FEDERAL ELECTION COMMISSION

WASHINCTON DC 20403

April 13, 1981

MEMORANDUM

TO: - FRED EILAND
PRESS OFFICE

FROM: BOB COSTA %7(7/

SUBJECT: PUBLIC ISSUANCE OF FINAL POST-PRIMARY
AUDIT REPORT - CITIZENS FOR LAROUCHE

— Attached please find a copy of the final post-primary
audit report of Citizens for LaRouche which was approved
. by the Cormission on March 17, 1981.

Informational copies of this report have been received

N by all parties involved and this report may be released to
- the publiec.
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Attachment as stated

cc: FEC Library
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Public Record:.~
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' FEDERAL ELECTION COMMISSION
“WASHINGTON, D.C. 20463

REPORT OF THE AUDIT DIVISION
ON THE
CITIZENS FOR LAROUCHE

I. Background
A. Overview

This report is based on an audit of the Citizens For

LaRouche - ("the Committee"), to determine whether there has been
. ccmpliance with the provisions of the Federal Election Campaign
- .- Act of 1971, as amended ("the Act"). The audit was conducted
. . pursuant to Section 9038(a) of Title 26 of the United States
- Code which states that "after each matching payment period, the

Commission shall conduct a thorough examination and audit of the

‘qualified campaign expenses of every candidate and his authorized

committees wno recelved payments under Sectlon 9037 "

A In addltlon, Section 9039(b) of Tltle 26 of the Unlted

tates Code and Section 9038.1(b) of Title 11 of the Code of
Federal Regulations state, in relevant part, that the Commission
may. conduct. other examinations and audits from tlme to -time "as -
it deems necessary.

The Committee registered with the Federal Election -
Commission' on January 29, 1979, as the principal campaign =
committee for Lyndon H. LaRouche, Jr., the U.S. Labor Party's
candidate for the Office of President of the United States. On

‘November 9, 1979, the Committee amended its Statement of Organi-‘

zation to disclose that the candidate was seeking the Democratic
Party's nomination for President of the United States.  The
Committee maintains its headguarters in New York City.

The audit covered the period from January 29, 1979, the
inception date of the Committee, through April 17, 1980, the date
determined by the Commission to be the candidate's date of
ineligibility for purposes of incurring qualified campaign
expenses. During this period, the Committee reported an ocrening
cash balance of $-0-, total receipts of $1,376,290.95, total

expenditures of $1,372,129.80, and a closing cash balance of
$4,026.15. 1/

1/ There is an apoarent understatement of $135.00 in ending

cash. This is due to arltnmet*cal errors in recelbts and
;xpencltures. oo
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. At the time of the completion of the audit fieldwork,
the Committee had reported financial activity through June 30,
1980. Furthermore, the Audit staff performed a review of the
. . Committee's financial act1v1ty from Aprll 18, 1980, through
.7 "June 30, 1980.,;,"1 : T . LT

_ IR This report is based‘upon'documents;and working papers
1wh1ch support each of the factual statements.  They form part of
the record upon which the Commission based its decisions on the
-matters in the report and were available to Commissioners and - -.
»approprlate staff -for review.

‘B. Key Personnel

" The Pr1nc1pal officers of the Committee during the.
perlod audited were: 'Ms. Carol White, Chairman and Ms. Felice .
M. Gelman, Treasurer. ‘ S

C: f'scope~

R N The audit included such tests-as verlflcatlon of totalA
"f@jreported recelpts, expenditures and individual transactions; ‘
. 'review of required supporting documentation; analysis of debts -
.o and ob1igations, review-of contribution and expenditure limita-
.~ . tions; and such other audit procedures as deemed necessary under

- the c1rcumstances.~~-w it 2T e e 2T - u e S e T e

‘;I} Audlt :1no1ngs 'and Recommendations |

A, Flndlngs Re1at1ng to Title 2. of the Unlted States Code

1. Dlsclosure of Contrlbutor Informatlon

Section 434 (b) (3) (A) of Title 2 of the United.
States Code states that each report shall disclose the identi-
fication of each person (other than a political committee)
who makes a contrlbutlon to the reportlng committee during the
reoortlng period, whose contribution or. contributions have an-
aggregate amount or value in- excess 0of $200 within the calendar
year, or. in any. lesser amount if the .reporting committee should:
so- elect together with the. date and amount of- each. contrlbutlon.t'

During the review- of the Conmlttee s contrlbutlon -
records and reports, a sample of contributions was randomly )
selected and tested for proper disclosure of contributor information
(occupation/name of employer). The sample indicated that at a ‘
90% confidence level between 21% and 61% of the contributions
that aggregated in excess of $200 were disclosed without the:
contributor's coccucation and/or name of emplover. However,
for the most part, this information was contained w1th1n the
Committee's contributor files. *

It should be noted that the interim report cited “an error -
rate based on an itemization threshold of $100 which was
‘applicable before the enactment of: the '79 Amencments
- of the ACt. ‘ ’ ‘:'/rl;ii - ' 7
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Committee officials stated that this information
was not disclosed on its reports due tO programming oversmghts.

On November 13, 1980, the Commission approved an
Audit staff recommendation that the Committee file amended reports
disclosing the required contributor information within 30 days
of receipt of the interim report.

The Committee's response to the interim report,
received on December 29, 1980, discusses its basis for the itemi-
zation of individual contributions and disclosure of contributor
information, however, amended disclosure reports were not submitted,
The response also questions the Audit staff's testing of contribu-
tions greater than $100 for disclosure of contributor information
when, "As the statutes now stand, all that is required of the
committee is disclcsure of the information specified for contri-
rutors of $200.00 or over..."

Finally, the Committee indicated that ccmputer
haréware problems have prevented the filing of amenéments (for
contributors of $200.00 or more) until sometime after filing the
year-end report.

Recommendation

In view of the Committee's computer hardware problems, as
indicated in 1"'s response, the Audit staff recommends that the
Committee be afforded an opportunity to file the amendments
within 30 days of receipt of this report.

2. Allocation of Expenditures to States

Section 44la(b) (1) (A) and 44la(c) of Title 2
of the United States Code state, in part, that no candidate
for the Office of President of the UnluEd States who is
eligible under Section 9033 of Title 26 to receive cayments
from the Secretary of the Treasury may make expenditures in
excess of $10,000,000 in the case of a campaign for nomination
for election to such oifice, except the aggregate of expenditures
under this subparacraph in any one state shall not exceed the
greater of 16 cents multiplied by the voting age population of
the State, or $200,000 adjusted by the chance in the Consumer
Price Index from the base period (1974).

Section 106.2(a) of Title 11 of the Code of Federal
Regulations states,. in part, that expenditures made by a Presiden-
tial candidate's authorized committee(s) which seek to influence
the nomination of the candidate in a particular state shall be
attributed to that state. This allocation of expenditures shall
be reported on FEC form 3Pc.
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Section 106.2(b) of Title 11l of the Code of
Federal Regulations states, in part, that expenditures for
staff, media, printing, and other goods and services used in
a campaign in a specific state shall be attributed to that state.

Section 106.2(c) of Title 11 of the Code of
Federal Regulations states that an expenditure by a Presidential
‘candidate for use in two or more states, which cannot be attributed
in specific amounts to each state, shall be attributed to each
- state based on the voting age population in each state which can
reasonably be expected to be 1nf1uenced by such cypendlture.

Our r=v1ew of Commlttee expenditures for the
audit period included testing to determine the Committee's
‘compliance with the allocation of expenditures among states
as required by the Act. It should be noted that the Committee
filed an amendment to its state allocation schedules, FEC form
:3Pc, in June 1980, which substantially corrected the allocation
discrepancies noted throuch calendar year 1979.

4 The state allocation findings which follow make
reference to-expenditures that have not been allocated, expendi-
tures that have been improperly allocated and certain expenditures
that require additional documentation in order to determine

' 'proper allocation. In addition, specific reference is also made
to the allocation discrepancies that affect the New Hampshire
state spending limitation, the only state spending limitation
which aprears to have been exceeded by the Committee.

a. Unallocated/Improperly Allocated Media Expenditurés

i) Our review of Committee expenditures to a
vendor supplying advertising services indicated that $35,359.85.
of the $196,738.44 billed to the Committee during January and
February 1980 was not allocated to states. Since the Committee was
unable to provide adegquate records recarding a detailed composition
of each bill (bills were structured by catecorv, i.e. total television
and radio costs, etc.) we could not identify specific states where
voters might be reasonably influenced by the advertisements. However,
a majority of these expenditures that were allocated during January
and February involved a media campaign directed to New Eampshire,
Massachusetts, Connecticut, Maine and Vermont. It would appear
that some portion of the $35 359.85 in unallocated expenditures may
require allocation to states.




- On November 13, 1980, the Commission approved
" an Audzt staff recommendation that within 30 days of receipt of
the interim report, the Committee obtain and submit the documentatlon=
to determine proper allocation for. the $35,359.85 in expenditures. _ |
Further, the Committee should review this documentatlon and amend
its state allocation schedules (FEC form 3Pc) where necessary.
Committee worksheets detailing any amendments should also be
submltted to the Audit staff for review.

. The CommltteeAs response was
received on December 29, 1980.
The Committee states that,

"The report alleges that CFL -
.failed to allocate to state

" or national expenditures |
$35,359.85 out of a total of
$196 738.44 billed from a media
advertising agency. The report
suggests that some portion of
this may require allocation to’
New ‘Hampshire, Massachusetts,
Connecticut, Maine, and Vermont,
states in whlch the candidate was’
active in the January-February

period covered by those bills.*

The Report then notes three pages
later (after discussion of several
other items), 'that the Committee
has subsequently amended its alloca-
tion schedule (FEC form 3P¢) and -
submitted computational schedules
which support the $35,359.85 in-
media costs not previously alloca-
ted' (page 8) thereby rendering

moot the earlier allegation that

the expenditure was not fully
allocated, and leaving only the
recommendation that CFL provide the
vendor documents upon which the
allocation was based. This was
omitted in the course of the audit
through an oversight and is included
here as Exhibit C."
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The vendor documentation submitted by the
Committee as Exhibit C was, in fact, examined during the fieldwork
and considered to be inadequate for the purpose of determining
proper allocation. This documentation appears to be limited to :
production costs which do not require allocation to states. Further;
the vendor documentation provides only broad categories of charges
for editing, rentals, and broadcasts. Hcwever, our examination of
the amended allocation schedule and related computational schedules ,
shows that various non-production related charges were allocated
to several states. A portion of the non-production related charges
covered television and radio placement costs, totaling $8,098.42,
were allocated to four (4) states (Wisconsin, Michigan, Illinois,
Iowa) and national overhead. The vendor documentation makes no
such reference to these states. Further, the computational
schedules show other charges for bumper stickers, billboards,
postage and airline tickets allocated to exempt fundraising,
national overhead or a state (Massachusetts). It is the Audit
staff's opinion that the vendor documentation submitted does not
provide sufficient detail and scope to determine proper state(s)
allocation of the Committee expenditures to this vendor.

With respect to the amended allocation

o schedule (FEC form 3Pc¢) and computational schedules which detail
) the $35,359.85 in media ccsts not previously allocated, the
o Committee has adjusted the amount of unallocated media costs
v from $35,359.85 to $33,382.11. The Committee indicated that
-— billing errors were the reasons Zor this adjustment. In addition,
- in its amended state allocation schedule (FEC form 3Pc)  an
: additional $796.63 (includes production costs) of the media costs
- were allocated to New Hampshire.
o Our review has indicated that $1,941.11

should be allocated to New Hampshire. This amount represents
an allocation of $55.32 based on the voting age population of
- New Hampshire in addition to a proportional share of February's

direct television charges totaling $1,885.79. The above amounts
were calculated as follows:




“ Tota ”amount of media costs S $33 382 1.,
Less- January 8 production costs \f?f‘;{ 1 780 89
T ‘February's production costs - 15 640 68
Pebruary s television. charges o
(WBZ-Boston market) D 2, 200 20

;Amount ‘to. be“allocated based on . $13 760.34'
 New Hampshlre sTpercentage of VAP e i~5604022«{7 E
(see VAP formula on' follow1ng page) S
Amount .allocable to New. Hampshlre
R - Yy
“(WBZ-Boston Market)
“mQ,jPercentage allocablertoiVew Hampsh1re~f;
ﬂNeerampshxre $ 1 885 79-

-.-Total" amount allocable to New Hampshire $ 1 941 11
s fas andmb) .- - ~

-Recommendatlon:m'V'h

= . Based on the above; the Audlt staff recommends that w1th1n
30 days of receipt of this. report the Committee . amend its ‘'state
’hallocatlon schedule . to.allocate an: addltlonal $1 144 48 ($1, 941* 1
‘ﬁless -$796.63. prev;ously allocated).‘j* h v

A It should be noted that :the..amount 1dent1f1ed above as §
allocable to New.: Pampshlre (81,144, 48) has been included in-the".

‘amount ‘in:excess:of the New Hampshire:state -limit-and: recommended
as recayable to the- U. S. .Tredsury .pursuant to 26 U. S. c. 9038(b)(2)
(see overall repayment section).

The same apnllcatlon noted in Finding 3a(iii) has been
applled to these charges.
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ii) Committee expenditures for political
broadcasts on two (2) national network television stations in
January 1980 were reviewed for proper allocation. It was
determined that the Committee paid $163,231.02 in vendor placement
costs (the charge for airing the broadcast with local stations)
which was not allocated to any state(s). Further, production
costs for these two (2) broadcasts could not be specifically
identified to determine proper allocation. Committee officials
acknowledged that the $163,231.02 in placement costs and an unknown
dollar amount of production costs were not allocated to states.

The staff advised the Committee that
one (1) method of allocating these expenditures would be based
on the voting age population (VAP) of each state plus the District
of Columbia. Based on this method, the Audit staff has determlned
that $492.71 should be allocated to New Hampshire.

VAP FORMULA

VAP (New Hampshire) ' x ($163,231.02 x .75 operatingf
VAP (50 States + District of’Cglumbia) po;tion) 2

634 (in thousands) x $122,423.27 =
157528 (in thousands)

$492.71 Allocable to New Eampshire

On November 13, 1980, the Commission approved
the Audit staff recommendation that within 30 days of receipt of
the interim report, the Committee amend its state allocation
schedules to properly allocate expenditures made in conjunction
with the political broadcasts (New Hampshire) $492.71 plus a
representative portion of production costs).* Committee work-
sheets relating to any amendments should also be submitted to
the Audit staff for review.

The Committee's response was
received on December 29, 1980.
It states that,

"The Interim Report claims that

costs associated with two nationally
televised television broadcasts

reguire allocation across the states
involved. These costs include both
broadcast charges and costs incurred

in the production of the tapes so
broadcast. The Commission has already
determined, for other political committees,
that such production costs are not required
to be allcocated to states. *

* At the time the interim audit report was approved by the
Commission (November 13, 1980) the production cost element
of media broadcasts required state allocation. Upon further
consideration, however, the Commission determined that such
costs do not reguire allocation to states. The Committee
was notified of this determination.
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CFL's position remains that none

of these costs are properly
allocable to state expenditure
limitations because the intent of
the broadcasts was not to influence
any particular state(s), but
national climate of opinion as a
whole. 1In support of this intent,
CFL points out that it would have
been far cheaper to air broadcasts
in several targeted regional
locations--such as New England from
Boston, the Greater New York and
Chicago areas, etc.--rather than
network-wide broadcasts which by
their nature and intent reach

many states in which the candidate
has not declared active candidacy,
but whose primary elections or
other delegate selection procedures
could be shaped in such a way as to
favor the candidate's success else-
where or in the National Convention as
such. Not only would a targetting
strategy have been cheaper, but it
would have required far less exertion
of effort and manpower to achieve
access to the media.

However, in the event that the
Commission ultimately rules in

favor of the state-by-state

allocation, CFL requests docu-
mentation (sources, worksheets,

etc.) by which the Audit staff

computes the report figure of

$492.71 allocable to New Hampshire.
These are not provided in the attach-
ments to the Interim Report. We would
appreciate being informed as to whether
the sample allocatlon methods are being
apolled to the Kennedy and Carter
campaigns and on what basis those
campaigns allocated media costs.

CFL thus cannot comply with
Recommendation #l1 (Interim Report
page 8) until (1) a Commission
decision is provided concerning the
allocability of the cuxpenditure in
question, and pending that
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outcome, (2) the Commission |
provides the approved method of
allocation.”

It is our oplnlon that the application of

11 C.F.R. 106.2(b) and (c) necessitates allocation of these expendi-
tures to New Hampshire since expenditures for radio and television
advertisements that are broadcast in more than one state ‘must be
attributed to each state on a formula basis in proportion to the
nstimated voting age-viewing population of the state. The two
advertisements in question were broadcast in more than one state,
therefore, the express language of 11 C.F.R. 106.2(c) (1) requires
the allocation to the states. It also has been the Commission's
practice to apply this application to all presidential committees.

Recommendation

The Audit staff recommends that the Commission reaffirm its
preliminary determination that the Committee amend its state
allocation schedules to oroperly allocate expenditures (exclusive
of production costs) made in conjunction with the polltlcal
broadcasts (lew Hampshire 492.71). This amendment is to be filed
within 30 days cf receipt of this report. »

It should be noted that the amount identified above as
allocable to New Eampshire ($492.71) has been included in the
amount in excess of the New Hampshire state limit and reccmmended
as reravable to the U.S. Treasury pursuant to 26 U.S.C. 9038(b) (2)
(see overall repayment section).

iii) The Candidate was not on the Massachusetts
primary ballot. The final ballot access date for the Massachusetts
primary was January 4, 1980. However, the Committee placed
television and radio spots as well as newspaper ads between
January 9, 1980, and February 8, 1980, totaling $57,393.62, and
allocated 86% of the cost or $49,358.53 to Massachusetts, 12% or
$6,887.21 to New Hampshire and 1% or $573.94 to both Vermont and
Connecticut. The Committee utilized industry publications which
provided the percentage of the population which may have viewed
the advertisements, as its source for Jdetermining the above
allocation.

The Committee was informed that the portion of
the expenditures that was allocated to Massachusetts ($49,358.53)
should have been allocated to New Hampshire, Vermont, or Connecticut,
as applicable. Committee officials stataed that, even though the
candidate was not on the Massachusetts ballot, he was, in fact,
campaigning for the uncommitted delegates from that state.
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It is the Audit staff's opinion that $42 305 20'
of the $49,358. 53 allocated to Massachusetts should be allocated’
to. New Hampshlre and the remaining $7,053.33 should be allocated
ecqually between Connecticut and Vermont. This allocation was
determined. by”applying the 86% (previously- -allocated to-
Massachusetts) to each of the three (3) states based on the
Committee's proportional distribution of costs noted above (New
Hampshl;e 12%, Connecticut 1%, and Vermont 1%). Accordingly, 85. 71%
(12/14) of the $49,358.53 should be allocated to New Hampshire and’
14.29% (2/14) should be allocated equally between Connecticut and
Vermont. The Audit staff used the same industry publications -
in determining the required allocation for New Hampshire, Conneetlcut
and Vermont.

On November 13, 1980, the Commission approved
an Audit staff recommendation that within 30 days of receipt of
the interim report, the Committee amend its state allocation ‘
schedules to properly allocate that portion of the media expenditures
($49,358.53) improperly allocated to Massachusetts after -the. ballot _
access. date - (New Hampshire $42,305.20, Connecticut and Vermont
$3,526.66 each). Ccmmittee worksheets relating to these amendments
should also be submitted to the Audit staff for review.

The Committee's response to the interim. report, -
received on December 29, 1980, asserts that the recommendation to
re-allocate the $49,358.53 in media expendltures to states. other
than Massachusetts (prlmarlly New Hampshire) is based on an.

”.. arbitrary and idiosyncratic... interpretation of the phrase
'influence voters'" and the Committee "finds no basis in the
Statute or Regulations, or reasonable interpretation thereof, in N
justification of the recommendation." It is the Committee's opinion -
that neither the Statute nor Regulations restrict the meaning of
influencing votes to the narrow goal of getting them to vote for
one (1) particular candidate by name on the ballot. The basis for
this conclusion appears to rest with the Committee's campaign
strategy which was not to influence Massachusetts' citizens to cast
votes for LaRouche but to "influence" them to make an "uncommitted"
vote for some unknown, future candidate in lieu of the current two
(2) major Democratic candidates (Kennedy and Carter). If the
strategy was successful, the Committee felt the election could
result in a large number of votes for the "None of the Above" option -
resulting in the selection of "uncommitted" delegates. The Committee
further stated that these delegates may, in fact, have a preference ‘
for particular candidates, or could, perhaps, be influenced to
support LaRouche and important convention issues (such as the so
called "Open Convention" Rule 11H). The Committee's resocnse
notes that the Committee was not seeking "write-in votes" but
uncommitted delegates through the no preference slot on the
Massachusetts ballot. The Committee also states that the
Naticnal Democratic policy, which is binding on all state parties,
requires that delegate selection procedures provide an "uncommitted"

slate of celecaees. Further, they note that Massachusetts state law -
mandates this option. ’ ‘
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It should be noted that the Massachusetts

primary ballot provided a space in which voters could insert "No

Preference." If the number of no preference votes reached the
applicable percentage threshold (applied to candidates appr:aring

on the ballot), Congressional District caucuses would have been held
for the selection of uncommitted delegates. As with committed
delegates, all candidates for any uncommitted delegate spots were
required to be identified as to their uncommitted status, at all

levels of the process, and were required to file a statement, by
February 4, 1980, declaring their uncommitted/non-preference

status. Therefore, CFL could not influence the election of delegates
committed to, or with preference for, the candidate through the
uncommitted delegate process, since by definition and Party rule,

such elected delegates could not have had such a preference or been

so committed. Finally, the Massachusetts primary ballot also

provided a blank line for write-in votes. This procedure for dele- :
jate selection based on write-ins follcwed the same procedura explained:
above, that is, if write-in votes for a Candidate rcached the :
designated threshold percentage, Congressional District caucuses

for that candidate would be held. Hcwever, as noted above, CFL :
acknowledges that it did not stage a write-in campaign in Massachusetts:
nor seek to influence the write-in vote in that state. i

Recommendation

The Audit staff recommends that the Commission reaffirm its
preliminary determination that the Committee amend its state
allocation schedules to properly allocate that portion of the media
expenditures ($49,358.53) improperly allocated to Massachusetts
after the ballot access date (New Hampshire $42,305.20, Connecticut
and Vermont $3,3526.66 each) within 30 days of receipt of this
report.

It should be noted that the amount identified above as allocable
to New Hampshire ($42,305.20) has been included in the amount in
excess of the New Eampshire state limit and reccmmended as rapayable

to the U.S. Treasury pursuant to 26 U.S.C. 9038 (b) (2) (see overall
repayment section).

b. Literature

During the review of expenditure records it was
noted that literature (leaflets, fliers, stickers, etc.) costs
appeared to be improrerly allocated. The Committee generally
allocated a percentage of the total invoiced amount to each state
that apparently received literature. Typically, literature costs

ware spre2ad on a 5% basis for 14 key states in which the Committee

actively campaigned (70% of the total cest), 10% in a state which

* Delecates are bound to vote on the first ballot for the
candldate they are committed to by rule of the Massachusetts
Democratic ”arev
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the Committee exten51vely campalgned and 20% to the National head-

5 quarters overhead

A review of llterature purchases from four (4)

"Lommltteelvaodors (248 invoices totaling $287,724.13) indicated
‘that in 45 instances (PMR) literature (costlng $44,167) clearly-

targeted at New Hampshire was being allocated on a 5% basis to
New Hampshire. Subsequent amendments filed by the Committee
increased the allocation basis for New Hampshire up to 75% in some
instances. A portion ($24,764.77) of the aforementioned 45 PMR

literature invoices was not allocated to New Hampshire even though

the literature was clearly targeted toward New Pampshlre. However,

.sample copies- - of literature were not available for 160 invoices 2/

totaling $193,199.13, and thereFore could not be examined for
proper allocatlon.

On September 9, 1980 _the Committee submltoed cooles

c(some only in part) of literature for 50 of the 160 invoices.

The photocopies of literature associated with anOlCES, totallngk

.. $20,159.14, were reviewed for proper allocation in conjunction
" with the Committee's response on December 29, 1980. ‘

It was
determined that a portion of the invoices, totaling $2,620.40
should be allocated to New Hampshire since the literature was

l“”clearly tarceted to that state. "It should be noted that the
. Committee has not provided sample copies of 11ueratare ror more
~than 104 1nv01ces* otallng $170 344 99., :

on Vovember 13, 1980 the Commlss*on aooroved the

Audlt soarrrrecomnendatlon that the Committee obtain and submlt

the documentation necessary. to determine proper allocation for

the 160 vendor invoices (totaling $193,199.13). In addition, the’
Audit staff recommended that the Commltoee amend its state allocation
schedule to properly allocate that portion of the literature costs’
associated with the 45 invoices that were clearly targeted at New .

‘Hampshire but not entirely allocated to New Hampshire ($24,764.77).

Committee worksheets relating to these amendments should also be
submltted to the Audit staff for review.

The Committee's response to the interim audlt ‘
report, received on December 29, 1980, states, in part, that until -
saveral points of law are resolved, the Committee cannot begin to
consider the audit recommencations. The Committee raises these
"points of law" as guestions regarding the establishment of certain
criteria for compliance, the application of the criteria to existing
law and other candidates, the reasonableness of the criteria used
by the Commitiee and finally, the need for compliance after the fact

2/ 14 of the 160 invoices, totaling $40,852, have not been
allocated to states.

This amount has been decreased for the 6 invoices prev1ously
allocated (100%) to New Hampshire.
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with great expense when adequate guidelines were not provided by the'
Commission. The Committee then proceceds to discuss these questions
at some length. After listing the sections of the Code of Federal
Regulations relevant to allocation, the response comments on the
limited scope of the regulations and asserts that under law the
Committee has no obligation to maintain files of literature used

in the campaign.

The response accurately notes that the Audit report
did not provide the specific criteria used to determine that the
allocation of certain literature expenditures appeared unrcasonable.
It also lists. several but not all of the criteria used to determine
the need for a re—-allocation of these expenditures (the criteria
was discussed with Committee officials during the fieldwork). The
criteria essentially consisted of language apprearing on the litera-
ture suggesting targeting to New Hampshire. In its response, the
Committee presented its position with respect to the cr*terla and

,concluded that a 100% allocation is not justified.

‘During a discussion of various *1gures presented in
the reoort the Committee alleges that of the mlSSlng literature
samples reques»ed, 16 entirely and 22 in part were, in fact,
provided to the auditors and were apparently ignored. AUdlu work-
papers developed during the fieldwork indicate that the literature
in gquestion was not provicded, and the Commitiee has not included
any copies of this literature with its response. The response also
states that four (4) other invoices for literature were allocated

-100% and thus, copies of the literature are not necessary. The

response goes on to state that of the missing literature requested,
an additional 32 invoices for literature are so clearcut by the

title or connection to similar literature for which samples were
provided that copies are unnecessary. Finally, the Committee
concludes that as a result of the above the actual number of invoices
with missing literature samples is less than 40, with many of them

so clearcut, such as fundraising items, that copies are also
unnecessary.

Implicit in the Committee's discussion is the
assumption that there is no requirement to maintain copies of
literature, and if there is, they are not required to maintain
copies for items that were allocated to fundraising, national over-
head or which have been already allocated 100% to a state.

The Committee also points out that some of the

unavailable" literature requested by the Commission was beyond the
scope of the audit which was to have coverxed the period through
April 17, 1980. The failure to properly allocate a significant
amount of literature which was reviewed and other criteria of audit
orocedures la=d the 3Audit staff to reguest all missing literature,
even if it was invoiced subseguent to April 17, 1980.




"-

ao ” B e w e [ R w’, - ,“.Aiw RPN wv.-a- 15— TS mmen e e R YTl Tt L ' e , . (”M o ":‘m :

It is the view of the Audit staff that the Committee
does have an obligation to furnish the Commission any ev1dence :
regarding qualified campaign expenses made by the principal campaign :
committee, as reguired under Section 9033. 1(a) (1) of the Matchlng
Fund Regulatlons. Indeed, the candidate agreed to this requirement
in his Candidate agreement dated December 19, 1979. Further, :
Section 9033.1(a) (3) requires the candidate to furnish the Commission:
with any books, and records, for all accounts and other information
that the Commission may request. Finally, Section 104.14(b) (1) of
Title 11 of the Code of Federal Regulations requires a political
committee to maintain records with respect to matters required to
be reported from which filed reports and statements may be verified,
explained, clarified and checked for accuracy and completeness. It
is the Audit staff's opinion that copies of literature must be pro-
vided regardless of literature title or actual allocation to enable
a determination to be made regarding the reasonableness of alloca-
tion, particularly in view of the state allocation problems noted
during the review of literature samples maintained by the Committee.

With respect to the Committee's comment concerning
the scope of the audit, it should be noted that the Committee was
notified by letter on July 23, 1980, that the audit would ccver
the period beyvond the date of ineligibility (4-17-80), as is the .
case with all audits of 1980 publicly funded presidential candidates.

The Audit staff disagrees with the Committee's
statement that the titles on many of the invoices are clearcut that
sample copies of literature are not necessary to determine allocation:
It is our opinion that even though a majority of the invoiced :

~amounts were allocated, it is impossible to determine proper

allocation without sample copies of the literature produced.

Recommendation

It is the recommendation of the Audit staff that within
30 days of receipt of this report the Committee amend its
state allocation schedules to allocate the amount identified
above ($27,385.17 ($24,764.77 + $2,620.40) to New Hampshire. With
respact to the literature samples for the remaining 104 invoices,
totaling $170,344.99, the Audit staff recommends that within 30 days
of receipt of this report the Committee obtain and submit the =
documentation necessary to determine prorer allocation.

It should be noted that the amount identified abcve as
allocable to New Hampshire ($27,385.17) has been included in the
amount in excess of the New Yampshire state limit and recommended
as rerayvable to the U.S. Treasury pursuant to 26 U.S.C. 9038(b) (2)
(see overall repayment section).
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- ¢. " candidate Residence and Telephone ‘Ti;"

. Also noted during our review of. expendlture records
wcre dlsbursements for a rented house in New Hampshire used

_by the candidate during the campaign. For the period October 1979
~ through March 1980 the Committee paid $10,094 in rent ($800 of

which represents a rental deposit). 3/ The Committee has allocated -

52% of the rental payments ($5,205.40) to New Hampshire and 48% to

fundraising and national campaign headquarter's overhead. 1In suppor:

"of the method used to allocate the rent expenses, Commlttee official:
‘stated that when the candidate was not campaigning, he was restlngi

which was considered headquarter's overhead and therefore not

.allocable. However, 11 C.F.R. 106.2(b) states, in part, that

expenditures for administrative, staff, ‘and overhead costs dlrectlyi
related to the National Campaign Headquarters shall be reported - ‘
but need not be attributed to individual states. Expenditures

for staff and other goods. and services used in a camDa’gn in ak
spec1F1c staee shall be ‘attributed to that s;ate.

In addltlon, teleonone exoenses in curred through

‘beeember} 1979\ totaled '$1,425.49. g/ The telephone expenses were”
-allocated 50% '($712.74) to New Hampshire and 50% to headquarter's

overhead. The Committee was also assessed an amount for damages .-

fto tne house, whlch 1t has falled to allocate to \ew ﬁamoshlre.

‘On Vovember 13 1980, the Comm1551on aoproved the

_‘,Aualt staFf recommendation that the Committee amend its state -
~~’allocation schedules to properly allocate that portion of the
© . housing ccsts that was not allocated to New Hamoshlre - rent
- $4,888.60, telephone $712.75, and damages $2,481.00. Information

to- 1nclude a description of. ehe damages and the circumstances under
which these damages occurred were to be provided to the Audit staff -
within 30 days of receipt of the report. With respect to the .
telephone expenses for 1980 associated w1th the rental property, it
was recommended that- the Committee obtain and submit the documenta- :
tion necessary to determine the proper allocation for these expenses;
and -amend its state allocation schedules accordingly. Further, :
Committee worksheets supporting these  amendments should also. ‘be
submitted to the Audit staff for review.

3/ Allocation Amendment #III filed by the Committee on September
24, 1980, reflected a portlon of the rental payments as a
deposit. Althouch there is disagreement on the actual amount :
of the deposit (the Committee appears to claim $3,000 although :
the lease provides for a deposit of $800), it is our opinion
that both the rental and deposit payments reguire allocation
since the ueDQSlt was applied to the damages.

4/ The Audit staif could not determine COﬂmlteeev“e1eohone

expenses associatad with the cand’date s residence for
the year 1980.
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; rental payments - (including the $800 d=0051t) ‘totaling $10,094,
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The Committee's response to the. interim report,
recelved on December 29, 1980, states that the house was rented for

,‘the purpose of lodging the candidate.between campaign appearances

.in New Hampshlre to avoid the expense of flying back to his

‘residence in Michigan. The Committee also notes that they allocated the
_rental cost of the house based on the time the candidate was in.

- New Hampshlre and campalgnlng and, that the location of a vendor,f=
.service, or origin of goods is not the basis for determining how

.those goods or services should be allocated.  To support their
.position, the Committee cites Advisory Opinion 1979-73 concerning
“the allocationiby state of the salaries and per diem expense of
'advance staff. .. In a summary of the opinion, the response states,'

"...the Adv1sory Opinion makes it absolutely clear that it is the
act1v1ty being organized.that. determines the allocatlon ...5not the
location’ of the person(s) do ng the- orcanlzlng.ﬂ E ) ‘

L The Commlttee has also cuestloned,_lgures contalned
in the audlt report™ by stating that the $10,094 in rental cavnents
included a $3,000 deposit which was-subseguently. appl;ed to. the
‘rent.  Since the figures contained in the report. were developed
“from the Committee- :records examined during the fieldwork,  the-
interim: report dld not dlStlHGUlSh between rental cavnents and

L z\fter rev1ew11g Allocatlon Amendment III an‘
the Commlttee s response to the ‘interim audit- report,-the ‘
~Audit staff has determlned that, absent-a showing to the contrary,u

aamages to the property totaling §$4,181,.:and telephone’ exoenses
Z(through Decomber, 1979) -totaling- $l 425.49 should have' been .
allocated. to New. Hampshire. As: orev1ously stated the’ Conmlttee

has-allocated $5,205.40 in rental payments and $712:74 in telepnone
expenses to New hampshlre.

It is the .opinion of the Audit staff that 11 C. F. R.,
106.2(b) clearly states that expenditures for goods and. serv1ces B
used in-a campaign in a oartlcular state shall be attributed: .t
that state.w Furthermore, just ‘as' the.-entire- ‘amount- of staff. oer
diem-or hotel accommocations used in a state is allocaole to- tﬂat
state (see A0 1979-73), so too is the entire amount of candidate-
lodging in a state attributable to that state.

Recommendation

It is the reccmmencdation of the Audit staff that within 30
days of recei pt of this report the Committece amend its state
allocation schedules to properly allocate that portion of the
housing costs that was not allocated to New Hampshire - rent

i/ It should be noted that the lease agreement reguired a
depcsit of $800 and rent at Sl 500 per month (subﬂect
‘to increase w1th addltlonal soace belng made avallable)
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'$4,888.60, telephone $712 75, “and damages $4‘181t00, or provide "
.documentatlon {i.e.:, cancelled deposit/rental Chucks) ‘that |

demonstrate the amount of rental payments ($10,094) noted in
this report is incorrect.

With respect to the telephone expenses for 1980 associated
with the rental property, the Audit staff recommends that within 30
days of receipt of this report the Committee obtain and gubmit the

-documentation necessary to determine the proper allocation for these

expenses (copies of phone bills associated with the rental payments
for 1980, etc.) and amend its state allocation schedules accordingly.
Further, Committee worksheets supporting these amendments should
also be submitted to the Audit staff for review.

It should be noted that the amount identified as allocable to
New Hampshire ($9,782.35) has been included in the amount in excess

"of the New Hampshire state limit and recommended as repayable to the

U.S. Treasury pursuant to 26 U.S.C. 9038(b) (2) (sece overall repayment
section).

Recap of Expenditures Affecting the New
Hampshire State Spending Limitation

New Hampshire state spending limit $294,400.00
- Amount allocated to New Hampshire 288,791.05 6/
Media (TV & Radio) production costs (1,840.62)
included above not requiring state
allocation
Allocation reéuired from Finding 3a(i) 1,144.48
Allocation required from Finding 3a(ii) 492,71
Allocation required from Finding 3a(iii) 42,305.20
Allocation required from Finding 3b 27,385.17
Allocation required from Finding 3c 9,782.35
Total recommended allocaticns to New Hampshire 368,060.34 7/

Total expenditures in excess of limitations
resulting from recommended New Hampshire
allocations $ 73,660.34

6/ This amount was reflected on the Committee's amended state
allocation schedule filed on September 24, 1980. It does
not include the amendment filed for the January, 1981,
monthly report. This amendment decreases the total amount
allocated to New Hampshire by $14,539.13 (candidate security
$10,485.15 and media production $4,053.98). The Committee
has not provided worksheets detailing these adjustments.
However, the Audit staff will consider a reduction for
these expenses upon receipt of Committee documentation
supporting same.

7/ This amount does not include the expenditures noted in 3b
($170,344.99), and 3c (an undetermined amount of telephone
expenses for 1980) that may require allocation to New

Hampshire based upon the’ cocumentatlon not yet presented by
the Committee.
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B. Findings Relating to Title 26 of the
United States Code

1. Determination of Net Outstanding Campaign
Obligations and Repayment to the U.S. Treasury

Section 9034.5(b) of Title 11, Code of Federal
Regulations requires that the candidate submlt a Statement of
Net Outstanding Campaign Obligations which contains, among other
items, the total of all outstanding obligations for gualified
campaign expenses and an estimate of necessary winding down costs
within 15 days of the candidate's date of ineligibility.

Section 9038 (b) (1) of Title 26 of the United States
Code states that if the Commission determines that any portion of
the payments made to a candidate from the matching payment
account was in excess of the aggregate amount of payments to which
such candidate was entitled under Section 9034, it shall notify
the candidate, and the candidate shall pay to the Secretary an
amount egual to the amount of excess payments.

Further, Section 9038 (b) (2) (A) of Title 26 of the
United States Code states that if the Ccommission determines that
any amount of any rayment made to a candidate £from the matching
payment account was used for any purpose other than to defray the
gualified campaign expenses with respect to which such payments
was made, it shall notify such candidate of the amount so used,

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

The Committee filed a Statement of Net Outstanding
Campaign Obligations (NOCO) on April 22, 1980. 8/ This statement,
as amended, and the results of our verification of the items
contained ther=on, appear below.

8/ The Committee amended its original NOCO on May 19, 1980,
June 16, 1980, July 7, 1980, and July 28, 1980. 1In addition,
on August 4, 1980, the Committee filed an "alternative" NOCO
to the amended July 28, 1280 NOCO. Since the August 4 NOCO
was submitted after the completion of the New York fieldwork,
it was not incorporated into the interim report. Our analysis
of the "alternative" NOCO filed on Aucust 4, 1980, is located
at gage 23 of this report.




Asdit Analysis of Cormittee NOOD Statemcnts As Amended Through July 28, 1980

7-28-80 7-28-80
AS REDED AS AMENDED

ASSETS

Cash on Hand as of 4/17/80 9y ( 4,399.65) ¢ 1,440.73)
. Pregayments and Security Deposits 39,541.05 36,466.74

TOTAL ASSETS 35,141.40  35,026.01
Accounts and Ioans Payable 406,466.72  378,869.51 10/
ISTIMATED WDNDING DOWN OOSTS

Office Fxpenses ' 4,500.00 4,500.00
legal Dvpenses (General . 35,000.00 -0= v
Miscellaneous Staff Expenseg 2,500.00 2,500.00
Field Offices - Transportation
}otels, Freicht & Per Diem 6,250.00 6,250.00
Candidate Travel & Lodging 100,000.00 ~0-
Audit 1 7% weeks - Room
Perscnnel, Accountant & '
Attocrey Feeg . 15,000.00 15,000.00
Audit 2 6 weeks ; ’
© FEC Foom 1,500.00
Personnel . 1,200.00
. Attormey Fees and Expenses .- 5,000.00
Travel For FEC Related Business 5,000.00
Other Corpliance/Corpnater Cost . . 9,250.00
fundraising Costs - 66,500.00
CandiZate Securi 27,000.00
Stcracge ' 2,250.00

TUAL ESTDAIED WDDING DOWN COSTS $280,950.00 $ 44,750.00 13/

TOIAL CELIGATIONS 687,416.72 423,619.51

NET OUTSTROING CAFAIGN CELIGATIONS o
DEFICIT (652, 275.32) (388,593.50)

CATRTBUTINS ARICHDYG FINDS
APFLIED TOWARD DEFICIT 568,685.78 579,764.82 pL 4

FRAINDG DNTITLEENT ($ 83,589.54) § -0-

9/ 2April 17, 1980, is ths @ate determnined by the Commission to be the Candidate's
date of ineligibility for puraeses of incurring qualified cxraicy expensag,

is ficure does not inclule Cormittee éebts of $27,597.21, due to CFL's
failure to provide the sporting Gocumentation reguired by 11 C.F.R.
9033.1(a) (1).

The Cmission rFrelimirarily determined on Ancust 7, 1980 that the items
listed are not legitizate winding down costs, The Comitiee was afforded 30
days in which to rescod to the Corission's preliminary determination
(Commitice's response was due 10/5/80). Yo respmnse was received from

the Camittce, Furthermore, the Cammittes @ig ot pursue itg statutory
right to contest the Coomission's Catesmination in the Court of Acpeals

for the District of Columbia (see 26 U.S.C. 9041{a)).

3y excluding the iters in fooinote 11 Zrom estirated winding down costs, &
Corities is no lenger in a Saficit position, therefore, the Frojectad
frrraising costs frem 8/1B (Jate of Necminaticn of Semocratic Candidata) to
12/31/30 are not applicable,

T™he remaining items Ppear reascrable but are subject to revision basad wpon
actual cost incurred,

The Camittee only included $330.00 of the $11,409.04 in matching Sodg
received on April 24, 1980, : )
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’ ol "As noted above, the Audlt staff s verlflcatlon

_of the 1tems on the Committee's NOCO statement (amended through

" 7-28-80) revealed various differences which resulted in a net
difference (overstatement) in net outstanding campaign obligations

- of $263,681.82. Therefore, the Committee's NOCO as of the date of

‘ineligibility.-(April 17, 1980) should have disclosed a deficit of
'$388,593.50 and not $652,275.32 as stated by the Committee in-its-
7amended NOCO statement flled on July 28 1980.
‘ , In- addltlon, our review of the Commlttee s
dep051ts 1nd1cated that for the period April 18, 1980, through
June .16, 1980, the Committce received $374,332, 73 15/ in
findividual contrlbutlons and matching funds..,Based on the
‘above, the Committee's remaining entitlement was $14,260.77
'($388,593.50 - $374,332.73) as of June 16, 1980 (see. .11 C.F.R.

- -.9034,5(a) . However, the Committee received three (3) subseouent

~ miatching fund payments totaling $36,958.19- resultlna in an-

overpayment of $22,697.42 ($36,958. 19 - $14,260.77).

o o On November 13, - 1980, the Conm1=510n aporowed

*the recommendatlon of the Audit staff contained in the lnterlm
"audit report and preliminarily determined that $22, 697.42 was .-
‘payable to the U. S. Treasury pursuant to 26 U.S.C. 9038(b)(1).. .

"»In addition, the ‘recommendation stated that the Committee obtain - |

‘and submit documentation for the unverified items noted, and within

277 30 days of notification, the Committee obtain and submit the June

. bank records for its Ohio account as well as financial records for
;" the Teamsters Committee to lect LaRouche, an autnorlged committee.

) On Decemoer 29, 1980, the Comﬂlttee v-esr;onc’.ed

uart that "1n addition to the errors, detailed below, +he nualt;
document fails outright to consider the Committee's relevant
submission of record, its Stateﬂent of Net Outstanding Campaign
Obligations of Aucust 4, 1980. Desolte ~the Report's disclaimer-

that-this material "will be included in the {final audit report" =
(Interim Report oage 10, footnote 5), the Committee wonders what -~
sort of "inclusion" could be intended when no orov1s*on is made-

for: the Committee %o respond given the pre;ent omission of the
material from 2Audit Division consideration.

15/ The Committee actually received $375,412.34, however, the
NSF checks that were matched ($589.07) and the lcans/refund
that were matched ($490.54) have been deducted from this
amount (see Finding 32 and 3). In addition, the Audit staff
was not provided with the June bank records of the Ohio-
depository or the tank records of the Teamsters Commitise
to Zlect LaRouche. Therefore, a raconciliation of Commit+tee
receipts through June 16, 1980 could not be complet ed.




The points to be discussed here fall under four

headings:

, 1. Determination of cash on hand as of April 17, 1980
(The Interim Report is in error).

2. Determination of Committee debts as of April 17, 1980
(The Report is again in error). ‘ V :

3, ‘4Détermination of what constitutes legitimate "winding
Down Expenses." o :

4. Determination of‘whét‘time period constitutes the winding .

down period.

- : In brief the Audit Division claims that the Committee
. must repay the Treasury $22,697.42 as a result of the above; .the . . .

- Committee claims that it has remaining entitlement to matching =

' funds of over $200,000.00." ‘

As noted in footnote 8 (pace 19 of this report) the
Committee filed an alternative NOCO to its amended July 28, 1980, -

- ~NOCO.. The NOCO statements, as amended, through August 4, 1980, - . -

-. and the results of our verification of the items contained thereon,;
" - appear below. - v




=23~

Audit Analysis of Conmittee NOCO Statement As Arended Through August 4, 1980

ASSETS

Cash on Hand as of 4/17/80 a/
Prepayments and Security Deposits

TOIAL ASSETS
CALIGATIONS
Accounts and loan Payable

ESTDVATED WIDING DO COSTS

Office Dponsasg

legal Dxpanses (General)

Misoellaneous Staff Bpenses

rield Offices - Transportation
fotels, Freicht & Per Diem

Candidate Traval & Iodaing

Andit 2 @ 1 we=sk

Andit 1 @ 8 wa=ks FEC roam;
erscanel

2adit & other FEXA related legal
expensas

Andit & cther FECA, norFECA
Related Acooimtant Tees &
expens23

Travel For FEC melatad Business

Cthar Copliznce Computer Cost

Coopliance (to 11/30)

Fundraising (to 7/28/80)

Fundraising (7/29-8/15/80)

Storage ‘

8-4-80
NOCO
AS AMENDED

4,500.00
47,500.00
2,500.00

6,250.00
37,400.00
450.00

2,500.00
12,500.00
4,125.00
5,000.00

2,250.00
21,926.25

128,229.44

14,701.70
2,250.00

ALDIT

4,500.00
-0
2,500.00
6,250.00
-0-
Qe
2,500.00
12,500.00
-0-
5,000. 00
9,250.00
0=
-0-

-0-
2,250.00

TOTAL EZSTDATED WRNDING DOWN COSTS
TOTAL ELIGARTINS

NET QUISTANDING CAMFAIGN CELIGATIONS
DEFICTIT

CONTRIZOTIONS M2TCHING FUNDS
APPLIED TOWAPD DEFICIT

PRVRINING 2NTITIDENT

a/

8-4-80
NoCO
AS AMENDED

ADIT

( 4,399.65) ( 1,440.73)
39,541.05 36,466.74

35,141.40 35,026.01

406,466.72 379,019.51

b/

b
g

$299,192.39 $ 44,750.00 £/

705,659.11 423,769.51

(670,517.71) (388,743.50)

568,685.78 579,765.89 g/

($101,831.93) § -0~

April 17, 1380, is the date catermined by the Cormission to be the Candidate's

éate of Inelizibility for parposes of incurring qualified cxpaign expenses.

The Corission preliminarily determinad on August 7, 1980 ihat the items

listad were not legitimate winding down costs.

The Cormnittee was affarded 30

days In which to respond 4o the Commission's prelixirary determination

({Coaxmittze's response was due 10/5/80).

No respense wag received from the

Camittee, Furthemore, the Cormitise @id not pursue its statutory right
{0 contest the Cormission's determination in the Court of Appeals for the

District of Coliurbia (see 26 U.S.C. 9041(a)).

The Andit staff s

warminad that a follow-up review was not recuired.

During the fieldwork phase of the andit, the Cormittee had been informed
that any additicns/adjusiments to iks NOXOQ statecent would Tequire -

sipporting docunentation,

The Aucust 4, 1980, NOCO was presented after

the copletion of the fieldwork. The Comittee did not provide carputaticnal
schadules or any other docimentation detailing the estirates/costs, therefcra,
they are nct considered valid windown expenses, However, inclusicn of these




in the NOCO statement does not result in any additional entitlement due the
Committee, but would negate the recammendation for a repayment ($36,958.19)
noted in this finding.

Byaccltﬂifxgﬂ\eitém in footnote 4/ from estimated winding down costs, the
Committee is no longer in a deficit position, thercfore, the projected fund-
raising costs from 7/29/80 to 8/15/80 are not applicable.

The remaining items appear reasonable but are subject to revision based upon
actual cost incurred. o .

The Committee only included $336.00 of the $11,409.04 in matching funds received
on April 24, 1980 and amitted $;I..07 of matching funds received on July 31, 1980.




T T . "The Audit staff has determined that consideration

of the August 4, 1980 NOCO does not affect the staff's previous
determination that the Committee is not entitled to addltlonal
matching fund payments.

As previously stated, the Committee's remaining
entitlement was $14,260.77 as of June 16, 1980 and that subsequent
matching fund payments resulted in an overpayment of $22,697.42.
However, the Audit staff has subsequently determined that the
Committee received sufficient individual contributions during the .
period June 16, 1980 through June 18, 1980, to satisfy its net out- -
standing campaign obligations ($14,260.77). On June 19, 1980, the
"Committee received the first of three (3) matching fund payments,
totaling $36,958.19. Since the Committee was not entitled to
any matching fund payments as of June 19, 1980, the three (3)
payments (6/19/80 $18,872.77, 7/2/80 $17,996,35, 7/31/30 $89.07)

. resulted in an overrayment to the Committee totaling $36,958.19.

' Recommendation

The Committee has not submitted documentation for the
-unverified items as noted in footnote 10 on page 20 of this
report. Therefore, the Audit staff recommends that $36,958.19
'is repayable to the U.S. Treasury pursuant to 26 U.S.C. 9038(b) (1).
Such repayﬂent is to be made within 90 days of recelpt of this
report. Further, the Committee is afforded 30 days from receipt
'of this report to present legal or factual materials to show that
-a payment is not reculred (See 11 C.F.R. 9038. 2(b)).

:inally, since the Committee has not submitted the June bank
records for its Ohio account as well as the financial records for
the Teamsters Committee to Elect LaRouche, an authorized Committee,
the Audit staff recommends that the Committee obtain these
records and submit them to the Audit staff within 30 days of
receipt of this report.

2. Insufficient Funds Checks Matched

Section 90234.2(a) (3) of Title 11, Code of Federal
Regulations states that a matchable campaign contrlbutlon is one
in which the amount of the contribution which is submitted for-
matching shall be actually received by the candidate or any of
the candidate's authorized committees and deposited in a designated
campaign depository maintained by the principal campaign committee.
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In accordance with the Guideline for Presentation
in Good Order approved by the Commission on May 17, 1979,
committees are required to present a list of all instruments
returned by the bank because of insufficient funds. This list
forms the basis for adjustments to matching. fund payments for
contributions, which may have been submitted for matching and
subsequently returned by the bank as non-negotiable.

The review of Committee records indicated that
14 contributions were returned by the campaign depository due
to insufficient funds in the contributor account. Six (6) of
these contributions totaling $145.00 were from identifiable
contributors which were not included on the non-negotiable
instrument list submitted by the Committee with its matching fund
submissions. Matching funds actually disbursed for these con-
tributions after the application of the appropriate submission

error rates totaled $139.07. The remaining eight (8) contributions

totaling $450.00 were from contributors whose identification could
not be ascertained from available records. Therefore, the Audit’

staff was not able to determine whether these contributions were
in fact, matched.

The Commission approved the interim report
recommendation on November 13, 1980 which stated that absent a
shcwing to the contrary within 30 days of receipt of the report,
the Commission preliminarily determined that a repavment of
$589.07 be made to the U.S. Treasury pursuant to 26 U.S.C. 9038
(b) (1) and 11 C.F.R. 9038.2(a) (1).

It should be noted that the Committee acknowledged
the above interim report recommendation and on December 29, 1980

a repayment of $589.07 was received and forwarded to the U.S.
Treasury for deposit.

Recommencdation

The Audit staff recommends no further action.

3. Loans/Refunded Contributions Matched

Section 9034.3(b) of Title 11 of the Code of
Federal Regulations defines non-matchable contributions to

include a subscription, locan, advance, or deposit of money or
anything of value.
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As part of our testing, we reviewed the Commzttee s
loan records (including repayments) and records relating to
contribution refunds. Three (3) instances were noted which _ -
require recovery of $490.54 in matching funds certified for payment
to the U.S. Treasury.

a. the Committee submitted for matching two (2)
$1,000 loans from two (2) individuals. Both loans were received

in >eptember of 1979. One (l) loan was repaid in full by the

Committee in November, 1979 and the other loan was repaid to the
extent of $995 in January, 1980. The loan repayments were verified
by a review of the cancelled checks negotiated by the individuals.
However, on January 14, 1980, the Committee submitted. a matching .
fund submission to the Commission which included signed statcments

dated December 10, 1979 from the individuals who made the loans,
which indicated that $250 of the $1,000 locans were, in fact, not
a‘lcan but rather a donatﬁon/contrlbutlon. o

b. the Committee submitited for matching on
December 31, 1979, a contribution of $20 which was. refunded on

October 6, 1979 at the\request of the contributor. ' The refund

transaction was not recorded in the Comnittee's data base and -
as a result, the $20. contribution was improperly included 'in

‘a’matching fund submission. Matching funds actually paid out

for the refunded contribution and the two (2) loans - after

the application of the appropriate submission error rates
totaled $490.54.

On November 13, 1980, the Commission approved
the interim report recommendation that absent a showing to the
contrary within 30 days of receipt of the report, the Commission
preliminarily determined that, a repayment of $490.54 be made to

+the U.S., Treasury pursuant to 26 U.S.C. 9038(b) (1) and 11 C.F.R.

9038.2(a) (1).

On December 29, 1980, the Audit staff received
cayment of $490.534 and forwarded the rezayment to the U.S.
asury.

a re
Trea

Recommendation

The Audit staif recommends that no further action be taken
with respect to the repayment of this amount ($490.54) pursuant
to 26 U.S.C., 9038(b) (1).




Repayment Summary

Repayment required from Finding A3 $ 73,660.34
Repayment required from Finding Bl 36,958.19
Rerayment required from Finding B2 589.07
Repayment required from Finding B3 490.54

Subtotal $111,698.14
Amount Repaid (Re: Finding 32 & B3) ( 1,079.61)

Repayment Amount $110,618.53*

Recommendation

. The Audit staff recommends that the Committee renay to the
J.S. Treasury $110,618.53 within 90 days of receipt of this report

pursuant to 26 U.S.C. 9038(b) (1) and (2). Further, the Committee

is afforded 30 days Irom receipt of this report to present legal

or factual materials to show that a repayment is not zreguired

(see 11 C.F.R. 9038.2(b)).

4. Matters Referred to the Office of General Counsel

v Certain other matiters notad during the audit
~were referred to the Cocmmission's Office of General Counsel
for consideration on June 13, 1980, September 5, 1980,

and January 14, 1981.

See Iootncte 7/ on page 18 for discussion of possible
adjustment to the repayment figure shown.
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FEDERAL ELECTION COMMISSION

WASHINCTION. DC 20463

Octcber 1, 1982

MEMOPANDUM

TO: FRED S. EILAND
PRESS OFFICE

A
FROM: BOR CCSTA

SUBJECT: PUBLIC ISSUANCE OF ADDENDUM TO THE
FINAL AUDIT REPORT - CITIZINS FOR LAROUCHE

kttached please find a copy of the zédendum to the Final
rhudit Report of Citizens For LaRouche which was approved by
the Commission on September 24, 1982.

A copy of the zZédencum to the Final =
received by the Committee's Counsel, there
may be released to the public.

zs been
.ddendum

oo
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1YEMORANDUM

TO:

THROUGH:

FROM:

SUBJSECT:

FEDERAL ELECTION COMMISSION
WASHINCTON, DC 20463

Septercser 21, 1982

EDDENDUM TO TRE FINAL RUDIT REPORT -
ITIZENS FOR LAROUCHE

I. Sumrmzrv of Issves and Recommendatiorns

On Mzy 6, 1281, the Ruéit staff received from Citizens For
Lzrouche ("the Committee"), its response o the finzl zudit
report. ~iso, on June 7, 1982, the Cormxmiziee provicec certain
recorés to the Audit Division in response tc our 2pril 16, 1982
letter. =Zzsed on our review of the meterizls presented, the
amount ceéiculatel as reczyeble to the U.S. Treasury hes Leen
revised from $110,€12.53 to $54,€71.84 {sze cuvrmmary at cazce 9).

rturther, it is recommenced that this Cocument be placed on |
the public reccré a2g an acdcendum to the zublicly released final
audit repoort. ’
II. 3eckcround

On &2ril 8, 1981, the Committee recsivsl 2 copy of the final
z2dit report. The resort zfforded the Cernmitiee 30 cayvs to
resoponé to certain f£indincs and conciusicne conteained therein,

In zécéition, the Committee was notiliec by letter cn July
13, 19€1 thet the Commission ceterminec i(=at expencditures Zor
selaries za&id to certeain nationel carnzeica steff while
temporarily worxinc in stetes anc€ certzin lcng fistance telechone
charces Cic not recuire allocation to stetes. The Rudit Divicsion
glso hané-Zelivered & copy of the letter to the Cormittee's
Zitzoncy on July 20, 198}, The Commitzss was recuestec to
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determine if its state allocations were affected by the
Commission's determination and was afforded 30 days from receipt
of the letter to submit an amended state allocation schedule (FEC
Form 3Pc) to the Audit Division. 1In addition, all computational
wchedules including copies of bills, expense vouchers, or any
other documentation detailing such amenément was to be submitted.

The Committee's response was due on August 19, 1981. The
Committee's attorney stated that the Committee currently has a
lawsuit against the Commission and is "on hold" pending the
outcome of the lawsuit.

In early November 1981, the Audit steff notified the
Committee that if they planned to submit &n amended state
allocation schedule with supporting éocumentation such action
should occur within 15 days, otherwise the Audit staff's

rcocymeﬂt calculation would be based con information available to
ate.

5
ot

I

On lovember 20, 1981 the Audit staff received & telegram
from the Committee which stated that their attorney was presently
encaced in litication in New Jersey &nd Lnable to assist in their
response, The Cormittee recuested iticnal tize to December
15, 1981 in order to file zny zmend:

+
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The Audit staff notified the Cormittee by letter (cated
Decexber 4, 1981) thet the Decenber 15, 1881 time frame would be
ecceptable., To date, no amendrents have been received from the
Commmittee in response to the July 13, 1981 letter.

A. Disclosure of Contributor Information

Section 234 (b) (3) (A) of Title 2 of the United
States Code states that each report chall disclose the
identificetion of each person (other than a politicel committee)
who makes & contribution to the reporting ccmmitiee during the
reporting period, whcse contribution or contributicons have an
acgrecate amount or value in excess cf €200 within the calencar
vear, or in any lesser arount if the reporting committee should
so elect, tocether with the éate and amcunt of each contribution,

During the review of the Committee's contribution
cords and reporis, a sarmple cof contritutions wes randomly
lected and tecsted for preper cdisclersure of contributor:

informaeticn (occurgzti swplcver). The samrle indicated
that at a2 90% conii etwren 21% 2nd 61% of the
contributions thra excess ©f $200 were disclosed
withcout the contr vration zné ’cr rnzme of empliover.
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However, for the most part, this information was contained within
the Committece's contributor files.

In its response to the finel audit report, the
Committee stated that they are hindered from filing the
amendments because their computer vendor is involved in
bankruptcy proceedings, and to retain another vendor or process
the information by hand would be impossible at this time._ A
review of Committee reports filed through March 31, 1982 1/
indicated that the necessary amendments for proper disclosure of
contributor information have not been filed.

The Commission has determined that the bznkruptcy
proceedings involving CFL's computer vendor does not absolve CFL
from filing anended reports.

recomrendation

Since the necessary contributor information (occupation/name
of emplover) is conteined in the Committee's contributor files,
the Cecmmission reccmmends that the Coamittee file amended reports
within 30 czyvs of receipt of this letter.

B. tliocation of Zxpenditures to Stiztes

1, rinding II.A.2.b, on pacges 12 through 15 of the
final aucdit report contzined a recommencation that the Cormittee
amend its state zllocation schedule within 30 davs of receipt of
the report to zlilocate $27,385.l7 tc New Eampshire for the
purchase of literature targeted to that state. The report zlso
included & recommendation that the Commitiee obtzin and submit
éocumzntation (literature samples) nececszary to determine proper
gllocation for 104 invoices toteling $170,344.99 within 30 davs
of receipt of the final audit report.

1/ This is the latest report filed to cate. :






e~

—

-4-

The Committee rcsponded to the Audit staff's
recommendation on May 6, 1981, by providing worksheets and
schedules increasing the Committee's allocation to New Hampshire
by $6,067.24. On June 1, 1981, the Committee filed an amended
state allocation schedule (Form 3Pc) providing for public
disclusure of the increase in New Hampshire's state allocation
total. The Committee's incrcased allocation to New Hampshire
resulted from their review of the $27,385.17 in literature costs
noted in the final audit reéport as recuiring allocation to New
BHampshire and literature costs not supported by documentation
necessary to determine proper allocation.

The Committee's response offers, for the first time,
detailed explanations of distribution, uszge and content in
support of their alloceation of literature costs incurred
throughout the campaign. These explanations enabled the Audit
staff to re-examine literature previouvsly consicdered to reguire
100% allocation to the state of New Xzmpshire. In addition, the
cxplanations aided in evaluating the allocation of literature
costs for additional sample literature included with the
Committee's response. The Committee clsc precvicded a cress-
referencing system to identify previOHSTy examined literature
camples for proper allocation. The ional literature csamples
and crocss-referencing ¢ for errors and
literature submitted zs ITI on ¥ay 6, 1981,
to review
ted, however, at
ation necessary

$§82,389.24 of
recorés in April
criptions of the
that review,
.00 did not
Hampshire.
samples not
$6,165.00).

{

b

Q;

o
o
et Ohif b

Sioer rf'
O;

b B U
]
U ot ot

i

2]

e
RN (o R B e T
Cu T O M Qi

momn
Qs (0
O
v O

L“at time the Col ittee di d not prov
to determine proper allocation for the
literature costs. Prior to recuesting Ccomi
1982, the Audit staff agein reviewed invoic
remaining $82,389.94 in literature cocsts.

it was determined that invoices totaling $6,
contain any direct or indirect referenc o
Therefore, the cost of the remaining
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that the Committee allocated these costs ($40,552.94) using the
same percentages applied to the literature costs for which
documentation was submitted, therefore, the Audit staff
recommends no further action on this matter.

2. Finding 1I.A.2.c. on pages 16 through 18 of the
final audit report contained a recommendation that the Committee
amend its state allocation schedule to properly allocate that
portion of housing costs not allocated to New Hampshire (rent
$4,888.60, telephone $712.75, and damages $4,181.00) and provide
documentation that demonstrates the amount of rental payments
($10,094) noted in the final report was incorrect. Further, it
was recommended that, within 30 days of receipt of the final
zudit report, the Committee obtain and submit the documentation
necessary to determine the proper allocation of telephone
« xpenses incurred in 1980 and amend their state allocation
rchedule accordingly.

The Committee's response indicated that the rental
portion of the housing costs for the candicdate, from October
1979, through termination of the lease on March 31, 1980, totaled
$8,594 (more precisely at $6,930.14 throuch the New Eampshire
Primary Election on February 26, 1980). The Committee's response
also noted that a $3,000 deposit, reguireé for securing the
lezse, was zpplied to the rental charge for March and the
remaining portion was used to reduce a $4,181 charge for damages
to the residence,.

In sumrmarizing the basis used for the azllocation
of rental payments, the Committee indicated that only a portion
of each month's rent was allocated to New Hampshire which
represented the number of days the candicdete actually campaigned
in the state, ending with the primary election on February 26,
1980. As of May 1981 the Cormittee had allocated $3,834.92 of
the $8,5%4 in rental payments to New Hampshire but none of the
damage charce,

With respect to the allocation of telephone

expences, the Committece responded that the audit report figure of
$1,425.49 actually represented costs incurred through rebfuary,
1880, rather than throu:gh Decermber, 1979. £2Zs noted on page 16 of
the final audit report, Committee telephone expenses were
2llocated 50% ($712.74) to New Hampshire and 50% ($712.75) to
national overhead.

'l

Liter making a series of &djustments to the

portion or teitcpnone cecsts allocated to nztional overhead, the
Committee indicated that an acdditional $302.53 has been allocated
t0 New Ezrpshire (51,015.27 total) and $£10.22 remains allocated
to national cverhead for long distance charges,
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Based on the documentation submitted, the Audit
staff agrees with the Committee's calculation of $12,775 for rent
($8,594) and damages ($4,181), and that telephone expenses for
the period of the lease totaled $1,425.49. However, the Audit
staff disagrees with the Committee's basis for allocating such
-xpenses (see Final Audit Report, page 17). Furthermore, this
matter will be addressed in the Commission's statement of reasons
in accordance with 11 C.F.R. 9038.2(4).

Summary - B.1l through B.5

The downward adjustments noted in sections B.1l and B.2
will be reflected in the Commission's final repayment
determination.

ew Eampshire Recap-Expenditures Affecting State Spending
Limitation

Lmount Allocated Per Committee Reports, $277,693,73
as amended

197% $ 91,220.03

1980 186,473.70

Eéditional Allocations to New Hampshire:

Media expenses 1,144.48 2/
Media expenses 492.71 2/
Media expenses 42,305.20 2/
Housing 9,350.30
expenses

Total Amount Allocable to New Eampshire $330,986.42
Less: New Hampshire Limit ( 294,400.00 )
zpount in excess to te repaid to S 36,386.42
U.S. Treasury

2/ CrL's response &nd the Commission's final determination
with respect to these ratters will ke zcdressed in ‘the
Commission's statement of reasons.
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c. Determination of Net Outstanding Campaign Obligations

Finding II.B.l on pages 19 through 25 of the final
sudit report contained a recommendation that the Committee be
1:quired to repay $36,958.19 to the U.S. Treasury within 90 days
of receipt of the report. Further, the Committee was afforded 30
days from receipt of the report to present legal or factual
materials to show that a repayment was not reguired. The audit
rcport also recommended that the Committee supply the Audit staff
with certain bank records for its Ohio account along with
financial records of the Teamsters Committee to Elect LaRouche
(an authorized committee) within 30 days of receipt.

The Ccmrmmittee responded to the Audit staff's
recommendation by submitting a revised NOCO statement along with
documentation detailing a portion of the listed winding down
costs. The Committee's financial position as presented on its
NOCO statement indicates that as of April 17, 1980, the
Candidate's cate of ineligibility, the Ccmmittee had a deficit of
$471,983.59. Furthermore, according to the Committee's NOCO
stateqnent, as of June 30, 1980, the Committee was entitled to an
zdditional $€,146.65 in matching funds

On Epril 19, 1982, the Audit steff reguested that the
Conmittee provide supporting documentation for §9,658.00 in
undocu:umented winddcwn expenses. In addition, it was recquested
that the Committee provide certain bank recorés for all of its
accounts.

The Committee responded to the Audit staff's reguest on
June 7, 1982 by submitting documentation to support $3,000.00 of
the undocumented winddown expenses. 1In addition, the Committee
submitied sufficient bank recorés for the Audit staff to
calculate the amount of meatching payments received in excess of
entitlement.

The RAudit staff reviewed the documentation submitted
and cetermrined that as of Zpril 17, 1980, the Cormittee's deficit
was $450,540.35. Further, during the period 4/18/80 through
7/2/80, the Committee received sufficient private contributions
end matching fund paviments to eliminate this deficit.

The Committee's NOCO s

nd the
ication of items contained "cear bi

esults 'of our
h

b= r1
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As a result of the CFL response to the final audit report,
the discrepancies which existed in the categories between
CFL and the Audit staff have been entirely and/or
substantially eliminated.

The Commission preliminarily deterrined on August 7, 1980
that this item is not a legitimate winding down cost.

The Committee was afforded 30 cdays in which to respond to
the Commission's preliminary deterrination (Committee's
responcse was due 10/5/80). No response was received from
the Co mittee. Furthermore, the Ccimittee did not pursue
its st atUuory richt to contest the Cormission's deter-
mination in the Court of Zppezls for the District of
Columbia (sce 26 U.S.C. 9041 (a)).

se figures represent documented winding down costs. Our
11 19, 1982 letter recuested the Committee to crrovide
:cuate Socuimmzntation in support of travel for FEC related
wsinecss and cstimated additional coxputer cocsts. Since
Ccrmittee failed to provide the necessary documentation,
unédocumented pvortion (S2,658 and $4 OOO resopcglvely)
icted with the cboxe two items has been excluded from
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Based on a review of the Committee's revised NOCO
statement and related documentation, the Audit staff determined
that the Committee received sufficient private contributions and
matching fund payments to eliminate its deficit (as calculated
by the Audit staff as $450,540.55) prior to its receipt on July
3, 1980, of a matching fund payment of $17,996.35. Furthermore,
the July 31, 1980 payment of $89.07 was also received when no
entitlement existed.

Concerning the financial records for the Teamsters
Committee to Elect LaRouche (TCEL), the Office of General Counsel
has received a letter from the bank* stating that no records
exist with respect to TCEL. Since TCEL's reported activity
totals only $45.00 the effect on CFL's entitlement would be
minimal, if any. Therefore, the Commission has determined that
no further action should be tzken with respect to this matter.

Summary

Item II.B. Expenditures in Excess of $36,586.42
New Eampshire State
Limitation

Item II.C. Matching Funcs Received .18,085.42
in Excess of entitlement

Revised rmount $54,671.84

I1I. Support for the Recommendation

Based on the Aucdit staff's review of the material submitted
by the Ccmmittee, it is recommended that a downward adjustment of
$55,946.69 be reflected in the Commission's final repayment
determination.

IV. Staff Coordinatioﬁ

A copy of this memorandum was furnished to the Office of
General Counsel for their consideration. Their comments are
attached.

CEZL's statement of organization discicses the Michigan
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FEDERAL ELECTION COMMISSION

1325 K SIREET N.W.
WASHINGTON. D C. 20463

ADDTTIONAL TNFORMATION REGARDING THIS ORGANIZATION
MAY BE LOCATED IN A COMPLETED COMPLIANCE ACTION
FILE RELEASED BY THE COMMISSION AND MADE PUBLIC IN
THE PUELIC RECORDS OFFICE. FOR THIS PARTICULAR
ORGANTZATION'S COMPLETED COMPLIANCE ACTION FILE
SIMPLY ASK FOR THE PRESS SMARY OF MR #_/ /707,
THE PRESS SUMARY WILL PROVIDE A BRIEF HISTORY OF
THE CASE AND A SIMARY OF THE ACTIONS TAKEN, IF ANY.

Audit # 28Y —1
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FEDERAL ELECTION COMMISSION

1325 KN STREET N W
WASHNCTON.DC 2463

ADDITIONAL DNFORMATION REGARDING THIS ORGANIZATION
MAY BE LOCATED IN A OMPLETED COMPLIANCE ACTION
FILE RELEASED BY THE COMMISSION AND MADE PUBLIC IN
THE PUBLIC RECORDS OFFICE. FOR THIS PARTICULAR
ORGANIZATION'S COMPLETED OMPLIANCE ACTION FILE
SIMPLY ASK FOR THE PRESS SUMMARY OF MR # /202 .
THE PRESS SUMMARY WILL PROVIDE A BRIEF HISTORY OF

THE CASE AND A SUMMARY OF THE ACTIONS TAKEN, IF ANY.

Audit # 229




Audit # 298

FEDERAL ELECTION COMMISSION

1325 K STREET N W
WASHNGTON, DC 204303

ADDITIONAL INFORMATION REGARDING THIS ORGANIZATION
MAY BE LOCATED IN A COMPLETED COMPLIANCE ACTION
FILE RELEASED BY THE COMMISSION AND MADE PUBLIC IN
THE PUBLIC RECORDS OFFICE. FOR THIS PARTICULAR
ORGANIZATION'S COMPLETED OMFLIANCE ACTION FILE
SIMPLY ASK FOR THE PRESS SUMMARY OF MR #_/38Y .
THE PRESS SUMMARY WILL PROVIDE A BRIEF HISTORY OF
THE CASE AND A SUMMARY OF THE ACTIONS TAKEN, IF ANY.







FEDERAL ELECTION COMMISSION
WASHINCTON D C 20463

December 23, 1982

tricia Dolbeare, Treasurer
- =1zens for LaRouche
4 West 58th Street
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Dear Ms. Dolbeare: .
Pursuant to-26 U.S.C. § 9038(b). on December 16, 1982
the Federal Election Commissicn made a final determination
that Lvndon LaRouche and the Citizens £or LaRouche should
repay 3$54,671.84 in primary matching funds to the United
States Treasury. Enclosed is the Statement of Reasons in
suppert of the Commission's final repayment determination.

Please note that, under 1l C.F.R. § 9038.2(e), the
1.84 should be repaid within twenty (20) days. The
= shculé be sent to the Commission, but made pavable
U.5. Treasury.
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If you have any guestions concerning this matter, rlease
1 Marsha Gentner of the Ccmuission's Cffice of General
unsel, at (202) 523-4175.

Sincerely,

Charles N. Steele
General ?

ennec., ;‘.. A% ]
iAssociate CGern

1 Ccunsel
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STATEMENT OF REASONS

On December 16 , 1982, the Federal Election Commission
[hereinafter cited as Commission on FEC] made a final
determination that Citizens for LaRouche [hereinafter cited as
CFL] and Lyndon LaRouche should repay $54,671.84 in primary
matching funds to the Secretary of the United States Treasury.
See 26 U.S.C. § 9038(b). Pursuant to 11 C.F.R. § 9038.2(b), the
Commission submits ?o CFL the following s:atement of reasons in
suppert of the FEC's final ;epayment'dete:mination.l/

I. State Expencditure Allocations

A. Expenditures for Political Broadcasts con National
Television

The Commission's audit staff discovefed in the pcst primary
audit of CFL that $163,231.02 in CFL expenditures for political
broadcasts on national television were nét allocated to state
expenditure limits by the committee. Accordingly, pursuant to 11
C.F.R. § 106.2(¢c) (1), these expenditures were allocated by the
Commission to the fifty states in proportion to the estimated
viewing audience of voting age in each state ("VAP"). On this

basis, $492.71 of these CFL expenditures were allocated by the

—

1/ This statement of reasons addresses only those issues raised
by the Commission's preliminary repayment determination as
contained in the Final Audit Report of the Citizens for LaRouche,
Inc. (approved March 17, 1981), which remain contested by CFL in
its Resctonse to the Firal Audit Report (May.6, 198l;. See

11 C.F.R. § 9028.2(b),(c) and (é). (The CFL respcnse is appencec
hereto as attachment I.) Certain of these contested matters,
however, were resolved in CFL's favor by the Commission on
September 16, 1982, and therefore will not be addressed herein.
See Addendum to Final Audit Report for Citizens for LaRouche,
Inc. (September 21, 1982). (Attachment II).
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Commission to New Hampshire. 2/ CFL in its Response to the Final
Audit Report [hereinafter cited as CFL's response] acknowledges
that the VAP formula used py the Commission is the most accurate
allocation formula; however, CFL asserts that the political
broadcasts in question should not be allocated to any state
expenditure limitations. The regulations expressly prcvide to
the contrary.

Section lbé.Z(h)(l) of title 11 of *the Code of Federal
Regulations states: |

Expenditures for publication and distribution of
newspapers, magazine, radio, television, and other
types of advertisements distributec in more than
one State shall be attributed to each State in
proportion to the estimated viewing audience or
readership of voting age which can reasonably be
expected to be influenced by these advertisements.

"The $163.231.02 of expenditures were for media advertisements 3/,

and were broadcast in more than one state, including New
Hampshire, and therefore, by the express terms of the regulation
guoted above were allocable, in part to New Hampshire, and all

other states in which the broadcasts were received. CFL argues

2/ The formula used is specified at page 8 of the Final Audit
Report of the Citizens for LaRouche, Inc., approved by the -
Commission on March 17, 1981, and received by CFL on April 8,
1981.

3/ CFL states in its response that in one of the national
broadcasts at issue, LaRouche did not even mention his camgpaign,
intimating thet the broadcast was not to influence voters and
thus shculd not be allocated to a state, Such reasoning does not
support CFL's position, however, for if the expenditure, in fact,
was not campaign related, then it was not a qualified campaign
expenditure, see 26 U. S.b. § 9032.9(A) and 11 C.F.R.

§ 9032.9(a)(2), and thus CFL would be required to repay the
entire amount of that expenditure to the U.S. Treasury. See

26 U.S.C. § 9038(b)(2)(A) and 11 C.F.R. § 9038.2(a)(2)(i).
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in its response that these broadcast expenditures should not be
allocateé to any state because they were intended tb affect
"national opinion as a who;e'; yet the committee cites no
statutory or regulatory language that provides for such an
exception to the clear and unequivocable language of 11 C.F.R.

§ 106.2(¢c) (1) requiring the allocation to states of media
expenditures. Thus, the Commission has determined that $492.71,
cr .402% of th; $1%3,221.92 of CFL n;tiona} media evzenditures
are allocable to the committee's New Ham?shi:e state expenditure

limitation.

An additional $13,760.34 in CFL media costs not allocated to
any state was found by the auditors. See Final Audit Report at
7. Again, using the VAP formula over 50 states, $55.32 or .402%
of the $13,760.34 was allocated by the Cbmmission to CFL's New
Hampshire state expenditures. While the CFL response did not
specifically address this $55.32 allocation, the basis for that
allocation by the Commission is, as the foregoing demonstrates,
that 11 C.F.R. § 106.2(c) (1) expressly requires such an

allocation.

B. Expenditures Allocated to Massachusetts

CFL placed televisicn, radio, and newspaper advertisements
between January 9 and February 8, 1980, totalling §57,393.62, ané
allocated these expenditures on the following basis: $4§,358.53
or 86% to Massachusetts; $§6,887.21 or 12% to New Hampshire; and

$573.94 or 1ls, éach, to both Vermont and Connecticut. Due to the

structure of the Massachusetts Democratic delegate selection,
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process, the fact that Lyndon LaRouche was not on the ballot in
the Massachusetts primary, and that these expenditures occurred
after the final ballct access date of January 4, 1980, the
Commission made a preliminary determination that the $57,393.62
in advertisement expenditures were not precperly allocable by CFL

to Massachusetts in any portion. Therefore, the Commission

_ determined that CFL must amend its allocation schedules to

attribute 85.71@ of "those experditures to New Hanmgshire, or
$42,305.20. Despite the fa¢t that LaRoucSe was not and could not
have been on the Massachusetts ballot as of the time the
$57,393.62 was expended, CFL has asserted in its response that
86% of those expenditures were properly allocated to
Massachusetts because the campaign was seeking to obtain the "no
perference"” vote in that state.

The Massachusetts primary was held cn March 4, 1980. As
previously noted, the final ballot access date for the primary
was January 4, 1980. However, prior to the primary, district
caucuses of the state Democratic party were held in Massachusetts
on February 10, 1980. Specifically, a congressional district
caucus was held on that date for each candidate on the Democratis
primary ballot. Every participant in a particular candidate's
caucus was required to sign a pledge in support of that

candidate. 4/ Rule 9 of the Massachusetts Delegate Selection

4/ Each candidate for delegate was also required to file by
February 4, 1980, a statement of delegate candidacy stating the
presidential candidate whom the delegate candidate supported, or
an uncommitted status. Rule 8 of the Massachusetts Delegate
Selection Plan for the 1980 Democratic National Convention.
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Plan for the 1980 Democratic National Convention [hereinafter
cited as Delegate Plan Rule __]. 1In addition, no person could
participate in more than one district caucus. 1d. These
caucuses in turn selected tﬁose delegates who would represent the
particular primary ballot candidate for whom the caucus was held.
Because the Massachusetts primary ballot also provided for a
"no pfeference" selection, district caucuses were also held on
February 10, 1980,_50: the no preference delecate selection. The

chair of each no preference-caucus was required to be appointed
by the Chairman of the Massachusetts State Democﬁatic Committee
no later than January 15, 1980. See Delegate Plan Rules 5 and 6.
The chairs of the no preference caucuses were reguired to sign an
affidavit to the effect that the chair represented no candidate,
announced or otherwise. Participants in the no preference
caucuses also had to sign pledges that they supported no
candidate at that time. Delegate Plan Rule 9. Delegates to
represent the "no preference" choice were then selected at these
caucuses.3/

Following the March 4, 1980 Massachusetts Democratic

primary, delegates to the Democratic National Convention were

—~

5/ all delegate candidates in the no preference caucuses were
required to sign an affidavit by February 4, 1980, attesting to
their uncommitted status, see n. 4, sucra, ané tec maintain this
unccmmitted status throuch the primarv. See Telegate Plan Rule
8. Thus CFL's contention in the affidavit of Lawrence Sherman
(Exhibit A to CFL Response) and at page 8 of the CFL response
that thirty delegates who were elected as uncommitted delegates

"were in fact committed to . . . LaRouche's candidacy” is
misleading and inaccurate. )
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designated based on the number of votes for each candidate on the

ballot., See generally Delegate Plan Rule 15. Uncommitted

delegates to the Democratic National Convention were designated
on the basis of the percenéage of "no preference” votes in the
Massachusetts primary. §/ Id. All candidates for delegate and
elected delegates were required to be identified as to their
respective presidential preference or uncommitted status at all

levels of the érocess, from the caucus, to the primary, and up

until the convgption. Delegate Plan Rule 8. Furthermore,
delegates selected for a particular primary ballot candidate were
required to vote for that candidate at least through the first
ballot at the Democratic National Convention. 1d.

In light of the Massachusetts Democratic delegate selection
procedures in 1980 as outlined above, it is clear that the CFL
expenditures for the advertisements in question, dating from
January 9 to February 8, 1980, could not reasonably be expected
to influence the Massachusetts viewing voting age population to
vote for Lyndon LaRouche, or for delegate candidates supporting
LaRouche, in either the March 4, 1980 primary or the preceding
district .caucuses held on February 10, 1980. See 11 C.F.R.

§ 106.2(c)(l). Inasmuch as LaRouche was not on the primary

ballot, no person could be influenced to vote for him in the

6/ The Massachusetts primary did provide a blankline for write
in votes, see Mass. Gen, Stat. Chap. 53 S70E, and if a write-in
candidate secured enough votes, a caucus tc choose delegates in
support of that person to attend the national convention, would
be held after the primary. Delegate Plan Rule 15, However, CFL
acknowleges in its response to the Commission that the committee
did not stage a write-in campaign in Massachusetts or seek to
influence the write-in vote in that state.
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primary and no caucus could be held to pick delegates to support
him. Moreover, as all no preference delegates seleéted by virtue
of the primary and no preference caucuses had to maintain their
declareé uncommitted status at least through the March 4 primary,
See Delegate Plan Rule 8, CFL could not by its January 9 to

February 8, 1980, advertisements influence the election of

~ delegates who supported LaRouche through the no preference slot

on the primary ballot. 1/ .

The essence of CFL's argument in supéort of its allocation
of 83% of its media expenditures to Massachusetts is that the
committee was attempting to influence the voters of that state to
specifically vote "no preference", because it was CFL's opinion
that uncommitted delegates might lead to the committee's goal of
an "open" Democratic National Convention. Nothing in the record,
however, supperts CFL's contention that its January 9 to February
8, 1980, media advertisements were directed at influencing voters
to cast a "no preference" vote in the Massachusetts primary. CFL
acknowledges the only documentation it provides in support of its
position is a campaign strategy memorandum from Barbara Boyd of
the committee. See Exhibit B of CFL's response. That Gdocument
is not probative on this issue, as it merely makes passing

reference to the Massachusetts race in two places. First, on

page 2 of the memorandum, there is a reference to a slate of

1/ Furthermore, since participants in the no preference caucuses
were required to pledge they supported no candidate for the
presidential nomination, CFL could not have influenced the
outcome of the no preference delegate selection caucuses to
select pro LaRouche candidates, either.
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"uncommitted”, however what appear to be relevant portions of
this documentary reference have been "blacked-out"™ by the
committee, making the document unreliable evidence for the
purpose for which CFL profférs it. The second reference to
Massachusetts in the document is on the third page, which simply
notes the Massachusetts caucus date, and makes no mention of any
CFL strategy for Massachusetts, let aicne one by CFL to stage a
no preference aévegtising camgaign. Moreover, the fact that CFL
did not even stége a write-in campaién on behalf_of LaRouche in
Massachusetts, although there were no legal impediments such as
those for ballot access in initiating a write-in campaign, belies
the assertion that CFL was attempting by its January 9 to
February 8, 1980 advertisements to influence Massachusetts voters
to in some way support the LaRouche campﬁign.

The Commission has consistently refused to permit a
candidate to allocate expenditures to a state in which the
candidate is not on the primary ballot, where the expenditures

have been made after the ballot access date. 8/ See e.g. Final

Audait Report of the [1976] Udall for President Committee.

Moreover, .the Commission also applies this policy to the

candidate's benefit by not applying the "10% rule” of 26 U.S.C.

8/ However, if the expenditures are made prior to the balilot
access date in a state primary, the Commission will permit thenm
tc be allocated to that state even if the candidate sutseguently
does not appear on the ballot. Thus, 1% of the January 9 to
February 8, 1980, expenditures appropriately were allocated by
CFL to Vermont, although LaRouche was not on the ballot in that

state, since the final ballot access date in Vermont was February
12, 1980.
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§ 9033(c) (1) (B) to the candidate in a state where the candidate
is nct on the ballot. 3/ See 11 C.F.R. § 9033.5(b). Thus,
neither the record, the statute and regulations, nor prior
Commission action support CFL's attempt to allocate 86% of its
$57,393.62 in expenditures to Massachusetts, where LaRouche was

not on the ballct and did not even stage a write-in campaign, and

_only 12% of those expehditures to New Bampshire where the

candidate was on the primary ballot. CZ. Gelman v, FEC, 631 F.2d

939,943 (D.C. Cir. 1980), cert. denied 445 U.S. 876 (1980)

("where [assérted] construction leads to a conclusion that is
illogical or at odds with apparent purpose cf the statute, there
can be no doubt as to the correctness of the agency's
position®) .10/

For the foregoing reasons, the Commission has also
determined that CFL improperly allocated 86% of its $2,200.20 of

February 1980, television charges to Massachusetts, and that

9/ Had the Commission considered LaRouche to have actively
campaigned in Massachusetts as CFL now asserts, the provisions of
26 U.S.C. § 9033(c) (1) (B) would have coperated to make LaRouche
ineligible for further matching fund payments, since it would
have been the second consecutive primary in which LaRouche

received less than 10% of the vote. -

10/ The Commission notes that CFL has erroneously stated the
position the FEC took in the Gelman action. The FEC position in
that case was merely that LaRouche failed to get 20% cf the votes
cast in the Michigan Democratic presicdential primary, and
therefore that the recquirement of 26 T.S.C. -~ § 9033(c) (4) (B) to
regain eligibility for matching funds haé not been met by the
candidate. It was CFL, however, that asserted to the court that
votes cast for the "uncommitted" slot in a primary are not votes
"for a candidate". See Gelman v. FEC, 631 F.2d at 941l.




85% of those expenditures, or $1,885.79, should have been
allocated instead to New Hampshire. Therefore, since CFL already
allocated $796.63 of this amount to New Hampshire, the remaining
$l,089.16 has been attributéd by the Commission to CFL'g New
Hampshire expenditure totals.

C. Rental of Bouse in New Hampshire and Associated
Telephcne Expenditures

The Commission has determined that $4,759.08 in rental
payments, $410.22 f&r telephone charges, and $4,181 for damages
associated with-a house in &ew Hampshire leased by CFL from
October 1979 through February 1980, and allocated by the
committee to national overhead must be allocated to CFL's New
Hampshire expenditure limitaticn. Section 106.2(b) of the
Commission's regulations states that expenditures for goods and
services used in a campaign in a specific state shall be
allocated to that state. See also 11 C.F.R. § 10€.2(a); FEC
Advisory Opinion 1979-73, Fed. Elec. Camp. Fin. Guide (CCH)
95449. Based upon these regulatory provisions, the Commission
has consistently required that the entire amount of candidate
lodging while campaigning in a state be attributed to that state.
The fact that the candidate lodging CFL expended funds on was a _
rental property rather than more transient locdging such as a -
hotel does not provide a sufficient basis for distinguishing
those payments and waiving the state allcocation regquirement. The
rental property ‘was used in conjunction with the LaRouche

campaign in New Hampshire; indeed it is clear that but for that
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New Hampshire campaign CFL would not have rented a house (and
thus paid for phone service for that house) in that state. CFL
stated in its response to t@e Commission's preliminary repayment
determination that the New Bampshire house was rented to mitigate
the costs to the committee of flying Mr. LaRouche in and out of

New Bampshire to campaign. Thus, admittedly the rental and

_ telephone payments were for goods and services used in the

campaign in New'ﬂamSPhi:e, andé there{pre unger 11 C.F.R,
§ 106.2(b) must be allocated to New Hampsﬁi:e.

In support of its allocation of the amount in question to
"naﬁiongl overhead”, CFL states that a portion of the candidate's
time spent at the New Hampshire rental property was devoted to
work on a book and campaign materials, as well as for candidate
"rest" and "other personal activties*®, The regulations define
national overhead expenditures to be those for "administrative
staff, and overhead costs directly relating to the national
campaign headgquarters." 1l C.F.R. § 106.2(b). Rental payments

and associated telephone charges 11/ for candidate lodging in a

state do not fall within this regulatory definition. Moreover,

11/ The Commission notified CFL by letter of July 2, 1981, that
certain long distance telephone charges would not be required to
be allocated to states if amended allccation schedules and
detailed documentation supporting the charges, including copies
of bills supporting the charges, was presented to the Commission
within thirty days of receipt of the letter., The CFL response to
the July 2, 1981 letter was originally due on August 19, 1981,
but subsequently was extended by the Commission until December
15, 1981. To date, CFL has not submitted any amended allocation
schedules or supporting documentation pursuant to the FEC's July
2, 1981 letter,
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to the extent the Commission accepts CFL's assertion that the New
Hampshire house paid for by public funds was used by LaRouche for
personal matters and non-campaign related purposes (gsee CFL's
response, at 18, 19), those payhents were not qualified campaign
expenditures and therefore are subject to 100% repayment, in any
event. See 11 C.F.R. §§ 100.8(a) (1) and 9032.9(a)(2).

D. Expenditures in Excess of New Hampshire Limitation.

Pursuant té 11°C.F.R. § 9035.1({), the -expenditure
iimitation for New Bampshire in 1980, wag $294,400. 1Including
the items noted above, $330,986.42 of the funds CFL spent in the
1980 campaign were or should have been allocated by the committee
to New Hampshire., Therefore, inasmuch as CFL exceeded the New
Bampshire limit by $36,586.42, these funds cannot be
characterized as qualified campaign expenses. ll C.F.R.
§ 9034.4(d). Accordingly, the Conmission has determined
$36,586.42 must be repaid by CFL to the U.S. Treasury. 11 C.F.R.
§ 9034.4(a) and 9038.2(a)(2).

II. Excessive Payments of Matching Funds to Which The Candidate
Was Not Entitled

On August 7, 1980, the Commission preliminarily determined
that the étatement of net outstanding campaign obligations =
[hereinafter cited as NOCO statement] submitted by CFL pursuant
to 11 C.F.R. § 9034.5(b) on July 28, 1980, and the alternative
NOCO statement submitted by CFL on August 4; 1980, were
inaccurate, Spécifically, the Commission determined thaf certain

expenditures, inter alia "general legal expenses", claimed by CFL

to be winding down expenses did not qualify as such, see
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11 C.F.R. § 9034.4(c), and that other claimed outstanding
campaign obligations were not adequately dccumented; See
11 C.F.R. §§ 9033.1(a)(l) and 9038.2(a) (3). The Commission
notified CFL of this determination and the basis therefore by
letter of September 3, 1980, and invited CFL to submit a response
within 30 days. No response from CFL was receiv;d by the FEC
within that time framelz/ and, accordingly, on October S5, 1980
the Co:mission'é creliminarzy decisic§ became finzl, CFL did not
seek review of this decision in the couré of appeals as providecd
for By 26 U.S.C. § 9041l (a).

Subsequently, the Commission, in its final audit report of
CFL again set forth the FEC audit verified NOCO Statement fcr
CFL. Based on that NOCO Statement, it was preliminarily
determined that CFL had received matchin§ fund payments after the
committee had reached the point where its net outstanding
campaign obligations did not exceed its cash on hand and other
assets {when CFL "zerqed out?), and that therefore CFL should
repay those funds to the U.S. Treasury. See 26 U.S.C.
38 9033(c) (1) and (2), and 9038 (b) (1l); 11 C.F.R. §§ 9034.4(c),
9034.5, and 9038.2(a) (1).

12/ ¢crL alleges to have sent a letter on September 19, 1960
responding to the Commission's September 3, 1980 letter, . The
mailroom dockets, as well as the records of the Commission, the
Office of General Counsel, and the Audit Division show that this
letter was never received by the Commissicn, and CFL offers no
proof of receipt by the Commissicn. In any event, a copy of the
letter is attached to the CFL response and thus has Lteen reviewed
by the Commission in making its final repayment determination.




CFL, in its May 6, 1981 response to the final audit report

submitted yet another NOCO Statement. Upon review of this latest

NOCO Statement, as well as additional documentation submitted by

CFL on June 7, 1982, an addendum to the final audit report was
issued by the Commission finding the committee "zeroced out" for
purposes cf the Presidential Primary Matching Payment Account
Act, as of July 2, 1980, and that the $36,586.42 in matching
funds received.by CFL after that date should be repaid. However,
the Commission ccntinues to reject a; leéitima:e.winding down
expenses the $13,400 for general legal fees that CFL has claimed
in its July 28, 1980, August 4, 1980, and May 6, 1981 NOCO
Statements, and $4,000 of the §$13,750.90 CFL lists as other
compliance/computer costs in its May 6, 1981 NOCO Statement.l3/
With respect to the $13,400 in general legal fees disallowed
by the Commission, a detailed basis fcr this determination was
set forth and provided to CFL in the FEC's letter of September 3,
1980, and is hereby incorporated by reference to this statement
of reasons. (See Attachment III), The committee's failure to
timely exercise its right to judicially challenge the
Commissiaon's determination in this regard after it became final
on Octobe:'s, 1980, arguably could be considered a waiver of an;

right to contest that decision. See 26 U.S5.C. § 9041l(a).

13/ The May 6, 1981 NOCO Statement was the first one in which
CFL claimed $13,750.90 for computer/compliance costs. Previous
CFL NOCO Statements had claimed only $9,250 for this category of
expenses, :
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Assuming arquendo, however, that CFL is not estopped from
now contesting this issue, CFL has not demonstrated the expenses
claimed are qualified campa@gn expenditures. The $13,400 was for
legal fees in connection with three defamation suits against
Lyndon LaRocuche and CFL. Actions in defense of a defamation suit

re not undertaken "for the purpose of influencing any election
for Federal office"”, and thus expenses incurred in so doing are
not 'expenditurés"" See 11 C.F.R. § 100.8¢a)(l). Therefore,
these payments were nct winding down or dther qualified campaign
expehditures. See FEC Advisory Opinions 1980-4 and 1979-37, Fed.
Elec. Comp. Guide 9% 5457, 5419. See also FEC Advisory Opinion
1980-57, id. at ¢5310. Cf. 11 C.F.R. § 9032.9(a) (3).
Consistent with this interpretation, the Commission has not
required that the amounts spent by CFL in'defending these
defamation suits be allocated to CFL's overall or state
expenditure limitations. See FEC Advisory Opinion 1980-4, supra.

The other item listed on the most recent CFL NOCO Statement
that the Commission continues to reject as part of CFL's net
outstanding campaign obligations is $4,000 of the compliance and
computer costs claimed by the committee. Notwithstanding
extensive opportunities provided by the Commissiorn to CFL to
submit additional documentation, CFL has failed to provide the
supporting materials for these $4,000 of expenditures as 'requi:ed
by 11 C.F.R. § 9033.1(a). Thus, the Commission rejects CFL's

claim that this $4,000 payment which was not documented in
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accordance with the regulations may be defrayed by public
matching funds. 11 C.F.R. § 9038.2(a) (3).14/

As the NOCO Statement contained in the Commission's addendum
to the CFL final audit report shows, as of July 2, 1980, CFL no
longer had any net outstanding campaign obligations. Therefore,
CFL was not entitled to the two matching fund payments it
received on July 3 and July 31, 1980, totalling $18,085.42.
Accordingly, tﬁe Commission has determined that amount should be
repaid by CFL and Lyndon LaRouche to the.United States Treasury.
See 26 U.S.C. § 9038(b) (1).

I1I. Summary of Repayment Determination

The Commission has determined CFL exceeded its state
expendifure limitation for New Hampshire by $36,586.42. 1In
addition, the Commission has determined that CFL received
matching funds of $18,085.42 in excess of its entitlement.
Therefore, pursuant to 26 U.S.C. § 9038(b) (1) and (2), Lyndon

LaRouche and CFL must repay $54,671.84 to the United States

Treasury.

14/ CFL .in its response to the final audit report also seems to
challenge the Commission's August 7, 1980 determination that CFi
expenditures in connection with travel to and lodging at the
Democratic national convention were not legitimate winding dewn-
expenses. See 11 C.F.R. § 9034.4(c). However, the NOCO
Statement submitted by CFL with its response does not list these
exgenditures as campaign obligations. 1In any event, as the CFL
response acknowledges, CFL's attendance at -the nominating
conventicn was not an attempt to terminate campaign activity, but
to continue and escalate it. Id. Therefore, since these expenses
were incurred long after LaRouche's April 17, 1980 date of
ineligibility, and since they do not qualify as winding down
expenses, the statute mandates that these expenses not be
defrayed with matching funds. 26 U.S.C. § 9033(c).
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