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FEDERAL ELECTION COMMISSION

WASHINGTON, DC 2046}

REPORT OF THE AUDIT DIVISION
ON THE
REAGAN BUSH COMMITTEE, THE REAGAN BUSH COMPLIANCE FUND
: , AND
THE DEMOCRATS FOR REAGAN

I. Background
A. Overview

This report is based on an audit of the Reagan Bush
Committee, the Reagan Bush Compliance Fund and the Democrats
for Reagan, to determine whether there has been compliance with
the provisions of the Federal Election Campaign Act of 1971, as
.amended ("the Act"). The audit was conducted pursuant to
Section 9007 (a) of Title 26 of the United States Code which states
that after each Presidential election, the Commission shall
conduct a thorough examination and audit of the qualified campaign

expenses of the candidates of each political party for President
and Vice President.

, In addition, Section 9007.1 of Title 11 of the Code of
Federal Regulations states that after each Presidential election,
the Commission shall conduct a thorough erxamination and audit of -
the receipts, disbursements, debts and obligations of each
candidate's authorized committee(s). Such examination and audit
shall include, but shall not be limited to, expenses incurred
pursuant to 11 C.F.R. 9003.4 prior to the beginning of the
expenditure report period, contributions to and expenditures made
from the legal and accounting compliance fund established under
11 C.F.R. 9003.3(a), contributions received to supplement any
payments received from the Fund, and qualified campaign expenses.

The Reagan Bush Committee ("RBC" or "the Committee")
registered with the Federal Election Commission on May 29, 1980
(under the name Reagan for President General Election Committee 1/)
and served as the principal campaign committee of the Honorable
Ronald Reagan, Republican candidate for President of the United
States. The Candidate designated the Reagan Bush Compliance Fund 2/
("the Compliance Fund") on July 7, 1980 (under the name Reagan for

On August 7, 1980, the Committee amended its statement of
organization to conduct business as the Reagan For President
General Election Committee and/or Reagan Bush Committee.

The Reagan Bush Compliance Fund was established to defray

legal and accounting costs associated with ensuring
compliance with the FECA.
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President Compliance Fund) and the Democrats for Reagan on October 31,

1980 as authorized committees. The Reagan Bush Committee and the B
Reagan Bush Compliance Fund maintained their headquarters in Washington,
D.C. and the Democrats for Reagan maintained its headquarters in

Arlington, Virginia. -

The audit oovered the- period May 29. 1980 through December
31, 1980, the final coverage date of the most recent reports filed
by the Committees at the time of the audit. During that period, the
Committees reported the following activity: - -

Beginning Total - Total Ending
Committee -__Cash - Receipts Expenditures Cash

Reagan Bush Committee <-0- $32,516, 345 37 $31,647,351. 55 $868 993 82

Reagan Bush COmpliance -0- 2,110,857.80 1,512, 152 36 598, 705 44
Fund ) i ’ .

Democrats for Reagan -0- ~ 10,000.00 3/ 10,000.00 3/  -0-

In addition, certain financial activity was reviewed throdgh‘

«March 26 1981.

This report is based upon documents and working papers

- supporting each of the factual statements contained herein. They

form part of the record upon which the Commission bagsed its decisions
on the matters addressed in the report and were available to the
Commissioners and appropriate staff for review. a

B. :Key Personnel

The principal‘officers of the Committees durihg the period
audited were: - : S ‘ ,

Committee ;” o "~ Chairman Treasurer

Reagan Bush Committee =~ U.S. Senator Paul Laxalt Ms. Bay Buchanan 4/

Reagan Bush Compliance U.S. Senator Paul Laxalt Ms. Bay Buchanan g/
Fund :

Democrats for Reagan Mr. Leon Jaworski Ms. Janine Perrignon

Activity of Democrats for Reagan was comprised solely of a .
transfer received from and made to the Reagan Bush Committee. .
Therefore, this activity is not subject to the limitation

at 2 U.S.C. 441a(b) (1) (B). 1In addition, the Democrats for
Reagan filed a termination report on January 30, 1981.

"On January 21, 1981, these Committees amended their statements’
of organization to disclose Mr. Scott Mackenzie as Treasurer,

and on October 2, 1981, a further amendment was filed to disclose
Mr. Arthur J. Dellinger as the present Treasurer.
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+ The audit included such tests as verification of total
.eported receipts, expenditures and individual transactions; review
of required supporting documentation; analysis of the Committees debts
and obligations; review of contribution and expenditurc limitations;
and such other audit procedures as deemed necessary under the
circumstances.

II. Audit Findings and Recommendations Relating
to Title 2 o% the United States Code

A. Monies Received by the Reagan Bush Committee Relatin
to Exgenaltu:es Made Bx the ﬁEgGEIican National Committee

Section 44la(b) (1) (B) of Title 2 of the United States Code
states, in part, that no candidate for the Office of President of the
United States who is eligible under Section 9003 of Title 26 (relating
to condition for eligibility for payments) to receive payments from
the Secretary of the Treasury may make expenditures in excess of
$20,000,000 (as adjusted for the change in the consumer price index

- since 1974), in the case of a campaign for election to such office
.. (also see 2 U.S.C. Section 44la(c)). The limitation relating to
operating expenditures for the 1980 general election is $29,440,000.

Eadih]

Section 44la(d) (1) and (2) of Title 2 of the United States
Code permits the national committee of a political party to make
expenditures in connection with the general election campaign of any

“@aacandidate for President of the United States who is affiliated with

. Wsuch party not exceeding 2 cents multiplied by the voting age
population of the United States as certified by the Secretary of

r~ Commerce (also see 2 U.S.C. Section 44la(e)).

v Section 9004.6(a) and (b) of Title 11 of the Code of

~ Federal Regulations permits an authorized committee of a publicly-

~” funded candidate to receive reimbursements for expenses for
transportation and related ground services made available to the
media, Secret Service and other staff authorized by law or required by

€. national security to travel with a candidate.

The Audit staff analyzed the campaign tours of the Presidential
and Vice-Presidential candidates for which the Reagan Bush Committee
sought reimbursement from the news media, Secret Service and Reagan
Bush Compliance Fund. Based on a review of Committee records, and
disclosure reports filed by the Republican National Committee, the
Audit staff has found that the RNC made seven expenditures totaling
$1,633,293.89 in connection with the campaign tours; the RNC applied
this amount to its expenditure limit under 2 U.S.C. Section 44la(d) (2). S5/
These RNC expenditures were made directly to the vendors and were in

S/ The RNC's limitation in 1980 was $4,637,653.76. It should be
noted that although there are several references in thisg report
. to certain financial activities of the RNC, the scope of the
audit work performed was limited to tests of the financial
records of the Reagan Bush Committee, Reagan Bush Compliance Fund

and Democrats For Reagan. The Audit Division did not perform an
audit of the RNC.
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‘ addition to the campaign tour expenditures made by the Reagan Bush

Committee itself. Without distinguishing between those amounts paiad

y the Reagan Bush Committee and those paid by the RNC, the Reagan Bush
ommittee billed the news media, Secret Service and its own compliance
fund ("Compliance Fund®") for their respective shares of the total
campaign tour costs (transportation and related services).

As a result of these billings, the Committee obtained
reimbursements from the news media, Secret Service and Compliance
Fund in the amount of $2,423,595.34. The Audit staff determined
that $1,138,891.24 of the total amount of such reimbursements received
by the Reagan Bush Committee was based on the above-described
expenditures made by the RNC. 6/ These reimbursements were retained
by RBC and reported on FEC Form 3P, Schedule A-P, Line 21. 7/ As a
result, the RBC's reported expenditures subject to the limitation
of 2 U.S.C. Section 44l1a(b) (1) (B) were offset (reduced) by $1,138,891.24.

It is the opinion of the Audit Division that the Reagan Bush
Committee improperly retained the above-described reimbursements since
the expenditures on which they were based had been made by the RNC and
not the Reagan Bush Committee. In effect, the Audit Division's position
is that the Reagan Bush Committee was "reimbursed” for amounts it had
not expended. The Audit staff has also stated that such rebates should
not have been applied as an offset to RBC expenditures to the extent
that the related expense was paid by the RNC. According to this
reasoning, to permit such an artificial "offset"” would have the effect
of increasing the expenditure limitation of the publicly-financed

candidates under 2 U.S.C. Section 44la(b) (1) (B) by the amount of the
offset".

During the fieldwork and at the exit conference of March 27,
1981, the Audit staff informed Committee officials of their opinion
that the Committee was not entitled to reimbursements based on RNC
expenditures and that these reimbursements could not reduce RBC
operating expenditures. On June 16, 1981, the Commission approved

. the Audit staff's recommendation contained in the interim audit report

that the Reagan Bush Committee be afforded 30 days from receipt of the
interim report: to explain the circumstances surrounding its receipt
of the $1,138,891.24 in reimbursements received related to expenditures
made by the Republican National Committee; and to demonstrate that the
receipt and reporting of these amounts are consistent with the require-
ments of the Act and Chapter 95 of the Internal Revenue Code (26 U.S.C.
Sections 9001 - 9012). Further recommendations were to be made after

the Reagan Bush Committee had had an opportunity to respond within the
30 day period.

This total includes $8,733.07 in reimbursements which were billed
but not collected as of 2/24/8l. It was included in the above
calculation based upon the Audit Division's review of reported
activity subsequent to 2/24/81 which indicates that an amount in
excess of $8,733.07 was reported as being received by RBC.

After completion of the audit fieldwork, the Committee filed an
amendment showing a different treatment as to a portion of these
monies. This is discussed at pages 7 and 8.
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. In its response to the Commission-approved interim audit
report, the Committee did not digspute that it had obtained reimburse-
ments from the news media, Secret Service and Compliance Fund based
upon tour expenditures of the RNC. The Committee stated that the
$1,138,891.24 represented "a proper offset of expenditures incurred
by the RBC and RNC in furtherance of Ronald Reagan's candidacy in
conformity with an agency relationship that existed between the RBC
and RNC." Briefly stated, the Coomittee claimed that: 1) it was
acting as the RNC's agent in managing certain of the RNC's funds; 2)
in its capacity as agent, the Committee obtained reimbursements due
the RNC in connection with campaign tours; and 3) it expended, as RNC's
agent, for purposes of 2 U.S.C. Section 44la(d), an amount of money

corresponding to the amount obtained in behalf of the RNC in connection
with these same campaign tours. ’

The Committee did not point to a specific agency agreement,
“but indicated that the "course of dealing” between RBC and the RNC
demonstrated the existence of an agency relationship whereby the
Reagan Bush Committee managed funds for the account of the RNC.
The response also cited as authority for such an agency relationship
Section 110.7(a) (4) of Title 1l of the Code of Federal Regulations
which states that the national committee of a political party may make
expenditures authorized by this section through any designated agent,
including State and subordinate party committees. '

Finally, the RBC presented an analysis of these trans-

- actions with reference to Generally Accepted Accounting Principles
(GAAP) which included the concept of offsetting assets against
liabilities and the concept of proper financial presentation for entities
under common, direct, or indirect control. The RBC indicated that given
the agency relationship, the GAAP concept of offgsetting suggests that
the $1,138,891.24 in reimbursements received by the RBC should be

.. recorded as a liability to the RNC which could appropriately and
preferably be offset against other costs incurred by the RBC for the

> RNC. Further, the RBC indicated that there is substantial support in
the GAAP concept of proper financial presentation for entities under
common, direct or indirect control to suggest the more meaningful
presentation of the financial results of the Reagan Bush Presidential
Election Campaign would be to combine the activities of the RBC and
the RNC's Presidential Election Fund, based upon the common control
through the agency relationship. The RBC's GAAP analysis is, of
course, dependent upon the existence of common control and its
permissibility under applicable law.

Were the Commission to sanction the type of agency

relationship described by the Committee, the consequences would
include the following:




1) The separate expenditure limitations for party
ommittees under 2 U.S.C. Section 44la(d) (1) and (2) and publicly-
financed candidate committees under 2 U.S8.C. Section 44la(b) (1) (B)
would be effectively eliminated in favor of a combined limit;

2) The limited right of a party committee under 2 U.S.C.
Section 44la(d) (1) and (2) to make certain expenditures in connection
with the general election campaign of that party's nominee for
President would be expanded to permit the actual transfer of party
committee funds to the publicly-financed candidate committee,
effectively vitiating the distinction between expenditures and
contributions; and

3) The limitation of 2 U.§.C. Section 44la(b) (1) (B) would
effectively be increased, since the committees of publicly-financed
candidates would be permitted to receive and expend private funds in
the form of reimbursements, refunds and rebates due another entity.

‘e In addition, there would be changes necessary to the dis-
closure provisions to correspond to the above-noted results.

. The Commission is of the view that the two limits, the-
party's 44la(d) limit for expenditures from private funds and the
"~ candidate's 44la(b) (1) (B) limit on expenditures to the amount of
the public financing grant, must be maintained and administered
".:eparately. Despite the fact that the RNC and Reagan Bush Committee

hared the goal of electing a Republican President in 1980, the
Federal Election Campaign Act and Commission Regulations treat them
~+ as separate and distinct legal entities.

It should also be noted that while section 44la(d) permits
the party to coordinate its expenditures with the candidate without
this being deemed a contribution, the funds must be party funds for
whose expenditures the party is responsible; such party funds cannot

be contributed to the publicly-financed candidate nor be given over
¢~ to the candidate's control.

Since the Act, its legislative history and Commission
Regulations recognize a distinction between an actual transfer of
money to a candidate's committee by a party committee and an
expenditure under section 44la(d), a publicly-financed candidate's
committee cannot be the agent of the party committee for obtaining
and using private funds despite the RBC's permissive reading of
11 C.F.R. Section 110.7(a) (4) which allows a party committee to
designate an agent. The Reagan Bush Committee, therefore, should not
have retained monies in the form of reimbursements which were due the
RNC. While the Commission has permitted the use of section 44la(d)
monies to pay for expenditures incurred by the candidate if the party
so chooses, the effect of allowing reimbursement to the candidate for
expenditures made by the party is to mingle private money with public

‘money in a way not contemplated by the public financing system.
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If a publicly-financed candidate committee were permitted
to be the agent of a party committee with respect to the latter's
xpenditures under section 44la(d), the expenditure limits of both
committees in the general election would effectively be combined.
While it appears that the Reagan Bush Committee mistakenly viewed
the transactions in this way, the committees did not exceed this
“combined” limit by virtue of these transactions; had the RNC
received the reimbursements in question, such amounts could have
been deducted from its expenditures under Section 44la(d), thus
allowing the RNC to expend an additional $1,138,891.24 under this
section. 8/ The Reagan Bush Committee, in effect, expended the
RNC's $1,138,891.24. The total expenditures of both committees
were not increased by these transactions.

Amendments to Year-End Reports

One of the more significant aspects of the Reagan Bush

Committee's receipt and expenditure of RNC funds concerns the current

lack of clarity on the public record. This problem has been further
complicated by amendments by both committees to reports which they

-. had previously filed with the Commission.

m

-

; During the fieldwork and at the exit conference of
March 27, 1981, the Audit staff informed RBC officials that, in the
Audit staff's opinion, the RBC was not entitled to reimbursements
.. received based on RNC expenditures and that these reimbursements
""".iould not be used to offset RBC operating expenditures. While the

udit staff indicated that the reimbursements received relating to
RNC expenditures approximated $750,000, RBC officials were also
informed that this figure was preliminary and might be substantially
higher once the calculations were made final. Prior to the Audit
staff's finalization which resulted in the figure of $1,138,891.24,
the Reagan Bush Committee filed an amendment apparently based on the
conversations during the audit fieldwork and at the exit conference.

On April 1, 1981, the Reagan Bush Committee amended
its 1980 Year-End report to delete $748,163.16 in previously reported
reimbursements (Line 21, FEC Form 3P) and $748,163.16 in previously
reported operating expenditures (Line 24, FEC Form 3P) from its
reports and attributed these transactions to the Republican National
Committee. This amendment showed a downward adjustment to the Reagan
Bush Committee's reported reimbursements and operating expenditures.

8/ This assumes that 11 C.F.R. Section 9004.6 permits the party
committee to receive reimbursements from the news media and
Secret Service for transportation expenses which the party
committee had made. It should be noted that the regulation
speaks only in terms of an "authorized committee" being
permitted to receive such reimbursements.




It appears the amendment was designed to show that RBC received and
expended these amounts in behalf of the RNC under the latter's
spending authority under 2 U.S.C. Section 44la(d). On July 21, 1981,
the RNC amended its 1980 Year-End report to correspond to RBC's
treatment of the above noted receipts and expenditures. The total
reported expenditures of the RNC under section 44la(d) and RBC under
section 441la(b) (1) (B) were not changed by these amendments.

As pointed out in the interim report, the aforementioned
$748,163.16 amendment did not involve a transfer of monies between
RBC and the RNC, but rather, was merely a "paper" attribution of “the
amount of tour reimbursements allocated to the RNC" and selected
expenditures paid by RBC and later attributed via RBC disclosure
reports to the RNC.

In effect, the amendments of both committees reflected
the interim finding of the Audit Division that the Reagan Bush
Committee could not be reimbursed for expenditures made by the RNC.

The corresponding amendments were apparently designed to show that

. RBC was acting in behalf of the RNC; although the public record is

. by no means clear on this point, this reading of the amendments is
consistent with the agency theory advanced by RBC in response to the

., interim report of the Audit Division. The discrepancy in the amount
(the amendment's $748,163.16 versus the audited figure of $1,138,891.24)
appears to have resulted from the RBC's use of the lower figure verbally
presented to it by the Audit staff at the aforementioned exit conference,

vaand the RBC's failure to update that figure after receiving the

gPwritten calculation of $1,138,891.24.

o The interim report indicated that the Audit staff

did not believe that the after-the-fact attribution of expenditures
(actually made and originally reported by the Reagan Bugsh Committee)
— vas permissible, and advised the RBC to make an appropriate amendment

" to the public record. To date the RBC has not filed the recommended
amendment to its reports.

CONCLUSION

The Commigsion does not agree with the theory advanced
by the RBC. The Commission is of the view that the two limitsg--
the party's 44la(d) (1) and (2) limit for expenditures from private
funds and the candidate's 44la(b) (1) (B) limit of expenditures to the
amount of the public financing grant--must be maintained and
administered separately. While 44la(d) permits the party to
coordinate its expenditures with the candidate without having that
deemed a contribution, the funds must be party funds for whose
expenditure the party is responsible; the funds cannot be contributed
to the candidate nor given over into his control. 1In short, the
Commission rejects the idea that the limits are interchangeable, or
that the publicly-funded candidate can be the direct agent of the
party for obtaining or using the private funds.
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Having erroneously viewed the private funding limit and
the public funding limit as combined, the committees, nevertheless,
did not, through those transactions violate the combined limits;
rather, the RNC counted the expenditures against its limit, and the
combined total of expenditures was not increased by the transaction.
While the Commission thus concludes for that reason that no action is .
to be taken against RBC, the Commission will in the future insist that
the candidate committees and their associated party committee keep

separate their funds and be responsible for making the expenditures
under their respective ceilings.

Finally, the Commission concludes that the public record,
amended after the initial exit conference with the auditors, does
not at present accurately reflect the transactions which took place.
While the RBC has shown, by its amendment, the desire to correct
the public record, the public description leaves unexplained the
nature of the reimbursement. Hence, the reports should be amended.

Recommendation

It is recommended that with respect to the tour reimbursements

.received by the Reagan Bush Committee relating to expenditures made

by the RNC, an amendment is to be filed by the RBC within 30 days of
receipt of this report. The correction to the public record may be
accomplished by reclassifying from line 21 to line 22 of the Detailed
summary of Receipts and Expenditures (Page 2, FEC Form 3P) that portion
of the $1,138,891.24 received in 1980 and 1981 respectively. Line

22 of the summary should be retitled "Reimbursements Received Relating

To Expenditures Made By The Republican National Committee". It should

be noted that when filing this amendment the RBC does not have to file
supporting FEC schedules A-P for line 22 detailing each reimbursement,
but merely may disclose a "lump sum" amount being reclasgsified from
line 21 to 22 for 1980 and 1981 activity. In addition, lines 14 and
15 (FEC Form 3P, Page 1) of the Reagan Bush Committee's Reports of
Receipts and Expenditures for the 1980 Year-End Report and reports
filed in 1981 should be corrected to reflect the changes to expendi-
tures subject to the limitation resulting from the reclassifications
noted above. In the alternative, the correction to the public record
may be accomplished by placing an asterisk at line 21 of the Reagan
Bush Committee report stating, "see the Federal Election Commission
final audit report at pages three through nine."

With respect to the April 1, 1981 amendment ($748,163.16), it is
recommended that within the 30 day period the Reagan Bush Committee
file an amendment to its 1980 Year-End Report of Receipts and
Expenditures to reverse the transactions contained in the 4/1/81
amendment. Further, the RBC should advise the Republican National
Committee to file a corresponding amendment to its 1980 Year-End
Report within this recommended period so that the reports may properly
reflect the transactions and their impact on both committees.




. B. Disclosure of Debts and Obligations

Section 434(b) (8) Oof Title 2 of the United States Code

- requires disclosure of the amount and nature of debts and obligations

owed by or to such political committee; and a statement as to the
circumstances and conditions under which such debts or obligations
were extinguished, and the consideration therefor.

The Audit staff noted that the following letters of
credit were established with the Riggs National Bank in favor of
three vendors. The amount and nature of these letters of credit

were not disclosed in the Reagan Bush Committee's reports to
the Commission. ]

(1) Pacific Telephone and Telegraph Co.

An irrevocable letter of credit was established
in favor of the vendor pursuant to an agreement dated August 26,
1980. The credit, secured with certificates of deposit totaling
$300,000 (subsequently increased to $500,000), guaranteed the

. sat;sfaction of all obligatxons owed to the vendor by the Reagan-

Bush Committee.

(2) United Airlines, Inc.

Two irrevocable letters of credit were established
in favor of United Airlines on August 29, 1980 and September 11,
1980 pursuant to aircraft lease agreements. The credits,
collateralized with certificates of deposit totaling $425,000,

. guaranteed the satisfaction of indebtedness to the vendor by the

Reagan Bush Committee.

(3) Trailways Leisure and Travel

An irrevocable letter of credit was establighed
in favor of the vendor pursuant to an oral agreement of September
4, 1980, and payable upon written demand from Trailways. The

cred;t was collateralized with certificates of deposit totaling
$20,000. :

On April 15, 1981, the RBC filed its first
Quarterly Report for 1981, which substantially disclosed the
necessary information regarding these instruments.

Recommendation

Based on the above,

the Audit staff recommends no further
action on this matter.




Transfer To and From Affiliated Committees

® .
Sections 434(b) (2) (E) and 434(b) (4) (C) of Title 2
of the United States Code require the disclosure of the total

amount of all transfers made to or received from affiliated
committees.

The Audit staff noted a $10,000 transfer made by the
Reagan Bush Committee to Democrats For Reagan. The same amount
was subsequently transferred from Democrats For Reagan to the
Reagan Bush Committee. Democrats For Reagan disclosed the
receipt and disbursement of the transfers. The Reagan Bush
Committee considered the disbursement and receipt as inter-bank
transfers and did not disclose this actxvity in its reports
filed with the Commission.

On April 15, 1981, the RBC filed its first Quarterly
Report for 1981 which properly disclosed these transfers.

Recommendation

Based on the above, the Audit staff recommends no further
action on this matter.

_.III. Findings Related to Title 26 of the United States COde
and Repayment to the U.S. Treasury

A, Investment of Public Funds

Section 9004.5 of Title 11 of the Code of Federal
Regulations states, in part, that investment of public funds
is permissible, provided that an amount equal to all net
income derived from such investments, less Federal, State

and local taxes pald on such income, shall be repaid to the
Secretary.

Further, 11 C.F.R. 9007.2(a) (6) states that the
Commission shall notify the candidates of a political party
that a repayment of money to the Fund will be required in an
amount equal to any income received as a result of investment
or other use of public funds pursuant to 11 C.F.R. 9004.5, less
any Federal, State or local taxes paid on such income.

The Audit staff's analysis of activities through
March 18, 1981, revealed that the Reagan Bush Committee received
$465,040.86 in interest income from the investment of public funds.
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The Audit staff has determined that the interest income is subject
to $213,918.86 in Federal income taxes, and an unknown amount of
State and local income taxes. The interest income and associated
Federal income taxes were calculated through March 18, 1981.
Therefore, these figures are subject to an adjustment based upon
updated information regarding interest income and related taxes.

The Treasurer stated that the account would be closed on
or about August 1, 1981, and the net income (after taxes) would
be paid to the U. S. Treasury at that time.

On June 16, 1981, the Commission approved the Audit staff's
recommendation contained in the interim audit report that, absent a
showing to the contrary, the value of interest income less applicable
taxes (approximately $251,122) be repaid in full to the U.S.

Treasury within 30 days of receipt of the report.

The RBC has not provided any information concerning
its liability for State and local income taxes, nor has the
«- RBC made a repayment.

Recommendation

‘ The Audit staff recommends that within 30 days of receipt of
~~ this report the RBC submit documentation to the Commission's
Audit Division concerning any interest earned since March 18, 1981
v_as well as documentation supporting Federal, State and local taxes
. pplicable to all interest income earned. Further, it is
recommended that the RBC repay to the U.S. Treasury, within
¢~ the 30 day period, $251,122 plus an amount equal to0 any income
received as a result of investment or other use of public funds
. pursuant to 11 C.F.R. 9004.5 since March 18, 1981 (less any
Federal, State or local taxes paid on such income). During this
30 day period, the RBC may submit legal and factual materials to

< ~demonstrate that the repayment or any portion thereof is not required
" (see 11 C.F.R. 9007.2(c)).

Lok

B. Determination of Net Outstanding Qualified
Campaign Expenses

On March 26, 1981, the Reagan Bush Committee presented
an updated Statement of Net Outstanding Qualified Campaign
Expenses ("NOQCE") to the Audit staff depicting its financial
position as of December 4, 1980. The Audit staff reviewed the
books and records to verify the totals on the NOQCE. The
following represents the financial position as determined by

the Reagan Bush Committee and an audited version prepared by
the Audit staff.
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Reagan Bush Comittee

Mymofmtmwmmﬁdmmmm
As of Decenbex 4, 1980

Camittes Axdit
Asgets

Cash on Hand at 12/04/80 $ 975,909.07 $ 978,362.34
Accounts Receivable 1,650, 703.44 1,664,034.93
Interest Receivable 23,643.16 23,643.16

Capital Assets 16,378.90 $2,666,634.57 46,617.93 $2,712,658.36

Reimbursements Received Relating to
Expenditures Made by the
Republican National Cammittee (1,138,891.24)

Total Assets $1,573,767.12
. Lisbilities
- Accounts Payable for $2,042,699.25 $2,073,796.54
Qualified Canpaign Expenses
~7 Interest Repayable to the
U.S. Treaswy plus taxes 465,041.00 465,040.86

“aa paysble
..aembmt to Compliance __137,883.67 9/ 137,883.67 10/
Fud

Y )
Total Liabilities 2,657,740.25 2,676,721.07

¢ Net Outstanding Qualified Campaign $ 8,894.32 $(1,102,953.95) 11/
Expenses - Surplus (Deficit) ~

9/ Initially, the RBC showed an estimate of $150,000; however, on March 31, 1981,
trueneagm&shcamtteereporteda:emhmmttoﬂnmumm
totaling $137,883.67 which the Treasurer believes is an accurate represen-

tation of the expenditures made from the Campliance Fund which benefited
the Reagan Bush Camittee.

10/ This amount is subject to an upward adjustment.

11/ Revisions to this deficit figure will be made as additional information
becames available.




-14-

(1) Cash on Hand - Difference $2,453.27

The difference represents checks written prior to
12/5/80 and subsequently voided. The RBC has not adjusted (increased)
its cash on hand to include these voided checks.

(2) Accounts Receivable - Difference $13,331.49

The difference represents (a) a $909.50 overstatement
resulting from including two reimbursements ($15 00 and $894.50) not
related to operating expenditures; (b) a $2,137.91 overstatement
resulting from the RBC's use of an estimated accounts receivable total
at 3/26/81. The Audit staff calculated an actual total based upon a
review of all available records; and (c) a $16,378.90 understatement
representing the balance owed to the RBC for assets sold prior to 12/4/80.
The RBC included the $16,378.90 in its capital assets total. However,

since the assets were sold prior to 12/4/80 the Audit staff has included
the amount as an account receivable as of 12/4/80.

(3) Capital Assets - Difference $30,239.03

As previously stated in paragraph (2), the Reagan
Bush Committee sold a portion of its assets prior to 12/4/80 for
$16,378.90. The Audit staff has classified the $16,378.90 as an
account receivable as of 12/4/80. 1In addition, the Audit staff
has classified other assets on hand as of 12/4/80, totaling
$46,617.93, as capital assets. The RBC's NOQCE does not recognize
these assets. The Treasurer stated he would review the staff's .
calculation of the fair market value of these assets.

(4) Reimbursements Received Relating_;o Expenditures

Made By the Republican National Committee -
Difference 51, ESﬁ 891.24

The RBC has not recognized as a contra asset %%/
reimbursements it received relating to expenditures made by
Republican National Committee. The Audit staff's adjustment offsets
(reduces) the RBC's assets which are overstated by the amount of

reimbursements received relating to expenditures by the RNC. (See
Finding II.A. )

(5) Accounts Payable - Difference $31,097.29

The difference represents (a) a $14,296.50 overstate-
ment resulting from including expenditures for which the checks
were later voided and not reissued or reissued and included twice;
and (b) a $45,393.79 understatement resulting from the RBC's use of
an estimated accounts payable. The Audit staff calculated an actual
total based upon a review of all available records.

12/ Contra Asset - a credit balance account which offsets (reduces)
a particular asset account.




C. Matter Referred to the Office of General Counsel

A certain other matter noted during the audit was referred

to the Commission's Office of General Counsel for consideration on
December 1, 1981,

IV. _Repayment to the U.S. Treasury

Finding III.A. Investment of $251,122.00 13/ 14/
Public Funds

Recommendation

Pursuant to Section 9007.2(a) (6) of Title 11 of the Code of
Federal Regulations, the amount noted above ($251,122.00) is repayable
to the U.S. Treasury within 30 days of receipt of this report. If the
candidate disputes the Commission's determination that a repayment is
required, he may submit in writing, within 30 days of receipt of this

report, legal or factual materials to demonstrate that a repayment or
any portion thereof is not required.

This amount is subject to an upward adjustment based upon
any interest earned subsequent to March 26, 1981.

As previously noted, a certain other matter has been referred
to the Commission's Office of General Counsel. Upon resolution
of this matter, a further repayment may be required.




FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20063

December 10, 19&1
t

Edward L. Weicdenfeld, Esquire
McKenna, Conner and Cuneo
1575 Eye Street, N.W..
Washington, D.C. 20005

... Dear M:. w.idgnfeld:

- .

“1.% " Phig will confim our telephone conversation of this afterncen
.=and will reduce’ its subject matter to writing.

- Consistent with the action it took with Tespect to the file§ which
had been generated in the course of the audit of the 1976 Carter-Mendale
‘“Committee, the Commission has decided to Place on the public record

( he file developed during its audit of your client, the Reagan-Bush
L\ ittee. . , ,

. Accordingly, Qc anticipate that, simultaneous with the public
Crelease of the Final Audit Report of the Reagan-Bush Committee,

r-scheduled to occur at 10:00 a.m. tomorrew, we also will begin to
¢,m'k’ the audit documents available to the public.

The reeozés which we will make available tomozrrow are the
~following: .

- 1. Interim Audit Report, approved by the
Commission on June 16, 1981.*

2. Certification of Commission action by which
Revised Interim Audit Report was approved.
Certification dated June 17, 1981.

Cover letter to Scott Mackenzie, Trasucrer,
Reagan-Bush Committee, dated June 18, 1981,
transmitting Intezim Audit Report.

4. Acknowledgement of receipt of Interim

Audit Report by E.iL. Weidenfeld, cdated
{June 19, 1981.

5. Memo, dated June 11, 1981, from C.N. Steele

tc R.J. Costa, re: Suggested Changes to
Interim Audit Report.* .




. Ltr to E.L. woidchtcld
December 10, 1981
Page 2

Memo, dated May 29, 1981, R. Costa to
Commissioners, ze: Interim Audit Report

of the Reagan Bush Committee, et al.,

with draft Interim Audit Report attached.®

Memo, dated May 26, 1981, fton C.ﬁ. Steele

to R.J. Costa, re: Analysis of Interim Audit!
Report.* ,

ueﬁs, dated April 13, 1981, from R. Costa to
C.N. Steele, re: Interim Audit Report, Reagan-

Bush Committee, et 2l., with draft Interim Audit
Report attached.* o

9. hemo. dated November 13, 1981, from R.J. Cosfd
to Commission, re: Final Audit Report, with
draft Final Audit Report attached.*

- Memo, cated November 12, 1981, C.N. Steelé;to

R.J. Costa, re: Comments on Revited Draft Repor:
cf the Auéit Division.*® -

Memo, cated November 25, 1981, C.N. Steele to
Commission, re: Addditicnal Comments on Reagan-

- Bush Audit in licht of the District Court's
Opinion ané Order of November 13, 1681.

Memo, dated October 13, 1981, frem C.N. Steele to

Commission, re: RBC Audit, Ccmmission Directive cf -
September 16, 1981. . ‘ .

As per our conversation; I understand that vou will contact

- me in the morning with respect to the release cf the above described
records., : '

General Counsel

Fursuant to, 2 U.S.C. §437g(a)(12)(A), all reference =0 matters

being revieWed by the Ccmmissicn in the enfcrcement track have
deleteé frcm these recotds.
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Finding III 3 - Canmpaign Tour Reimbursements

Two components of Finding II A are upward adjustments tt
reported expenditures subject to the limitation at 2 0.Ss.C.
441a(b) (1) (B). The discussion at Finding III B3 details and
supports these adjustments.

Consistent with their recommendaticn
for Finding II A, the Office of General Counsel recomnends that

Finding IXI 3 be deleted in its entirety from the interim :cpo:t:

. The Audit Division agrees with Office of General
Counsel's

recommendation provided that 2ll other findings relating
to the proposed MUR action be deleted in their entirety.

3. Finding IIT £ - Determination of Net Outstandin
ggaIi!ic! Eggga!gn tXpenses "'J;

. Consistent with Finding II A and III B this finding
recognizes two liabilities. The first is reimbursements due'the
RNC ($1,138,891.24) and secondly, income repayable from campaign
tours ($16,849.50).

: The Office of General Counsel has recommended
that all references to the amount due the RNC and the income from
-+ .° . canpaign tours be deleted.

The Audit Division is of the cpinion that selectively

deleting these items materially understates and misrepresents the
deficit spending position of the Reagan 3ush Committes.

Jf) : 4. Finding IV - Repavment Summary
- .

This finding is merely a recap of the matters noted in.
the intezim report which may result in a repayment to the U.S.
Treasury. The Office of General Counsel has concurred with the
recommendation provided that the repayment-<from Section III A be
- reduced §

. and the repayment from Section III Aa. (1)
(. .) be deleted. These adjustments total § .

. and reduce the recommended repayment
_amount from § i to §.
e .

As an alternative to preparing the report as recommended
by OGC, it is the recommendation of the @udit Division that the
findings related to the proposed MUR action be completely

excised from the interim report. To selectively remove portions

of the affected findinas wnuld matariallv misstate and misrepresent

the is;ucs at hand.




To 4o otherwise would cause the issue of whether or not
the Committee exceeded the 2 Uv.S.C. 441a(d) (1) (3) limitation te be
deal: with separzately, both in the auvdit Tepozt for part of the
dppazent overage and dealt with in the. MUR track for the remainde:z.

In the place of these deléted findings, suggested language
has been included at Section III 3 of the Teport prepared by the
Aulit Division for Commission consideration. .

It is :iconacndcd that this interim report be place oa the
Executive Session agenda of June 4, 1981 for considerzation.

Should you have any questions, please contact Tem Nuzrthen
at extension 3-415S5S.

stated




- Memorandum to Robert Costa
Page Three '

Suggested Changes to Revised Interim Audit Report of the Reagan
Bush Committee, Reagan Bush Compliance Fund and Democrats for
Reagan '

Part III. E. De

termination of Net Outstandi
Q22I!!&!E_ESEEQEQE_EEESEQSQ

The Office of General Counsel recommends
(4) on page 15 be expanded to fully
received are considered a contra-ass

that paragraph
explain: 1) why the monies

et; and 2) what a contra-
asset is.

27




FEDERAL ELECTION COMMISSION .
WASHINCTON. D.C. 2046)

May 29, 1981

THE COMMISSIONERS

B. ALLEN CLUTTER
STAFF DIRECTOR

COSTA

INTERIM AUDIT REPORT OF THE
REAGAN BUSH COMMITTEE, REAGAN
BUSH COMPLIANCE FUND AND
DEMOCRATS FOR REAGAN

Attached is a copy of the subject report for your review
and consideration. 1In addition, the legal analysis pezformed
by the 0ffice of General Counsel is attached at Exhibit A.
Attached at Exhibit B is the cover memorandum and interim report
forwarded to OGC. These documents are provided as background
information ané to facilitate relference between the lecal analysis

ané the findings contained in the ceport reviewed by 0GC.

t should be noted that the Audit Division and the Office
of General Counsel are not in agreement recazding the presentation
cf certain finéings in this report. The staffs have had several
éiscussicns regcarding the subject. The areas of disacreement.

e discussed below. All references to Zindings pertain <o matte:cs

centained in the interim report forwarded to OGC for analysis
({see Exhibit B).

1. Pindings II A - Limitation on Expenditures and
in txCess O Limitation

The 0ZZfice cf General Counsel has ccncurred with the
ceccmmendations provided that certain matters aoted in the findings
be éeleted and the amount in excess of the limitation be adjusted
accoréingly. Counsel reccrmmencds that all ceferences in the
f£indings ccncerning expenditures made by the RNC, and income

: camzaizn zours be Seleted and the masiasr refarz:sid

- -

£cr MUR treatment.

The Audit Jivigicn is of the cpinicn that selectively
hese items materially understactes ané misrezresents
at hand.




FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20463

June 11, 1981

Robert J. Costa
Assistant Staff Director

B. Allen c:l.uttc:k/ :

Staff Director

Charles N. Steel

General Counsel ‘04 <15‘4,.
Suggested Changes to Revised Interim Audit
~Report of the Reagan Bush Committee, Reagan

"Bush Compliance Fund and Democrats for
Reagan 7

Pursuant to the Commission's direction, the Audit
Division and the Office of General Counsel have discussed
-needed changes in the above~described report scheduled to
be discussed in executive session on June 16, 1981. This
office has .reviewed the Audit Division's draft based upon

these discussions, and has additional comments and suggested
changps. : }

Part II.A. Limitation on Expenditures

It is the view of this office that the discussion of
the Committee amendments of April 1, 1981 should be expanded.
Due to the length and complexity of the facts discussed, the
Office of General Counsel recommends that the following
subheading precede the second paragraph on page 5: "Amendment

to Year End Report Not Recognized"

After the first sentence in the second paragraph, the
following language should be insertcgs

The audit disclosed that the Republican National
Committee ("RNC"), pursuant to 2 U.S.C. § 44la(d),
made expenditures of $1,633,239.89 for campaign
tours of the presidential and vice-presidential
candidates. These RNC expenditures were in addition
to campaign tour expenditures of $ by the Reagan
Bush Committee itself. As described more fully in
Finding III.B.(2), the Reagan Bush Committee billed
the news nedia, Secret Service and its own compliance
fund for their respective shares of the total campaign
tour cafts without distinguishing between amounts :
paid by the RNC and those paid by the Reagan Bush Committee.

T s GETATRN e e aa .., . s




Memorandum to Rober. Costa
Page Two ; . . . . .
Suggested Changes to Revised Interim Audit Report of the Reagan

Bush Committee, Reagan Bush Compliance Fund and Democrats for
Reagan .

As a result of these billings, the Committee
obtained § in payments from the news media,
Secret Service and the Compliance Fund. The audit
staff determined that $1,138,891.24 of this total

représented payments to Reagan Bush based on the
above=described RNC expenditures.

Again, without distinguishing between monies
received related to expenditures made by the RNC
and Reagan Bush, the Committee reported the total
amount on Schedule A-P, Line 21, thereby showing

a reduction of § to the Committee's operating
expenditures.

During the fieldwork and at the exit conference

of March 27, 1981, the audit staff informed Comnittee
officials that the Committee was not entitled to
payments based on RNC expenditures and that these
RNC-related payments could not reduce Committee
operating expenditures. While the audit staff indicated
to the Committee that its estimate of RNC-related
‘payments approximated $750,000, it also infdrmed the
officials that this figure might be substantially
highér once the calculations were made final. Prior

to the audit staff's arriving at the figure of =
$1,138,891.24 in RNC-related payments, the Comnmittee
filed an amenément apparently based on ccnversations ‘
during the audit fieldwork and at the exit conference.

After the above insertion, begin a new raragraph with the
second sentence. "One of the effects of this amendment, if
the amendment is deemed permissible would be. . ." should be
deleted. 1In its place, this office suggests that the following

‘be inserted: "It appears that the amendment was filed to
* Show * o ‘o>-

The first part of the first sentence on page 6 should be

chanced to read as follows: "This amendment attenpted to
show a . . "

This dfiiée also suggests that all the language after
che first sentence of the second paragraph on page 6 be deleted
as to00 speculative. .
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FEDERAL ELECTION COMMISSION

WASHINCTON. D.C. 20463 ' I NF Lrim

June 18, 1981

Mr. Scott Mackenzie, Treasurer
- Reagan Bush Committee

P. O. Box 4207

Arlington, Virginia 22204

Dear Mr. Mackenzie:

The attached is to formally advise you of the £findings
and recommendations of the Audit staff resulting from the
audit of the Reagan Bush Committee, Reagan Bush Compliance
Fund and Democrats For Reagan. These matters were discussed

at the conclusion of the fieldwork in Washington D.C. on
March 27, 1981.

You are requested to comply with the stated recommendations
within 30 days of receipt of this interim report. after
expiration of this 30 day period and receipt of your response,
the Audit staff will present a final audit report to the
Commission for approval and subsequent public release. If the
recommendations contained in this report are followed, such
efforts will be noted in the final report. However, adherence
to these recammendations will not necessarily preclude the
institution of enforcement proceedings with regard to apparent

violations of the Federal Election Campaign Act of 1971, as
amended.

If you have any questions regarding these matters, please

do not hesitate to contact Tom Nurthen or Charlie Hanshaw at
(202) 523-415S. .

A,
Robert J. Costa

Assigtant Staff Director
for the Audit Division

Attachment as stated

cc: The Honorable Ronald Reagan
President of the United States

’J,.‘




FEDERAL ELECTION COMMISSION
WASHINCTON. 0.C. 20063

ACKNOWLEDGMENT RECEIPT OF INTERIM REPORT
. ‘ ON THE
REAGAN BUSH COMMITTEE,
REAGAN BUSH COMPLIANCE FUND
AND
DEMOCRATS FOR REAGAN

I acknowledge receipt of the Committees' and Candidate's
copies of the Interim Audit Report on the above named Committees

which was approved by the Commission on June 16, 1981.

P
Reagan Bush Commit es

iﬁ'lkql

Date

}‘: rCoenael. & 5&0}«‘( 9(;.

~vl XS
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| T, Zana L. Stafford, Recording Secretary for the Pederal

Klaction Cumission Mesting cn Jwe 16, 1961, do hereby certify

that the Comission decided in a vobs of 5-1 to approve the Revised

mwemegaummmm. Reagan Bush

Wmum‘mm,umm;n

Agenda Document: $81-002 and amended in the meeting.

 Commissicners Harris, McGarry, Reiche, Thomson, and Tiernan
‘voted affimmstively, and Camissioner Aikens dissented.
" . Attests

G227

Date
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FEDERAL ELECTION COMMISSION Comairnios
WASHINGTON, D.C. 20463 aﬂf;w«(

INTERIM REPORT OF THE AUDIT DIVISION -
ON THE b-1c-% ]
REAGAN BUSH COMMITTEE, THE REAGAN BUSH COMPLIANCE PUND
AND '
THE DEMOCRATS FOR REAGAN - -

I. ‘Backg:cund

A. Overview

This interim report is based on an audit of the Reagan
Bush Committee, the Reagan Bush Compliance Fund and the Democrats
for Reagan, to determine whether there has been compliance with
provisions of the Federal Election Campaign Act of 1971, as
"amended ("the Act"). The audit was conducted pursuant to :
“Section 9007 (a) of Title 26 of the United States Code which states
- that after each Presidential election, the Commission shall
conduct a thorough examination and audit of the qualified campaign

. expenses of the candidates of each political party for President
and Vice President. . .

In addition, Section 9007.1 of Title 11l of the Code of ‘

Federal Regulations states, that after each Presidential election,
the Commission shall conduct a thorough examination and audit of -
the receipts, disbursements, debts and obligations of each
candidate's authorized committee(s). 3Such examination and audit
shall include, but shall not be limited to, expenses incurred
pursuant to 1l C.F.R. 9003.4 prior to the beginning of the
expenditure report period, contributions to and expenditures made
from the legal and accounting compliance fund established under
11 C.F.R. 9003.3(a), contributions received to supplement any ‘

' payments received from the Fund, and qualified campaign expenses.

: The Reagan Bush Committee ("RBC") registered with the
Federal Election Commission on May 29, 1980 (under the name Reagan
foz President General Election Committee*) and served as the
‘Principal campaign ccmmittee of the Honorable Ronald Reagan,
Republican candidate for President of the United States. The .
Candicate designated the Reagan Bush Compliance Fund** ("the
Compliance Fund") on July 7, 1980 (under the name Reagan for
President Compliance Fund) and the Democrats for Reagan on

On August 7, 1980, the Ccmmistee amencded its statement of
crcanization tc conduct business as the Reagan For President
Gene:allslec:ion Cemmittee and/or Reacan Bush Committee.

The Reagan 3ush Compliance Fund was astablished to defray

legal and accounting costs associated with ensuring com-
sliance with the FZCA.
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October 31, 1980 as authorized committees. The Reagan Bush
Committee and thc Reagan Bush Compliance Fund maintain their
headquarters in Washington, D.C. and the Democrats for Reagan
maintained its headquarters in Arlington, Virginia.

. The audit covered the period May 29, 1980 throuqh
Docombo: 31, 1980, the final coverage date of the most recent
reports filed tho Committees at the time of the audit.

During that period, the Committees reported the followinq
activity:

| Beginning Total Total Ending
" Committee . Cash Receipts ggggggieur.c
Reagan Bush Committee -0- $32,516,345.37 $31,647,351.85 $868,993.82
Reagan Bush Compliance -0- 2,110,857.80 1,512,152.36 598,708 .44

Democrats for Reagan =0- ' '10,000.00*  10,000.00* -0~

In addition, certain finnncial activity vas :cvicw‘d
through ua:ch 26, 1981.

This report is basod upon documents and wo:kinq papc:s
supporting each of the factual statements contained herein. !hoy
form part of the record upon which the Commigsion based its
decisions on the matters addressed in the report and were availablc
to the Commissioners and appropriate statf for review.

B. Key Personnel - | .-

The p:incipal ofticc:s of the Committees during the poriod
audited were:

Committee S ~ Chairman . Treasurer
Reagan Bush Committee U.S. Senator Paul Laxalt Ms. Bay Buchanan**

' Reagan Bush Compliance  U.S. Senator Paul Laxalt Ms. Bay Buchanan** '
Fund _ .

Democrats for Reagan Mr. Leon Jaworski Ms. Janine Perrignon

Activity of Democrats For Reagan was comprised solely of a
transfer received from and made to the Reagan Bush Committee.
Therefore, this activity is not subject to the overall limita-
tion at 2 U.S.C. 441&(b)(1)(8). In addition, the Democrats
For Reagan filed a termination report on January 30, 1981.

v , . . A i
bl On'Januigy 21, 1981, the Committees amended their statements
of organization to disclose Mr. Scott Mackenzie as Treasurer.




C. Scope

The audit included such tests as verification.of total
reported receipts, expenditures and individual transactions; review
of required supporting documentation; analysis of Committee debts
and obligations; review of contribution and expenditure limitations;

and such other audit procedures as deemed necessary undcr the
circumstances.

II.

Interim Audit Findings and Recommendations Relatin
to Title ¢ of the Uniti! States Gode’ ,
Reagan Bush Committee

A. Limitation on Expenditures

~ Section 44la(b) (1) (B) of Title 2 of thc United States
Code states, in part, that no candidate for the Office of President
.0f the United States who is eligible under Section 9003 of Title
"26 (relating to condition for eligibility for payments) to 'ecoivc
payments from the Secretary of the Treasury may make expenditures
in excess of $20,000,000 (as adjusted for the changc in the consumer
price index since 1974), in the case of a campaign for election to
such office. (also see 2 U.S.C. 44lalc)).

‘The limitation relating to operating expenditures
for the 1980 general election is $29, 440 000.

The Audit staff's analysis of the Reacan Bush Committee's
reports filed from May 1, 1980 through December 31, 1980, and
.available records relating to receipts and expenditu:es £rom
January 1, 1981 through March 26, 1981 revealed the following
with respect to expenditures subject to the $29,440,000. 1imitation.

There were no material findings with respect to either the
Reagan Bush Compliance Fund or Democrats For Reagan relating
€2 Title I ¢f the United States Coéde.
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Overall Limit (2 U.S.C.441a(b) (1 8))4

Reported expenditures subject to limitation from $29,012,404.02
S/1/80 through 12/31/80. .

Adjustments to the above reported totals:

Add: Expenditures subject to limitation frem : 270,431.52
) 1/1/81 through 3/26/81. _

.

Debts and obligations owed by RBC at 3/726/81 - 75,393.79*

Reimbursement made to the Compliance Fund 137,883.67
(see Finding III.C.) -

Monies received relating to expenditures 1,138,891.24
made by the Republican National Committee
(see Finding III.B.(2)).

Income reilizcd from campaign tours ’ 50,588.48 .-
(see Finding III.B.(l)). o

Voided checks included in operating - (  15,438.18)
expenditures from 5/1/80 through 12/31/80. ’

Capital assets on hand to be liquidated. ( 46,617.93)

Debts and obligations owed to RBC at 3/26/81. ( 29 ,208.09)*

Total Expenditures Subject to Limitation
from 5/1/80 through 3/26/81.

Adjustments to these figures may be necessary upon review

of the actual receipt and expenditure activity relating to
debts and obligations.

&a’




Based upon the above analysis, it appeacs that the
Reagan Bush Committee has exceeded the limitation at 2 U.S.C.
45la(b) (1) (B) in the amount of $ ’ (s less
$29,440,000). The Audit staff noted that the Reagan Bush Committee
did not identify on its reports any amounts paid from its operating
accounts which may be allocable to the Reagan Bush Compliance Fund
(e.g., headquarters/field office overhead, etc.). Therefore, the
Reagan Bush Committee may wish to review its overhead costs and
reallocate, on a reasocnable basis, an amount applicable to the
Compliance Fund and obtain reimbursement for same.

Amendment to Year End Report Not Recognized

It should be noted that the above analysis does not .
recognize an amendment filed by the Committee to its 1980 year end
report. The audit disclosed that the Republican National
Committee ("RNC"), pursuvant to 2 U.S.C. Section 44la(d) (2), made
expenéitures of $1,633;239.89 for campaign tours of the presidential
.and@ vice-presidential candidates. These RNC expenditures were in addi-
tion <0 campaign tour expenditures made by the Reagan Bush Committee.
-As described more fully in Finding III.B.(2), the Reagan Bush

Ccmmittee billed the news media, Secret Service and its own com-
zliance fund for their respective shares of the total campaign

‘tour costs without distinguishinc between amounts paid by the

ANC ané those paid by the Reagan Bush Committee.

As-a result of these billincs, the Ccmmittee obtained
payments from the news media, Secre:t Service and the Compliance

fund. The Audit staff cdetermined thzt $§1,138,8%1.24 represented

tayments tO the Reagan 3ush Commitiee based on the above described
RWC ‘expenditures. '

Again, without distinguishing between monies received
related to expenditures made by the Reagan Bush Committee and the
RNC, %the Reagan 3ush Committee repcrted the tctal amount on
Schedule A-P, Line 21 (Refunds, rebates, returns of deposits),
thereby reducing cperating expenditures subject to the limitation.

During the fieldwork and at the exit ccnference of
March 27, 1981, the audit staff informed Commnittee cfficials
«hat the Commitiee was not entitleéd to payments based on RNC
experndisures ané that these payments could nct reduce Committiee
operating expenditures. While the Audit stali indicated that
=he monies received relating Lo RNC expenditures approximated
€750,000, it also infcrmed the cfficials <hat this figure may
=& suis+«ansially higher cnce the calsulaticns were made Iinal,
Pricr «o0 the Aucit staff's arrziving at cthe Zizure eof $1,138,8%1.24
<he Reacan Bush Cecmumi £iled an amencment acgarently based
cn ccrnversaticons dur e audit fieléwerk ané at the exit

scnference.

a
-
-

-

h

}.
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On April 1, 1981, the Reagan Bush Committee amended its
1980 year end@ report to delete $748,163.16 in previously reported
refunds (Line 21, FEC Form 3P) and $748,163.16 in previously
reported operating expenditures (Line 24, FEC Form 3P) and attributed
these transactions to the Republican National Committee. It appears
that the amendment was filed to show a $748,163.16 reduction of the
Republicar National Committee's previously reported expenditures
on behalf of the candidate, thereby, establishing enough room within
its 2 U.S.C. 44la(d) (2) limitation of $4,637,653.76 to accommodate
the additional $748,163.16 in expenditures originally made by the
Reagan Bush Committee.* As-of June 1S, 1981, the RNC had not
amended its reports recognizing the above noted receipts and expen-
ditures. Further, the RNC's disclosure reports filed to date
indicated that it had made other expenditures pursuant to 2 U.S.C.

441a(d) (2] on behalf of the candidate totaling $4,479,239.27 toward
its limitation of $4,637,653.76.

Reported oxpcnditures made by the RNC $4,479,239.27
pursuant to 2 U S.C. 44la(a) (2)

_Less: Amount of reimbursements (748;163;162
allocated to the RNC

Subtotal ~$3,889,490.60

Add: Expenditures made by the “  748,163.16
Reagan Bush Committee and attributed
“after the fact” to the RNC

Expenditures subject to 2 U.S.C. 44la $4,479,239.27
(@1 (2] limit as adjusted by amendment - T

The aforementioned $748,163.16 amendment did not involve a
transfer of monies between thc R.agan Bush Committee and the
RNC, but rather was merely a "paper” attribution of “"the
amount of tour reimbursements allocated to the RNC" (see
Finding III.B. (2)) and selected expenditures originally paid
by the Reagan Bush Committee.




This amendment also attempts to shcw a downward adjustment
to the Reagan Bush Committee's reported refunds and operating
expenditures in the like amount of $748,163.16, thereby reducing

the § ) in expenditures subject to the limit as computed
by the Audit staff on page 4 of this report. ,

. The Audit staff does not believe that this "afier the
fact” attribution of expenditures (originally made and reported

by the Reagan Bush Committee) to the PNC is permissible within the
definition of 2 U.S.C. 44la(d)(2).

Recommendation

The Audit staff recommends that the Reagan Bush Committee be
requested to show within 30 days of receipt of this report that
the overall limitation has not been exceeded as set forth above.
Further, if the Reagan Bush Committee reallocates any expenditures
-to the Compliance Fund, computational schedules detailing the
"reallocation should be provided to the Audit Division for review
within the 30 day pericd. Further, it is recommended@ that the
Reacan Zu:sh Committee file an amended report and thereby properly
disclcse the $748,163.16 in expenditures (originally made by the

Reagan 3ush Committee) 2as subject tc the limitation contained at
2 T.S.C. 441a(d) (1) (B).* : :

Atsent such a showing that the limitation has not been exceeded.
2 determination will be made regardinc an amount to be repaid to the

. C.S.

Treasury (see Finding III.A. ané repayment summary a:t Section
Iv.). -

Turther amenéments may be reguireé tc preperly disclose
expenditures subject <o the limitation.




B. -.Disclosure of Debts and Obligations

Section 434(b) (8) of Title 2 of the United States Code
rcquircs disclosure of the amount and nature of debts and obligations
owed by or to such political committee; and a statement as to the
circumstances and conditions under which such debts or obligations

were extinguished, and the consideration therefore.

The Audit staff noted that the following letters of

'c:.dit were established with the Riggs National Bank in favor

of three vendors. The amocunt and nature of these letters of

* credit were not disclosed in the Reagan Bush Committee's reports

to the Commigsion. °

(1) Pacific Tclcghbnc and Telegraph CO..

T An i::cvocable letter of credit vas cstablishod in
!avo: of the vendor pursuant to an agreement dated August 26,
1980. The credit, secured with certificates of deposit totaling
$300,000 (subsequently increased to $500,000), guaranteed the

satisfaction of all obligat&onl owed to thc vendor by the Reagan
Bush Committee.

(2) United Airlincs, Inec.

Two irrevocable letters of credit were established
in favor of United Airlines on August 29, 1980 and September 11.
1980 pursuant to Aircraft lease agreements. The.credits,
collateralized with certificates of deposit totaling $425,000,

guaranteed the satisfaction of indebtedness to the vendor by
the Reagan Bush Committee.

(3) Trailways Leisure and Travel
An irrevocable letter of credit was established in

~ favor of the vendor pursuant to an oral agreement of Septenmber 4,

1980, and payable upon written demand from Trailways. The credit
was collateralized with certificates of deposit totaling $20,000.

on April 15, 1981, the Committee filed its first

Quarterly Report for 1981, which substantially disclosed the
necessary information regarding these instruments.

Recommendation

Based on the above, the Audit staff recommends no further
action on this matter.

':l,.'




A Report for 1981 which prope:ly disclosed thcse transfers.

cC. Transfer To and From Affiliated Committee

Sections 434(b) (2) (E) and 434(b) (4) (C) of Title 2 of
the United States Code require the disclosure of the total

amount of all transfers made to or received from asfiliated
committees.

The Audit staff noted a $10,000 transfer made by the
Reagan Bush Committee to Democrats ror Reagan. The same amount
was subsequently transferred from Democrats For Reagan to the
Reagan Bush Committee. Democrats For Reagan disclosed the
receipt and disbursement of the transfers. The Reagan Bush
Committee considered the disbursement and receipt as inter-

bank transfers and did not discloso this activity in its repcrts
€iled with the Commission.

on April 15 1981, the Committee filed its ti:st Quartcrly

- Recommendation

Based on the above, the Audit sta‘ff recommends no further
action on this matter.

III. F;ndxncs Related to Title 26 of the United States Code, .

Determznatzon of Net Outstancing oblications ror
Cealified ampg_gp Expenses 3 Reépavment to the

.5. Treasury

| Reagan Bush Committee
A. Expendit ures In Excess of the Limitation

. Section 9007(b) (2) of Title 26 of the United States

,ACode states that if the Commission determines that the eligible

candidates of a political party and their authorized committees

" incurred qualified campaign expenses in excess of the aggregate

cayments to which the eligible candidates of a major party were
entitled under section 9004, it shall notify such candidates of
<he amount of such excess and such candéidates shall pay.to the’
Secretary of cthe Treasury an amcunt egual to such amount.

txcept Zor the issues addressed in rinding III.C.,
no material Title 26 matters were noted relating
o the Compliance Tund. Also, there were no naterial
matters noted ccncerning temocxzats For Reagan.
/e
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As previously noted in Pinding II.A., the Audit
staff identified expenditures which appear to be in excess of

the ovcrall linitation for the period 5/01/00 through 3/26/81

Recommendation

The Audit staff recommends that the Reagan Bush cOnnittoc
be requested to show within 30 days of receipt of the audit
report that the overall limitation has not been exceeded as set
forth in this report. Absent such a showing, .a determination

will be made regarding an amount required to be repaid to the
U.S. Treasury.

B. . Campaign Tour Reimbursements

" Section 9004. S(a) of Title 11 of thc Code of Federal
chulat;ons states, in part, that if reimbursement for
z:ansportation made available to media, Secret Sexvice or otho:
staZf authorized by law or reguired by national securi

avcl with a candidate is received by a committee, the amount
of such reimbursement for each individual shall not exceed that
individual's pro rata share of the actual cost of the transpor-
tation made available. Further, Section 9004.6(b) of Title 1l
of the Code of Federal Regulations states, in part, that if
reimbursement for ground services and facilities is received by
a committee, the amount of such reimbursement for each individual
shall not exceed either the individual's pro rata share of the

.actual cost of the services and facilities made available; or a

reasonable estimate of the individual's pro rata share of the cost

of the services and facilities made available. 1If it is determined
that reimbursements related to a trip have exceeded by 10% or more
the actual cost of the services and facilities made available,

such excessive amount shall be deemed income to the committee and

shall bc repaid to the Secretary.

Section 44la(d) of Title 2 of the United States
Code permits the national committee of a political party to make
cxnend;tu:es in connection with the general election campaign of .
any candidate for President of the United States who is affiliated
with such party not exceeding 2 cents multiplied by the voting
ace population of the United States as certified by the Secretary
of Conmerce (also see 2 U.S. c. 44la(e))..
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Section 9007(b) (3) of Title 26 of the United States
Code states, in part, that if the Commission determines that the
eligible candidates of a major party or any authorized committee
of such candidates accepted contributions (other than those
allowed under Section 9006(c)) to defray qualified campaign
expenses, it shall notify such candidates of the amount of
the contributions so accepted, and such candidates shall pay
to the Secretary of the Treasury an amount equal to such amount.

The Audit staff analyzed the campaign tours undertaken
by the Presidential and Vice Presidential candidates for which the
Reagan Bush Committee sought reimbursement from the news media,
Secret Service and Reagan Bush Compliance Fund for a pro rata share
of costs for air transportation and ground services and. facilities.

(1) Reimbursements Based Solely on Costs Paid By The
" Reagan Bush Committee

The analysis of available records supporting the
actual cost of services and facilities made available to the news
media, United States Secret Service and Compliance Fund personnel
disclosed that the Reagan Bush Committee realized income in
conjunction with the tours of at least $50,588.48 ($1,284,704.10
:exmbu:sements less actual cost $1,234,115.62).

Recommendat;on

Since the above reimbursements have not exceeded by 108 or more
the actual cost c¢f the services and facilities as contained at 1l
C.F.R. 9004.6(b), the Audit staff recommends no repayment action
with respect to the associated income. However, since this income
. has an impact (understates reported expenditures subject to the
limitation) on expenditures subject to the overall limitation, the

~entire amount ($50,588.48) has been included in Finding II.A. as
an upward adjustmsnt.

(2) Reimbursements Based Solely On Costs Paid B
The Republican National cCommittee

In addition to the matter in (1) above, the Audit
staff noted that the Republican National Committee made seven
expenditures totaling $1,633,293.89 in conjunction with the tours
and applied the amount to its 2 U.S.C. 44la(éd) (2) limitation.

The Audit stafi's review of the Reacan Bush Ccmmittee reccxés
revealeé chat $1,613,049..5 of cthe RIC exgendituras were appilied
to air charges associated with presidential tours 6 through 15 and
vice presidential tours 6 throuch 1l4. A pro rata share of these
expenditures was billed by the Reagan Bush Commisttee to the news
media, United States Secret Service and Reagan Bush Compliance
Tuné. The Heagan Bush Committee obtained $1,138,891.24 in
reimbursements associated with the Republican National Committee's
expenditures. These reimbursements were retained and reported by
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the Reagan Bush Committee on Schedule A-P Line 21. As 2 result,
reported expenditures subject to the limitation (2 v.S.cC. 441a

(b) (1) (B)) were offset (zeduced) by $1,138,891.24 (see Finding 11.A.)
Copies of computational schedules depicting this situation, ag well
as the matter addressed in Finding 111.3.1. were provided to the
Reagan Bush Committee Treasurer during the exit conference.

Reccmmendation
. \

- The Avdit staff recommends that the Reagan Bush Committee be
afforded 30 days frem receipt of this report to explain the .

‘ ts receipt of the $1,138,891.24 in pay-
ments related to expenditures made by the Republican National
Committee, and to demonstrate that the Treceipt and reporting
of these amounts are consistent with the Tequirements of the Act
and Chapter 95 of the Internal Revenue Code (26 U.S.C. Sections 8001 -
9013). Purther recommendations will be made after the Reagan Bugh
Committee has had an opportunity. to respond within the 30 day period.










D. Investment of Public Funds

“

Section 9004.5 of Title 11 of the Code of Pederal
Regulations states, in part, that investment of public funds
is permissible, provided that an amount equal ¢to all net
income derived from such investments, less Federal, State

and local taxes paid on such income, shall be repaid to the
Secretary.

The Audit staff's analysis of activities through
March 18, 1981, revealed that the Reagan Bush Committee received
$465,040.86 in interest income from the investment of public
-funds. The Audit staff has determined that the interest income

is subject to $213,918.86 in Federal income taxes, and an unknown
amount of State and local income taxes.

The Treasurer stated that the account will be closed on
Or about August 1, 1981, and the net income (after taxes) will
be paid to the U. S. Treasury at that time.

Recommendation -

Absent a showing to the contrary within 30 days of receipt
of this report, the Audit staff will recommend to the Commission
that the value of the interest earned less applicable taxes
(approximately $251,122], be repaid in full to the U.S. Treasury.




On March 26, 1981, the Reagan Bush Committee presented an
updated Statement of Net Outstanding Qualified Campaign .Expenses
("NOQCE®) to the Audit staff depicting its financial poftion as
of December. 4, 1980. The Audit staff reviewed the books and records
to.verify the totals on the NOQCE. The following represents the *
financial position as determined by the Reagan Bush Committee and
an audited version prepared by the Audit gtafs:

Reagan Bush Committee

Analysis of Net Outstanding Qualified Canpaign Evpenditures
As of Decenber 4, 1980 ,

Committes Audie

Cash on Eand at 12/04/80 $ 975,909.07 $ 978,362.34
Accounts Receivable ~ 1,650,703.44 1,664,034.93
Interest Receivable 23,643.16 23,643.16

Capital Assets 16,378.90 $2,666,634.57 46,617.93 $2,712,658.36

" Monies Received Relating to ©($1,138,891.24)
. Expanditures Made by the .
Republican Naticnal Committee ) ‘

Total Assets $2,888,834.37
Liabilities -

Accounts Payable for $2,042,699.25 $2,073,796.54
Qualified Canpaign Expenses

Interest Repayable to the

U.S. Treaswry plus taxes 465,041.00 465,040.86
payable

Total Liabilities 2,657,740.25

Net Outstanding Qualified Campaign S 8,894.32
Boenses-Surrlus (Deficit) '
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(1) Cash on Hand - Difference $3,453.27

The difference represents checks written prior
to 12/5/80 and subsequently voided. The Committee has not

- adjusted (increased) its cash on hand to include these voided

checks.

(2) Accounts Receivable - Difference $13,331.49

The difference represents (a) a $909.50.°
overstatement resulting from including two reimbursements ($15.00 *
and $894.50) not related to operating expenditures; (b) a $2,137.91
overstatement resulting from the Committee's use of an estimated
accounts receivable total at 3/26/8l1. The Audit staff calculated
an actual total based upon a review of all available records; and
(c) a $16,378.90 understatement representing the balance owed
to the Committee for assets so0ld prior to 12/4/80. The Committee .
has included the $16,378.90 in its capital assets total. However,
since the assets were sold prior to 12/4/80 the Audit staff has -

‘}ncluded‘thc amount as an account receivable as of 12/4/80.

(32 Cagital Assets - Difference $30 239.03

As prcviously stated in paragraph (2), the Reagan f 

-Bush COmmittee sold a portion of its assets prior to 12/4/80 for

$16,378.90. The Audit staff has classified the $16,378.50 as an
account receivable as of 12/4/80. In addition, the Audit staff
has classified other assets on hand as of 12/4/80, totaling
$46,617.93, as capital assets. The Committee's NOQCE does not

~_recognize these assets. The Treasurer stated he would review the -
.staff's calculations of the fair market value of these assets.

(see Attachment I¥r)

(4L Monies Received Relating to E enditurei Made
By the Republican. National Committee -
. - D A . |

erence )

The Committee has not rocognized as a contra asset*

monies it received relating to expenditures made by the Republican

National COmmittee. The Audit staff's adjustment offsets (reduces)

. “he Committee's assets which are overstated by the amount of monies
_Teceived relating to expenditures by :hc RNC. (see Finding III.B.

2)).

(8) Accounts Pavable - Difference $31,097.29

The &ifZarence

'1

2nregants fa) a €13, 20¢ ?: cvers-
statement resulting frem -ﬂcl-‘*-g ex end;tuzes which bhe checks
were later voided and not reissued or reissued and included
twice; ané (») a 545,393.7 understatement resulting £rem the
Cocmmictee's use of an estimated accounts pavable. The Audit stass

calculateé an actual total based upcn a review of all available
records. >

* Contra Assets - a credi:z talance account which affsets (reduces)
a particular asset acccunt.




Repavments to the U.S. Trcasu:&

finding III.A. Expenditures in
Excess of the Limitation :

Finding III.D. Investment of 251,122.00 .
Public Funds

Toéal Reccmmended Repayment

‘Recommendation ' -

Absent a showing to the contrary within 30 days of receipt
of this report, the Audit staff will recommend to the Commission
Shas_the value of the amount detailed above ($1,583,755.01) be
repayable in full to the U.S. Treasury. :




Schedule of Capital Assets on Hand at 12/4/80

Value of
Total Less Assets on Hand
Description Quantity Price Depreciation 12/4/80

Xerox machine ' 18,156.60 4,539.14 A 13,617.46
(model 2400)

Pitney Bowes Copier $,294.70 1,323.68 3,971.02

Autocrat Signature 1,550.00 387.50 1,162.50
Machine

Motorola Commun. ' 5,900.00 737.49 5,162.51
_§quip.-crrl

Pitney Bowes Postage 4,229.40 1,057.36 3,172.04
Machine (5600)

Motorola equip.- 10,962. 36 2,740.59 8,221.77
walkie talkies

Olivetti tas 401 5,713.40 1,428.34 4,285.06
word processor

Pitney Bowes Mail ) 1,761.72 440.42 1,321.30
Opener (LA)

-Sony Video recording 4,090.00 511.25 3,578.75
system

JVC 3/4 Video player 800.00 100.00 . 700.00

Mailing Machine 1,629.16 203. 64 1,425.52
(5600R)

Total 60,087. 34 13,469.41 46,617.93




FEDERAL ELECTION COMMISSION
WASHINCTON. D.C. 20463

INTERIM REPORT OF THE AUDIT DIVISION
" ON THE
REAGAN BUSE COMMITTEE, THE REAGAN BUSH COHPLIANCE FUND
. AND
THE DEMOCRATS FOR REAGAN

I. Background
A. Overview

" This interim report is based on an audit of the Reagan
- Bush Committee, the Reagan Bush Compliance Fund and the Democrats
for Reagan, to determine whether there has been compliance with

provisions of the Federal Election Campaign Act.of 1971, as
amended ("the Act"). The audit was conducted pursuant to ‘
Section 9007 (a) of Title 26 of the United States Code which states
that after each Presidential election, the Commission shall .
conduct a thorough examination and audit of the gqualified campaign

expenses of the candidates of each political party for President
and Vice President. ‘

In addition, Section 9007.1 of Title 11 of the Code of
Federal Regulations states that after each Presidential election, .
the Commission shall conduct a thorough examination and audit of
the receipts, disbursements, debts and obligations of each
candidate's authorized committee(s). Such examination and audit
shall include, but shall not be limited to, expenses incurred
pursuant to 11 C.F.R. 9003.4 prior to the beginning of the
expenditure report period, contributions to and expenditures made
from the legal and accounting compliance fund established under
11 C.F.R. 9003.3(a), contributions received to supplement any
payments received from the Fund, and qualified campaign expenses.

‘ The Reagan Bush Committee ("RBC") registered with the
1Federa1 Election Commission on May 29, 1980 (under the name Reagan
- for President General Tlection Committee*) and served as the
principal campaign committee of the Honorable Ronald Reagan,
Republican candidate for President of the United States. The
Candidate designated the Reacan Bush Compliance Fund** ("the

Oon August 7, 1980, the Committee amended its statement of
organization to conduct business as the Reagan For President
General =Zlection Committee and/or Reagan 3ush Committee.

The Reagan Bush Compliance Funéd was established to defray

leaal’anc accounting costs associated with ensuring com-
plzance with the FTECA.
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Compliance Fund”) on July 7, 1980 (under the name Reagan for -
President Compliance Fund) and the Democrats for Reagan on 3
October. 31, 1980 as authorized committees. The Reagan Bush :
Committee and the Reagan Bush Compliance Fund maintain their
headquarters in Washington, D.C. and the Democrats for Reagan
maintained its headquarters in Arlington, Virginia. o

The audit covered the period May 29, 1980 through
December 31, 1980, the final coverage date of the most recent
reports filed by the Committees at the time of the auvdit.

During that period, the Committees reported the following
activity: .

Beginning * Total Total Ending
Committee Cash Receipts Expenditures Cash
’Reagandsush Committee =0- $32,516,345.37 $31,647,351.55 $868,993.82
Reagan Bush Compliance ~0- 2,110,857.80 1,512,152.36 598,705.44
~Fund : .
Democrats for Reagan =0- 10,000.00* 10,000.00* -0-

In addition, certain financial activzty vas :cview.d
throuqh March 26, 198l.

This report is based upon documents and working papers
.supporting each of the factual statements contained herein. They
form part of the record upon which the Commission based its
.decisions on the matters addressed in the report and were available
to the Commissioners and appropriate staff for review.

B. Key Personnel

. The principal officers of the Committees during the period
,audited were: : .

Committee Chairman

Treasurer
Reagan Bush Committee U.S. Senator Paui Laxalt Ms. Bay Buchanan** 7
Reagan Bush Compliance U.S. Senator Paul Laxalt Ms. Bay Buchanan**
Fund
Democrats for Reagan Mr. Leon Jaworski Ms. Janine Perrignon’

aCtivity cf Demccrats For Reagan was cemprised solely of a
transfer received frcm and made to the Reagan Bush Commiztee,
Therefore, this activity is not subject to the overall limita-
tion at 2 U.S.C. 44la(b) (1) (B). In addition, the Democrats
" For Reggan £iled a termination report on January 30, 1l98l.
** On January 21, 1981, the Committee. amended its statement of = —
organizaticn to disclose Mr. Scott Mackenzie as Treasurer.

o — e < : ¢ o ————




c. Scope

The audit included such tests as verification of total
reported receipts, expenditures and individual transactions; review
of regquired supporting documentation; analysis of Committee debts
and obligations; review of contribution and expenditure limitations;

and such other audit procedures as deemed necessary under the
circumstances.

II. Interim Audit Findings and Reccmmendations Relatin
to Title ¢ o!~EEo Ungtia States code” ==2d

Reagan Bush Committee

A. Disclosure of Debts and Obligations

. Section 434(b) (8) of Title 2 of the United States Code
requires disclosure of the amount and nature of debts and obligations
owed by or to such political committee; and a statement as to the
circumstances and conditions under which such debts or obligations
were extinguished, and the consideration therefore.

Tho Audit staff noted that the following letters of
credit were established with the Riggs National Bank in favor
of three vendors. The amount and nature of these letters of

credit were not disclosed in the Reagan Bush Committee's :cports
to the Commission.

(1) Pacific Telephone and Telegraph Co.

An irrevocable letter of credit was established in.
favor of the vendor pursuant to an agreement dated August 26,
1980. The credit, secured with certificates of deposit totaling
$§500,000, guaranteed the satisfaction of all obligations owed
to the vendor by the Rcagan Bush Committee.

- .{(2) United Airlines, Inc.

Two irrevocable letters of credit were established
-in favor of nited Airlines on August 29, 1980 and September 1ll,
1980 pursuant to Aircraft lease agreements. The credits,
collateralized with certificates of deposit totaling $425,000,

guaranteed the satisfaction of indebtedness to the vendor by
the Reagan 3ush Committee.

There were no material Zfindings with respect to either the
Reagan Bush Compliance Funé or Democrats For Reagan relating
o Title 2 of the United States Code.




(3) Trailwavs leisure and Travel

An irrevocable letter of credit was established in
favor of the vendor pursuant to an oral agreement of September 4,
1980, and payable upon written demand from Trailways. The credit
was collateralized with certificates of deposit totaling $20,000.

On April 15, 1981, the Committee filed its first
Quarterly.Report for 1981, which substantially disclosed the
necessary information regarding these instruments.

Recommendation

Based on the.abovc, the Audit staff recommends no further
action on this matter.

B. Transfer To and From Affiliated Committee

Sections 434(b) (2) (E) and 434 (b) (4) (C) of Title 2 of
the United States Code require the disclosure of. the total

amount of all transfers made to or received from affiliated
committees.

The Audit staff noted a $10,000 transfer made by the
Reagan Bush Committee to Democrats For Reagan. The same amount
‘was subsequently transferred from Democrats For Reagan to the
Reagan Bush Committee. Democrats For Reagan disclosed the
receipt and disbursement of the transfers. The Reagan Bush
Committee considered the disbursement and receipt as inter-

bank transfers and did not disclose this activity in its reports
£iled with the Commission.

The Treasurer stateé that the transfers will be disclosed’

in the report of receipts and expenditures for the period ending
March 31, 1981. ' : .

On April 15, 1981, the Committee filed its first Quarterly
Report for 1981 which properly disclosed these transfers.

Recommnendation

Based on the above, the Auéit staff recommends no further
actiocn cn this matter.




Reagan Bush Committee
A. Investment of Public Funds

Section 9004.5 of Title 11 of the Code of Federal
chulations states, in part, that investment of public funds
is permissible, provided that an amount equal to all net
income derived from such investments, less Federal, State

and local taxes paid on such income, shall be repaid to the
Secretary.

The Audit staff's analysis of activities through
March 18, 1981, revealed that the Reagan Bush Committee received
$465,040.86 in interest income from the investment of public
funds. The Audit staff has determined that the interest
earned is subject to $213,918.86 in Federal income taxes, and
an unknown amount of State and local income taxes.

The Treasurer stated that the account will be closed on
or about August 1, 1981, and the net income (after taxes) will
be paid to the U. S. Treasury at that time.

Recommendation

Absent a showing to the contrary within 30 days of receipt .
of this report, the Audit staff will recommend to the Commission
that the value of the interest earned less applicable taxes
(approximately $251,122), be repaid in full to the U.S. Treasury.

B. Limitation on Expenditures and Qualified Campaign
Xpenses

Certain matters noted in the audit were referred to the
Commission's Office of General Counsel on June 4, 1981l.

Except for the issues adéressed in Finding III.B.,

N0 material Tisle 26 matters were noted relating

to the Compliance Fund. Also, there were no material
matters noted concerning Democrats For Reagan.

2.
Cd




FEDERAL ELECTION COMMISSION
WASHINCTON.DC. 20463

May 26, 1981

MEMCRANDUN

TO: Robert J. Ccsta
Assistant Staff Director

THRCUGE : E. Allen Clutte
) Staff Cirector ‘Q\?‘/

FRCli: . Charles I!. Steele .
General Counselzzzaizfl

SCEJECT: Analysis of the Interin Audit Report of the

Reagan Eush Committee, Reagan EBush Compliance
Funé and Cemocrats for Reacan - A-9%24

The Cffice cf General Counsel has reviewed the abcve-
cescribec rercrt on the authorized ccmmittees of Reagan
Bush ("Comnittee”, "Reacan Eush" "Compliance Fundé"), ané
audit and General Ccunsel staff have discussed specific
findings &né recommendations. Eased vpon this review
and discussicn, this oflice has the fcllcwing ccmments.

Carpaicn Tour Pavments - Republican lational
Cemmitcee

The Audit Division has rerorted that bcth Reagan Bush
and the Repurlican iliational Comnittee ("RNC") made expendi-
tures for camgaign tours, the RUIC's apparently nmade as gars
¢f its exgencitures under 2 U.S.C. § 44la(é). Although
the adetails o the arrancerent between Reacan Bush and the
RIiIC are sietchy, the Aucdit Livision has indicazted that the
RiIC mace cirect payrents of apsroximately $1.0 nmillion to
Lnited Airlines after bills hac¢ been received by Reagan
Lush. UWhile this activity, taken alcne, aspears to

-1

genzere with the &

icztle szatutecry anu regulatory




prcvzsxons. related transactions raise sericus questions
concerning potentially substantial repay=ents by Reagan
Bush and violations of the Act and Chaptc: 95 by both
comnittees. , :

<

caorandua to Robert J. Costa

'Pl e TwO

nng-ys;s of the Interim Audit Report cf the Reagan 3ush
Ccmnittee, Reagan Bush Ccnpl;ancc Fund and Cenocrats .
for Reagan - A=-924

As a result of tour charges to the media, Secret

ﬂSevvzce, "and its own Compliance Fund, Reagan Bush obtained
in.éxcess of $2.2 nillion in payvments. This amount was
reported on the Ccommittee's £ilings as reductions to its
cperating expenditures subject to the linitation of

2 U.S.C.
calculations, Reagan Bush obtained $1,138,891.24 of the
over $2.2 million total based upon tour expendi.ures of

§ 441la (b)(1)(B). according to the Audit Division's

the RIC. It is the Audit Division's contention that:

1) Reagan Bush cannct be reimbursed for expenditures allocable

tc the RIC; and 2) Reagan Bush operating expenditures
shculé be adjusted upwardés in the amcunt of $1,138,891.24,

since the Committee cannot reduce its own cperating exgenditures

based upon RHC expencditures.

The interim repcr: :eccmnends that Reagan aush
:e;:bubse the $1,138.891.24 to the R:C within 30 days

-¢cZ receidt ¢f the regort, and further states that 2

reccmnendation will be macde to the Cemmission to treat
that amount as a ccntributiaon subject to repayment unéer
<8 U.8.C. § 9007(b)(3) in tre even: that the Ccmmittee

~gecze not SO reimburse the RiC. In adéitien, Finding 11 A
.incdicates that Reagan 3ush has expenced §

sutcstantially in excess of the limitation ¢f 2 U.S.C.
442a(b)(1)(2). The calculation on pace 4 of the report

inciudes the amount of these RilC-based gayments in

te total amount of operating expendztures. Parts III A

ané IV indicate that the amcunt in excess of the expenci-
tures limit (approxirately § .) be repaid to the

U.S. Treasury.

u'o

f'l

Having revieweé the Aucit Divisien's findings and
recemrmendaticns in this area, the Office cf General Counsel

. rvegemmendés that the master ;e treated as a referral to

tnis cfiice. This ratter vaiises a nurder o ccaplex lecal
fzctual issues which can be better handleé within
ccntext ¢f an investigaticon under 2 U.S.C. §.437q.
cver, it agpears at this juncture that there may have
» mulitiple viclations of the Act and Chapter 95 by
Frzzan Zugh and the RIS, Iuan tihe sctantial retayrens

-ncer 26 U.S.C. § 9CC7(=2){3), ncted azcve, is deperndéent
vstn & Cemmissicn ceterminaticn that the act has bLeen

f'
[
)0
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violated. Awaiting the Committee's response to the interim
report, under these circumstances, is unlikely to have any
affect on the recommendation of this office to initiate a
MUR. Proceeding with an investigation at this time will
achieve the dual purpose of affording the parties involved
the procedural safeguards of 2 U.S.C. § 437g and helping
refine the issues s0 that further repayment recommendations
will have a solid legal and factual basis. :

Given the interrelatedness of Reagan Bush and RNC
expenditures in the campaign tour area, this office
further recommends that all reference to income realized
from campaign tours also be treated as a referral.
References to these matters should be deleted from pages
4, 5, 8, 9, 10, 13 and 15. 1In addition, adjustments will
have to be made to figures on pages 4, 5, 8, 13 and 1S.

In order that the Committee be given written notice
that further repayments could result from an analysis
of the matters referred, a footnote should be added to

the "Total Recormmended Repayment" figure on page 15. It
should read as follows:r ‘

As previcusly noted, certain matters have
been referred to the Office of General Counsel.

Cpen their resolution, further repayments may
be recuired.

Finding II1. A. Limitation on Expenditures

The Office of General Counsel concurs in those parts

cf the finding and reccrmmendation not involving the matters
to be deleted.

Finding I1. B. Debts and Oblications

The audit report indicates that the Reagan Bush Committee
did noct comport with the reguirements of 2 U.S.C. § 434(b)(8)
when it failed to disclcse the amount and nature of letters
of credit established at the Riggs liational Bank in favor
of three vendcrs. lence, the audit staff recommends that
within 30 cdays of receipt of the interim audit report, the
Reagan Cush committee Zile an amenaed report disclosing the

dates, amcunts, interest and ccllateral asscciated with -
these instruments.

t resc Reagan Zush Committee
0 Quarterly) ; the Committee has
with the aud: endaticn pertzining to

z




;
A

rienorandun to Robert J. Costa
Pace Four
Analvsis of the Interim Audit Repor:t of the Reagan Bush

Committee, the Reagan Bush Complxance Fund and Democrats
for Reagan - A-924

this -1nding. It is the understanding of this office
thas the audit report will be updated to include a )
statement regarding the recent disclosure and that the
reccmmendation will be changed to propose that the

Conmission take nc further action with respect to
_this finding.

Finding 1. €. Transfer To and Fron Aifiliated Committee

The audit repert indicates that the activity of
Democrats For Reagan was comprised solely of a transfer
received from and made to the Reagan Bush Cemmittee.
While the Democrats for Reagan disclose the receipt
and disbursenent of these transfers, the Reagan Bush
reports failed to disclose such informaticen in accordance
with 2 U.S.C. § 434(b)(2)(E) and § 434(b) (4)(C):
Accoréingly, the audit staff reconmmends that within
30 Gays of receipt of the interim report, the Reagan
Sush Committee amend its reporgs to reflect the activity
between the committee and the Democrats for Reagan.

A recent report filed by the Reacan Bush Committee
(Aszil 10 Quarterly) reveals that the Committee has
ccns_zed with the recommendation per.aznznc to this
finéding. It is the understanding cf this cffice that
the avéit regort will be updated toO incluce a statenent
recaréing this mcst recent disclosure andé that the recom-

menéation will be changed to propcse that the Ccmmission
taike no further action with respect to this finding.

finding III. A. Expenditures In Excess of the Limitation

Consistent with the treatnment of this matter in Finding
II. A., the Office of General Counsel concurs in the
£inding ané recommendation of the Audit Divisien. As
noteé above, the figures will have to be acdjusted civen
the celeticn of the campaign tour issues from the report.

Finging IZI. B, Camzaiecn Tour Reimcursenents

1is matter should be deleted in its entirety
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- - - < sswans

sngine III. C. 1Investment of Publiec Funds

i

The Offjice tf General Counsel ccnecur

in the £inding
ans reccmmendaticn of the Audit Division.

(M)
(LA [§
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egrminetien cf w
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ice reccmmends that the first paragraph on gace 12
its entirety.

in the ccmgarative analysis cf
Auclt figures cn pace 13, all reference to the
‘culé be cdeleted. Given the lat:ter delezicn,
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the Audit Division may want to indicate that certain itens

are missing from the analysis purauant to a referral to
this office.

on paga 14, paragraph (2), it is recommended that the
Audit Division indicate that the "actual total" calculated
by audit staff is based upon a review of all available
records. It is ‘also recommended that a similar statement be
included in paragraph (4) on the same page.

Finally, this office reconmends that paragraph (3)
indicate either the major capital assets involved, or attach ot
a schedule to the interim report which lists them.

The Office of General Counsel concurs in the Audit
Divisicn's recommendation to the extent that the I1T.A.
repayment is reduced pursuant to the deletion of campaign

tour guesticns.
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WASHINGTON O €. 30403
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CHARLES N. STEELE
GENERAL COUNSEL

3. ALLEN CLUTTER
STAFF DIRECTOR

FROM: BOB COSTA

SUBJECT:  INTERIM AUDIT REPORT - REAGAN 3UsSH
. COMMITTEE, REAGAN BUSH COMPLIANCE PFUND
T AND DEMOCRATS FOR REAGAN

ttached for your staff's zeview and legal analysis is a
copy of the interim audit zeport on the Reagan Bugh Committee,
*Reagan Bush Compliance Fund and Democrats For Reagan. The working
papers in support of the audit Zindings are available in the
Audit Division should your staff need to review them. Copies of
discrepancy schedules associated with the audit findings were
~ presented to Ccmmittee officials during the t conference as an

aid in taking corrective actien such as Jaking reimbursements,
£iling amendments, and so for:h.

Also, for your staff's review in conjuction finding II.A.,
we have attached a copy of an amended report of receipts and :
expenditures as filed by the Reagan Bush Committee (see Attachment
l). Included in Finding II.A. and more specifically in Finding
I1I.8.2, is an issue which has not been squarely addressed by the
Commission in previous general election audits of presidential

candidates and their authorized committees. The issue, simply
stated, is:

may a principal campaign committee of a candidate
initially pay for quaiified campaign expenses

Srem its designated depository(ies) and, at a

later date, assign or tzansfer these expenses to the
naticral cemmistee far assunption by <he raticnal
Sonmiti2e under the I U.S8.8. 44ial(d] (2) Provisica’




The factual situation is a bit more complicated as it
involvos several types of transactions as described below.

- during the general election campaign, the RNC paid
pursuant to 2 U.S.C. 441a(d) (2) $1,633,293.89 in costs related
to the campaign tours undertaken by the presidential and
vice-presidential candidatcs.

- as a result of billings to the n.dia. Secret Service and
the Reagan Bush Compliance Fund relating to tours financed the
RNC, the Reagan Bush Committee obtained $1,138,891.24 in r urse-
ments. While the payments made by the RNC on bohnlf of the Reagan
Bush Committee were charged against the RNC's 2 U.S.C. 44la(d) (2)
limit, the reimbursements received by the Reagan Bush Committee
were treated as reductions to its 2 U.S.C. 44la(b) (1) (B) limit as
reported in disclosu:o reports thru the 1980 year-end report.

- on Ap:il 1, 1981, the Reagan Bush Committee filed an
amcndmont to its 1980 year-end report which covered the period
from 10/25/80 thru 12/31/80. The purpose of this amendment was
to revise previously reported figures in two areas.

(1) Reduction of Reported Refunds - Line 21 - $748,163.16
The Reagan Bush Committee stated in the amendment that the
$748,163.16 reduction in reported refunds received represented
"the amount of tour reimbursements allocated to the RNC."” It
should be noted that there were no funds acturally transferred
to the RNC. This was merely a "paper” transaction. As noted
above, the Audit staff has calculated the amount of refunds/
reimbursements received by the Reagan Bush Committee relating
to tours paid for by the RNC to be §1,138,891.24. At present,
the Audit staff does not have an explanation as to why the Reagan

Bush Committee chose to "allocate" only $748,163.16 to the RNC
ingtead of the entire $1,138,891.24.

(2) Reduction of Reported Overating Expenditures - Line 24
4”1"

The Reagan Bush Commititee filed Schedules 3-P showing the payee,
purpose, date and amount of 30 expenditures totaling $748,163.16
which the Reagan 3ush Committee paid for out of its federal fund
account’s). The payvments :ela:;ﬂc <0 shese expenditures occursed
mezween 13,13/30 and ;2/31/30 (see Attachzent #1). although not
specilically stated in the amendments, our discussion with the
mreasurer indicated that it was the Committee's intention in the
£iling the amendment =0 show <he assignment o2 these expenditures
=0 the 3INC for attribution against the RNC's 2 U.S.C. 44la(d) (2)
linie. As stated with respect to the allccation of refunds, no
money was acdtually exchanged as a result of this transaction,
cather is was mecsely a "paper" transaction.
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The Committes ipparently believes that the above two
reclassifications/assignments are permissible undo- 2 U.S.C. 441a(d)
(2). The Audit staff disagrees with the Committ cc s appa:ent
position for the reasons discussed below.

Allocation of Refunds (S8748,163.16) to RNC

It is the opinion of the Audit staff that at the very
minizum, the entire $1,138,891.24 must be returned to the RNC since
the acceptance of RNC refunds by the Reagan Bush Committee was, in
effect, an impermissible contribution/loan by the RNC to the Reagan
Bush Committee. Support for the Audit staff's position can be
found in Agenda Document #80-195, dated May 30, 1980 - General
Election Public Financing Re lations- Issues to be ResOlved at
Meeting of June 5, 1980 inemoxanaum from Charles N. Steele/
Patzicia ann ?icrz to the Commission).

The issue reguiring resol-
‘ution was whether or not a National Committee may locan funds to a

party candidate and/or nominee to pay expenses incurred before the
begiznning of the expenditure report period. Alternative A on page
5 of the aZorementioned agenda document set forth the General
Counsel's basis for not allowing a Naticnal Committee to make
such a locan. This alternative was adopted by the Commission on

June 5, 1980 by a vote of 4-2 and -acorno:ated into the General
ectzon Regulations.

leeraative A

The cuczrent dralt of 9003.4(a) does not rermit a
candidate +o obtain a locan £zom the naticnal scraittee
£o pay for expenditures incurred beiore the :eceipt of
federal funds. 3y definition, any loan which is not a
loan from a bank or similar 1ending instizution is a
centribution. Since major party ca.rd:.da...es who receive
2ull federal funding are prohibited from receiving any

civate contributions, statutory o:oviszcns appear to
Prohibit a locan Z-om the national committee. The national
cormittee would, c. course, be permitted to pay directly
for expenditures incurred by the candidate. Anv such
Sayments would ccunt against the national committee's

2 U.S5.C. Sectien 94-a(d) limization.

Adéiticnal s...;ao:t for the Audis stais's ccntem:icn
°ela=;nc s 2 U.8.C. 441a(d)(2) exzenditures v a rnational
ee is :cu:: at page - i3 of the ?;na*c-al centrol ard

- - - -
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"The national committee cannot make a loan to

the candidate for subsequent Teimbursement from

the candidate or his or her committee. However,

the natiocnal committee would be allowed to make

a refundable vendor deposit on behalf of the candi-
date's campaign in accordance with 2 U.S.C. 44la(d),
for subseguent reimbursement to the naticnal committee
by the vendor." (Emphasis addedY . '

Thus, it is apparent that the amount of refunds received and
deposited by the Reagan Bush Committee which resulted from payments
made by the RNC constitutes a loan/coantribution by the RNC to the
Reagan Bush Committee which is clearly prohibited.

P‘*?!nt' Made g¥ the Rca;an Bush Committee
ttribut after e fact" to the RNC

-. As noted above the Reagan Bush Committee made expenditures
. from its Federal fund account(s) totaling $748,163.16 during the
period 10/16/80 thru 12/31/80. The Committee filed an amendment

5 to its 1980 year-end report wherein 30 expenditures totaling
. $748,163.16 were deducted from reported operating expenditures -
: Line 24, and, as a result of discussions with the Committee

N Tigzsu:c:, are to be attridbuted to the RNC's 2 U.S.C. 44la(d) (2)
limit, .

- The Audit staff does not believe that this "after the fact"
- attribution to the RNC is permissible under the 2 U.S.C. 44la(d) (2)
provision. Langquage contained in Alternative A (Agenda Document

$80-195) cited above supports our position:

— *The national committee would, of course, be
' ' permitted to pay directly for expenditures incurred
on by the candidate. Any such payments would count
* against the national committee's 2 U.S.C. 44la(d)
limitation™ (Emphasis added).

However, neither the Statute or the Regulations containg any language
suggesting <hat national committee expenditures be other than "in
connection with" the general election campaiga of any candidate for
President of the United States who is affiliated with such party

(see 2 U.S.C. 44la(d) (2) and 11l C.F.R. 110.7(a)(1)).

Tane o

:_fa
be dirzected

.2TTa2rs contained in the reper: saculid
Charles Hanghaw at extension 3-41S5.

t2 Tom Nurcthen

Attachments as stated




FEDERAL ELECTION COMMISSION
WASHINCTON. D.C. 20463

INTERIM REPORT OF THE AUDIT DIVISION
ON THE
REAGAN BUSH COMMITTEE, THE REAGAN BUSH COMPLIANCE PUND
AND
THE DEMOCRATS FOR REAGAN

I. Background
A. Overview

This interim report is based on an audit of the Reagan
Bush Committee, the Reagan Bush Compliance Fund and the Democrats
for Reagan, to determine whether there has been compliance with

*provisions of the Federal Election Campaign Act of 1971, as

amended ("the Act"). The audit was conducted pursuant to

Section 9007(a) of Title 26 of the United States Code which states.
that after each Presidential election, the Commission shall
conduct a thorough examination and audit of the gualified campaign

expenses of the candidates of each political party for P:esident
and Vice President.

In addition, Section 9009 (b) of Title 26 of the United
Stated Code states, in relevant part, that the Commission is '
authorized to conduct examinations and audits and to require the

keeping and submission of books, records, and information, as it
deems necessary.

The Reagan Bush Committee ("RBC") registered with the
Federal Election Commission on May 29, 1980 (under the name Reagan
for President General Election Committee*) and served as the
principal campaign committee of the Honorable Ronald Reagan,
Republican candidate for President of the United States. The:
Candidate designated the Reagan Bush Compliance Fund** ("the
Compliance Fund") on July 7, 1980 (under the name Reagan for
President Compliance Fund) and the Democrats for Reagan on

On August 7, 1980, the Committee amended its statement of
orcanization to conduct business as the Reagan For President
Jeneral Zlec:ion Committee ané/cr Reagan 3ush Comniztee.

The Reagan Bush Compliance Fund was established to defray

lecal and accounting costs associated with ensuring com-
pliance with the FECA.

s
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. October 31, 1980 as authorized committees. The Reagan Bush
Committee and the Reagan Bush Compliance Fund maintain their
headquarters in Washington, D.C. and the Democrats for Reagan
maintained its headquarters in Arlington, Virginia. *

The audit covered the period May 29, 1980 through
December 31, 1980, the final coverage date of the most recent
reports filed by the Committees at the time of the audit.

During that period, the Committees reported the following
activity:

Beginning Total Total Ending
Committee ©  Cash Receipts Expenditures Cash

Reagan Bush Committee =0- $32,516,345.37 $31,647,351.55 $868,993.82

Reagan Bush Compliance -0- 2,110,857.80 1,512,152.36 598,70S5.44
Fund .

. bemocrats for Reagan =0- 10,000.00* 10,000.00* -0~

In addition, certain financial activity was reviewed
.through March 26, 1981.

- This report is based upon documents and working papers
supporting each of the factual statements contained herein. They
form part of the record upon which the Commission based its
decisions on the matters addressed in the report and were available
to the Commissioners and appropriate staff for review. . ‘

B. Kev Personnel

The principal officers of the Committees during the period
audited were:

Cammittee' : Chairman Treasurer

Reagan Bush Committee U.S. Senator Paul Laxalt Ms. Bay Buchanan**

Reagan Bush Compliance U.S. Senator Paul Laxalt Ms. Bay 3uchanan**
Fund

Democrats for Reagan Mr. Leon Jaworski Ms. Janine Perrignon

ACTivity i -emocrats Fer Reacan was compriszed sclely of a
transfer received f£rom and made to the Reagan Bush Committee.
Therefcre, this activity is not subject to the overall limita-
tion at 2 U.S.C. 44la(d)(1l)(3). 1In addizion, the Democrats
For Reacan filed a termination repor:t on January 30, 1981,

J,
Cn Jaﬁﬁlry 21, 1981, the Committee amended its statement of

organization to disclose Mr. Scott Mackentie as Treasurer.




c. Scope

The audit included such tests as verification of total
reported receipts, expenditures and individual transactions: review
of required supporting documentation; analysis of Committee debts
and obligations; review of contribution and expenditure limitations;

apd such other audit procedures as deemed necessary under the
circumstances.

Interim Audit rihdin s and R.comn.ndations Relatin
to Title ¢ of the ﬂngtia States Code*
Reagan Bush Committee

A. Limitation on Expenditures

~ Section 44la(b) (1) (B) of Title 2 of the United States
Code states, in part, that no candidate for the O0ffice of President

II.

- of the United States who is eligible under Section 9003 of Title

26 (relating to condition for eligibility for payments) to receive
payments from the Secretary of the Treasury may make expenditures
in excess of $20,000,000 as adjusted for the change in the consumer
price index since 1974, in the case of a campaign for election to
such office (also see 2 U.S.C. 44la(c)).

The limitation relating to operating expenditures
for :he 1980 general election is $29,440,000.

The Audit staff's analysis of the Reagan Bush Committee's
reports filed from May 1, 1980 through December 31, 1980, and
available records relating to receipts and expenditures from
January 1, 1981 through March 26, 1981 revealed the following
with respect to expenditures subject to the $29,440,000 limitation.

There were no material findings with respect to either the
Reagan Bush cOmnlzance Fund or Democrats For Reaqan relating
to Titie 2 of the United States Ccde.




ﬁ.ported expenditures subject to limitation from $29,012,404.02
$/1/80 through 12/31/80.

Adjustments to the above reported totals:

Expenditures subject to limitation frem 270,431.52
1/1/81 through 3/26/81. -

Debts and obligations owed by RBC at 3/26/81 75,393.79

Amount due the Republican Naticnal Committee 1,138,891.24
(see Finding III.B(2)).

Income realized from campaign tours 50,588.48
(see Finding III.B(l)).

: Voided checks included in operating 15,438.18)

expenéitures from 5/1/80 through 12/31/80.
: Capital assets on hand to be ligquidated. ( 47,988.275

: Debts and obligations owed to RBC at 3/26/81. ( 29,208.09) *

Total Expenditures Subject o Limitation
from 5/1/80 through 3/26/81.

This amount includes outstanding tour reimbursements
($12,862.09) and accounts receivable ($16,346).




Based upon the above analysis, it appears that the
Reagan Bush Committee has cxcocdod the limitation at 2 U.S.C.
44la(b) (1) (B) in the amount of §. ,. (s less
$29,440,000). The Audit staff noted that the Rgagan Bush Committee
did not identify on its reports any amounts paid from its operating
accounts which may be allocable to the Reagan Bush Compliance Fund
(e.g., heddquarters/field office overhead, etc.). Therefore, the
Reagan Bush Committee may wish to review its overhead costs and
reallocate, on a reasonable basis, an amount applicable to the
Compliance Fund and obtain reimbursement for same.

It should be noted that the analysis does not include

a downward adjustment for expenditures subject to limitation

" totaling $748,163.16. On April 1, 1981, the Reagan Bush Committee
amended its reports to delete these expenditures (originally made
by RBC) in order for the Republican National Committee to amend its
reports and disclose the expenditures ($748,163.16) as being made
(by the RNC) pursuant to 2 U.S.C. 44la(d)(2). As of April 8, 1981,
the RNC has not amended its reports recognizing the above noted
expenditures. Further, the RNC's year end disclosure report ‘
indicated that it has made other expenditures pursuant to 2 U.S.C.

441a(é) (2) on behalf of the candidate totaling $4,479,239.27 towa:d
‘its limitation of $4,637,653.76.

- It is the opinion of the Audit staff that the assignment
of expenditures (originally made and repecrted by the Reagan Bush

Committee) to the RNC is not permisSible within the definition of
2 U.8.C. 441la(d) (2). .

Recommendation

The Audit staff recommends that the Reagan Bush Committee be
requested to show within 30 days of receipt of this report that
the overall limitation has not been exceeded as set forth above.
Further, if the Reagan Bush Committee reallocates any expenditures
to the Compliance Fund, computational schedules detailing the
reallocation should be provided to the Audit Division for review
within the 30 day period. Further, it is recommended that the
Reagan Bush Committee withdraw its amended yvear end report (filed
April 1, 198l1) and thereby properly éisclcse the §748, 163 16 in
expenditures (originally made by the Reagan Bush cOmmit tee) as
subject to the limitation contained at 2 U.S.C. 44la(b) (1) (B).

Absent sach a showing .hat the limita ion has not been exceeded,
dgserminatien will ta =adas amount o e zegail =z zhe
.S, Treasury (see rezayment s.nma:» at Section Iv.).




B. Disclosure of Debts and Obligations

Section 434(b) (8) of Title 2 of the United States
Code requires disclosure of the amount and nature of debts
and obligations owed by or to such political committee; and .
a statement as to the circumstances and conditions under which

such debts or obligations were extinguished, and the considnra-
tion therefore. , ‘

The Audit staff noted that the following letters of
credit were established with the Riggs National Bank in favor
of three vendors. The amount and nature of these letters of

credit were not disclosed in the Reagan Bush Committee's reports
to the Commission.

(1) Pacific Telephone and Telegraph Co.

An irrevocable letter of credit was established in

- ‘favor of the vendor pursuant to an agreement dated August 26,

1980. The credit, secured with certificates of deposit totaling

'$500,000, guaranteed the satisfaction of all obligations owed
to the vendor by the Reagan Bush Committee.

.(2) United Airlines, Inc.

Two irrevocable letters of credit were established
in favor of United Airlines on August 29, 1980 and September 11,
1980 pursuant to Aircraft lease agreements. The credits,
collateralized with certificates of deposit totaling $425,000,
guaranteed the satisfaction of indebtedness to the vendor by
the Reagan Bush Committee.

(3) Trailways Leisure and Travel

An irrevocable letter of credit was established in
favor of the vendor pursuant to an oral agreement of September 4,
1980, and payable upon written demand from Trailways. The credit
was collateralized with certificates of deposit totaling $215,000.

‘ﬁecommendation

The Audit staff recommends that within 30 dayé of receipt
of this report the Reagan Bush Committee file an amended report

disclosing the dates, amounts, interest, collateral, etc. associated
with these instruments.




c[. Transfer To and Frem Affiliated Committee

Sections 434(b) (2) (E) and 434 (b) (4) (C) of Title 2 of
the United States Code require the disclosure of the total

amount of all transfers made to or received from affiliated
committccs.

The Audit staff noted a $10 000 transfer mado by the
Reagan Bush Committee to Democrats For Reagan. The same amount
was subsequently transferred from Democrats For Reagan to the
Reagan Bush Committee. Democrats For Reagan disclosed the
receipt and disbursement of the transfers. The Reagan Busgh
Committee considered the disbursement and receipt as inter-

bank transfers and did not disclose this activity in its rcpo:ts
filed with the Commission.

The Treasurer stated that the transfers will ke disclosed

in the report of receipts and expend;tures for the period ending
'Ma:ch 31, 1981.

Recommendation

The Audit staff recommends that the Reagan Bush Cermmittee
amené its £ilings within 30 days of receipt of this report
properly disclosing the transfer.

II. Findincs Related to Title 26 of the United States cdde,
Determination o:f Net Outstanding Oblications For

QualiZied Camgaign ;xgenses anc Kebaxgent toc the
U.S. &reashﬂ_ »

Reacan Bush Committee

A. Expenditures In Excess of the Limitation

Section 9007 (b) (2) of Title 26 of the United States

Coée states that if the Commission determines that the eligible
candidates of a political party and their authorized committees
incurred cgualified campaign expenses in excess of the aggregate
payments to which the eligible candidates of a major 9a:ty were
entitled under sectica 9004, it shall notify such candicdates of
the amcunt of such excess and such candidates shall pay to the
Secratary of the Treasury an amcunt egual ¢£o such amcun:

sues acddressed in Finding 1iI.C.,
26 matters were nozed —elat-nc

Also, there were.no matezial
matters noted concerning Democrats Fer Reagan.




As p:éviously noted in Pinding II.A., the Audit
staff identified expenditures which appear to be in excess of

- the overall limitation for the po:iod 5/01/80 th:ough 3/26/81
totaling §. ,

Recommendation

The Audit staff recommends that the Reagan Bunh Conmittee
be requested to show within 30 days of receipt of the audit
report that the overall limitation has not been exceeded as set
forth in this report. Absent such a showing, a determination

will be made regarding an amount required to be repaid to the
o. S. ‘Treasury.

B. CSEE ign Touf Reimbursements

‘Section 9004. 6(a) of Title 11 of the Code of rcdc:al
aegulations states, in part, that if reimbursement for
transportation made available to media, Secret Service or other
.staff authorized by law or required by national security to
travel with a candidate is received by a committee, the amount

- . of such reimbursement for each individual shall not exceed that

individual's pro rata share of the actual cost of the transpor-
tation made available. Further, Section 9004.6(b) of Title 11

of the Code of Federal Regulations states, in part, that if
reimbursement for ground services and facilities is received by

a committee, the amount of such reimbursement for each individual
shall not exceed either the individual's pro rata share of the

‘actual cost of the services and facilities made available; or a

. reasonable estimate of the individyal's pro rata share of the cost
of the services and facilities made available. If it is determined
that reimbursements related to a trip have exceeded by 10% or more
the actual cost of the services and facilities made available,

‘such excessive amount shall be deemed income to the committee and
shall be repaid to the Secretary.

Section 44la(d) of Title 2 of the United States
Code permits the national committee of a2 political party to make
expenditures in connection with the general election campaign of
any candidate for President of the United States who is affiliated
with such party not exceeding 2 cents multiplied by the voting

age population of the United States as certified by the Secretary
of Commerce (also see 2 U.S.C. 44la(e)). ) '




Section 9007 (b) (3) of Title 26 of the United States
Code states, in part, that if the Commission determines that the
eligible candidates of a major party or any authorized committee
of such candidates accepted contributions (other than those
allowed under Section 9006(c)) to defray qualified campaign
expenses, it shall notify such candidates of the amount of .
the contributions so accepted, and such candidates shall pay
to the Secretary of the Treasury an amount equal to such amount.

The Audit staff analyzed the campaign tours undertaken
by the Presidential and Vice Presidential candidates which the
Reagan Bush Committee sought reimbursement from the media, Secret
Service and Reagan Bush Compliance Fund for a pro rata share of
costs for air transportation and ground services and facilities.

(1) Reimbursements Based Solely on Costs Paid By The
Reagan Bush Committee )

The reimbursements associated with the ground services
and facilities appear to be reasonable. However, it appears that the
Reagan Bush Committee realized income in conjunction with the airfare
reimbursements pertaining to the .tours of at least $50,588.48. The
Audit staff has determined that this amount ($50,588.48) exceeded by
15% the actual cost of the services provided by the Reagan Bush
Committee ($50,588.48 divided by $336,989.81). Therefore, $16,849.50
($336,989.81 X 5%) is repayable to the U.S. Treasury. It should be
noted that the entire amount ($50,588.48) has been included as an

upward adjustment tc expenditures subject to the limitation (see
Finding II.A.). :

Recommendation

The Audit staff recommends that within 30 days of receipt of
this report the Reagan Bush Committee be requested to demonstrate
- that no income was realized. Absent a showing to the contrary,
a repayment determination will be made.

(2) Reimbursements Bagsed Solely on Costs Paid B
‘Tﬁe Republican National Committee :

In addition to the matter in (1) above, the Audit
staff noted that the Republican National Committee paid $1,633,293.89
in conjunction with the tours. Of this amount, $1,613,049.15 repre-
sented payments of air charges for which a pro rata share was billed
to the media, Sacret Service and Reagan Bush Compliance Fund. How-
ever, the Reagan Bush Commitiee obtained $1,138,891.24 in reimburse~
ments asscciated with the Republicsan National Cemmittee's




expenditures. These reimbursements were reported by the Reagan

Bush Committee on Schedule A-P Line 21. As a result, the Reagan
Bush Committee's reported expenditures subject to the limitation
(2 U.S.C. 44la(b) (1) (B)) were offset (reduced) by S$1,138,891.24.

It should be noted that in conjunction with assigning
$748,163.16 in expenditures to the RNC (see Finding II.A.),
thie Reagan Bush Committee has also reduced refunds and rebates
(line 21) by $748,163.16. It is the Audit staff's opinion that
this reduction does not effect the recommendation which follows.

Recommendation

The Audit staff recommends that, absent a showing to the

contzary, within 30 days of receipt of this report the Reagan

Bush Committee reimburse the entire $1,138,891.24 to the

Republican National Committee and adjust its expenditures subject

to the overall limitation accordingly. Absent such reimbursement

~the Audit staff will recommend to the Commission that the entire
-~ value of the reimbursements ($1,138,891.24) be viewed as a contri-
bution ané thus repayable in full to the U.S. Treasury in accordance
with 26 U.S.C. 9007 (b) (3).

——







D. Investment of Public Funds

Section 9004.5 of Title 11l of the Code of Federal
Regulations states, in part, that investment of public funds
is permissible, provided that an amount equal to all net
income derived from such investments, less Federal, State

and local taxes paid on such inccme, shall be repaid to the
Secretary.

The Audit staff's analysis of activities through ‘
March 18, 1981, revealed that the Reagan Bush Comnittee received
$465,040.86 in interest income from the investment of public
funds. The Audit staff has determined that the interest
" earned is subject to $213,918.86 in Federal income taxes, and
an unknown amount of State ané local income taxes.

The Treasurer stated that the account will be clesed on
cr about August 1, 1981, and the net income (after taxes) will
be paid to the U. S. Treasury at that tine.

Recommendation

Absent a showing to the contrary within 30 days of receipt
©Z this report, the Audit staff will recommend to the Commission
that the value of the interes:t earned less applicable taxes
(approximately $251,122), be repaid in Zfull to the U.S. Treasucy.

E. Determination of Net Qutstanding Qualified

Camgazgg xoenses

Section 2007(b) (1) cf Title 2€ of the United States
Ccde states that if the Commission determines that any portion
of the payments made to the eligible candidates c#f a political
party uncer Section 2006 was in excess of the agcrecate pay=-
ments to which candidas unéexr Section 9004,
{e 223" sca wmae<de aiiab

. . .0 o " e
-T =n2.. SoTily S2CN JanllstsEs snhacls

anount egual £0 such




On March 26, 1981, the Reagan Bush Committee pre= ‘
sented an updated Statement of Net Outstanding Qualified Expenses
("NOQCE") to the Audit staff depicting its financial postion as of
December 4, 1980. The Audit staff reviewed the bocks and records
to verify the totals on the NOQCE. The following represents the
financial position as determined by the Reagan Bush Committee
and an audited version prepared by the Audit staff.

Reagan Bush Conmittes

Committes Audit

- Assets .
Cash on Hand at 12/04/80 $ 975,909.07 $ 978,362.34
Accounts Recsivable . 1,650,703.44 1,664,034.93
Interest Recsivable 23,643.16 23,643.16
Capital Assets : 16,378.90 47,988.27

Total Assets $2,666,634.57 $2,714,028.70
Liabilities
Accounts Payable for Qualified $2,042,699.25 $2,073,796.54

Carpaign Expenses
Interest Repayable to the

U.S. Treasury plus taxes payable 465 .00 465,040.86
Reinmbursement to Campliance Fund 150: .00* '

16,849.50

1,138,891.2¢ -

2,657,740.25

Net Outstanding Qualified Campai 8,894.32
Expenses-Surplus (Deficit)

Basec or. a telephone conversation with the Treasurer, he believes $137,883.67

is rore representative of &aemdimmmritﬁmmagmm
Commnittes.




(1) Cash on Hand - Difference $2,453.27

‘The difference represents checks written priof-r
to 12/5/80 and subseguently voided. The Committee has not

adjusted (increased) its cash on hand to include these voided
checks.

(2) Accounts Receivable - Difference $13,331.49

The difference represents (a) a $909.50

overstatement resulting from including two reimbursements ($15.00

and $894.50) not related to operating expenditures; (b) a $2,137.91 -

overstatement resulting from the Committee's use of an ostimntcd

accounts receivable total at 3/26/81 rather than an actual total; .

and (¢) a $16,378.90 understatement representing the balance owed

to the Committee for assets sold prior to 12/4/80. The Committee

has included the $16,378.90 in its capital assets total. EHowever,
--since the assets were scld prior to 12/4/80 the Audit staff has

included the amount as an account receivable as of 12/4/80.

(3) 'Capital assets - Difference $31,609.37

‘ as p:ev iously stated in paragraph (2), the Reacgan
-~ Bush Committee sold a portion of its assets prior to 12/4/80 for

. $16,378.90. The Audit stalf has classified the §16,378.90 as an -
.account receivable as of 12/4/80. 1In addition, the Audit staZfsf
has classified other assets on hand as of 12/4/80 totaling
$47,988.27, as capital assets. The Ccrmittee's NOQCE does not
:ecogni:e these assets. The Treasure:r s.ated he would review the
.staff's calculations c£ the fair market value of these assets.

(4) Accounts Pavable - Difference $31,097.29

. The difference represents (a) a $14,296.50 over-
tatement resulting from including expenditures which the checks

were later voided and nct reissued or reissued and included
twice; anéd (b) a $45,393.79 understatement resulting £from the

" Committee's use 0f an estimated acccunts pavadle tota2l rather
' <han an actual zotal.




(6) Income Re
' Difference

Committee officials have stated, that no profit
has been realized from the campaign tour operation. The Audit
staff has determined that the Committee has realized a profit of

$50,588.48 from the tours, of which $16,849.50 is repayable to
the U.S. Treasury. (see Finding I1II.3.).

(7) Reimbursement to the RNC - Difference 51,138,891.24

The Committee has not recognized an obligation
owed to the Republican National Committee for tour related refunds
erzonecusly received. The Audit staff has determined that '
$1,138,891.24 is due the RNC. (see Finding III.B.(2)).

. It is the Audit staff's opinion that no unspent
U.S. Treasury Zunds exist. Further, the deficit position noted
in the NOQCE Statement prepared by the Audit staZf supperts its
previous firding (III.A.) that the Reagan Bush Ccmmittee appeacs
‘to have exceeded the limitation at 2 U.S.C. 44la(d) (1) (3).
Revisions to this deficit figure will be made as aédéiticnal
information becomes available. .

iV. Repayments o the u.s.

Repaymedt £rom Section III.A.
Repayment £rcm Section ITI.B.(1l). 16,849.50
Regayment from Section III.D. 251,122.00

Total Recommended Repayment

Recommendation

Absent a showing <o the contrary within 30 days of receip:
of this report, the Audit staff will recocmmend <o the Commission
that the value of the amcunt detailed above

is repayable in Iull to the U.S. Treasurv.
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NOTE: mmnbnuwbyomowmmdommummmwmwm
Office of President or Vice President of the United States whether or not public funds are used,
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RE‘GAU BUSH COMMITTEER

s} ADDRESS (Number ongd Strest)
901 South Highland Street

(a) CITY, STATE AND ZiF COOE
; Arlington, Vizginia 22204

2 IDENTIFICATION NUMBER

)

3 ie this repert of ressip® and eupenditures for:]

5 cevemar

4 TYPE OF REPORT (Chesk approprists box and compiets, i sppliasbiel
) HQ mhrm,n.d_ (@) O Ocseber 10 OQuarserly Report

(8} 3 Jenuary 3% Year End Report
oo Miﬁm

(2 O July 10 Quarwrly Repart (e month)

| & COVERINGPEMIOD: FROM 10/25/80

"~ ANOTOATE OR COMMTTTEE SUNMARY OF RECETPTS AND DXPENOITONES
THROUGH 12 /31/80 .

(@ O Termination Repert
~nNo fmaw—mm_m

in the Sute of

"o mqmm_-ﬂ_u‘

A 10 the Ss0 ot

Sestion A = Cish Bslonss Summury

€ Casnon Hend Jemumry 1, 1980 . o . e eeonnnnnns

(o) Subtotel 1AGA Lines T engBl. o e e eeveeononcnosononeasesncononns
10 Cash on Hond ot Close of Reporting Period (Subtract Line ® from LineBal. . o oo o oass
11 Conributed ltems on Hend to be Liquidetsd (Avwch itemizsd List) ... $__=Q=__

Calumn A
This Peried

$885,851.01

$217,499.95

$81768182.21

$1103350.96

$31768182.21

$234,357.14

$30899188.39

$868,993.82

868,993.82

DESTS AND OBLIGATIONS
12 Debbts and Obligetions Owed TO the Commitwe (itemizs ol on Scheduis C) . « . . o o . . .« -
13 Oebts and Obligations Owed BY the Committae (Iremize sl on Schedule CP) . . .. o o e v«

$124,009.33

$408,300.62

Sextion B — Summary of Exponditures Subjest t9 Limitstion

14 Expenditure Touwi (Add Lines 24¢ and 26b)
18 W“M(MW”‘ €000 000000000000t cRoPeR TS ORSOTS

{s) Expenditures Subject 10 Limitmion (Subtract Line 1S from Line 14) .
. {51 Expenditures from Prior Years Subject to Limitation
{e) Torwl Expenditures Sudject 10 Limitstion (Add Lines 152 0nd 18b). . . - . .«

$234,357.14

80429188.39

$217,499.95

$1416784.37

$ 16,857.19

R9012404.02

$ Q=

1 £9012404. oz

1 cortify thet | heve sxamined this Report, snd 10 the best of my
Scott B. Mackenzie

(Tvped Nema of Tressurer or Condidats)

{Signature of Tressurer or Cand|

2. : 3/"9/81

2usC. §437g. §441j; and 26 US.C. §9012, §9042.

NOTE: Submission of faise, erroneous, or incomplete information may subject Mﬂgtﬁk chonto the penalties of

For further
inforration ‘
Conue:

Fegers! Election Commimion
1325 K Street, NW. ’
Washington, D.C. 20483

~r Calt RONI424 880 |

Any information reported herein mey not be copied for mie or e by sny
porson for purposes of soliciting contributions or for sny esrwnercis! purposs.
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Name of Congicare or Comminee in Full - . . ) :

REAGAN BUSR COMMITTEE .

A Full Nome, 2alling Addras ong 2P Code
Republican National Committee -
310 First Street, S.E. :

ttashineton, D. C. 2 3

-

Pringipa: Place of Suninem

; o —
This transfer rcprtscnts

- -

the amount of tour reim- YearToOawa... > 8 N/A °
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REAGA!\ BUSH C.OMMI‘I"'EE

A, Bult Rame, 2iiing Agares and TIP Cose

INERO FIORENTINO & assocnm
10 w. Séth St.
New York., NY 10023

" | partizuion 8t Exsengiture

Professional Serv.

Dave Imgags,
dav, year)

12/19/80

Ampunt g’ e3:° v !
senfieretT 12y 3 |

g Full Name, Mailieg 2darns ang ZIP Code

WILLIZM CARRUTHERS COMPANY: -
$235 50llywood Blvd, Suite 1019
=nllvwood, CA 90028

Partiguion of Lasengivne .

Advertising

| cots tmanm,

_gav,yem)

e

2/19/80

Amgurt 67 sa.® .. o
oengiturg g Ste 3
ogEe s o e

14,317, 57

€. Full Name, "gtiieg addrem sna Z21P Cote
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248 . 438th St.
New York, NY 10017
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. - e
.- 1 8
A
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Cate imenth,
soy, m’

12/i9/8c

Ameun: 3 022" v .
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I:2R0 FPIORINTINO & I.SSOCIATBS
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Da:e {menee,
Cav, vese)

12/31/80

45 50..11

Ameore el oz o
oeng.luce i e 3
- [ ]

19,00¢.3 |
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REw vcax TELTPHONE
1166 Ave. of the Americas
—\-‘-L‘{""" NY 10036
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FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20463

November 25, 1981

TO: The Commission

THROUGE:  B. Allen Clutter
~Staff Director

" FROM: Charles N. Steeles//,
- General Counsel/,

" SUBJECT: Additional Comments on the Reagan Bush Committee

Audit in Light of the Distriet Court's Opinion
and Order of November 17, 1981

On November 17, 1981, the United States District Court for the
Cistrict of Columbia issued a Memorandum Order and Opinion in - ,
Reagan Bush Committee, et al. v. Federal Election Commission, C.A.
No.81-1893 (D.D.C. Nov. 17, 1981). 1In B:inging the suit, the
Reacan Bush Committee ("RBC", "Reagan Bush") sought to enjoin the
Commission from: 1) withholding certain documents assertedly
requirec to be disclosed under the Freedem of Information Act o
("FOIA"); and (2) making any public disclosure of FEC audit reports

of RBC before affording RBC an adequate hearing before the
.Comgission, o T R o

In affirming that final audit reports in general, and the
Reagan 3ush report in particular, must be publicly released, the
court has vinéicated the Commission's position. The opinion draws
‘heavily on Chairman McGarry's letter of August 4, 1981 to RBC's
counsel setting forth the Commission's consistent position that:
1) A publicly-released audit report may, but need not necessarily,
contain an initial repayment determination under 11 C.F.R.

§ 9007.2; and 2) If the Commission pursues a vioclation under
2 U.8.C. § 437¢, “here will e nc mentien 2% the putative vieg:
in the publicliy-rzleased zeporse.
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The court's opinion does not directly address the
situation where an audit report discusses actions which
apparently violate applicable law, but which the Commission
chooses not to pursue under 2 U.S.C. § 437g. With respect
to this feature of the Commission's practice, the most
sensitive aspect of the court's opinion involves the v
proposed report's treatment of the monies obtained by Reagan
Bush based on expenditures by the Republican National

Committee. \

l. Background

A brief history of this issue may be helpful. This
issue was first presented in the draft audit report. The
General Counsel recommended that the RBC/RNC transactions be
pursued in the context of a MUR. The Audit Division agreed

. and made the recommendation to the Commission. At its
meeting of June 4, 1981, the Commission rejected the
“recommendation to treat the issue-as a MUR and directed that
the audit report be re-written to give Reagan Bush an
opportunity to address the issue within the audit process.

The Commission next considered the issue at its .
Executive Session of September 16, 1981 in its consideration
of the draft final audit report prepared by the Audit .
Division and concurzed in by this Office.l/ As was the case
with the first draft of the interinm report, the issue
involving the RNC/RBC transactions had been recommended as a
referral to the Office of General Counsel; no mention of the
issue was in this draft report. At this meeting, the
Commission expressed its uncertainty that the circumstances

warranted MUR treatment, and directed this Office to preparce
2 legal memorandum on the issue in question.

On October 14, 1981, the Commission considered the
issue once again, deciding that the matter be discussed in
the audit report to be released to the public rather than
being referred for MUR treatment. The Commission further

1/ By the time of this meeting, Reagan Bush had been given
additional time to supplement its response to the interim
ceport, had supplemented itg imisial respcnse,; had made five
reguests of tn2 Commissicn under FCIA, ané nad Srought suit
against the Commission.

}"
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decided that, given the circumstances surcounding the
transactions, no repayment would be sought. At the present
time, the Commission has before it a draft report prepared
by the Audit Division which discusses the issue within the
overall treatment of its finding on "Limitation on
Expenditures” (pages 4-23 of Agenda Document X81-108). It
is the view of this Office, particularly in light of the
court's opinion, that the Commission will encounter

substantial legal difficulty if it issues the auvdit report
as structured and written.

2. Analysis

The court has relied upon the Commission's stated dis-

tinctions between the audit and repayment process under

2 U.S.C. § 437g. The opinion's language with respect to the
contents of publicly released audit reports emphasizes the
detriment to the parties unless they are afforded the
“statutory process for contesting legal determinations that
they have viclated the relevant statutes. In light of the
court's opinion, the Commission should be careful not to
determine in the course of the audit report that violations
have occurred, even if no action is to be taken. For
exargle, the opinion states at page 11:

Moreover, by law the final audit report
cannot contain assertions of violations
of election laws. As noted above, vio-
lations of FECA and PECFA, as distinguished
from repayment determinations, are enforced

under FECA, at 2 U.S.C. § 437g. (Emphasis
supplied)

At page 16, the court states.that the only interest of RBC
that could be affected by publication of the report is its

conce:rn about its reputation. In this connection, the
cpinicn states:

However, this interest is not sufficient
to warrant keeping the audit report in
question secre:, especially when this
particular report will not contain ine
focmaticn implicating R3C with viclations
Cs _c3w. (ImFhasis suppliec)

As currently structured, the draft report before the
Ccrmission discusses the RBC/RNC transactions within its
"Limitaticn cn Expenditures” finding. The overall

Z~
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tecommendation for this finding, at page 23 of the Agenda
Document, is that "the Commission determine that the Reagan
Bush Committee, absent a showing to the contzrary within 30
days of this report, has exceeded the 2 U.S.C. ¢
44la(b) (1) (B) limitation in the amount of - as
set forth above." For the Commission to approve the .
tecommendation by making such a determination,.would be to
£ly in the face of the court's opinion. Indeed, even the
Placement of the discussion itself under the heading
"Limitation on Expenditures® serves to hi hlight as a
violation something for which the Commission has determined
not to seek either repayment or enforcement.

Given the Commission's decision, affirmed as rtecently
as October 14, 1981, to discuss the reimbursement matter in
the audit report, the General Counsel stzrongly recommends
that the issue should be treated as a discussion separate
.from the expenditures limitation issue. Our comments of
November 12, 1981, appended to the audit teport, recommended
- that course. The court's decision, in our view, makes that

course even more necessary. If the Ccamission were to £ind
an apparent viclation without the full-fledged briefing of
legal issues, the court might £ind that the Commission had
nct afforded appropriate process for contesting the
conclusion; jeopardizing the basically favorable court

decision by such action would not be in the interest of the
Commission.

The Commission can, however, affirm its previous
conclusion that it will insist in the future that each of
the two entities be responsible for making the expenditures
under its own ceiling and for maintaining the observation of
the separate limitations, for the reasons outlined in the
October 13, 1981 memorandum to the Commission. Consistent
with the Commission's direction of October 14, 1981, we
-submit that the discussion in the audit geport should be
limited to the following ocutline. )

The Reagan Bush Ccmmittee (RBC), as set for:sh in its
response tc the interim audit report, claims to have
operated with the Republican Naticnal Committee (RNC) on a
thecry that they were mutual acents and could cerbine theis
exzendizure Limizaziens. In 232222 wiza shas thasTy, e
engaged Iin a number of transactions which the Commission has
guesticned. A summacy cf these tzansactions and the
Comnission's pesition with respect to them is presented
Selcw.

y
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1. Pursuant to its spending authority under 2 U.S.C..
§ 44la(d), the RNC made a number of direct payments to
vendors in connection with the campaign tours of the
Presidential and Vice Presidential candidates.

2. Reagan Bush, on the basis of these RNC .
expenditures, billed the media, Secret Service and its own
Compliance Fund for their respective shares of the \
transporation expenses.

3. Based on these billings, Reagan Bush received
- approximately §1.1 million in "reimbursements.”

4. Reagan Bush was not entitled to these
reimbursements, since RNC made the initial outlay.

. - S. The ﬁeagan Bush Committee originally reported these

."RNC reimbursements® as offsets to their operating
expenditures.

6. Since Reagan Bush was not entitled to the "RNC
reimbuzrsements”, it improperly offset its operating
expenditures by approximately $1.1 million.

7. To properly report its receipt and expenditures of
the monies in question, the Reagan Bush Committee's amended
reports would show an increase in its operating expenditures
of approximately $1.1 million thus putting the Committee
over the limit of 2 U.S.C. § 441a(b) (1) (B).

8. Were the RNC to file a corresponding amendment, the
RNC's reports would show a decrease in its expenditures of
approximately $1.1 million under 2 U.S.C. 44la(d). ‘ :

9. 1If the separate limitations of the RNC and Reagan
3ush are viewed as a single, combined limit, there is no net
expenditure in excess of the limit by virtue of the.
transactions in gquesticn.

The Commission has not agreed with the theory put forth
by the RBC. The Commission has always considered that the
two limits--the party's 44la(d) limit for expenditures from -
Privete funds and the candidate's 4ilafa) limit of exzendi-
tires <o the amount cf the sublic financing grant--must be
maintained and aéministered separately. While 44la(4)
permits the party to coordinate its expenditures with the

}.‘




Memorandum to the Commission
Page 6 .

Additional Comments on the Reagan Bush Committee Audit

candidate, without having that deemed a contribution, the
funds must be party funds for whose expenditure the party is
responsible; the funds cannot be raised directly by the
candidate or given over into his control. 1In short, the
Commission has rejected the idea that the limits are
interchangeable, or that the publicly funded candidate can
be the direct agent of the party for obtaining or using the
private funds. .
Baving erroneously viewed the private funding limit and
the public funding limit as combined, the committees,
nevertheless, did not, through those transactions violate ,
the overall limit; rather, the RNC counted the expenditures
against its limits, and the total of expenditures was not
increased by the transaction. While the Commission has thus
concluded that for that reason no action is to be taken.
against either RBC or RNC, the Commission will in the future
insist that the two entities keep separate the funds and be

“responsible for making the expenditures under their respec-
tive ceilings. o :

Finally, the Commission concludes that the public
record, amended after the initial exit conferences with the

auditors, does not presently reflect accurately the nature

of the transactions. While the Committee has shown, by its

amendment, the desire to conform the public record, the
public description leaves unexplained the nature of the
reimbursements; the reports shouid be amended to indicate
that the $§l1.1 million, while reimbursed to the RBC, are to
be offset against the RNC's 44la(d) limitations. :

As a suggestion for how the issue could be appro-
priately dealt with in the audit report, we have appended a

araft for discussion (Appendix A) which sets forth these
matters. -

3. Additional Issues

a) Introduction to Findings and Reccmmendations

In the comments to the Audit Division of November
12, 1981, this Office sucgested that the above-titled
dizcussion be deleted Srem the audit sedert in its ety.,
~AoTthClgn the Audic Duivision Zeleteé that zars oo
discussicn dealing with FOIA, the remaindez of the
discussion was retained. It remains the view of this Office

that the entire introduction he deleted.

';I,.'
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The Commission's adoption of the suggested language
in Appendix A would obviate the need for the above-entitled
discussion raised by the Audit Division in its cover .
memorandum to the draft report for the Commission.. However,
the Office of General Counsel reasserts its position .
contained in its comments to the Audit Division of November
12, 1981 that there should be no upward adjustment to RBC's
operating expenditures based on receipts from the media and
Secret Service which exceed "actual costs” by less than 10%.

Recommendations ,
l. Substitute -Appendix A for the draft report's

discussion in Part II entitled "Monies Received Relating to
-’Expenditu:es Made by the Republican National Committee. "

2. Delete from the draft report the finding in Part 1
entitled "Limitation on Expendjtures.”

3. Retain the findings in Part II entitled *Disclosure

of Debts and Obligations" and "Transfer To and From
Affiliateé Committees.” \

. Delete from the draft report the finding in Part II
entitled "Expenditures in Excess of the Limitation."

5. Retain the finding in Part III entitled “Investment
of Public Funds."

6. Conform the remainder of the report, including the
finding in Part III entitled "Determination of Net

Qutstanding Qualified Campaign Expenses”, to the above
recommendations.




Section 44la(b)(1)(B) of Title 2 of the United States Code
states, in part, that no candidate for the Office of President
of the United States who is eligible under Section 95003 cof Title
26 (relating to condition for eligibility for payments) to receive
payments from the Secretary of the Treasury may make expenditures
in excess of $20,000,000 (as adjusted for the change in the con-
sumer price index sinc. 1974), in the case of a campaign for
election to such office (alsc see 2 U.S.C. § 441a(c)). The limit-

ation relating to operating expenditures for the 1980 general
-election is $29,440,000.

Section -441a(d)(1) and (2) of Title 2 of the United Statos
- Code permits the natiocnal committee of a political party to make
expenditures in connection with the general election campaign of
any candidate for President of the United States who is affiliated.
with such party not exceeding 2 cerits multiplied by the voting

age population of the United States as certified by the SQc:etaiy‘
- of Commezce (also see 2 U.S.C. § 441;(0)). ‘

Section 90G4. G(a) and (b) permits an authozzzed cummittee .
of a oublzcly-funded candidate to receive reimbursements for
expenses for transportation and related ground services made
available to the media, Secret Service and other staff authorized
by law or requi:ed by national security to travel with a candidate.

The audit staff analyzed the campaign tours of the Presidential
and Vice-Presidential candidates for which the Reagan Bush Committee
sought reimbursement from the news media, Secret Service and Reagan

- Bush Compliance Fund. Based on a review of Committee records, .
and disclosure reports filed by the Republican National Committee,
the Audit staff has found that the RNC made seven expenditures
totalling $1,633,293.89 in connection with the campaign tours;
the RNC applied this amount to its expenditure limit under 2
U.S.C. § 44la(d)(2). 1/ These RNC expenditures were made directly

The RNC's limitation in 1980 was. $4,523,789.27. It should be
ncted that although there are several references in this
report to certain financial activities of the RNC, the scope
cf the audit work performed was linited to tests cf the
£irmancial reccids c¢f the Reacan 5ush Committee, Reagan 3ush
Ccrpliance Fund and Democrats For Reagan. Since the Audit
Divisicn did not perform an audit of the RNC, it expresses

no cpinion as to the accuracy or completeness of the financial
informaticn disclosed by the RNC in its reports of receipts
and expenditures filed with the Commissicn. Unless otherwise
stated, the figures relating to the RNC contained in this

report were taken from the RNC djsclosure reports on file
with the Commission.




to the vondoxs and were in addition to. thc ‘campaign tour expenditures
macde by the Reagan Bush Committee itself. Without distinguishing
between those amounts paid by the Reagan Bush Committee and those-
paid by the RNC, the Reagan Bush Committee billed the news nedia,
Secret Service and its own compliance fund (“"Compliance Fund®)

for their respective shares of the total campaign tour costs
(transportation and related sorvie-s).\

As a rosult of thesc billings, tho Cammittce obtained payments
from the news media, Secret Service and Compliance Fund in the
amount of $2,281,149.00. The Audit staff determined that
$1,138,891.24 of the total amount of such payments received
by the Reagan Bush Ccmmittee was based on the above-described
expenditures made by the RNC. 2/ These receipts were retained

- and reported on FEC Form 3p, Schedule A-P, Line 21. 3/ As a
result, the RBC's reported expenditures subject to the limitation L
of 2 U.S.C.  § 441a(b)(1)(B) were offset (reduced) by $1,138, 891 24.
T It is the opinion of the Audit Division that the Reagan e
;' Bush Committee improperly retained the above-described payments,
.. since the expenditures on which they were based had been made
by the RNC and not Reagan Bush. In eff ect, the Audit Division's
position is that the Reagan Bush Committee was "reimbursed”
- £or amounts it had not expended. The Audit staff has also
.stateé that such payments should not have been classified and
reported by Reacan Bush as refunds or rebates, and thereby applied
‘as an "offset"™ to the original expense, since the original expense
~was the RNC's. According to this reasoning, to permit such
~an artificial "offset" would have the effect of increasing the
expenditure limitations of the publiclv-financed candidates
under 2 U.S.C. § 441a(d)(2)(B) by the amount of the "offset”.

During the field wcrk and at ' the exit conference of March.
27, 1981, the Audit staff informed Committee officials of their
' opinion that the Committee was not entitled to payments based on
" RNC expenditures and that these payments could not reduce Committee.
cperating expenditutes. On June 16, 1981, the Commission approved.
‘the Audit staff's recommendation containeé in the interim audit
report that the ‘Reagan Bush Ccmm:.tee be affcrded 30 days from -

2/ This total includes 88,733.07 in reimbursements which were
billed but not collected as of 2/24/81. t was included in
tHa abcve calculacion based vpon the Audis Pivision's

rescrtwedactiv -:y sulsecuent te i,34/81 which

that an amcunt in excess c¢i $8,732.07 was reported
as be-ng received bv RBC, :

2fter cemplesicn cf the audzt £ieldwork, the Committee filed
an arendment showing a different treatment to a po:tion ct
zhese monies. This is discussed at pages — and __




teceipt of the interim report: to explain the circumstances
surrounding its receipt of the $1,138,891.24 in reimbursements
received related to expenditures made by the Republican National
- Comnittee; and to demonstrate that the receipt and reporting of
'~ these amounts are consistent with the reguirements of the Act
and Chapter 95 of the Internal Revenue Code (26 U.S.C. Sections
9001 - 9012). Further recommendations were to be made after

the Reagan Bush Committee had had an opportunity to respond
within the 30 day period. \

In its response to the Commission-app:roved interim audit report,
the Committee did not dispute that it had obtained payments from
the news media, Secret Service and Compliance Fund based upon
tour expenditures of the RNC. The Committee stated that the
$1,138,891.24 represented "a proper offset of expenditures incurred
by the RBC and RNC in furtherance of Rocnald Reagan's candidacy in
- conformity with an agency relationship that existed between the

RBC and RNC." Briefly stated, the Committee has claimed that:

1) it was acting as the RNC's agent in managing certain of the
RNC's funds; 2) in its capacity as agent, the Committee obtained
reimbursements due the RNC in connection with campaign tours;

and 3) it expended, as RNC's agent, for purposes of 2 U.S.C.

§ 44la(d), an amount cf money corresponding to the amount obtained
in behalf of the RNC in ccnnection with these same campaign tours.

The Committee did not point to a specific agency agreement,
but indicated that the "course ¢f dealing” betweer Reagan Bush and
the RNC demonstrated the existence of an agency relationship whereby
the Reagan Bush Cocmmittee managed funds for the account of the
RNC. The :response also cited as authority for such an agency
relationship Secticn 110.7(a)(4) of Title 1l of the Code of Federal
Regulations which states that the naticnal committee of a political
party may make expenditures auvthorized by this section through

any cesignated agent, including State and subordinate party
ccmmittees, .

finally, the Ccmmittee presented an analysis of these trans-
acticns with reference to Generally Accepted Accounting Principles
(GAAP) which included the concept of cffsetting assets against
liabilities and the concept cf proper financial presentation for
entities under ccmmon, direct, cr indirect centrol. The R3C
indicated that given the acency relationship, the GAAP concept of
cffsetting suggests that the §$1,138,891.24 in reimbursements received
by the RBC should be reco:ced as a liakility tec the RNC which
ccuié be app:c;:ia:ely and crefsradbly cifset acainst cther costs
incurred by the R3C £c:r the PNC. Further, the RBC indicated that
there is subs.antzal sugport in the GAAP cencept of proper financial
stesentaticn fct =nt;:;es uncer common, direct or indirect centrol
TC suggest £ul presencaticn ¢f the f£inancial results
cs the Reagan gysh P:es;centzal Zlecticn Campaign would be to
combine the activities cf the RSC and the RNC's Presicdential
eleczicn Fund, based upon the common ccntrol through the agency




_telationship. The Committee's GAAP analysis is, of course, dependent

upon the existence of comnon control and its permissibility under
applicable law.

Were the Commission to sanction the type of agency relation-

ship described by the Committee, the consequences would include
the following:

1) The separate expenditure limitations for party committees
under 2 U.S.C. § 441a(d)(1l) and (2) and publicly-financed g
candidate committees under 2 U.S.C. § 44la(b)(1l)(B) would be
effectively eliminated in favor of a combined limit; and

2) The limited right of a party committee under 2 U.S.C.
§ 44la(d) (1) and (2) to make certain expendituzes in connection

with the general election campaign of that party's nominee for

President would be expanded to permit the actual transfer of party
comnittee funds to the publicly-financed candidate committee,

effectively vitiating the distinctzon between expenditure and
¢ontribution; and

3) The limitation of 2 U.S.C. § 441a(b)(1)(8) would effectively
be’ 'increased, since the commzt ees of publzcly-fznanced candidates
would be permitted to receive and expend private funds in the .
form of reimbursements, refunds and rebates due another entity.

In addition, there would be changes necessary to the disclosure
provisions to correspond to the above-noted results.

The Commission has always considered that the two limits,
the party's 44la(d) limit for expenditures from private funds and
the candidate's 44la(b)(1l)(8) limit on expenditures to the amount
of the public financing grant, must be maintained and administered
separately. Despite the fact that the RNC and Reagan Bush Committee
shared the goal of electing a Republican President in 1980, the
Federal Election Campaign Act and Commission Regulations treat
them as separate and distinct legal entities.

It should@ also be ncted that while section 44la(d) permits
the party to cocrdinate its expenditures with the candidate, without
this being deemed a contribution, the funds must be party funds
for whose expenditures the party is responsible; such funds cannot

be raised by the publicly-financed candidate nor be given over to
the candicdate's control.

Since the Act, its legislative historv and Ccmmissicn Regulations
recogrize a distinction between an actual trancsfer cf money to a
candicdate's committee by a sarty committee and an expenditure under
secticn 4§sla(éd), a sublieclv-financed candidate's committee cannot
be the agent of.the party committee for obtaining and using private
funés cdespite €§e Ccmmittee's permissive reading cf 11 C.F.R.

§ 110.7(a)(c) which allows a party ccmmittee to designate an agent.




-s-

The Reagan Bush Committee, therefore, should@ not have obtained
monies in the form of reimbursements, rebates and refunds which
were due the RNC. While the Commission has permitted the use

of section 44la(d) monies to pay for expenditures incurred by the
candidate if the party so chooses, the effect of allowing reimburse-
ment to the candidate for expenditures made by the party is to

mingle private money with public mcncy in a wvay not contemplated
by the public financing system.

~ 'If a publicly-financed candidate cnmmittee were pernitted
to be the agent of a party committee with respect to the latter's
expenditures under Section 441a(d), the expenditure limits pf both
comnittees in the general election would effectively be combined.
While it appears that the Reagan Bush Committee mistakenly viewed
the transactions in this way, the committees did not exceed
this "combined” limit by virtue of these transactions; had the
RNC received the reimbursements in question, such amounts could -
have been deducted from its expenditures under section 441a(4d),
-thus allowing the RNC to expend an additional $1,138,891.24 under
this section. 4/ The Reagan Bush Committee, in effect, expended

the RNC's $1,138,891.24. The total expenditures of both committees
were not increased by these transactions.

Amendments to Year-Znd Reports

One of the more significant aspects of the Reagan Bush Cocmnittee's
:eceipt and expenditures of RNC funds concerns the current lack
cf clarity on the public record. This problem has been further
complicated by amenéments by both committees to repcrts which
they had p:evzcusly £iled with the Commission.

During the fieldwcrk and at the exit conference of March 27,
1981, the Audit staff informed Committee officials that, in the
Auéit staff's opinion, the Committee was not entitled to reim-
bursements received bLased on RNC expenditures and that these
reinbursements could not be used to offset Committee operating
expenditures. While the Audit staff indicated that the monies’
received relating to RNC expenditures approximated $750,000,
Cemmittee officials were also informed that this figure was
preliminary and may be substantially higcher once the calcula-
tions were rmade final. Prior to the Audit staff's finalizaticn
which resulted in the figure of $1,138,891.24, the Reagan Bush
Cocmmittee £iled an amenément apprarently based ¢n the con-
versations during the auédit fieldwork and at the exit conference.

4/ Thie assumes that 11 T.7.R. § S004.5 sermics the party

- >y
ccnmittee to receive reimbursements £rom the news media

anéd Secret Service for transportation expenses which the
party committee had made. It should be noted that the
regulation speaks cnly in terms cf an "authorited ccmmittee”
being permitted to receive such reimtursements.




On April 1, 1981, the Reagan Bush Comnittee amended its

1980 Year-End report to delete $748,163.16 in’ previocusly reported
- refunds (Line 21, F5C Form 3P) and attributed these refunds
to the Republican National Committee. This amendment showed
a downward adjustment to the Reagan Bush Committee's reported
reinbursements and operating expenditures and a corresponding
- reduction to the Republican National Committee's previously
reported expenditures on behalf of the candidate. The amendment
was designed to show that RBC received and expended these amounts.
in behalf of the RNC under the latter's spending authority under
2 U.S.C. § 44la(d). On July 21, 1981, the RNC amended its 1980
Year-End report to correspond to RBC's treatment of the above
noted receipts and expenditutes. The total reported expenditutes
of the RNC under section 44la(d) and RBC under section 441a(b)(1)(B)
were not ‘changed by these amendments.

As pointed ocut in the interim report, the aforementioned
$748,163.16 amendment did not involve a transfer of monies
between Reagan Bush and the RNC, but rather, was merely a "paper"
attribution of “"the amount of tour reimbursements allocated
to the RNC" and selected expenditures paid by Reagan Bush and
lxter attzzbuted via Reagan Bush disclosute reports -to the RNC.

: ~In effect, the amendment of both ccmm.ttees teflected the

‘interim finding of the Audit Division that the Reagan Bush
Committee could not be reimbursed for expenditures made by

the RNC. The correspcnding amendments were appatently designed

to show that Reagan Bush was acting in behalf of the RNC;

although the public record is by no means clear on this point,

this reading of the amendments is consistent with the agency
theo:y acdvanced by Reagan Bush in response to the interim report

"the Audit Division. The discrepancy in the amount (the

amendment s $748,163.16 versus the audited f1guze cf $1,138,891.24)

appears to have resulted from the Committee's use of the lowet

figure verbally presented to it by the Audit staff at the afore-

menticned exit conference, and the Committee's failure to update
that figure after receiving the written calculation of $1,138,891.24.

The interim report indicated that the Audit staff did not
‘believe that the after-the-fact attribution of expenditures
(actually made and originally reported by the Reagan Bush
Cemmittee) was permissible, and advised the Committee to
make an appropriate amendment to the public record. To date

the Committee has not £filed the reccmmended amendment to its
reports.

SONCLUSICN

The Commissicn does nct agree with the thecry put forth by
the 23C. The Ccmmission has alwavs consicdered that the two limits
-=-the zarty's 44.la(d) limit for expend tures £from drivate funds
ané the cand iddte's 44:a(a) limit of expenditures to the amount
cf <he pukblic financing grant--nust be maintained and aéministered




separately. While 44la(d) permits the party to coordinate its
expenditures with the candidate, without having that deemed a con-
tribution, the funds must be party funds for whose expenditure

the party is responsible; the funds cannot be raised directly

by the candidate or given over into his control. In short, the
Comnission rejects the idea that the limits are interchangeable, -
or that the publicly funded candidate can be the direct agent

of the party for obtaining or using the private funds.

Having erronecusly viewed the private funding limit and the
public funding limit as combined, the committees, nevertheless,
did not, through those transactions violate the overall limit;
rather, the RNC counted the expenditures against its limits, and
the total of expenditures was not increased by the transaction.
While the Commission thus concludes that for that reason no
action is to be taken against either RBC or RNC, the Commission

.will in the future insist that the two entities keep separate the

funds and be responsible for making the expenditures under their
respective ceilings. o

Finally, the Commission concludes that the public recozd,
anended after the initial exit conference with the auditors,
does not presently reflect accurately the nature ¢f the trans-
actions. While the Committee has shown, by its amendment, the,
desire to correct the public record, the public description
leaves unexplained the nature of the reimbursements. The reports “
should be amended to indicate that the $l.1 million, while reimbursed
to the RBC, are to be offset acainst the RNC's 44la(d) limitations.

Reccmmendation

It is the Audit staff's recommendation that with respect to
the tour reimbursements received by the Reacan Bush Committee
relating to expenditures made by the RNC, an amendment is to
be filed by the RBC within 30 days of receipt of this report.

The correctiocn to the public record may be accomplished by rze-
classifying from line 21 to line 22 of the Detailed Summary of
Receipts and Zxpenditures (Page 2, FEC Form 3P) that portion of

the $1,138.891.24 received in 1980 and 1981 respectively. Line

22 of the surmary shoculd be retitled@ "Reimbursements Received
Relating To Expenditures Made 2y The Republican National Ccmmittee".
It shculé te noted that when filing this amendment the RBC does

nct have tc file supporting FEC schedules A-P for line 22 detailing
each reimbursement, but merely may cdisclose a "lump sum” amount
keins reclasctified frem lins I w3 22 foy 12320 = 12821 zcmavicy,
In adéitien, iines 14 and 15 {F2ZC Fcrm 3P, Page l) cf the Reagan
Sush Ccmmittee's Reports and rerzorts filed in 1581 should be
corrected to reflect the chances to expenditures subject to the
Iimitation resclting f£rcm the reciassifications noted above.

}c'




With respect to the April 1, 1981 amendment ($748,163.16)
the Audit staff recommends that within the 30 day period the
Reagan Bush Committee file an amendment to its 1980 Yea:-End
Report and Receipts and Expenditures to reverse the transactions
contained in the 4/1/8]1 amendment. Further, the RBC should
inform the Republican National Committee to file a corresponding
amendment to its 1980 Yeaz-End Report within this reccmmended
period so that the reports may properly reflect the transactions
and their impact on both committees. . . :
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COMMITTEE, REAGAN BUSH COMPLIANCE FUND
AND DEMOCRATS FOR REAGAN (Revised per
11/12/81 comments from the Office of
General Counsel]

Please find attached the above subject report for your
" review and consideration. Also attached at Exhibis A are the

ccrments received frem the Office of General Counsel.

The Audit Division has incorporated the OGC's comments,
wheze appropriate. EHowever, it should be noted that ia ceztain
areas OGC's suggestions were not incorporated. .

1) The OGC's comments at page 2 suggest that the issue
related to reimbursements received by the RBC related to - .
expenditures made by the RNC should be set forth as a separate
finding. While the Audit staff has done a significant amount
of restructuring in an effort to clearly present the reimburse-
ments issue, it is our belief that this issue is an integral
part of Finding II.A. "Limitation on Expenditures.". Therefore,
the reimbursements issue has been made a subsection of the
limitation f£inding with its own set of cecommendations.

2) The OGC's comments, at page 9, discuss the applicability
of 11 C.F.R. § 9004.6(b) to the situation addressed in Finding
II.A.2. entitled "Reimbursements Received Related to Campaign
Tours Paid by the RBC." In its analysis, Counsel states that:




Memorandum to the Commission
Page 2

“It would be anomalous to seek a respayment on the
basis that the excessive amount less than 108
helped put the committee over the limit. Since

the Reagan Bush Committee did not receive reimburse-
ments 10% or more in excess of the actual costs,
there should be no adverse effect on the Committee."

It appears that the Counsel's interpretation of 11 C.F.R.
§ 9004.6(b) concludesTthat any amount of reimbursements over
cost up to 108 is viewed as a permissible subsidization of a
campaign by the media or other individuals through the charging

of higher than pro rata share for the use of candidate-supplied
transportation.

The Audit staff disagrees with this interpretation. The
main purpose of 11 C.F.R. § 9004.6 was to preclude a situation
occurring in the general election similar to that which occurred
in the primary campaigns of Senator Kennedy and Governor Reagan.
In those cases, the media was charged between 150% and 225% of
first class airfare (the 50% was intended to cover ground costs
paid by the Committees) which resulted in reimbursements received
by the respective committees in excess of actual costs. Admittedly,
in the final assessment no determination regarding a reclassifica-
tion of the excess reimbursement was made, since both committees
had sufficient room in the 2 U.S.C. § 44la(b) (1) (A) limitation
to absorb or render immaterial any reclassification. However,
that fact does not negate the fundamental principle that it is

inconsistent to charge against an expense an amount greater than
the expense itself.

Furthermore, the Explanation and Justification portion of

the General Election regulations pertaining to 11 C.F.R. § 9004.6
state |

"The purpose of this provision is to eliminate the possi-
bility for the subsidizing of a campaign by the media

or other individuals through the charging of higher than
pro rata shares for the use of candidate - supplied
transportation”

(Federal Register/Vol. 45, No. 126/6-27-80, page 43376)




Memorandum to the Commission
Page 3

Finally, the regulation only discusses the determination of
income realized and not any possible effect on expenditures subject
to the limit. Accordingly, the Audit staff prepared Finding II.A.
2. with a recommendation that the RBC adjust their reported expendi-

tures subject to the limit by the amount of reimbursements in
excess of costs.

It is recommended that this matter be placed on the next
Executive Session agenda: for Commission consideration.
e

: '
- -If you have any questions, please contact Charles ‘Eanshaw
or Tom Nurthen at extension 3-415S.

Attachment as stated




FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20483

REPORT OF THE AUDIT DIVISION A
REAGAN BUSH COMMITTEE, THE AEAGAN BUSH COMPLIANCE
' THE DEMOCRATS FOR REAGAN

| :' .‘.'

I. Background

A. Overview

. This report is based on an audit of the Reagan Bush
Committee, the Reagan Bush Compliance FPund and the Democrats
for Reagan, to determine whether there has been compliance with
the provisions of the Federal Election Campaign Act of 1971, as
- amended ("the.Act"). The audit was conducted pursuant to -

- Section 9007(a) of Title 26 of the United States Code which states
that after each Presidential election, the Commission shall :
conduct a thorough examination and audit of the qualified campaign

" - expenses of the candidates of each political party for President
and Vice President.

- In addition, Section 9007.1 of Title 1l of the Code of
Federal Regulations states that after each Presidential election,
the Commission shall conduct a thorough examination and audit of

'~ the receipts, disbursements, debts and cbligations of each
candidate's authorized committee(s). Such examination and audit -
shall include, but shall not be limited to, expenses incurred
pursuant to 1l C.F.R. 9003.4 prior to the beginning of the ,
expenditure report period, contributions to and expenditures made

. from the legal and accounting compliance fund established under
1l C.F.R. 9003.3(a), contributions received to supplement any
Payments received from the Fund, and qualified campaign expenses.

C The Reagan Bush Committee ("RBC") registered with the
‘Federal Election Commission on May 29, 1980 (under the name
Reagan for President General Election Committee*) and served as
the principal campaign commjittee of the Honorable Ronald Reagan,
Republican candidate for President of the United States. The
Candidate designated the Reagan Bush Compliance Fund** ("the

On August 7, 1980, the Ccmmittee amended its statement of .
organization to conduct business as the Reagan For President
General Election Committee and/or Reagan Bush Committee.

Y
The Riigan Bush Ccmpliance Fund was established to defray
legal and accounting costs associated with ensuring

compliance with the FECA.

/




Canplianco Fund”) on July 7, 1980 (under tho name Reagan for

President Compliance Fund) and the Democrats for Reagan on .
October 31, 1980 as authorized committees. The Reagan Bush Committee
and the Reagan Bush Compliance Fund maintained their headquarters in -
washinqton, D.C. and the Democrats for Reagan maintained its head-
qua:tors in Arlington, Virginia.

The audit covered the period nay 29, 1980 through December
31. 1980. the final coverage date of the most recent reports filed
by the Committees at the time of the audit. During that period, the
Comnittees reported the following activity:

i Bcgiﬁ%iag © Total A lndiag
caunittno Cashi_: Receipts gggggditurcs
a..qan Bush Committee =0- . $32,516,345.37 $31,647,351.55 sass,ssa.az

R‘lqln Bush Compliance -0- 2,110,857.80 1,512,152.36 598,705.44
Fund

Democrats for ‘Reagan~ =0- " 10,000.00* 20,000.00* -0~

T In addition, certain £inancial activity was reviewed th:ough
March 26, 1981.

S This report is based upon documcnts and working papers
supporting each of the factual statements contained herein. They -
form part of the record upon which the Commission based its decisions
on"the matters adédressed in the report and were awailablc to the
Commissioners and app:op:iatc staff for review.

R - Key Personnel

The principal officers of thc Conmittees during the period
audited were:

Comm;ttoe ‘ o Chairman

Treasurer

Reagan Bush Committee U.S. Senator Paul Laxalt Ms. Bay Buchanan*+*

'Reagan Bush Compliance U.S. Senator Paul Laxalt

Ms. Bay Buchanan**
Fund

Democrats for Reagan Mr. Leon Jaworski Ms. Janine Perrignon

:\\:‘..". -ve - a—npo--- Lo

ef Zar 2t3 I Fcagan was comprised sclely of a
transfer received from and made to the Reagan 3ush Committee.
Therefore, this activity is not subject to the limitation
at 2 U.S.C. 441a(b) (1) (B). 1In addition, the Democrats fcr
Reagan filed a terminaticn report on January 30, 1981.

Oon Januar?'Zl, 1981, these Committees amended their statements
of organization to disclose Mr. Scott Mackenzie as Treasurer.

Z




“C.

The audit included such tests as verification of total
reported receipts, expenditures and individual transactions; review
of required supporting documentation; analysis of the Committees debts
and ocbligations; review of contribution and expenditure limitations;

and such other audit procedures as deemed necessary under the
circumstances.

IT. Audit Findin’gs and Recommendations Relating
| - tle Q nyt tates (]

—
Introduction to Pinding; and Recommendations

On June 16, 1981, the Commission approved the interim audit

report on the Reagan Bush Committee, Reagan Bush Compliance Fund
and Democrats For Reagan which contained interim £indings and
recommendations developed during the audit fieldwork conducted during
January-March, 1981. The Committees were afforded 30 days from
receipt of the report to respond to the interim findings. The
- Committees received the interim report on June 19, 1981, hence, the

response was due on or before July 20, 1981.

- On July 2, 1981, Legal Counsel for the Committees requested
and -cbtained from the Audit Division photocopies of the Audit
staff's working papers (originally provided to the RSC Treasurer on
March 27, 198l1) in support of certain findings contained in the

interim report.

Oon July 6, 1981, the Cormittees submitted a writien request
to the Commission for an extension of 30 days to respond to the

interim audit report. The Committees cited the following reasons
in the reqguest:

“l. It has been extremely difficult to locate the

financial records of the Reagan campaign which are

relevant to findings and recommendations set forth

in the FEC's interim audit report. The campaign

ccmmittee is no longer staffed and cbtaining interviews

and information from former staff members has proved to

be a time~consuming task. In addition, due to the

fact that many of the matters highlighted in the

audit report occcurred quite some time ago, it has

been particularly difficult to acguire the information

necessary to prepare a response to the FEC.

<. & Treecdom oI Inf:czmatica ACTt Tiguest was

Tecently submitted to the FEC reguesting the disclosure

and inspection and copying ¢f the auditors' work

papers generated or relied upcn with respect to

several of the findings and recommendations contained
24n the interim audit report. The Committee will no%

be able to prepare an adeguate response to the audis

Teport until the requested materials have been reviewed."

3




“on July 14. 1981, th. CMNudssion vetcd to doay ehc 30 day S
extension of time requested by the Committees. 80 doing, the o
Commission stated that it has consistently takon the posi on during
_the 1980 election cycle that such requests for extensions by committees
of publicly-financed candidates be denied in order that the public
release of the audit reports be made in as timely a nmanner as

possible. The Commission officially inte:mnd the Committees of its
dccisicn on July 17, 1981l.

. om July 20, 1981, thn cgnnittocs submitted thni: initial response

to the interim audit repoft &nd requested (1) a stay of further
cgmnission actions on certain matters, (2) an opportunity to supplement
the initial response, (3) a hearing before the Commission regarding

certain matters in dispute and (4) a :cconsidcration ot the COunission s
denial noted abovc. :

On July 28, 1981, the Commission grantcd a two week cxtcnsion
- of time (uvntil Acvgust 11, ‘1981) for the Committees to submit a
supplemental response to the interim audit report. The Commission
.notified the Committees of its decision by letter dated August ¢,
1981, and alsc notified the Committees that a hearing would be-

. premature at this tinn, givcn thc stntuto:y and :egulatory p:ovisicns o
s and safegua:ds.r;i R V A

.. on August 11, 1981, the Commission received the COmmittccs' :
supplemental Tesponse to the interim report.

A‘though several references are contained in this report

.~ Tegarding certain fimancial activities undertaken by the Republican
- National Committee ("RNC"), the scope of the audit work performed
was limited to tests of the financial records of the Reagan Bush

Committee, Reagan Bush Compliance Fund, and Democrats For Reagan,

and no audit was performed relative to the RNC. Therefore, the
Audit staff expresses no opinion as to the accuracy or completeness
of the financial information disclosed by the RNC in its "Reports:
of Receipts and Expenditures” filed with the Ccmmission. The
£igurcs relating to the RNC contained in this report were taken

-from the RNC disclosure repoxts on file with the Commission, unless
ctherwise stated.

A. Limitation on Expenditu:es

Section 441a(b)(l)(8) of Title 2 of the United States
Code states, in pace, .hat no candicdate for the Office of Presidens
pf the United States who :is eligzs‘e ander Sectica 2003 ¢ Title 26
x-e-a--n, ©o ccnditicn feor eligidbility for payments) to receive
tayvments frca the Seczetary of the T:easuxy may make expenditures
in excess of $20,000,000 (as adjusted for the change in the coasumer

rice index since 1974), in the case cf a campaign for election <o
such office (also see 2 U.S.C. 44la(c)).

Y




The limitation relating to operating expenditures for
the 1980 general election is $29,440,000.

DL This finding addresses four matters relative to expendi-
tures subject to the 2 U.S.C. 44la(b) (1) (B) limitation incurred

by the RBC during the period May 1, 1980 through March 26, 198l.
Specific recommendations, where appropriate, follow the discussion
of each matter. A financial summary and recommendation relative

to the expenditure limitation is contained on page 22 of this reper

1. Rcéaévcd R.lating.rc %EEEnditurcs Made
. Y e P can Nati ttee

3 . Section 44la(d) (2) of Title 2 of the United States
Code permits the national committee of a political party to make
expenditures in connection with the general election campaign of
any candidate for President of the United States who is affiliated
with such party not exceeding 2 cents multiplied by the voting age

population of the United States as certified by the Secretary of
Commerce (also see 2 U.S.C. 44la(e)).

. The Audit staff analyzed the campaign tours undertake
by the Presidential and Vice Presidential candidates for which the
Reagan Bush Comnittee sought reimbursement from the news media,
Secret Service and Reagan Bush Compliance Fund, for a pro rata share
of costs for air transportation, ground services and facilities.

. The analysis revealed that the Republican Naticnal
Committee made seven expenditures totaling $1,633,293.89 in
conjunction with the tours and applied the amount to its 2 U.S.C.
44la(d) (2) limitation. The Audit staff's review of the Reagan Bush
Committee records revealed that $1,613,049.15 of the RNC expenditure
were applied to air charges associated with presidential tours 6
through 15 and vice presidential tours 6 through l4. A pro rata
share of these expenditures was billed by the Reagan Bush Committee
to the news media, Secret Service and Reagan Bush Compliance Fund.
The Reagan Bush Committee cbtained $1,138,891.24* in reimbursements
associated with the Republican National Committee's expenditures.
These reimbursements were retained and reported by the Reagan Bush
Committee on FEC Form 3P, Schedule A-P, Line 21l. As a result, the
RBC's reported expenditures subject +o the limitation (2 U.S.C.
44la(b) (1) (3)) were offset (reduced) by $1,138,891.24. Copies of

computational schedules depicting this situation were provided <o
the Reagan Bush Committee Treasurer.

* Thiz &c4a2l

inslcdes $53.733.27 ia reixmbussemsnts which were
billed but not collected as of 2/24/81l; however, our review
cf reported activity subsequent to 2/24/81 incdicates that
an amount in excess of $8,733.07 was reported as being
received by RBC, a portion of which may be asscciated with
:§§;2/24/81 amount calculated by the Audit staZlf.
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During the fieldwork and at the exit conferencs of

Mazch 27, 1981, the Audit staff informed Committee officials that,

in the Audit staff's opinion, the Committes was not entitled to
reinbursenents received resulting from RNC expenditures and that
these reimbursements could not be used to offset Committes operating

expenditures. While the Audit staff indicated that the reimbursements
- received relating to RNC expenditures approximated $750,000, Committee
officials were also informed that this figure was p:clinina:y and may
be substantially higher once the calculations were made final. Prior
to the Audit staff's finalization, the asc. on April 1, 1981, filed
an anendment deleting $748,163.16 in previously zeported refunds and
$748,163.16 in proviouslz,rqpo:tod operating expenditures from its
reports and attributed thesé transactions to the RNC. Subsequantly,
the Audit staff calculated that the total amount of reimbursemants
received rasulting from cxpcndituxcs made by tho RNC was $1,138,891.24.

On July 21, 1981, the RNC annnd.d its 1980 Year-End -
report to show a $748,163.16 reduction of previously reported
expenditures on bchalf of. the candidate, thereby establishing -
enough room within its 2 U.S.C. 441la(d) (2) limitation of $4,637,653.76
to accomodate the additional $748,163.16 in expenditures made by the
RBC. The aforementiocned $748,163.16 amendment did not involve a
transfer of monies between tho RBC and the RNC, but rather, was merely
a "paper " attribution of "the amount of tour reimbursements allocated
to the RNC" and selected ‘expenditures paid by the RBC and later
attributed via the RBC's disclosure reports to the RNC. Further, the
RNC's disclosure reports filed as of that date indicated that it

had made expenditures pursuant to 2 U.S.C. 44la(d) (2) on behalf of

the candidate totaling $4,523,789.27 toward its limitation of
$4,627,653.76. V

The interim report indicated that the Audit staff
does not believe that this "after the fact" attribution of -
expenditures (made and originally reported by the Reagan Bush

Committee) to the RNC is permissible withia the definition of
2 U.S.C. 441a(d) (2).

Thus the issua presented is whether or not it was
appropriate within the constraints of the Act and Chapter 95 of
the Internal Revenue Code for the Reagan Bush Committee to obtain
reimbursements related to expenditures that were actually paid by
the Republican National Committee and also as a result offset
(reduced) RBC operating expenditures subject to the limitation, and
whether or not the "after the fact" attribution of certain
- reimbursements and expenditures to the RNC was permisgsible.




‘ . On June 16, 1981, the Commission approved the
Audit staff's recommendation contained in the interim report
that the Reagan Bush Committee be afforded 30 days from receipt

of the audit report to explain the circumstances surrounding its

receipt of the $1,138,891.24 in reimbursements received reslated
to expenditures made by the Republican National Committee, and to
demonstrate that the receipt and reporting of these amounts :
are consistent with the requirements of the Act and Chapter 95 of
the Internal Revenue Code (26 U.S.C. Sections 9001 - 95013), and
that further recommendations would be made after the Reagan Bush
Committee had an cpportunity to respond within the 30 day periocd.

With respegt to the April 1, 1981 amendment, the
Audit staff recommended that the RBC file an amended report to
properly disclose the transactions as receipts and expenditures
of the RBC (i.e., rescind the April 1, 1981 amendment).

Analysis of COmnittei Response

The RBC responded to the interim report by stating
that at the outset of the 1980 presidential campaign the committees
(RNC and RBC) made a commitment to spend the legally permissible
amount to promote the candidacy of the nominee of the Republican
party. The RBC explained that in coordinating their expendi-
tures, it was agreed by the committees that the RNC would assume
responsibility for certain costs incurred by the RBC during the
‘campaign and that to this and, certain designated air fare invoices
received by the RBC were sent to the RNC for payment directly to
the airlines. The response further stated that the RBC billed
the paying passengers, primarily Secrat Service and the press,
for their pro rata share of the transportation costs. The
reimbursements from these passengers were received and retained
by RBC and used to offset REC expenses that otherwise would have

been paid by the RNC. With respect to the billings and reim-
bursements, the RBC stated that

"Initially, the RBC presented the RNC with
invoices for expenses incurred by the RBC.

The RNC would in turn make payment to the
designated vendor. 1In order to provide an
appropriate treatment for the reimbursements,
it was determined that the same result would
be achieved if RBC credited reimbursements
received against expenses incurred on behalf
of the RNC and paid by the RBC. The RBC billed

the RNC for air charges, receiving travel

reimbursements on XNC's acecgunt. In Larn, these

reinbursements were credited against expenses
the RBC incurred cn behalf of the RNC.




All of the expenditures were coordinated
by the Committees pursuant to their
comnitmant to further the candidacy of
the Republican nominees.”

In its July 20, 1981 response to the interim report,
the RBC stated that “"the $1,138,891.24 added the audit
(staff) to RBC expenditures subjoct to limitation because they
'represented payments to.the Reagan Bush Committee based on ...
RNC expenditures,’' in actuality represent a propex offset of
expenditures incurred by the REC and the RNC in furtherance of
Ronald Reagan's candidacy in conformance with the agcncy '
relationship that existed between the RBC and the RNC." 1In the
August 11, 1981 response, it was stated that the RBC acted as the
RNC's agent in managing RNC's campaign expenditures. RNC, in the
role of the principal, raised funds and paid expenses of the REC,
its agent, with the RNC ultimately retaining the power to control
how and where its funds would be speat.

The RBC stated its belief that the agency relationship is

authorized by law and cited numerous legal p:occdents which it £olt
supported this thsory.

Further, the RBC referred to Section 110.7(a) (4) of Title 1l
of the Code of Federal Regulations which states that the national
committee 0f a political party may make expenditures authorized

by this section through any designated agent, iacluding State and
subordinate party committees.

In addition, the RBC stated that Section 44la(a)(4) of
Title 2 of the United States Code provides that the limitations
on contributions contained in paragraphs (1) and (2) do not apply
to transfers between and among political committees which are
national, State, district or local committees (including any
subordinate committee thereof) of the same political party.

In the opinion of the Audit staff, the RBC appears
<0 conclude that Section 110.7(a) (4) of Title 1l of the Code of
Federal Regulations permits the designation of a principal campaign
committee of a candidate to act as an agent of the national
comnittee with transfer authority within the limitation contained
at Section 44la(d) (2) of Title 2 of the United States Code.




The RBC response fails to elaborate on the fact that 2 U.S.C.

441a(d) (1) * clearly restricts the making of so called 441a(d)
expenditures to/through only party committees (State committees of

a political party, including any subordinate committee of a State
commnittee) .

Further, in the Audit staff's opinion, since the Act,
its legislative history, and the Commission Regulations recognize
a distinction between an actual transfer of money to a candidate's
committee by a party committee and an expenditure under section
441a(d), a publicly-financed candidate's committee cannot be the )
agent of the party committee for obtaining and using private funds
despite the Committee's perfissive reading of 11 C.F.R. Section
110.7(a) (4) which allows a party committee to designate an agent.
The Reagan Bush Committee, . therefore, should not have cbtained

reimbursements, rebates and refunds which were due the RNC. While

the Commission has permitted the use of section 44la(d) monies to
pay for expenditures incurred by the candidate if the party so
chooses, the effect of allowing reimbursement to the candidate for
expenditures made by the party is to mingle private money with

public money in a way not contemplated by the public financing
system. . ‘ ‘

In the August 1ll, 1981 response to the interim repore,
the RBC reiterated its conclusion that, based upon the agency
relationship, it was appropriate for the RBC to offset tour
reimbursements against other costs incurred by the RBC for the
Republican National Committee (as portrayed in the April 1,

1981 amendment). The RBC presented a definitive analysis of

these transactions in accordance with Generally Accepted Accounting
Principles (GAAP) which included the concept of offsetting assets
against liabilities and the concept of proper £inancial presentation
for entities under the common, direct, or indirect control.

Section 44la(d) (1) of Title 2 of the United States Code
states that notwithstanding any other provision of law with
respect to limitations on expenditures or limitations on
contributions, the national committee of a political party and
a State committee cf a political party, including any sub-
ordinate committee of a State committee, may make expenditures
in connection with the general election campaign of candidates
for Federal office, subject to the limitations contained in
saragraphs (2) and (3) of this subsecticn.
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The RBC indicated that given the agency relationship, the
GAAP concept of offsetting suggests that the §1, 138 891 in reimburse-
 ments received by the RBC should be recorded as a liability to the
RNC which could be appropriately and preferably offset against other
costs incurred by the RBC for the RNC. Further, the RBC
indicated that there is substantial support in the GAAP concept
of proper financial presentation for entities under common, direct
or indirect control to suggest the more meaningful presentation of
the financial results of thé Reagan Bush Presidential Election
Campaign would be to combine the activities of the RBC and the RNC's
Presidential Election Fund, based upon common coatrol through the
agency relationship. Finally, the RBC stated that these amounts
were attributed to the RNC to account for various campaign costs
incurred by the RBC on behalf of the RNC, and that this amendment

accurately reflects the underlying t:ansactions between thc
ccwmittcos..

The Audit staff bclicves that the amendments f£iled by
the RBC and RNC contain transactions which did not occur as
currently po:t:ayed on the public record.

_ Conclusion

The Commission has determined that the Act and Regulations

do not permit an agency relatiocnship such as that which, according .
to the RBC, existed between the RBC and RNC. Therefore, the GAAP -
analysis presented, based on the existence of the agency
relationship, is not relevant in this case. Further, that the RBC
limit on expenditures (2 U.S.C. 441la(b) (1) (B)) must be kept
separate from the RNC limit (2 U.S.C. 44la(d) (2)). Finally, that
the expenditures totaling $748,163.16 made by the Reagan Bush
Committee could not properly be regarded as 2 U.S.C. 441a(ad)(2)
expenditures by the RNC because the RNC did not retain control over
the expenditures and did not pay the vendors itself.
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' Recommendation

It is the Audit staff's recommendation that with respect to

the tour reimbursements received by the Reagan Bush Committee
relating to expenditures made by the RNC, an amendment is to
be f£iled by the RBC within 30 days of receipt of this :eport. The
correction to the public record may be accomplished by reclassifying
from line 21 to line 22 of the Detailed Summary of Receipts and
Expenditures (Page 2, FEC Form 3P) that portion of the §1,138,891.24
received in 1980 and 1981 respectively. Line 22 of the summary
. should be retitled "Reimbursements Received Relating To Expenditures

Made By The Republican National Committee”. It should be noted that
vhen filing this amendment -the RBC does not have to f£ile supporting
FEC schedules A-P for line 22 detailing each reimbursement, but
merely may disclose a "lump sum" amount being reclassified from
line 21 to 22 for 1980 and 1981 activity. In addition, lines 14
and 15 (FEC Form 3P, Page 1) of the Reagan Bush Committee's Reports
of Receipts and Expenditures for the 1980 Year-End Report and reports
filed in 1981 should be corrected to reflect the changes to expendi-

tures subject to the limitation :csultinq from the :oclassifications
ncted above.

With respect to the April 1, 1981 amendment ($748,163.16)
the Audit staff recommends that within the 30 day pc:iod the
Reagan Bush Committee file an amendment to its 1980 Year-End
Report of Receipts and Expenditures to reverse the transactions
contained in the 4/1/81 amendment. Further, the RBC should inform
the Republican National Committee to file a similar amendment to
+s 1980 Year-End Report within this recommended pericd so that .

the reports may properly reflect the. t.ansactions and their impact
on both committees. ,

For the discussion regarding the Commission's determination

Telating to any repayment, please refer to Finding III.A. at paqos
25-26.

2. Reimbursements Received Related to
ampaign urs Pai Y _RBC

Section 9004.6(a) of Title 11 of the Code of

Federal Regulations states, in part, that if reimbursement for

" trangportation made available to media, Secret Service or other
taff authorized by law or required by national security to

travel with a candidate is received by a committee, the amount

of such reimbursement for each individual shall not exceed that
individual's pro rata share of the actual cost of the transportation

made available. Further, Section 9004.6(b) of Title 11 of the

Czde sf Fadsral Regulaticns stazas, in zars, that i reixsursement
fox ground services and facilities is received by a committee, the

amount of such zeimbursement for each iandividual shall not exceed

;l,c‘
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either the individual's pro rata share of the actual cost of the
services and facilities made available; or a reascnable estimate
of the individual's pro rata share of the cost of the services and
facilities made available. If it is determined that reinmbursemants
related to a trip have exceeded by 10% or more the actual cost of
the services and facilities made available, such excessive amount

shall be deemed income to the committee and shall be repaid to the
Secretary.

The analysis-of available records supporting the
actual cost of services and facilities made available to the news
media, United States. Secret Service and Compliance Fund perscnnel
disclosed that the Reagan Bush Committee realized reimbursements
in excess of costs documented in conjunction with the tours of at
least $15,238.53* ($1,284,704.10 reimbursements less actual cost
$1,269,465.57). Included in the total for reimbursements is an
estimated $21,559.82 in tour reimbursements due the Reagan Bush
Committee as of February-24,-1981. Our review of the RBC's disclosure
reports for the periods ending March 31, '1981 and June 30, 1981
indicates that the RBC has received $33,228.25 a portion of which is
in reimbursements, apparently associated with the 2/24/81 figure -
calculated for tour reimbursements due. During the course of the
follow-up audit work planned to commence at the end of the 30 day
. periocd afforded the RBC to respond to0 this report, the Audit staff

will verify these reported figures +o underlying documeniation and,
if it is determined that the RBC has received or expects to receiw

an amount which differs frcm the Audit staff's calculation, an
adjustment will be made. .

On June 16, 1981, the Commission approved the
Audit staff's recommendation contained in the interim report
that, since the above reimbursements have not aexceeded by 10%
or more the actual cost of the services and facilities as
contained at 11 C.F.R. 9004.6(b), no repayment would be

recommended with respect to the associated income. However,
since this amount has an impact on expenditures subject to
the limitation (understates said expenditures), the entire

amount ($15,238.53)* has been included in Finding II.A. as an
upward adjustment.

The interim report placed the figure at $50,588.48; however,
information relating to certain ground costs contained in the
RBC's response resulted in the figure being reduced t> $15,238.353.
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Analysis of Committee Response

On July 20, 1981 and August 11, 1981 the RBC responded to !
the interim report and concluded that the Regan Bush Committee '
had in fact incurred a loss on the campaign tours totaling
$18,429.10 rather than a profit as determined by the Audit staff.
According to the RBC, during the general election, daily records
were maintained as to the actual expenses incurred by the press ]
and secret service and a great effort was executed to ensure that ;
these parties were accurately and equitably billed. A final review
at the end of the campaign.tlearly indicates that these parties
were not overcharged, as-actual tour costs incu::cd hy the
campaign exceeded reimbursenents.

The Audit staff plans to review tho records in support of
the f£inal review performed by the RBC at the end of the campaign,
during follow-up work planned to occur during the 30 day response
period, and discuss the differences with RBC officials. However,
it appears that the differences primarily result from the app:oach
in determining the net amount realized from the tours.

First, the RBC's computation showing the loss figure indicated
that the RBC aggregated total expenditures and reimbursements in
conjunction with the tours without separating the expenditures made
by the RNC and the associated reimbursements; whereas the Audit
staff's calculation separated the RNC activity from the RBC activity
and computed a pro rata amount of reimburgements accerdirgly.

Secondly, it appears that the RBC in its review did not include
an amount for :eimbu:sments due the RBC as of February 24, 1981,
whezreas the analysis performed by the Audit staff did include an
amount . for reimbursements due the RBC as of February 24, 1981l.
The Audit staff's subsequent review of reports f£iled by the Reagan
Bush Committee for the periods ending March 31, 1981 and June 30, i
1981, indicates that the RBC has received $33,228.25 in reimbursement
a portion of which is associated with the amount calculated by the
Audit staff as tour reimbursements due. Thisg will be verified by
reviewing RBC records during the follow-up fieldwork.

In conclusion, an adjustment of $15,238.53 is included at the
sumnary of expenditures subject to the 1.mitation (see page 22) in |
order to account for the reimbursements received in excess of costs.
If no adjustment is made, the effect would be to increase the
$29,440, 000 spending limitation by the $15,238.53 gsince the RBC

appl;ed this amount of reimbursements as an offset to its ope:ating
expenses.

/3
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Reccmmendation

It is the Audit staff's recommendation that the RBC, within
30 days of receipt of this report, file an amenédment in order to
properly account for the $15,238.53 in reimbursements received in
excess of costs. This amendment may be accomplished by reclassifying
the $15,238.53 from Line 2/ to Line 22 in the same fashion as noted
in Finding II.A.l. During the 30 day period, the RBC may submit
documentation to show that tour reimbursements received did not
exceed tour costs paid solely by the RBC.

‘3. Miscellanecus Xdjustments '
The Audit staff analyzed the RBC records in support of
its receipts and expenditures from January 1, 1981 through March 26,
1981 and its updated Statement of Net Outstanding Qualified Campaign
Expenses ("NOQCE") presented March 26, 198l. This analysis resulted
in a net upward adjustment of $301,178.02 in expenditures subject

to limitation as follows:

> -ada: Expenditures subject to limitation $270,431.52
. from 1/1/81 through 3/26/81
Add: Debts and cbligations owed by RBC 75,393.79
at 3/26/81
Less: Debts and obligations owed to RBC ( 29,208.09)
z at 3/26/81 . .

Less: Voided checks included in operating ( 15,439.20)

expenditures £rom 5/1/80 through
12/31/80

Total $301,178.02

(a) Expenditures Sub%ect to Limitation from
January 1, rough Mar -

) The Audit staff reviewed checks written during this

period and underlying invoices and other documentation in support

of expenditures to determine whether these expenditures were

. qualified campaign expenses. The review indicated tha%t the RBC
made expenditures for qualified campaign expenses totaling $1,266,421.50.




Not included in this amount were disbursements totaling $10S,000
to the Internal Revenue Service for taxes on interest earned which
were not chargeable to the expenditure limitation. Further, our
review of the receipts records revealed that the RBC received
$995,989.98 in refunds and reimbursements. This amount was
subtracted from total qualified campaign expenses yielding net
expenditures of $270,431.52 subject to the limitation for the
period 1/1/81 through 3/26/81.

Analysis of Committee 3::22230

In the August 11, 1981 fesponse, the RBC stated that
there was no evidence to indicate whether the auditors reviewed
individual expenditures to determine whether they were compliance
related and should have been charged to the Compliance Fund.

" Although expenditure documentation was in fact reviewed, it

was not necessary to determine: whether or not the expenditures were
compliance related, in view of the fact that the REC elected :
to classify these expenditures as operating, having paid them f£rom
the Federal funds account. The Commission's Regulations at 11 C.F.R.
9002.11(b) (5) clearly state that a committes has the option of
paying for compliance expenses from either the Federal funds :
. account(s) or if the expenses were solely for the purpose of ensuring

compliance with the Act, they may be paid from a privately funded
compliance account. The purpose of the review was to ensure that
the expenditures were for qualified campaign expenses and to identify
" additional amounts chargeable to the spending limitation. Further, ‘
in response to the interim report, the RBC was provided an opportunity
to show that any of these expenditures were for compliance.

(b) Debts and Obligations Owed By The Reagan Bush
Committee at March 26, 1581 575,555.73

The Audit staff reviewed unpaid invoices and
discussed with the Treasurer the amounts owed by the RBC. As -

a result, it was determined that the RBC had accounts payable of

$75,393.79. Therefore, this amount was added as an adjustment to
expenditures subject to the limitation. ’

Analysis of Committes Response
In the August 11, 1981 response, the RBC stated that
"We found no evidence to indicate whether the

auditors reviewed indiviadual icem angendiiures
t0 determine whether they were compliance related.




that the RBC had accounts receivable of $29,208.09.
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We also found no evidence that the auditors had
taken steps to determine whether all unpaid
invoices had been :eco:dedf'

With respect to whether a review of individual item expenditures
regarding compliance or non-compliance was necessary, the Audit staff
reiterates its previcus statement that the RBC elected to designate
these expenditures as non-compliance under 11 C.F.R. 95002. ll(h)(S).

. Further, the review was conducted as outlined above. Finally, as

indicated in an explaneto:y.note in the interim report:

"*Adjustments. 3 ‘these figures may be necetsery
upon review of the actual receipt and

ture activity relating to debts and obliqatiens'
(emphasis added)

(c) Debts and Obligations Owed To The Reagan Bush
Committee at Eg Ch 26, 1901 - $29,208.09

M

The Audit staff reviewed the records in suppo:t of

,debts and obligations owed to the RBC and discussed the debts and

obligations with the Treasurer. As a result, it was determined

” w - Therefore, .
ghiseanpunt was deducted from expenditures subject to the limitation.

Analvsis of Committes Response

In the August 1ll, 1981 response, the REC stated that

. "We found no evidence that the FEC auditors
traced the amounts in the schedules to the
source documents. We also found no evidence

- that the auditors examined cash receipts
subsequent to March 26, 1981 to determine
whether (1) all receivables had been recorded
as of that date and (2) receivables recorded
were at the proper amounts."”

With respect to tracing the amounts in the schedules to source
documents, this trace was in fact performed. As is the Audit
Division's practice for Federally f£inanced committees, all estimates

(i.e., projected winding down costs or open items (accounts

payable or accounts receivable)) are verified by evidence of payment,

. collection, or other disposition as the case may be during the initial

or follow-up audit work. As previously indicated, the follow-up
audit werk iz slanned to0 ccmmence near the end = the 30 2ay saried
asfcxded TO S23spend €9 «his repoct.

/6
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"(d) Voided Checks Included In ggazating Eggsgditurcs
rom May 1, ) 3 F3 - 439.20

" The Audit staff's review of RBC bank records
and reports disclosed checks totaling $15,439.20 were written in
payment of expenditures and subsequently voided. Although the RBC

had not adjusted its reports and records for these checks, the Audit
staff acknowledged them by reducing expenditures subject to limitation
Dby. that amount. S ' C

Analysis of Committee Resconse
In the August 11, 1981 response, the RBC stated that

*The working papers did not indicate the source
from which this data was obtained. There is no
indication that (1) the check register was examined
to ensure that all voided checks had been recorded

on the schedule or that (2) voided checks had been
examined.*” .

‘The above statement is correct insofar as the working papers
reviewed by the RBC in preparing its response. However, other
working papers referenced on the working paper schedules in support
of the voided check figure of $15,439.20 were inadvertantly excluded
from the materials forwarded to Counsel for the Committees and thus
not available for review. These working papers which detail our
examination of all bank accounts are responsive to the points made

in the response and document the adequacy of the procedures employed
by the Audit staff.

Conclusion

Based upon the issues noted in the response ((a)
through (d) above), the Audit staff believes that the amounts used -
to arrive at expenditures subject to limitation for the period 1/1/81
through 3/26/81 as noted on page 22 of this report are an accurate
reflection of RBC's financial activity. At the close of the

30 day response period, the Audit staff will perform additional

fieldwork to update the analysis for activity from 3/26/8l to the
present. '
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4, Capital Assets
Introduction

During the fieldwork it was apparent that the RBC may
have exceeded the expenditure limitation at 2 U.S.C. 44la(b) (1) (B).
It was also apzb arent that the RBC intended to ligquidate as nany
assets as possible since the proceeds from the sale would reduce
expenditures subject to the limitation for those asset costs
originally charged to the 1imitation. Therefore, in additian to
calculating the dollar vdlue of capital assets on hand is of
12/4/80 for NOQCE purposes the Audit staff included this amount as
an estimated downwasd adjustment to expenditures subject to the
above mentioned limitation, pending actual data on the sale/
disposition of these capital assets. The RBC calculated the value
of capital assets to be $16,378.90, whereas, the Audit staff
determined the value to be $46,617.93, a difference of $30,239.03.

Thc Rnaqan Bush Committee sold a portion of its assets

-prior to 12/4/80 for $16,378.90. In view of the fact that payment

for these assets had not been received by the RBC as of 12/4/80, the
Audit staff classified the $16,378.90 as an account receivable.
In addition, as noted above, the Audit staff identified other assets

. on hand as of 12/4/80, totaling $46,617.93, as capital assats; The
™

Treasurer stated he would review the Audit staff's calculations of
the fair market value of these assets (see Attachment 1l).

Analvsis of Conmittee Regponse

In both its initial response (7/20/81) and its supplemental
response (8/11/81) the RBC maintained that:

(a) Certain of the assets were no longer RBC propexty
as of December 4, 1980; and

(b) An improper method was used to assign a valuatiocn
to these assets.

In addition, the RBC stated that "We could not determine,
based on our review of the FEC working papers, the following:

whether a physical inventory was conducted;

the RBC reccrds used to compile the list of capital
assets on hand:; ‘

N
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- the procedures performed to determine the completeaness
‘0f the schedules of assets on hand;

- the procedures to relate the valuation determined by
the auditors (cost, less two years straight line
depreciation based on an eight year life) to subsequent

. :calization in cash upon disposition®.

Further, tho RBC stated that each of the items was
subject to a rapid loss 6: valuc upon conmencenent of uso.

With respect to the RBc's assertion that certain assots
were no longer RBC property as of 12/4/80, it should be noted
that during the Audit staff's review of capital assets it was
determined that all of these assets were, in fact, on hand at
December 4, 1980. This fact was confirmed with the RBC person
in charxge of them. He identified certain capital assets as
being in use at the transition office and inaugural headquarters.

Furthermore, as noted previously, the RBC calculated a value
for capital assets of $16,378.90. However, these assets were, in
fact, scld by the RBC prior to December 4, 1980. As stated above,

_ the Audit staff classified the $16,378.90 as an account receivable.

Therefore, it is the Audit staff's position that the RBC did not
recognize the existence of any capital assets on the Statement of

Net Outstanding Qualified Campaicn Expenses (as of 12/4/80) p-ovidcd
to the FEC Audit staff on March 26, 198l.

Regarding the RBC's contention that an improper method was
used to assign a valuation to these assets, certain background
information is appropriate at this point in the discussion.
During the post-primary audit of the Reagan For President (Primary
Cormittee), documentation reviewed by the Audit staff disclosed that
the Primary Committee initially assigned a value to its capital
assets based on an 18 month life expectancy and with depreciation
computed using the straight line method. The Audit staff questioned
this valuation method initially used by the Primary Committee as
evidenced by Finding III.D. "Valuation of Committee Assets"™ contained
in the Report ¢f the Audit Division on Reagan For President (release
date 2/2/8l). The Audit staff recommended that the Primazy Committee
Srepare a revised valuation of the items. On December 22, 1980,
the Primary Committes submitted a revised valuation for the capital
assets in question. The Primary Committee, in calculating the
revised valuatien, asszgned an 8 vear life expectancy and computed
dezreciasicn (I vear) using the s4raich% line methsd. The Ceommissiszsn
Zaenm2s this meznci o se reascnatie.




Since many of these capital assets were purchased by the
RBC from the Primary Committee, the Audit staff continued to

use the assigned 8 year life and computed depreciation (2 years)
using the straight line method.

With respect to the procedures employed by the Audit staff,
it should be noted that the description of certain procedures
performed was not initially provided to the RBC. However, in
general, the procedures employed were as follows:

- review of documentation maintained by the RBC regarding
- the purchase of materials,. including RBC records and
FEC working papers relating to assets purchased by
the RBC from-the Reagan For President (Primary Committee);

physical inspection of assets located in the Committees'®
offices, in Washington, D.C.;

discussion with a knowledgeable REC employee concerning
the existence and location or disposition of certain
capital assets; and

verification, using RBC records available, of any -
representations made by RBC personnel.

As a result of these procedures, the Audit stafs identified

certain capital assets on hand as of December 4, 1980, and calculated
the value for these assets to be $46,617.93.

If the RBC is able to produce evidence which substantiates
its assertion that there was a rapid loss of value upon commencement
of ‘use of the assets, or there was a market decline after December 4,
1580, the Audit staff will review such evidence, and, if necessary,
make appropriate adjustments to the capital asset valuation and
corresponding adjustments to the expenditure limitation.
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Reported expenditures subject to the limitation , $29,012,404.02
from '5/1/80 through 12/31/80. )

Adjustments to the above reported totals:

Add: Reimbursements received relating -1,138,891.24

. to expenditures made by the Republican
National Connittqt’{ ) \

.Add: Reimbursements received related to campaign 15,238.53
e tours paid by RBC -

Add: Expenditures subﬁcet to limitation from 270,431.52
‘. 1/1/81 through 3/26/81 .

Add: Debts and obligations owed by REC at 3/26/81 75,393.79 &/

Add: 3/31/8l1 Reimbursement made to the Compliance 137,883.67 */
. Fund (as reported by the RBC)

Debts and obligations ocwed to RBC at 3/26/81 ( 29,208.09) */

Voided checks included in operating ( 15,439.20)
expenditures from 5/1/80 through 12/31/80

Capital Assets on hand to be liquidated { _ 46,617.93)
Total Expenditures Subject to

$30,558,977.55 */ %,
Limitation from 5/1/80 through
3/26/81 per Audit Analysis

Adjustments to these figures may be necessary upon review of
the actual receipt and expenditure activity during the
follow-up field work planned to. commence at the end of the

‘30 day period afforded the Committee to respond to this
report.

In addition, as noted in Finding III.D., a certain other matter
has been referred to the Commission's Office of General Counsel.
Upon resolution, a further adjustment may be required.
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. - Based upon the above analysis, it ‘appears that the
RBC has exceeded the limitation at 2 U.S.C. 44la(b) (1) (B) .in the

anount of $1 118,977.55 ($30,558,977. 55 less $29,440, 000).v e

Recemmendetion

It is the Audit staff's recommendation that the Ccnnissicn

_determine that the Reagan Bush Committee, absent a showing to the

contrary within 30 days of receipt of this report, has exceeded

the 2 U.S.C. 4le(b)(l)(8),linitetion in the amount of $1,118,977.55*
as set forth above. “

l

B.- Disclosnre of‘ﬁebts'end Obligations

Section 434(b)(8) of Title 2 of the United States Code
requires disclosure of the amount and nature of debts and obligations

. owed by or to such political committee; and a statement as to the

circumstances and conditions under which such debts or obligetions

o were extinguished, and the consideration therefore.

‘The Audit statf noted that the tollowing letters ot

;-credit;were established with the Riggs National Bank in favor of
- three wendors. The amount and nature of these letters of credit

were not disclosed in the Reagan Bush Committee s reports to o

. the Commission.;

(1) Pecific Teleghone and ”elegregh Co.

An irrevocable letter of credit was esteblished

" in favor of the vendor pursuant to0 an agreement dated August 26, -
11980.  The credit, secured with certificates of deposit totaling
©:$300,000. (subsequently increased to $500,000), guaranteed the

T l‘setisraction of all obligetions owed to .he vendor by the Reegen
SR Bush cgmmittee. .

) (2) Unite& Airlines. Iﬁc. -

A Two irrevocable letters of credit were established ‘

}iﬁ fevor of United Airlines on August 29, 1980 and September 11,

1980 pursuant to aizcraft lease agreements. The credits, -
collateralized with certificates of deposit totaling $425,000,

- guaranteed the satisfaction of indebtedaess to the vendor by the -

Reagan Sush Committee.

Flease refer <o Findlng III.A. on pages 25-26 for the discussion

regarding the Ccmmission's- dete*n.aation relating to resolution
of repayment issues.

g
.
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(3) Trailways Leisure and Travel

An irrevocable letter of credit was established
in favor of the vendor pursuant to an oral agreament of September
4, 1980, and payable upon written demand from Trailways. The

credit was collateralized with certificates of deposit totaling
$20,000.

On April 15,.'1981, the RBC filed its !i:st
Qunrto:ly Report for 198ls which substantially disclosed the
necessary information :.qa:ding these instruments.

Recommendation

Based on the above, the Audit staff recommends no further
actiou on this matter. . .

-

e, Transfer To and From Affiliated Conmittees
) Sections 434 (b) (27 (E) and-434(b) (4) (C) of Title 2
of the United States Code require the disclosure of the total

amount.of all transfers made to or received from affiliated
commitﬁees.

The Audit staff noted a $10,000 transfer made by the
Reagan. Sush Committee to Democrats For Reagan. The same amount
was subsequently transferred from Democrats For Reagan to the
Reagan Bush Committee. Democrats For Reagan digclosed the
receipt and disbursement of the transfers. The Reagan Bush
Committee considered the disbursement and receipt as inter-bank

trzansfexrs and did not disclose this activity in its reports
filed with the Commission.

On April 15, 1981, the RBC filed its first

Qua:tarly Report for 1981 which properly disclosed these
transfers.

Recommendaticn

" Based on the above, the Audit staff recommends no further
action on this matter.

Ay
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III. Pindings Related to Title 26 of the United States Code
an Cglwt €0 e oDe ouu_sz

ditures In Excess of the Limitation T

Section 9007(b) (2) of Title 26 of the United States Code
states if the Commission determines that the eligible candidates
of a pclitical party and their authorized committees incurred _
" .qualified campaign expenses.in excess of the aggregate payments
to which the cligiblo caididates of a major party were entitled
under section 9004, it sNalY notify such candidates of the. lnount
of:such excess and such candidates shall pay to the s-::cta:y ‘
of  the. Treasu:y an amount oqual to such amount.f

‘As p:oviously noted in rinding II.A. of this report,
‘pagc ‘23, the Audit staff's analysis indicates that the RBC =
appears to have exceeded the expenditure limitation at 2 U.S.C.
'441a(b) (1) (B) for the period May 1, 1980 -through March 26, 1981
by $3,118,977.55. The Commission determined that the RBC could not
. properly otfset {reduce) its expenditures subject to the limitation.
_ by including the $1,138,891.24 in reimbursements received by the ~

- . RBC-relating to expenditures made by the Republican Natianalﬂ

¢ommittee (see ?indinq II.A.1l. for a detailed discussion).

" The Audit staf.t 's :ocomcndatiun on page 23 of thi.s :cpo:t

;tates, absent a showing to the contrary within 30 days of receipt -
of this report, the Commission determine that the Reagan Bush Committe:
‘Aexceeded the expenditure limitation by $1,118,977.55, and that, as"

poted- in Finding II.A.l. and 2., certain amcndmnnts should be filed to .
correct the public recoxrd.

With respect to the repayment aspect of this finding,
noted above, the amount in excess of the limitation is directly
attributable to the reimbursements received by the RBC relating to
expenditures made by the Republican National Committee. Regarding .
this issue, the Commission does not agree with the agency :elaticnshipv
theory described by the RBC (see Finding II.A.l.). Further, the
Commission is of the opinion that the spending limitation relative
to the RNC (2 U.S.C. 44la(d)(2)) and the RBC limit (2 U.S.C. 44la ‘
(b) (1) (B)) must be kept separate. The Commission also concluded that
the expenditures totaling $748,163.16 originally made by the Reagan
Bush Ccmmittee could not be properly regarded as expenditures
subiect to the provisions of 2 U.S.C. 441a(d) (2) by the RNC

since the RNC did not retain control over the expenditures and
d-a 1ot :ay e o’e!\dc:s qbsel-' uqb S Logmie g—nawﬂ‘—p P 'S S

WMwf wmea mmwewy - ametts ww ———

amencdzent filed, attempted to classify certain expeanditures

under its 2 U.S.C. 44la(d) (2) authority that had already been
incurrzed and paid by the R23C.

;J/.'
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Upon consideration of this issue, the Coomission
determined that since it appears from the audit and from
the reports f£iled by the RNC, there was no exceeding the total
(combined) expenditure limitations of the Reagan Bush Committse
(2 U.S.C. 441a(b) (1) (B) ~ $29,440,000) and the Republican
National Committee (2 U.S.C. 441;(6)(2) - $4,637,653.76), totaling
$34,077,653.76, solely by virtue of the $1,138,891.24 in reimburse-
ments received by RBC relating to oxpcnditu:cs made by the RXC,
it--would be 1napp riate to request a repayment to the U.S. Treasury
with regard to the $1,138,891.24. However, the Commission will, in
the future, insist that the separate limitations be cbserved and
that national party commi€teds and authorized candidate dommittees

be responsible for making c:pcnditu:os within their own respective
spending limitations. .

COnclusicn

““The Cammission's decision :.garding the $1,138,891.24 ‘results
. in no repayment obligaticn on the part of. the Rnagan Bush Committes.

~ A - 18 Investment of Public rundl
. Zllm==la . Section 9004.5 of Title 11 of the Code of Federal
- .Regulations states, in part, .that investment of public funds
"i8 permissible, provided that an amount equal to all net
o .income derived from such investments, less Federal, State

- and local taxes paid on such income, shall be repaid to the
* Sec:eta:y ,

. Fuxrther, 11 C.F.R. 9007. 2(3)(6) states that the
(o cdmmission shall notify the candidates of a political party

. that a repayment of money to the Fund will be required in an

- amourit equal to any income received as a result of investment
~ or other use of public funds pursuant to 11l C.F.R. 9004.5, less
> any Federal, State or local taxes paid on such income.

——— The Audit staff's analysis of activities through
€ March 18, 1981, revealed that the Reagan Bush Committee received

$465,040.86 in interest income from the investment of public
funds. The Audit staff has determined that the interest income

is subject to $213,918.86 in Federal income taxes, and an unknown
amount  of State and local income taxes. The interest income and
associated Federal income taxes were calculated through March 18,

.1981. Therefore, these figures are subject to an adjustment based

upon updated information regarding interest income and related
taxes.

N
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The Treasurer stated that the account will be closed on
or about August 1, 1981, and the net income (after taxts) will
be paid to the U. S. Treasury at that time.

on June 16, 1981, the Commission approved the Audit staff's
recommendation contained in the interim audit report that, absent a

showing to the contrary, the value of interest income less applicable
. taxes (approximately $251,122) be repaid in full to the U.S.

Troasu:y within 30 days 92 :occipt of the report.

The RBC has not" ptbvidcd any information eoneo:niaq
its liability for State and local income taxes, nor han the
RBc made a repayment..

Racemmcndation

PR 'rhc Audit staff recommends that within 30 days ‘of :ccoipt of
this report the RBC submit documentation to the Commisgion's

Audit Division concc:niaq any interest earned since March. 18, 1981
as well as documentation supporting Federal, State and local taxcs
applicable to all interest in¢ome earned. Further, it is
recommended that the RBC repay to the U.S. Treasury, within

the 30 day period, $251,122 plus an amount equal to any income
.zeceived as a result of investment or other .use of public funds
pu.suant to 11l C.F.R. 9004.5 since March 18, 1981 (less any
.Federal, State or local taxes paid on such income). Du:inq this
30 day period, the RBC may submit legal and factual

miterials to demonstrate that the repayment is not :oqui:od (see
11 C.F.R. 9007. 2(e)).

c.' Dete:mination of Net Outstanding

Qualified

on March 26, 1981, the Reagan Bush Committee p:nlentod
an updated Statement of Net Outstanding Qualified Campaign
Expenses ("NOQCE”) to the Audit staff depicting its financial
position as of December 4, 1980. The Audit staff reviewed the
books and records to verify the totals on the NOQCE. The
following represents the financial position as determined by

the Reagan Bush Comnit tee and an audited ve:sion prepared by
the Audit stalf.

27




Reagan Bush Counittse

" nalysis of Net Outstanding Qualified Campaign Bpenditires
- As of Decwrbar 4, 1980

i ttes Audie

- $ 975,909.07 - $ 978,362.34.
- 4%650,703.44 4 1,664
23'“3016 . : '23'“3.'1‘
. 16,378.90 $2,666,634.57 46,617.93 $2,712,658.36
Feimbursements Received Relating to
Republican Naticnal ttee L S (1,138,891.24)

31,573, 787.12
$2,073,796.54

465,041.00 465,040. 86

' 137,883.67* 137,883.67 **

2,657,740.28 2,676,721.07
Qualified Campaign * we% o ($),102,953.95
Bxpenses - Surplus (Deficit) " — A .

Initially, the REC showed an estimate of $150,000, however, cn Maxrch 31, 1981,
the Reagan Bush Committse repcrtad a reimbursement to the Campliance Amd )
. totaling $§137,883.67 which the Treasurer believes is an accurate represen-
tation of the expanditures made from the Coampliance Find which benefited

the Reagan Bush Camnittse. : ‘ :

mismt is subject to an \pward adjustrent.

=2 dallcit amodnt Sspusted axove differs from the amount that the Reagan
Bush Cxmittee has acparently exceeded the 2 U.S.C. 44la(b) (1) (B)
limitation as depicted cn page 22 of this report, primarily because the
abwemﬂysh&snﬁ&nlﬁemwmtdmm
to carpaign tours paid by REC, ‘
J o

>
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(1) Cash on Hand = Difference $2,453.27 |
The difference represents checks written piic: to
-12/5/80 and subsequently voided. The RBC has not adjusted
“(increased) its cash on hand to include these voided checks.

(2) Accouuts Receivable = Difference $13,331.49

The ditfcrgnco represents (a) a $909.50
.overstatement resulting frgm including two :cimbn:scnnnts ($15.00
‘and $894.50) not related to cperating expenditures; (b5) a $2,137.91
overstatement resulting from the REC's use of an estimated
accounts receivable total at 3/26/81. The Audit staff calculated 5
‘an actual total based upon a review of all available records; and
(c) a $16,378.90 understatement representing the balance owed
to the ﬁnc for assets sold prior to 12/4/80. The RBC 1ne1udcd
-the: $16,378.90 in its capital assets total. However,
. . since the assets were scld prior to 12/4/80 the Audit staff has
T . -inéluded the amount as an account receivable as of 12/4/80.

el

(3) Capital Assets + Difference $30,239.03

) o As previously’ statcd ‘in paragraph (2), the Reagan
! Bush Committee sold a portion of its assets prior to 12/4/80 for
- -$16,378.90. The Audit staff has classified the $16,378.90. as an
..account receivable as of 12/4/80. Ia addition, the Audit staff
has classified other assets on hand as of 12/4/80, totaling

. $46,617.93, as capital assets. The RBC's NOQCE does not ;
« - recognize these assets. The Treasurer stated he would review the
t. taZff's calculations of the fair market value of these assets.

(see Attachmcnt I)

(4) .Rnimbursements Rcceived Ralatin to E nditures

The RBC has not recognized as a contra asset*
-zeimbursements it received relating to expenditures made by the Republi
National Committee. The Audit staff's adjustment offsets (reduces) the
RBC's assets which are overstated by the amount of reimbursements zecei:!
relating to expenditures by the RNC. (See Finding II.A.l.)

(5) Accounts Pav;hla'h‘ﬁifference $31,097.29

The 2iffarence veprasanss a) a $14,135.30 cverstatnze
ment zesulting fsom including expendztu:es for which the checks

were later voided and not reissued or reissued and included

twice; and (d) a $4i5,393.79 understatement resulting from the

RBC's use cf an estimated accounts payable. The Audit staZlf

calculated an actual total based upon a review of all available
records., 2~

- ' Contra Assets - a credit balance account which offsets

(reduces)
a particular asisf account.




Conclusion

It is the Audit staff's opinion that no unspent
U.S. Treasury funds exist. Purther, the deficit positica noted
in the NOQCE Statement prepared by the Audit staff supports its
previous finding (II.A.) that the Reagan Bush Committee appears
to have exceeded the limitation at 2 U.S.C. 44la(d) (1) (B).

Revisions to this deficit figure will be made as additional
information becomes avai{:p}c.-

A d \
D. Matter Referred to the Office of General Counsel
M

A certain other matter noted during the audit was referred

to the Commission's Office of General Counsel for consideration on
November 17, 1981.

- IV. _Repayment to the U.S. T:casggz

*  Pinding III.B. Investment of $251,122.00 #/ **/
Public Funds

Recommendation

Pursuant to Sections 9007.2(a) (2) and (6) of Title 1l of +the
Code of Federal Regulations, the amount noted above ($251,122.00)
is repayable to the U.S. Treasury within 30 days of Teceipt o2
this report. 1If the candidate disputes the Commission's determinatiocn
that a repayment is required, he may submit in writing, within 30 days
of receipt of this report, legal or factual materials to demonstrats
that a repayment is not required.

This amount is subject to an upward adjustment based upen
any interest earned subsequent to March 26, 1981.

As previously noted, a certain other matter has been zeferzed
to the Commission's Office of General Counsel. Upon resolution
of this matter, a further Tepayment may be reguired.




Attachaent

“

Schedule of Capital Assets on Rand at 12/4/80

* OVaJ.u of
Total Less .Assets on

: Band
Description Quanticy Price Depreciation 12/4/80

Xerox machine ° S | 18,156.60 ©  4,539.14 13,617.46
(model 2400) . .

L4 .o

Pitney Boves Copier 7 8,294.70 1,323.68 ' 3,971.02

Autocrat Signature 1,550.00 387.50 1,162.50
Machine '

Motorola Communm. e 5,900.00 - 737.49 $,162.51
*© EqQuip.=-CFIR . . 5

Pitdey Boves Postage "4,229.40 1,087.36 3,172.04
Machine (5600) : )

Motorola equip.- 10,962. 36 2,740.59 8,221.77
.walkie talkies

tivetti tes 401 3,713.40 1,428.34 4,285.06
std processor . . :

2itaey Boves Mall : © 1,761.72 440.42

- 15322.30
Opeaer (LA)

Sony Video Tecording - 4,090.00 S11.25 3,578,738
systea

. <VC 3/4 Video player 800.00 100.00 . 700.00

¥ailing Machine 1,629.16 203.64 1,425.52

(5600R)

Tozal 60,087.34 13,469. 41 46,617:93

R ——
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FEDERAL ELECTION COMMISSION
'WASHINCTON, D.C. 20463

November 12, 1981

e
- -

‘e -,
e T

Robext J. Costa '
Assistant Staff Director
Audit Division ‘

THROUGH: B, Allen Clutte: WK_
. Staff Director

“FROM: Charles N. SteW
General Counse

SUBJECT: Comments on the Revised Draft Report of the
‘ Audit Division on the Reagan Bush Committee,

Reagan Bush Compliance Fund and Cemocrats
for Reagan

The Office of General Counsel has reviewed the above~described
report which was prepared by the Audit Division pursuant to
Commission instructions at its executive session of October 14,
1981. The purpose of this memorandum is to point out the areas
of the report which should either be deleted or amended to more
accurately reflect the legal underpinnings of Commission decisions.

The major areas are discussed under the numbered paragraphs
below. ) .

1. Introduction to Findings and Recommendations

The Office of General Counsel suggests that the above-titled
discussion on pages 3 through 6 of the draft report be deleted
in its entirety. It is our view that the full blown discussion
of the Freedom of Information Act ("FOIA") requests is inappropriate
to include in an audit report and does not substantively add to
the audit findincs whizch ensue. Likewise, we feel that any dis-
cussion relative to the litigation should not be included. This
Office suggests that any necessary reference to "FOIA®, e.g.
in describing the Committee's response to an interim finding,
can be accomplished by briefly explaining its relationship to
a particular point. This will serve to limit the discussion of
FOIA as it redates to a particular finding and will make the
entire report more succinct.
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Menorandunm to Robert J. Costa
Page Two

2. Monies Received by the Reagan Bush Conmittee Relating )
- to Expenditures Made by the Republican Nationa onmittee

The draft report's Finding II-A -~ "Limitation on Expenditures”
spans 30 pages, approximately 9 of which are devoted to the -
above-described issue. Having reviewed the discussion of the
finding as a whole, and the-lengthy discussion on the Reagan
Bush Committee's ('Comnig;ee' *Reagan Bush", "RBC") receipt
of the RNC's reimbursements,” this Office suggests that the i1eport
be restructured. As presently structured, the complicated .ssue
involving the RNC reimbursements is lost within the larger issue
of excessive expenditures. In order to highlight and explain
the RNC reimbursements issue, it is our view that it be set
forth as a separate finding. The excessive expenditure issue

- should be thereafter amended accordingly.

At this point, a recap of this issue might be hélptul.
~he nmaior statutory and regulatory bases for the finding are

2 U.S.C. §§ 44la(b)(l)(B) and 441a(d)(1) and (2), and 11 C.F.R.
§ 9004.6(a) and (b).

Section 44la(b)(1)(B) of Title 2 of the United States Code
states, in part, that no candidate for the Office of President
of the United States who is eligible under Section 9003 of Title
26 (relating to condition for eligibility for pavments) to receive
payments from the Secretary of the Treasury may make expenditures
in excess of $20,000,000 (as adjusted for the change in the con-
suner price index since 1974), in the case of a campaign for

~election to such office (also see 2 U.S.C. § 44la(c)). The limzt-

ation relating to operating expenditures for the 1980 general

election is $29,440,000.

. Section 441a(d)(1l) and (2) of Title 2 of the United States:
Code permits the national committee of a political party to make
expenditures in conneéction with the general election campaign of
any candidate for President of the United States who is affiliated
with such party not exceeding 2 cents multiplied by the voting

age pcpulation of the United States as certified by the Secretary
of Ccmnerce (also see 2 U.S.C. § 4d4la(e)).

Secticn 9004.6(a) and (b) permits an authorized committee
of a rublicly-funded candidate to receive reimbursements for
axpenses for transportaticn and related ground serwices made
available o <he media, Secre: Service and other staff authorized
by law cr required by national security to travel with a candidate.

The avdit staff analyted the campaign tcurs of the Presidential
ané V:ce-?*esxden::a’ candidates for which the Reacan Bush Ccrmittee
scught reimbursement from the news media, Secret Service and Reagan
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Bush Compliance Fund. Based on a review of Committee records,

and disclosure reports filed by the Republican National Committee,
the Audit staff has reported that the RNC made seven expenditures
totalling $1,633,293.89 in connection with the campaign tours;

the RNC applied this amount to its expenditure limit under 2
U.S.C. § 441a(d)(2). 1/ These RNC expenditures were made directly.
to the vendors and were in addition to the campaign tour expenditures
made by the Reagan Bush %gnq}ttee,itsolf. Without distinguishing
between those amcunts paid by the Reagan Bush Committee and those
paid by the RNC, the Reagan Bush Committee billed the news media,
Secret Service and its own compliance fund ("Compliance Fund®)

for their respective shares of the total campaign tour costs
(tzansportation and related services).

As a result of these_billings, the Committee obtained payments
from the news media, Secret Service and Compliance Fund in the

.amount of $2,281,149.00. The Audit staff detemined that

$1,138,891.24 of the total amount of such payments received

by the Reagan Bush Cormittee was based on the above~described
expenditures made by the RNC. 2/ These receipts were retained

and teported on FEC Form 3p, Schedule A-P, Line 21. 3/ As a

result, the RBC's reported expenditures subject to the limitation
of 2 U.S.C. § 441la(bh)(1)(B) were offset (reduced) by $1,138,891.24.

1/ The RNC's limitation in ‘1980 was $4,523,789.27. It should be
noted that although there are several references in this
report to certain firancial activities of the RNC, the scope
of the audit work performed was limited to tests of the
financial recoxds of the Reagan Bush Committee, Reagan Bush
Compliance Fund and Democrats For Reagan. Since the Audit
Division did not perform an audit of the RNC, it has expressed
no opinion as to the accuracy or completeness of the financial
information disclosed by the RNC in its reports of receipts
and expenditures filed with the Commission. Unless otherwise
stated, the figures relating to the RNC contained in this

report were taken from the RNC disclosure reports on file
with the Cormission.

2/ According to the Audit Division, this total includes $8,733.07

. in reinmbursements which were billed but not collected as
of 2/24/8). The Audit Division has also stz+ted that ikg
review ¢f reported activity subsecuent to 2/24/8. indicates
that an anount in excess of $8,733.07 was reported as being
received by RBC, a portion of which may be associated with
the 2/24/81 amount calculated by the Audit staff.

3/ After completion of the audit fieldwork, the Cormittee filed

an amefdment showing a different treatment to a portion of
these monies. This is discussed at pages 7 and 8.
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The Audit staff has exptessed its opinion that the Reagan
Bush Cormittee inproperly retained the above-described payments,
since the expenditures on which they were based had been made
by the RNC and not Reagan Bush. In effect, the Audit Division's
position is that the Reagan Bush Committee was "reimbursed® -
for amounts it had not expended. The Audit staff has also
stated that such payments should not have ‘been classified and
reported by Reagan Bush ‘as .refunds or rebates, and thereby applied
as an “"offset” to the oziginal expense, since the original expense
was the RNC's. According to this reasoning, to pemit such
an artificial "offset” would have the effect of increasing the
expenditure limitations of the publicly-financed candidates
under 2 U.S.C. § 44la(b)(1l)(B) by the amount of the "offset"”.

huring the field work, and at the exit conference of March
27, 1981, - the Audit staff informed Committee officials of their
opinion that the Committee was not entitled to payments based on
RNC expenditures and that these payments could not reduce Committee

operating expenditures. On June 16, 1981, the Commission approved

the Audit staff's recommendation contained in the interim audit
teport that the Reagan Bush Committee be afforded 30 dayvs from
receipt of the interim report; to explain the circumstances
surrounding its receipt of the $1,138,891.24 in reimbursements
received related to expenditures made by the Republican National .
Committee; and to demonstrate that the receipt and reporting of
these amounts are consistent with the requirements of the Act

and Chapter 95 of the Internal Revenue Cocde (26 U.S.C. Sections
9001 - 9012). Further recommendations were to be nade after

the Reagan Bush Comnittee had had an opportunity to respond

-within the 30 day period.

In its response to the Cormission-approved interim audit report,
the Committee did not dispute that it had obtained payments from
the news media, Secret Service and Compliance Fund based upon

- tour expenditures of the RNC. The Committee stated that the

$§1,138,891.24 represented "a proper offset of expenditures incurred
by the RBC and RNC in furtherance of Ronald Reagan's candidacy in

- conformity with an agency relationship that existed between the

RBC and RNC." Briefly stated, the Comnittee has claimed that:
l) it was acting as the RNC's agent in managing certain of the

“RNC's funds; 2) in its capacity as agent, the Cecmmittee obtained

reimbursements due the RNC in connecticn with campazgn tours:
and 3! it expended, as RNC's agent, £or surdcses = 2 U c.

- \--;o

§ 441a(4), an ancunt of money corresponding to the amount Obtained
in behalf of the RNC in connection with these same campaign tours.

The Committee &id not point to a specific agency agreement,
but indicated that the "course of dealing"” between Reagan Bush and
the RNC demonstrated the existence of an agency relationship whereby
the Reagan Bush Cormittee managed funds for the account of the
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RNC. The response also cited as authority for such an agency
relationship Section 110.7(a)(4) of Title 1l of the Code of Federal
Regu lations which states that the national committee of a political
party may make expenditures authorized by this section through

any designated agent, including State and subordinate party
committees. ‘

Finally, the Cormittee presented an analysis of these trans-
actions with reference tS Generally Accepted Accounting Principles
(GAAP) which included thé~ concept of offsetting assets against
liabilities and the concept of proper financial presentation for
entities under common, direct, or indirect control. The RBC
indicated that given the agency relationship, the GAAP concept of
offsetting suggests that the $1,138,891.24 in reimbursements received
by the RBC should be recorded as a liability to the RNC which
could be appropriately and preferably offset against other costs
incurred by the RBC. for the RNC. Further, the RBC indicated that
there is substantial support in the GAAP concept of proper financial
presentation for entities under common, direct or indirect control
to suggest the more meaningful presentation of the financial results
of the Reagan Rush Presidential Election Campaign would be to
combine the activities of the RBC and the RNC's Presidential
election Fund, based upon the common control through the agency
relationship. The Committee's GAAP analysis is, of course, dependent

upon the existence of common control and 1ts petm;ssszl‘:y under
applicable law.

Were the Commission to sanction the type of agency relation-

ship described by the Committee, the consequences would include
the follewing:

1) The separate expenditure limitations for party committees
under 2 U.S.C. § 441la(d) (1) and (2) and publicly-£financed
candidate committees under 2 U.S.C. § 44la(b)(1l)(B) would be
- effectively eliminated in favor of a combined limit; and

2) The limited right of a party committee under 2 U.S.C.
§ 441la(d)(l) and (2) to make certain expenditures in connection
with the general election campaign of that party's nominee for
President would be expanded to pemit the actual transfer of party
comnittee funds to the publicly-financed candidate committee,

effectively vitiating the distinction between expenditure and
contribution; and

3) The limitazica cf 2 U.S.C. § 44la(b)(l)(B) would effectively
be increased, since the committees of publicly-financed candidates
would@ be permitted to receive and expend private funds in the
form o0f reimbursements, refunds and rebates due ancther entity.

In add::icn, there would be changes necessary to the disclosure
provisions +d correspond to the above-noted resul:s

e e e ampeme- B e Ge@ e ASIETRIIS. L eteme to
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The chmission has alvays considered that the two limits,
the party's 44la(d) limit for expenditures from private funds and
the candidates 44la(b)(1l)(B) limit on expenditures to the amount )
of the public financing grant, must be maintained and administered
separately. Despite the fact that the RNC and Reagan Bush Cormittee
shared the goal of electing a Republican President in 1980, the
Federal Election Campaign Act and Commission Regulations treat

.them as separate and distinct legal entities.

It should also be noted that while section 441a(d) pemits
the party to coordinate its -.expenditures with the candidate, without
this being deemed a contribution, the funds must be party funds
for whose expenditures the party is responsible; such funds cannot

be raised by the publicly-financed candidate nor be given over to
the candidate's control. . o

Since the Act, its legislative history and Commission Regulations
recognize a distinction between an actual transfer of money to a .
candidate's committee by a party comnmittee and an expenditure unde:x
section 44la(d), a publicly-financed candidate's committee cannot

be the agent of the party committee for obtaining and using ptivate
"funds despite the Committee's pemissive reading of 11 C.F.R.

- § 110.7(a)(¢c) which allows a party committee to designate an agent.

The Reagan Bush Committee, therefore, should not have obtained

" monies in the form of reimbursements, rebates and refunds which
. were due the RNC. While the Ccnmission has pemitted the use
- of section 441a(d) monies to pay for expenditures incurred by the

candidate if the party so chooses, the effect of allowing reimburse-
ment to the candidate for expenditures made by the party is to
mingle private money with public money in a way not contemplated

by the public financing system.

If a publicly-financed candidate committee were permitted
to be the agent of a party committee with respect to the latte:r's
expenditures under Section 441la(d), the expenditure limits of both
committees in the general election would effectively be combined.

‘While it appears that the Reagan Bush Committee mistakenly viewed

the transactions in this way, the committees did not exceed

this "combined” limit by virtue of these transactions; had the
RNC received the reimbursements in guestion, such amounts could
have been deducted from its expenditures under section 441la(d),
thus allowing the RNC to expend an additional $1,138,891.24 unde:
this section. 4/ The Reagan Bush Cormmittee, in effect, expended

4/ This assumes that 1i C.T.R. § 20C4.8 zermics tne parsy

- cormittee to receive reimbursements £rom the news media
and Secret Service for transportation expenses which the
party committee had made. It should be noted that the
regulation speaks only in terms of an "authorizedé committee®

being ?ezmitted to receive such reimbursements.
7 :

e e meam el 4 rEm e ems g e s e
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the RNC's $1,138,891.24. The total expenditures of both committees
were not increased by these transactions.

Amendnents to Year-End Reports

One of the more significant aspects of the Reagan Bush Committee's
receipt and expenditures_of -RNC funds concerns the current lack
of clarity on the public_zecord. This problem has been furthe:
complicated by amendments by both committees to reports which
they had previously filed with the Commission.

During the fieldwork and at the exit confetrence of March 27,
1981, the Audit staff informed Committee officials that, in the
Audit staff's opinion, the Committee was not entitled to reim-
bursements received based on RNC expenditures and that these

- reimbursements could not be used to offset Committee operating
.expenditures. While the Audit staff indicated that the monies
~. . received relating to RNC expenditures approximated $750,000,

Committee officials were also informed that this figure was
preliminary and may be substantially higher once the calcula-
. tions were made final. Prior to the Audi: staff's finalization
: which resulted in the figure of $1,138,891.24, the Reagan Bush
o~ Committee £iled the an amendment apparently based on the con-
versations during the audit fieldwork and at the exit cocnference.

On April 1, 1981, the Reagan Bush Committee amended its
1980 Year-End report to delete $748,163.16 in previously reported
refunds (Line 21, FEC Formm 3P) and attributed these transactions
to the Republican National Committee. This amendment attempted
to show a downward adjustment to the Reagan Bush Comnittee's
reported reimbursements and operating expenditures and a
corresponding reduction to the Republican National Committee's
previously reported expenditures on behalf of the candidate,
thereby establishing enough room within the latter's 2 U.S.C.
§ 441a(d)(2) limitation of $4,637,653.76 to accommodate the
additional $748,163.16 in expenditures made by the Reagan Bush
Committee. On July 21, 1981, the RNC amended its 1980 Yea:-End
report to recognize the above noted receipts and expenditures.
Further, the RNC's disclosure reports filed as of that date
indicated that it had made expenditures pursuant to 2 U.S.C.
§ 441a(8)(2) on behalf of the candidate totalling $4,523,789.27
toward its limitation of $4,637,653.76. 1In its draft, the Audit

Divicion depicted the amendment as Scllows:

N 70

Reported expenditures made by the RNC $4,523,789.27
pursuant to 2 U.S.C. § 441l1a(ad)(2)
through 12/31/80

. Less: Amount cf reimbursements received

by Reagan Bush attributed to the (__748,163.16)
RNC
$3,775,626.11

Subtotal

.- L A Lt e e e cavn»
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Add: Expenditures made by the Reagan 748,163.16
Bush Committee and attributed ] )
“after the fact"™ to the RNC
Expenditures subject to 2 U.S.C. 441la

$4,523,789.27
(d)(2) limit as cdjusted by anendnent

As pointed out in the interim report, the aforementioned
$748,163.16 emendment_did not involve a transfer or nonies
between Reagan Bush ind ‘the RNC, but rather, was mezely

a "paper” attribution of "the amount of tour reimbursements
allocated to the RNC" and selected expenditures paid by Reagan

Bush and later.attributed via Reagan Bush disclosure reports
to the RNC.

In effect, the amendment of both committees accepted the
_interim finding of the Audit Division that the Reagan Bush
Committee could not be reimbursed for expenditures made by
the RNC. The corresponding amendments were apparently designed
to show that Reagan Bush was actinig in behalf of the RNC;
although the public record is by no means clear on this point,
this reading of the amendments is consistent with the agency
theory advanced by Reagan Bush in response to the interim repo:t
of the Audit Division. The discrepancy in the amount (the .
~ amendment's $748,163.16 versus the audited figure of §1,138,891.24)

appears to have resulted from the Committee's use of the lower
figure verbally presented to it by the Audit staff at the afore-’
mentioned exit conference, and the Committee's failure to update
that £igure after receiving the written calculation of §1,138,891.24..

The interim report indicated that the Audit staff did not
..believe that the after-the-fact attributicn of expenditures
(actually made and originally reported by the Reagan Bush
Cormittee) was permissible, and advised the Committee to
make an appropriate amendment to the public record. To date

. the Committee has not filed the recormended amendment to its
reports.

If jhe issue is restructured as a separate finding, as
teccmnended by this Office, the £inding should also indicate
that the Commission has decided not to take any action on
the matter other than recommending that the reports be amended.
A brief recasting of the discussion on page 39 can be used for

thie, alekouzkh the rafarencae to thae Tommiscicn vote 3ikculé ke

deleted. In addition, only tacse portions of the recommendation
on pages 35 and 36 should be included as the recommendation for
this £inding. Specifically, only paragxaphs 2 and 3, which recom=-
mend an acceptable method of reporting, should be included.

Finally, to be internally consistent, the remainde:x of the
report should be amended in a manne:r consistent with the treatment
of the RBC's receipt of RNC mcnies, as reccmmended herein.

T s S
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3.

Reimbursement Received Related to Campaign Tours Paid
bv the RNC -

This issue is discussed in subsection #2 of the "Limitation
On Expenditures” finding beginning on page 17. According to
the draft report, Committee records indicated that the Committee
"realized reimbursements” from the news media, Secret Service
and Compliance Fund in excess of costs in the amount of §15,238.53.
The interin report had indicated that the figure was $50,588.48.
It is the Audit Division's recommendation that the newly-calculated
amount be added to Committee operating expenditures as an adjust-
ment to reported expenditures. This would have the effect, along
with the other adjustments noted on page 7 of the draft report,
of putting the Committee over the expenditure limit of 2 U.S.C.
§ 44la(b)(1)(R). The reasoning behind this adjustment is
apparently that the Committee is not entitled to offset "reim-
bursements” which are in excess of the actual costs. In this

" respect, the reasoning is similar to the previous issue con-

cerning the RBC's receipt of RNC funds in connection with
campaign tours.

11 C.F.R. § 9006.4(b) provides in part that if reimbursement
for ground services and facilities is received by a committee,
the anount of such reimbursement for each individual shall not
exceed either the individual's pro rata share of the actual cost
of the services and facilities made available; or a reasonable
estimate of the individual's pro rata share of the cost of the
services and facilities made available. If it is detemmined that
reimbursements related to a trip have exceeded by 10% or more the
actual cost of the services and facilities made available, such.
excessive amount shall be deemed inccame to the cormittee and
shall be repaid to the Secretary.

It is the view of this Office that the 10% provision pemits
a committee to make a treasonable estimate of costs for transpor-
tation and services made available to the news media and Secret
Service; only if the reimbursements from these socurces exceed by
103 or more the actual costs shall the excessive amount be deemed
income which is repayable to the U.S. Treasury. It would be
anomalous to seek a repayment on the basis that the excessive
anount less than 10% helped put the committee over the limit.

Since the Reagan Bush Comnittee did not receive reimbursements

102 ar mere in excess 2f %he a:zt=uzl 22sts, 4fhEre ShoLlS zZ2 no

agverse eiZect on the Comnittee.

Accordingly, the Off{ice of General Counsel recommends that
there shoculd be no upward adsustment cn the basis of such reim-
bursenents. Since the issue was raised in the interim report,
however, the Avdit Division might want to include a truncated
version of its present discussion in line with these comments
in the report to be ptesented to the Cormission.
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The report should be changed in appropriate Places to be
consistent with our recommendation on this issue.
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Reagan Bush Comnmittee Audit - Commission’
Licective of Septembker l6, 1981

FACIULAL bLACKGRCUND

Cn September 1€, 1961, the Commission directed this Office
tC prepire a leyal neworandum in answer to the follcwing qQuestion
with respect to the kepublican National Committee ("RNC") and
the Reagan busn Conmittee ('REC' or "Reagan Bush"):

-~ aAre the RNC and REC considered.
as a single entity under the Act ° -
which may legally (l) incur expenses
on one another's behalf, (2) bill,

" receive and deposit receipts on
one another's behalf and (3) ultimately
have their :espect;ve spending limita-
tions (see 2 U.8.C. § 44la(b)(1)(E)
for REC and 2 U.S.C. § 44la(d)(2) for
#iC) be viewed as if there were only
cne ccmiined limic?

“ne issue involves financial transactions of the RNC and
RLC with respect to campaign tours. In the Commission's interin
auc.t repert, the Audit Civision indicated that éu:zﬁg the 1980
rresidential carmpaign, the RWC made direct payments ci approxi-
mately $1.64million tc United Airlines fcr campaign tour expenses
origirally billed to RLC. As a result of tour charges to the nedia,
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. Reagan Bush Comnittee Audit - Cormission Directive of --
ﬁ Septenber 16, 1981

- . Congress changed the original Long Act plan to provide -that
“- the public funding go directly to the candidate, the 1974 - .
anendnents legislated Egigz spending limits precisely so the
.. parties would not be shut out, but could nake expenditures
»... of their own, without running afoul of the rule that in-kind
(coordinated) expenditures were contributions. The 1980 amend- -
.- ments effectively removed the in~kind contribution prohibitions = i
"" for state and local party committees, providing that all expendi- : " Tz
: tures for volunteer activities were neither contributions nor ... .. ..
! ... expenditures.-l/. Finally,.of -course, the.statute nakes clear. . .. ... . ..
. i, that the 441a(d). expenditure .linit is available even if the . - -TitruedEes
- £¥ " ultimate coordination occurs - designation of the national party -~ ..%=7
"7 committee or the principal campaign cormittee by the candidate. -~ -7 '

“Against.ghis’Baékgrouna. 2/ the ulimate question posed is
.whether the Act, Cormission regulations or prior interpretations

%,h " give reason to believe that the RBC'S "reimbursement® for the
. “expenditures incurred by RNC were inproper and illegal. The
- . conclusion that this office reaches is that, even if the . .

' statute and regqulations properly read bar such transactions,'
the violation is at best a technical one, resulting in no-
exceeding of the overall expenditure limits. Even if the
Comnission agreed that the proper construction of the statute

E,w - and regulations would be to bar such transactions, as resulting
: .. in a contribution because by the reinbursement "dominion and
e control” over the money passed to RNC to RBC, it would be

extrenely difficult to pursue the matter as a violation, given
g the state of the law of the time the transactions occurred. '
: Indeed, given a brcad reading of 11 C.F.R. 9004.6, with regard
xS to the specialized question of secret service and media reim-
- bursements, there is arguably no prohibition in the regulations =
: - - against the reinmbursenent. 1In this office's view, in light of the .
"~ - "lack of harm to the overall purpose of public financing from this
: " financial transaction, nothing is to be gained by further pursuit
of the matter, except perhaps to note in the audit report the
-reasons why the transaction causes concerns. Certainly a reinm-
bursenent is inappropriate as a remedy. ‘

Expanding the Cormission's interpretation by (1) rule, that
local party cormittees could spend up to S1000 (Zormer rule

<id.7).

[
~

~he Comnission crecedents and how they developed are set
forth in Secticn 2, istorical Backggound. PP. 5=12.

&
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- Committee and pay those expenses under § 44la(d). It could also
" make payment to defray expenses that were obligations incurred

_ to the linitations of 2 U.S.C.’ § _441a(d):. The answer to .the

“receive funds or payments from each other. 1I: is a separate
. question, however, whether the Reagan/Bush Committee can not

Mermorandum to the Cormission
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Reagan Bush Comnittee Audit -~ Commission Directive of - )
Septenber 16, 1981 '

110.7.(a) and (6) and 104.3(b)(3)(viii). Under the foregoing
provisions the RNC could incur expenses for the Reagan/Bush

.Aq

by the Reagan/Bush Committee. The RNC could not incur expenses .-
or make expenditures on behalf of the Reagan/Bush Cormittee other o
than those expenditures which would be spccifically attribut&d {_

question leads to the RBC argurent that it can be an "agent® . "f"i‘:f';té
under 110.7, which provides that any "agent® can be designated. ™ '~ _ 7=

: Commission precedents, as noted;” clearly bar the direct transfiif::.::::;ﬁ:

of funds by RNC to RBC, 'so it cannot consistent with those be!ﬁ‘f?ﬁtf?fft,
a full agent.. The agency gquestion, however, seems irrelevant-.:izizr -~ &~
RNC did not designate RBC or an agent in any event. Moreover,

the central question is not one of agency, but whether the RBC
can receive the funds in the fashion it did.

(3) The Reagan/Bush Committee and RNC cannot generally

obtain reimbursenent under the provisions of 11 C.F.R. 9004.6

nerely because the the initial expenditures which underlies the
reinbursement was made by the RNC under 2 U.S.C. § 44la(qd).

(4) With respect to the third part of the guestion the limits
0f § 44la(b) and § 44la(d) are separate linits in that they apply
to the Reagan/Bush Committee and to RNC as separate political
comnittees (see the initial conclusion.) However, these respective
limitations may be utilized -- i.e. expenditures may be made against
the linits -=- on a closely coordinated and cooperative basis subject
only to the condition that the RNC itself nust nake each expendi- -
ture under § 44la(d) and nay not make that expenditure by means ’
of transferring funds to accounts under the -exclusive control of - L iemas
the Reagan/Bush Committee. The RNC may give as nuch aut
as desired to the Reagan/Bush Cormnittee with respect t6 the
purpose and tining of any § 44la(d) expenditure but it ultimately
nust retain control over the exercise of that authority and nmust
physically disburse the funds to an entity (vendor) other than
the Reagan/Bush Cormittee.

B. qISTORICAL BACRGROUND - COHHISSION

Ccﬁr;ssio~ regul \zicns allow *“e ﬁa*-:ﬁa- semnittea 0f a
pclitical party to make 441a(d) expenditures through a designated
agent. 11 C. F.R. § 110.7(a)(4). Although this section indicates -
that the national party can designate "anv" agent to make such ex-' LT
penditures, there is a guestion as to whether or not this is neant: R
to include -he principal campaign ccmnittee of the candidate on " )
whose behalf the 44la(d) expenditures are being made. For a principal
canpaign conr1ttee to nake expenditures under 44la(d) in connection
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Reagan bush Committee Audit - Commission Ditectivc ot
September 16, 1981

Two Opinions of Counsel, issued after the decision in Buckley, -
also address the distinction. . Opinion of COunaol 1975-!!3 statos-- B

IS LR AR S N2 '.- . -.vrh“’a
o .-c

An 'outright cash’ eontribution' toa— ~”""-'--~' v -;""'

.. candidate's campaign comnittcc.-to.bc.. e .;;*”Q*;dai;g:f§f

_‘ “used at its discretion, is not an cx-rrxﬁ:"ﬁa oK
. penditure for the purposes of 18 U.S.CJ" - ~.=
. tween a contribution and expenditure is'- - -
= e -OD@ of dominion -and control.-. An outright-".-',.'*~“

'4
._r..'

s 3

- :‘of-\’\".‘ -

QL'
§608(£). 3/ The focal distinction bod“‘~'-‘ ] - -""3“1

=i qonation of monies or anything of *value,-'a.*‘-‘.‘;a.;: :%&é‘.ﬁ: .'.':'--1

“when it is actively and constructively . ... @.. .:
received by a candidate or committee,

comes within the full dominion and control

of the candidate or committee, and may be
applied to any purpose at their discretion.
Such an ocutright donation is a contribution,
.and is attributable to the limits of 18 U.S.C.
§608(b).

;njOpinion of Counsel 1976-38, the Commission reasoned:

~ The $608(£) expend;ture may not be a

. direct donation of money to a candidate.’
In that situation, the party committee
is making a contribution to the candidate
since the candidate acquires excluszve use
of the noney. .

Aagvisory Opinion 1979-9, answered, inter alia, the following

- - -

question of a subordinate party committee: “May our cormittee make

direct payment on behalf of our 1978 Federal candidates to the
creditors of those cand;dates?' The AO states in part:

Although legislative history is silent as to -
the applicability of this section to the rayment
of candicdate debts by the party committee, the
l1¢76 Conference Report makes clear that the
limited permission in §44la(é) allows political
parties to make contributions in kiné which would
otherwise be covered by the contribution limits
in §4«l2a(3). See House Rercrt No. 54=-10857, sace
39. Eence, the Commission conc.iudes that payments
by the committee to candidate creditors are expendi-
tures for purposes of §44la(d) and that your cornittee
nay make cirect payment t¢ the creditors of the

3/ b u.s.c?‘s‘sba(f) was the forerunner of 2 U.S.C. § 44la(d).

.ot




- was reflected on page 15 of the

election committees reoeiving-puoiic finencing..

- ‘ 441&(6), for subsequent reimbyrsement to the

Memorandum to the Commission
Page Nine

Reagan bush Committee Audit - Comnission Directive ot
September 16, 1981 e

The Commission's odoption of the ou:rent section 9003.4(b)

Financial Control and Compliance-- 3;;J:
hanual for the General Election which was provided to 31% general: .- :

, Ihe_pertinent-
section reads as follows'«’ ; 2
- ..1-1: anEo® e O ‘-o ¢ - e e i > saf
-+ = “-— It should- also be noted that the national-—w' iy
-+ committee of a ‘political party may make certain
expenditures in-connection with the general -1
election campaign of a Presidential candidate... = S
--+ - The national-committee cannot make a loan-to. -the:.: *&&¥u=
.-%, candidate fOF: subsequent reimburseient from -the S sriy - e
.. candidate Of, his or-her. committee. . However, the-=;:;.a.,,n§;;‘
national committee would be allowed to make a -

refundable vendor deposit on behalf of the
- candidate's campaign in accordance with 2 U.S.C.

national committee by the vendor.

The legislative history of 44la(d) 'is not incontrovertible
with respect to the expenditure-contribution distinction. With ‘
the plain meaning of the provision itself, however, it forms
the underlying basis for the positions taken by the Commission \
in the Advisory Opinions, MURs and regulations noted above.
hocreover, it appears that the justification for this distinction
is even more germane in the context of a publicly~funded presidential
campaiyn than in some of the above~described instances, since
the early history of the provision contemplated public financing
of all campaigns for Federal office. See, e.g., S.3044, 934 Cong.

24 session. 4/ The Report 0of the Senate Committee on Rules and =~
Administration on S.3044 appears to have acknowledged this distinction
oy the following statements contained in the report.»
‘The Committee recognizes that pooling
‘resources from many small contributors .
is a legitimate function and an integral’
part of party politics. Accordingly,
the bill includes a srecial provision
for private funding by political parties.
In a general electicn, candidates ma
not accebt direc:t contributions iz E%ev
accept tne full level of public assistance. -

ECT o8V wmav rw2Leive susstantisl Trivat:

- e = - relR i v - e - .-

Zfungina, in acdéition to_the tudiic grant, - . - T e
in_the form of expenditures bv state and

national party conmittees. (amph331s added) - -

e

4/ The init{’l verszon of the bill, ccntai ining the comprehensive
public financing scheme for all Federal electicns, was the
subject cf several days of debate in the Senate.
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(Cnphasis added) Federal Election ai n Act Amendments of 1976:

COnfcrencc Report to Acc Accom any S.3065, S. ch. ﬁ37'37'1357, 9dth
cong., Cong., 24 Sess. 59 (1 -

Pes
-

AN
The report, it should be notod. desctibed 441&(6) oxpcnditurcs as’ I+

contributions in-kind. This description is, of course, accurate. .!;'
in the sense that a contribution in-kind does not involve a directf
payment of money to a candidate committee. A 44la(d) expenditure- l

is, however, a special type of contribution in-kind as recognizcd
by the Commission in 11 C.P.R. s 106 l(b).

AP . - -

It is the conclusion of this Cffice that Congressional intcntﬂﬁ.-'
as evidenced in the language of 2 U.S.C. § 44la(d) and in the legis~
lative history of this statutory provision, was to prohibit direct
transfers of money to candidate committees by party committees pur- :
suant to 44la(d). As described above, the Commission has consistently™ -

»taken the position that this understanding reflects the Congressional
. intent underlying 44la(d). It is the view of this Office, therefore,
that 11 C.F.R. § 110.7(a)(4), despite the permissive language con-

- tained therein, does not permit a national party committee to
designate the committee of that party's candidate as its agent
for 44la(d) purposes. This conclusion is based on the fact that
any such agency would involve the transfer c¢f party Committee
funds to a candidate committee, which would in turn use these

- funds to make expenditures. But for the interposition of a

" principal—-agent relationship between the national party committee
and candidate committee, the transaction would be largely indis-
tinguishable from a direct cash contribution. This would vitiate

the prohibition on direct contributions of money to candidate
committees under 44la(d).

The Commission has specifically addressed the agency issue .
in a number of MURs. In MURs 780, 820, and 1234 5/, the Commission
took the position that a state party committee did not violate
2 U.S.C. § 44la(d) by designating a national party committee as

. agent for purposes of the expenditure limits under this provision.
Cne of the chief underginnings of the Commission's position was .
that the Act allows for unlimited transfers cf money tetween and’
among patty committees. 2 U.S.C. § 44la(a)(4). It has been the
Commission's position that to prohibit such an agency relaticnship
tetween party committees would elevate form over substance. See
e.c., MUR 820, First General Counsel's Report, page 3. - Since there

The Commission's dismissal of the complaint in this MUR lead
t0 a suit by the complainant under 2 U.S.C. § 437g(a)(8).
This case, Federal Electicn Commission v. Democratic Senatorial

Camcaign-Committee, was argued be?ote the Supreme Court of
the Lnitec States on Cctober 6, 1981.
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2" (2)  RNC can'incut cxpcnditurcs'on bchalt of RBC,'up to™
..the 44la(d) limits, -.7 - = B ey 4- .wﬁaa—ﬂ
‘...— &3° - ] e I A ERa I Rk L1 o & e ‘e
P :~-0“ 3 ﬂ-&" _&— .l-' s
(39 Notuing in the cgnnission s regulat;ons explzcitlﬁ-.

; ;;4 pars the RBC from incurring expenditures that’ are detrayed. : gt
=T Dby the RNC. NI s .

e - -.".';'?-’%‘ﬁi"".-.- o R *’““”ﬁ’:’?‘wﬁ Lo S
i (4) RBC and RNC cannot 9cnerally receive funds or payments
N fron each otner. =%

R eet am e o -~ e e W ST e ee, -s‘.'..’. - ,».'ﬂ_..o n.. ..
.
\

(3) Nothing in tne Commzssion regulatxons exélzcxtly bars
-+ <the R4C from recé€iving the speczfzc rezmbursements in question.

I
-

(6) Commissiof regulation 11 C.F.R. S 9V04.6 does not ex-_ .
plicitly require that reimbursements such as those in question

gd only to the commx:tee incurring them rather than, as here,
to the canczaate S committee. .

(7) Tne Ccmmission shoula direct the redraZting of cthe
- auait report in accordance with tunese conclusxons.

o () The Commission should take no further action.




’’’’

FEDERAL ELECTION COMMISSION
WASHINCTON. D C 20463

HAND DELIVERED

December 11, 1981

Edward L. Weidenfeld, Esquire
McKenna, Conner and Cuneo
1575 Eye Street, N.W.
washington, D.C. 2000S

Dear Mr. Weidenfeld:

During our telephone conversation of approximately 9:45 this
mcerning, you advised that you d4id@ not object to our placing on the
-public record those documents relating to the audit of the Reagan-
Bush Committee which were listed in my letter to you of yesterday.
You suggested, however, that the responses which you had submitted

to the Commission's Interim Audit Report also should be made avail-
able to the public.

Those responses, among other records, were placed on the public
record today. A complete listing of the additional documents which
were made available today is as follows:

l. Letter of Agreement dtd 18 Jul 80 from
R. Reagan and G. Bush to Commission.

2. Memo, dtd 18 Jul 80, R. Costa to Commission
re: Receipt of above letter.

3. Certification of Commission action, d4td
24 Jul 80, re: Entitlement to Campaign Funds.

4. Ltrs, dtd 24 Jul 80, FEC to Secretary of
Treasury, certifying eligibility to Funds;
- t0o R. Reagan and to G. Bush re Certification.

5. Ltr, dtd 4 Dec 80, R. Costa to B. Buchanan,
re: Scheduling cf RBC Audit.

6. Ltr, dtd 15 Jan 81, B. Buchanan to C. Hanshaw,
requesting delay in start of audit.

7. Memo, 4td 16 Jan 81, R. Costa to Commision,
re: Request for delay.
/.
8. Memo, dtd 21 Jan 81, M. Emmons to R. Costa,
re: Approval of delay.
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page 2
Ltr, dtd 2 Jul 81, E. Weidenfeld to C. Hanshaw,
re: Delegation of authority to M. Duignan,
FOIA request, dtd 6 Jul 81, E. Weidenfeld to FEC.
Ltr, dtd 6 Jul 81, E. Weidenfeld to
J. McGarry, re: RBC Request for extension
of response period, Interim Audit Report.

Memo, 4td 8 Jul 81, R. Costa to Commission,
re: Request for extension.

Memo, dtd 15 Jul 81, R. Costa to Ccmmission,
re: Proposed ltr to RBC. : *

Certification of Commisson action, dtd 16 Jul
81, re: Denial of RBC request for extension.

Ltr, dtd 17 Jul 81, R. Costa to E. Weidenfeld,
re: Denial of request.

Ltr, dtd 17 Jul 81, F. Eiland tc E. Weidenfeld,
te: Response to 6 Jul 81 FOIA request.

FOIA request, dtd 17 Jul 81, E. Weidenfeld to FEC.
FOIA request, dtd 20 Jul 81, E. Weidenfeld to FEC.

Ltr, dtd 20 Jul 81, E. Weidenfeld to R. Costa, |
re: Response under protest to Interim Audit Report.

Ltr, dtd 20 Jul 81, E. Weidenfeld to J. McGarry,
re: Request for stay in audit proceedings, or
for opportunity to file supplemental response.

FOIA request, dtd 29 Jul 81, E. Weidenfeld to FEC.
Certification of Commission action, dtd 29 Jul 81,

re: Grant of additional period within which to
file response to Interim Audit Reoport.

Ltr, dtd 30 Jul 81, F. Eiland to E. Weidenfeld,.
re: FOIA requests of 17, 20, 29 Jul 8l.

FOIA request, dtd 30 Jul 81, E. Weidenfeld to FEC.

Ltr, 4td 4 Aug 81, J. McGarry to E. Weidenfeld,
re: Explanation of FEC audit ptrocess.
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Ltr, dtd 11 Aug 81, E. Weidenfeld to R. Costa,
re: Supplemental response to Interim Audit Report.

Ltr, 4td 12 Aug 81, F. Eiland to E. Weidenfeld,
re: Response to 30 Jul 81 FOIA regquest.

Ltr, 4td 27 Aug 81, F. Eiland to E. Weidenfeld,
re: Partial response to 17, 20, 29 Jul 81
FOIA requests.

Ltr, dtd 1 Sep 81, E. Weidenfeld to F. Eiland,
re: FOIA requests.

Ltr, dtd 17 Sep 81, F. Eiland to E. Weidenfeld,
re: Supplemental response to 17, 20, 29 Jul 81
FOIA regquests.

Ltr, dtd 20 Oct 81, F. Eiland to E. Weidenfeld,
re: Supplemental response to 17, 20, 29 Jul 81
FOIA requests.

I understand that a member of your f£irm has secured copieé of
the above édocuments from our Press Office. You will note that all
references to issues which are being reviewed by the Commission

under the provisions of 2 U.S.C §437g have been deleted from the
materials.

We will continue to keep you apprised as to the additional
documents which will be placed on the public record.

Steel
General Counsel







FEDERAL ELECTION COANIMISSION
WASHINCTON, D C 20402

tober 20, 1981

Edward L. weidenfeld
McKenna, Conner and Cuneo
1575 Eye Street, N.w.,
washington, D.C. 20005

Dear Mr. weidenfeld:

This is in connection with my letter of September 17, 1981. ,
In that letter, 1 inaicated that we were about to begin a records
search in an attempt to identify all documents in Index
Item 119 1/ which would ze responsive to your Freeaom of
Infcrmation requests, dated July 17, 20 ané 29, 19Ysl.

- .To date, we have identified and are forwarding the following
‘-gocuments:

l. Memo from william C. Oldaker to Commnission, dated
January 45, 1lv78, sucject: Payment for legal services
by President rord Committee - General Election
Campaign, 2 .

Meno from william C. Olcaker =o Ccmmission, cdased
oczooer <2y, 1977, subject: Audit Report - President
ford Committee General Election, 2 o).

Report of the Auéit Division on rhe President
Ford Committee (General :lection Camga:gn), o PP.

Memorancur IZrcm william C. Olcaker to 30b Coscza,
dated August 16, 1978, subject: Interim Audit Repors
for the 1976 Democratic Presiaential Campaign

Committee, Inc. - Analysis by Office of the General
Counsel, Y po.

Mencrancum n & t& %0 William C. Olcaker,
cated June | ;¢ stbject: Interinm Auagit Repor: =-
A¥76 Deinocr iden%ttal Committee, Inc., with

1
-
e
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6. Memorandum from Charles . Steele to Commission, dated
August 15, 1980, subject: Repayment of Public Funds
Dy the 1976 Democratic Presidential Committee, Inc.,
with Certification of Commission action, dated
August 20, 1980, re: Repayment by 1976 Democratic
Presidential Committee, Inc., 3 pp.

Memo frcm William C. Oldaker to Commission, dated
August 30, 1979, subject: Reguest by 1Y76 Democratic
Presidential Campaign Committee for Extension of :
Time, with attachment cated August 27, 1979, and

Certification of Commission action, dated September 6,
1879, 4 pp. )

Memo from Bob Costa to bLill Oldaker, dated December 1,
1978, subject: Final Audit Report - 1976 Democratic

Presidential Campaign Committee, Inc., with attachments,
71 pp. ‘

I anticipate that we will have conmpleted cur review of
the records ccntained in Item 119, ané will have forwarded z11
Fertinent records to you by Friday, October 23, 1Y8l. At trat

time, we will acvise you of the applicaple search and reproduction
charge.

Sincerely,

g
Fregé S. Exlanqzbu/
FOIA Cfficer




FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 204:63

séptembor 17, 1981

Egwaré L. weicenfeld, Esyuaire
McKenna, Conner and Cuneo
1575 Eye Street, N.Ww,
washanyton, D.C. 20008

Dear Mr. weigenfeld:

This 1s in response to your September 1, 195), letter, wnich
‘concerned my reply to your July 17, 20 and 29 Freedom of Information
. ACt reguests (the "second", "tnird" ana "fourth" reguests,

resgectively). 1In adaition, I will offer comment as to ny
July 17 response to your July b FOIA request (the "first” reguest).
indicated in your letter that it was ycur understancing
naterials provicded cn August 27 dié nct coastitute a
response to the second, taird and fourth reguests, cut
cffice woula ccntinue to search sor anu process adciticnal
In tnis regard, we nave searcheu our files and have lcenti-
cllcwing adcéiticnal documents which we hereby are Zorward-

]
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-
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Spread sheet for Analysis of Reported
Totals and Estimation of Item Counts* 2 pp.

Letter, 10 Dec 7Y, Arcthur Anderson ané Co. to
Ropert J. Costa, re: Comments on FEC
proposed statistical sampling** 5 .pp.

The Zollowing adcitional documents have veen i1éencifiecd as
sCssibly veing responsive to veur reguest, put I have cetermined
Tnat tney &re exempt Irom disclosure uncer FCIA:

I wLlL SInTinmll ouo
the Index Ly wnich I respcnced
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146. remo, ¢4 San o0, Boo Costa tO Audgit
Stat:z, re: Review Of Docunentation for
Expenditures, Title <v Presidential
Cancicates And Therr Authorizea -
Committees. (4 pp.) This document details
the types of documentation which will
be requirec oy tne Cornission in conducting
audits. Knowleaye of the tnreshola :
anounts involved here would enavle a
conmittee tO avoid neving certain trans-
actions inciuced as a matter of
aiscussion 1n the Auailt Report, and
avoid possible referral to the Otffice
of General Counsel for leyal review.
‘See 5 U.S.C. » 552(b)(2) and (7).

Memo, 17 Dec 79, Charles N. Steele to

Bob Costa, re: Review of Documentation
for txpenditures, Title 26, Presidential

. Canagicates and their Authorized .
Committees = A-636. (2 pp.) See Item 12H.

Liagram of Accounts, bank Reconciliation
Contriuutions Trasce, Attribute Sanpling.
(5 pr.) nnowlecye of this procecure would
enadble a Cormittee to hide or to obscure
apparently ilmproper ceontrinuticns. See

S U.S.C. & 552(p)(2) and (7).

Mero, lu Lec 79, Charles N, Steele to
Bcb Ccsta, re: btateriailty Tnresholcs
for Auacits. (7 op.) See céiscussion at
Iten lU5, pelow.

Five pages nave been celeted from tne
backet entitled Spread Sheet for Analysis
cf Regorted Totals and Estimation of

Item Counts. Tnese cescribe tne
procecures to be utilized in cbtaining
computer generazted rancom nupers for
aucitiny purpcses ancd set out tne
pertinent cCmputer program. see 5 U.S.C.
S 5332(bj(2) ana (7).

Qeen
nese cas

ave Dee:

Sy the Commission. :

and (7).

Su inguired as O whetner Certaln cocuiients whlch were
tn tné 1ndex ettached to ny August 7 letter were avai.avie
punlic tarougn cur Public Recorcs Xeacing Room, In aGGlticnh

records so iagentilied i1n the Index, all cocuments cesiunated

L i)
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Lecter to cuwarce L. uciucn:eid:
Pey® 3 S

as Conmission heuwos, LLMM1SEION Ulrectives, anNu Ayenda UCCUlents
are availavle in the Reagluy Roouu. Ltems oY, Yu eilG Y1 3180 are
availavle there. 1lnforuwation pertaining to Comnission kegyulations,

e.y., backyround any justificatiun, 1S avalladble tnrousgs our Liiurary,
wnxcn is open to tue punlic.

You asked whether there exist auvultional any/or more specifaic
inuices Of the various types of agency recorus. The "Alpnubeticair -~
Inaex Of 1Y75-8U rinal Auuit Repurts wnich Have bLeen Released
to the Puwlilc” and tne “[ndices of Coumlssion action ltems”, whicn
we already liave proviced, are tne only indices in tnose areas.

As far as MUR 1ndices ure concerned, 1 am forwaruing a copy ot

the MUR Status Sheet haintaiheu LY the UIfice or Geueral

Counsel. 2/ (443 pp). 1 trust thet you will rinc tne snort-cescrip-
tion of the 1ssues i1nvolved 1in each or tue listed ﬂux s to Le
“helptul. (ltem l34).

You noted that tne cumputerized MUK Incex wulicn we proviced
on August 27 appedred to Omit several recent muk's. AS 1 ‘
agvised you in iy letter or that cate, the lhuex was cue TO D¢
. updated on Or about septener 1L, ivbl. we have experienced sone
"aifficulties in completiny that updating process. However, the B

MUR Status Sheet 1s current as of September ild4, 1%sl, anc reciects
all enforcement &actions which hac been closed s ot that cate. -

You expressed interest in tie leylsiatlve nistory ©r tue
specizlea Statutory aNU rQYULILTOrY LLUVISIONS, 1LGUlZiNY pariicularly
. as to whetiier the CCanlssion has created an ilnuex Or yuice Zor the

Corigilnal receral clecticn Camlaigh ACT O Ll¥7l., Uue COmmisSs:ion .
nas not prepared such & ucuumen?. ‘dowever, l1acices to tne
Legislative HlsStory oI tue LY74 ang L¥7v ANeucments o the Act
nave been preparec Ly Ruvert B. Lurvette ¢t the cCongressional
Research tenter. 'hose liUilces are heredby ILourwaruec to you.
-(ltem 1l35).

YOu inguirec 1nto tue existence Of any yuldes, manuals
or instructions prepared or anc/or usead Ly the (onmission's
stazf 1n pertorming i1ts audits aha related functions. Sucn
Juliuance already lLias Leen proviued . to you wy: way of Items Y2,
¥3, 95, 97-1U3, U6 anu 1VU7 1n our August <7 lncex anu in the
;“z: ¢ two numpered iteis cited in tnis letter.

I -

You Trecuesteu tiiat we Lrocuce Inuex itels v4, Yo, -uv3, Lub,
«4¥ ang portioits VL item lgl.

Item Y4 1s an ungcatad pemcrencul ITroim Lex Costa (Assistant
8carf Cirector or thie auclc Uivisien) to tne acgit Stzii, wneveoy
WE TTELESLTTEC NG mUULT rIOLlE taev el ShU L% ALSlT FIiLsoorss
1éd SEl. I Neve Cetellull@C Tiat i€ AULLT Frlelal aiu rricecures
&/ SUR'S whith lave nul Leen Clused wy the (ONlSSiCh .ave

veen ce.eteC LICM TniS copy. pee ¢ U.S.L. b wslgiallis).
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are exeuit rrom release under FCIA pursuant tc 5 U.S.C. y 552(0)(2)
ana (7)ie). Speciiicaliy, those doculments set out in getail
the"investilyative tecnnlgues and procecures en.loyed by Commission
staZf 1n ccnhgucting auaits 4f Presidencial ccmmittees. o :
Item 96, a Memorandum dated August 20, l%su, from Bob
Costa to the Auait staff, re: (cmmission Denial of Extension
Reyuested 8y Presidential Committees is provided. However,
certain pre-gecisional, celiverative material nhas Deen deleted
therefrom. Specifically, the final Paragraph on paye 1 ana the
first paragraph on page Z set forth ciscussion which occurrea
at a closec meeting Oof tne Commission upon whicn no final action
was taken. See 5 U.S.C. § 552(b)(5).

Item 105 is a memorancum ifrom Bob Costa to the Audit
vivision dated January <V, L95U, by wnich he transmitted the
Coumission's "materiality Tnresholds for Audits® (24 pP). 1Item
105 1s a remo, dated Septemver Y, 1lyp0, from Mr. Costa to
harles N. Steele, re: Revisions to Commission - Approvea
rlateriality Thresholds for audits. These documents set forth

‘ano discuss the criteria, or "flags," utilized »y tne Auait
Divisicn Icr determining whether irrecgularities will be
woleratec cr will ve mawe the subject of digcussion in &n augit
ReyCcrt anc/or rerferred to tne Crfice cf General Counsel for
ilecal review. Thnese cocuments are exenypt from reiease under

§ 552(D) (2} and (7). Cleariy, Knowleuge 0f the critver:
'y the Commiss:ion woulc enzDle a committee tO circumvent
uirenents O0f tne pudlic Zinancing law,

¥y i1s a file, apurroximately five feet deep, f1illed
Orait Inter:im Aucit Reuorts, relerrec brafs Final
ts an¢ Comments Ircm the OZfice of General Counsel.
¢I tne nature O0Z your reguest, we will ve reguired to
& senior stair nemper to perform a cetailec examination
- €L every record in that file in an effort to icentify pertinent
gocuents. we have a limited numper of pecuyle who are Capable
ci perZoriing tnis searcn. Of course, tnis nurver will ve ciluted
és a resu.t of assignments whnich ust ue mace to ccnply with tne
teriis of tne adeaticnal drcad FCLlA rguest wnich YOou suuhiitted
Septemser 14, lYel. iievertheless, we will attempt Lo reswvond
/C recuest Icr pertinent docunents :n Index Iterk 1.9 no .
T o Cctcoer 2, lykl, ‘ ‘

A}
0
<

13

[
14
[N
a3 3

[¢ A2
(0]
[

LA}

)

0. o

3
'

LN )

[ M4}
=

E 4
-

'N)
(2} ]
10
on
7]

m 0.
"

). ot

[ ]

14, 21, 232, 24
attacnecd,

n- ' 7]
" W
[ I

o Q
x

[ad
bty

[T} )
4 I 4
"
0
o

-
.
-
.

b4 |
)e

e O D
H
1]

(4
®
L

e |
in

(4
1-
<

©
noc

g
0w
(¥

33 4D b gt Y
 ;

: (L% %

o300

.
£: ¥

9 4
Y
1]

[}

3 ot
.MQCD
nme
st 00O
N

0w Oe e,

)
te 6. &

0t @ 10
nn

 C:

S BTN 0 K1
L
oa0

< M

P e

o oer L0t

[LETo N '
O E b b

om0

0n o ey
(.

1t~

.
om 2

Jients wnicy
rLencaticns

C o Litty b
ne+ 090
fo BN KN | I Sl
(ol X o ¥

pe ¢

[ THS BN 4 IR
r E
1 eut

1

(o AN U I B2

>
v
d
c

"o NG e

)
"nao
m e
R

a s b
[T ] o
Q-
1]
— iy
35
’0
@

r—ct &
‘e




LetTier TO Zowarc L. wescentelc
fage 5

I indicated that, Gue to tne haste with wnicn YOU insisted
we repiy to that reguest, it was possiuvie tnat certain aocunents
nay have Leen cverlocked anu reguested tnat you contact me if
such proved to oe the Casé. Since you never nave gotten in touch
with ne, I learned only indirectly that you agparently were
aissatisiied with the completeness of tne records which we producea.
nNevertheléss, I requested the Audit Division to searcn tneir files
anew in an attenpt to discover whether anytuing inadvertently
nad veen omitted frcm our reply to your first reguest.

That search nas iuentified tne rollowiny recorcs:

l36. Locument entitled "RuC-GEC Summary of
Bank reconciliation (payes bl/i, Bl/2)."
This document is relevant to finding
Ili.A in the Interim Audit Report.

uocument entitle¢ K3C-GEC Sumisary of

Tours Reviewed (payes Cz/)l thru C2/7);
workpapers C5/1 thru C5/16; ané C/4/17

thru 4/i%., (v¥2 up). “hese are relevant

to £incing III.B of the Interim audit Repcre,

Document
Ceopies o2

"RoC-Compliance Fund
€e Recerpts Suuporting
Aliounts TO Se P sack to waCf oy Gz=C."
tiv 33). This docunens rzievant to

Interim Aucit R QL 11:.C.

en
C

5]
se

{ceres % &ané Prccedures utilizeag

Ly auci Iering aucits ci kbC and ksCs,
i neve getermined tnat these cocunents

are exempt Irom cdisclosure zcr tne sane
reasons set out in denyiny access to

Index Item %4

You are advised ci tne existence. of an

"Aunilnistrative File” wnicn gertains to

the RBC and RKaCF. 7Tnis Zi1le consists

! € several crasc covies of =h
AUCLT Reports, tne sahcwritten
s 29I tne authers ¢ tnose gras:

tali memders wnc rev.ewec tnen,
the comments 0 whe VUrface

tc the
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~eczter to kuwarc L. weluen:eldy
Paye &

Reprouuceuy uocuients rorwarded to ycu tocay total 5oz Puyes
ang Teguired eignt nours of searcnh tine. Please rorward your
check In the amount ot $6¥..U, made payable to the Federal

clection Cormission, to me at 1345 K Street, N.w., washington,
LV.C. 20403,

YOou are advised that you may appeal any adverse FulA
determination to the tull Coumaission. Any such apyexl nust
be mace in writlny, mMuSt 1Uentiry tne records in the torm in
which they initialiy were reyuested, and shoulu be forwardea
$O e at the acdress noted awvove. 7The envelope or other covering
and the fairst paye snoule clearly and conspilcuously state “FUIA
Appeal.” You are encourayed to cite leyal or other authority
in support of any ‘such appeal.

FUIA vizicer
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WRITER'S DINEET DIAL NUMEBER

acn res- 7640

.. \ EAND DEDTVERED '
. <D=
— . L L
) -2 = .
~ Mr, fred Eilancé : -— =2 -
. FOIA Officer =2 &L
. © Pederal Zlection Commissicn < e
1323 XK Streez, NW f= L~
N washinge=on, DC 20463 a;‘ wE
- . P Pl -
Re: TFreeéenm 0f Information Act Recuests
LA .
Dear Mr. Zilané:
™ el

This is in response to vcur letter of August 27, 1961,
ané te confizm the substance of yestercay's conversation

- Setween Mr. Kussey ané Mr. Noble cf your Cffice of General
' Counsel.

It is cur understanding that the racerials provideé %o
us cn Aucgust 27 éc act constitutze all of the acency recoris
respensive to our pendinc FOIA recuests, ané that yveour cfiice
is continuing to search for and grocess the recueszed materials.
Mr. Necble indicated that a por<eicn of such further matzerials
may ke availalble within the week.

Wicth respect %o your august 27 "Incdex of Cccuments, " we
inguired as t:s ctha availalZiliczsy c¢f sush maceriale in veur
suiiic zezding roem. Tnat 13, 20T the listed iccumsnzTs tTisT
<fhan che statutory ané regulatcry materials, tihe Annual Reperss,
ané the Canmzaign Guides), nave cnly these materials sc indicaced
Tesn macde avallatle €0 the public through yeur sullic reading

Tsem?
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MSKENNA, CONNER & CoNER

responsive to our disclosure reguests. That is, for example,

whAw SPTICLS

¥z, Tred ZTiland
race 2
Sectamber 1, 1981

We inquired as to the existence oI additional and/ecr
mcre specific indices of the various types of acency recordis

re there indices which speci y in greater cetail the subjects
and issuves involved in the MUR' s, Final Auvéic Reports. and
Cormission Action Items? Also, is there an incdex for the most

cecent MUR's (the index provided on Aucus: 27 appears to omit
aprroximately 225 MUR's)?

We inquired as +o the existence of respensive materials
taining to the -egxslatxve history of the specified statu-

v and reculatcory provisions. That is, fer example, has an

cex or gL*ée been p*eaa-ed for the legislative histozy of the
riginal Act of 1971

"

wWe -a:n;*ed as to the existence ¢I any cuicdes, manuals, or

instructions pregared for and/cr used bv He Cermission's staff
in performing its aucdits ané related Zuncticns. .
For all of zhe Scregeing matters, M. Vc*'e indicataé thas
assrozriate inguiries weculé be made within the Cemmission and a
respcnse ;:cv-ced in the context of your agency's apparently
sgnzinuing efforts to fuliiill the pending disclicsure recuests.
Tcr the particular materials listec in veur Auguss 27 Inéex,
we :eques:ed :.a“ esZcrts be made to secure the earliest pessikle -
release cf items 94, &6, 103, 108, 118, ancé 121. ith resgect ¢
item 24, we incuirec as to the existence cI previcus similar

decumenss. With zespect to items 119 ané 121, we inguirec as to
the existence of incices sufficiently detaileé (i.e., by subiecs
tter and issues) ©o pe:mi~ the :css;b’e segregation of such
materials, ané indicated that, tased on the present cdescrigtien,
we believe that we are most interested in the “?:es'éeﬂtial“
mazerials within izem l11¢ ané éccuments 13, 14, 21, 23, 24, ané
2% wighin item 121. :

we indicacted <=at, az ::eseﬂ w@ are nct interesteé In

acce =c the final Advisczy Cgpinil ons cI the Commission (see
icen -4.) cr the 1578 Carcer Aucdit (izem 116}.

I zssardizncs visth yeour Lasser o2 fogzusw 2T, 2nmclossd plsase
Iind 2 check parazie s the Treasurer oI =he Tniced States in tle
amcunt o2 $83.85 Zcr your agsncy's search ané duplicacticn elfcrss
=c Za=a.



*u crmgees
MEKENNA, CONNER & L NEO

M=, Fécé Ellax
Page 3
Sertemper 1, 1881

We look forwaré to your fu-ther response. Should you have
any questions, please contact the undersigned.

Sincerely yours,
-

E&vaze L. Weidenfeld

Eid:hrs

cc: Lawrence Nckle, Esqui:e
Assistant General Counsel

‘N




FEDERAL ELECTION COMMISSION
WASHINCTON, D C 20463

August 27,

" Edward L. Weidenfeld, Esquire
McKenna, Conner and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

Lear Mr. Weidenfeld:

This is in response to your Freedom of Information Act
reguests, dated July 17, 20 and 29, 1981. As I advised you
in my letter of July 30, 1981, we expected to begin our search
for records responding tc those reguests during the week of
August 3, 1981. because of the press of other FOIA business
then pendiny, caused in part by our responding to your July 6,
1981, FUIA request on a priority basis ané cut of turn, we

were unable to begin wecrk on the instant reguests until that
time. 1/

Ycur reqguests, incivicdually and collectively, are gquite
oroac. Ve have made, and will continue tc make, every effort

e r -
respend, tc those reguests. In this recard, I am infcrmed that,
in 2 neeting with attcrneys from cur Office of Ceneral Counsel
on August 1Y, 1981, you were unprerared to limit thcse reguests.
Furcther, in a telephone conversation with Assistant General Counsel
Lawrence Noble on the folliowing day, Thcmas W. Eussey of your firm
similarly declined to limit the scope of vour reguests.

to 13entify those dccuments which respcnd, c©r gotentially

As was indicated at the August 19 meeting, the Commission
has prezareé ar index of the cocumente identified as being
resporsive, or potentially responsive, to ycur recguests. I
enciocse a cepy ¢f that index, which has been cross-referenced
to ycur recuests, and an initial package of dccuments. The
rackage censists of Incdex Items 1-93; §3; 27-104; 106-107; 109~
-i3; 117=1l&; 120; ané 122-i25. We will continue te maxe every
eZfort to acccmodate you by Zcrwarding, as they beccme available,
3 acéditicnal ncn-exenmpt cccuments until such time as the index

Teen exnaustec. AlSO, we will continue toO search cur fSiles

ary ctler cccuments nct identified tnus far which may be relevans
Seur JE3. -

tre pericé ¢ July nre: ~881l, veu £iled five
;:uests ¢n sehalf culy & and 30
were answerec cn (T35 respectively.




Letter to Eaward L. weidenfeld
Faye 2

I note that a nunber ¢of the documents, such as the FEC Record,

the FEC Campaiun Guides and the FEC Annual keports, are publications
which would De zorwarded, free of charge, to anyone who had reguested
that his name be entered on the FEC mailing list. They also would

be provided throuygh our Public Communications, Public Reccrds, or
Press Offices. Numerous other documents have been reduced to
microfilm and have been available for inspection and copying for
several months, if not years, to any member of the public, on a
walk-in basis, at the Commission's Public Records readiny room,
located on the first floor of our building. I am sure you are

aware, thouyh, that notwithstanding this public accessibility,

we still are reguired to make the documents available to you under
Accordingly, our production of records will continue unless and

until we receive contrary instructions from you.

I would appreciate your assistance in one area. Ycu demanded,
inter alia, that we crovzde records which, in effect, ccnstrue or
interprec several statutes ané regulaticns. See July 20 reguest
derands 2, 3, 4, 6, 7; July 29 request, demands 1, 2, 4. Ia response,
we have proviced incices of closed enforcement cases, and of Acvisory
gzinions issued cov the Commission, which inveclveé these stasutes
ané regulations. (See index entries 1ll€ ancd 12U). The cases cited
therein are numerous. for instance, 2 U.$.C. § 44la was at issue

in 199 closed enicrcement cases, anc in € Aéviscory Oginiens; 2

U.5.C. § adla(a)(l)(a) was at issue in 7¢ clcsed en:orcemen: cases
anéd in ¢ Advisory Urzinicns. (Wwe anticizate that :he MUR Index will

ce upcated ty September 1, 198l. Thus, it is possitle that =he
aumper o cicsed pertinent closed MUR's will de greater =nan the
figures Jjust cited. Wwe will, o course, irnform ycu of any increase

in the number of MUR'S.)

The files in all these natters are on microfilm and are _
available for insgection and copyving at our Public Recerds Oftice;
shculd ycu care to puruse them there, please inform us, and we will
reserve & micrcfilm reader/cop er Ior your use. 2/ Cn the other

‘hané, if it is your desire that we reproduce tne files ior vou, we

s s .

will begin acing sc on Mcnéayv afternocn, zugust 31, lwel. Please
let us know Dy that tine whether ycu wish that we nct pericrm the

sheteeepying service Ior you. At this time, I can give ne £irm

2gtimate as tc the nuncer of pages involved.

=, $Sr your wnicrmeticn, Tcoomissicn adviscry Cpinicns acsc agpear
.0 the -S=cderal lecticn Camsaicn Financing Guice, a zurli:i:caticn
Cf locmmerce CTL2aring HCuse.




Le::er,:o Edwaré L. weidenfeld
raye 3

we also have frovided an Index of those matters concerning
Aucit, Policy, Procecdures, Repayment and Entitlement which have
been the subject of discussion at public meetinys of the Comnission
from 1977 through the present. See Index Item 117. If you are

interested in our, preparing transcripts of any of these discussions,
please advise us accordingly. '

Cocmnission staff members spent 16 hours in searching for the
cocuments which are listed on the attached Index. At $2.50 per half
hour, the search fee is $80. Adcitionally, we have reproduced 277
payes of documents for which the Commission assesses a fee of .05
per tage. Your check in the amount of $93.85, made payable to the -

Treasurer ol the Lnited States, should be forwarded to me at this
cffice.

If you have any qguestions, please ccntact me at 523-406S.

iland
ziicer




INDEX OF DOCUMENTS IN RESPONSE TO
FREEDOM OF INFORMATION REQUESTS SUBMITTED ON BEHALF OF
THE REAGAN BUSE COMMITTEE AND THE REAGAN BUSH COMPLIANCE FUND
ON JULY 17, 20, and 29, 1981

CODES APPEARING ON THE ATTACHED PAGES

R2 refers to the July 17, 1981 FOIA Reguest

R3 refers to the July 20, 1981 FOIA Reguest

R4 refers to the July 29, 1981 FCIA Reguest

nunbers Zollowing a hyphen (e.g;. R2-1) refer to specifi
requests mace within each of the above-referenced FOIA
reguests




INDEX OF DCCUMENTS IN RESPONSE 70 ‘ ,
FREEDOM OF INFORMATION REQUESTS SUBMITTED ON BEHALF OF

THE REAGAN BUSH COMMITTEE AND THE REAGAN BUSH COMPLIANCE FUND

Docunent

1.

ON JULY 17, 20, and 29, 1981

Responds To:

Federal Election Campaign Laws Compiled by R2
the Federal Election Commission (Including R3
The "Federal Election Campaign Act Amendments

of 1976, "Public Law 94-283), June 1976

Federal Election Commission Regulations,
April 1977

Public Law 96~187, January 8, 1980

Federal Election Campaign Laws Compiled by
the Federal Election Commission (Including
The "Federal Election Campaign Act of 1979,
Pub. L. No. 96-187), January 1980

Title 11 Code ©0f Federal Regﬁlations, revised
as of January 1, 198..

FTederal Zlection Commission Annual Repors
1975, March 1976.

Tederal Election Commission Annual Repors
1876, March 1977.

.’ Federal Election Ccmmission Annual Repor:
2879, March 1978.

Federal Election Commission Annual Report

" 1978

Federal Election Commission Annual Report
ral Election Commission Annual Repor:
Tederal Election Commission Campaign

Guide, May 1976

Campaign




Index of Document.,
Page Two

Document

1Ss.
16.

“17.

Federal Election Commission Campaign

Guide, November 1976

Campaign Guide For Congrcssion&isgandidatos
8

Campaign Guide For Political Cormittees,

and Their Committees, February

September 1978

Campaign Guide For Presidential Candidates

and Their Comnittees, October 1979

Campaign Guide For Congressional Candidates

and Cormmittees, August 1980

Campaign Guide For Party Committees,

March 1981

The Federal Election Commission
September 1975, Vol. 1, No. 1

The Federal Election Commission
October 1975 vol. l, No. 2

The Federal Election Cemmission
Noverber 1975 vol. l, No. 3

The Federal Election Commission
December 1975, vol. l, No. 4

The Federal Election Commission
1976, vol. 2, No. 1

The Fecderal Election Commission
1976, Veol. 2, No. 2

The Federal Electicn Comnission

Record,

Recora,

Record,

Record,

Recora,

Record,

Record.

varch 1876, 1576 First-Quarter Index

The Federal Election Commission
1976, Vol. 2, Ne. 4

ection Commission
Vel. 2, Ne. §

Record,

Regord,

Resoonds To:

R2
R3
R4




Iindex of Docunents
Pace Three

Document

3l.

T™e Federal Election Commission Record,
August 16, 1976, Vel.2, No. 7

The Federal Election Commission Record
Octcber 12, 1976, Vol. 2, No. 8

The Federal Election Commission Record,
January 1977, Vol. 3, No. 1

The Federal Election Cormmission Record,
February 1977, Vol. 3, No. 2 ‘

The Federal Election Commission Record,
March 1977, Vol. 3, No. 3

The Federal Election Cormission Record,
May 1977, Vel. 3, No. §

The Federal Election Commission Record,
July 1977, Vol. 3, No. 7

The Federal Election Cormission Record,
Aucust 1977, Vol. 3, No. 8

~@ Federal Election Cocmmission Reccrd,
eztenber 1977, Vol. 3, No. 9

-y
-
-
-
-

The Federal Slection Commissicn Record,
Cctober 1977, Vol. 3, No. 10

The rederal Election Commission Record,
November 1977, Vol. 3, Neo. 11l

~he Federal Electicn Commission Record,
December 1977, Vol. 3, No. 12

l Election Cemmission Recoré
r Vecl. 3 issued February 1978

Electicn Commission Record,
2, vol. 4, No. 1

. Sommissicn Recsré,
No. 4

The Tederal Election Commissicn Reccrd,
May 1678, Vol. 4, No. 5

Responds To:

R2
R3
R4




<ndex of Documents
Page Four

Docunent

47.

The Federal Election Commission
June 1978, Vol. 4, No. 6

The Federal Election Cormission

July 1978, Vol. 4, No. 7

The Federal Election Commission
August 1978, Vol. 4, No. 8

The Federal Election Cermission
October 1978, vol. 4, No. 10

The Federal Election Commission
November 1978, vol. 4, No. 11

The Federal Election Commission
December 1978, Vol. 4, No. 12

The Federal Election Commission
Index 1578, Vol. 4 issuegd March

The Federal Election Comaission
January 19279, Vol. S, Ne. )

The Federal Election Commission
February 1979, vVol. 5, No. 2

The Federal Slectien Commiss:ion
March 197%, Vol. S, No. 3

The Federal Election Commission
April 1979, Vvol. 5, No. 4

The Federal Election Commission
May 1979, Vol. 5, No. §

The Federal Election Comnission
June 1979, Vol., 5, Nec. 6

The Federal Election Commission
July 1979, Vvel. 5, No. 7 '

» . -~ :
2 SowClnissiCh
-

Record,

Record,

Record,

Record,

Record )

Record,

Record,

1979

Recora,

Record,

Record,

Record,

Record,

Record,

Recorad,

Responds To:

R2
R3
R¢




index of Documents
Pace Five

Docunent

62.

The Federal Election Commission
September 1979, Vol. 5, No. 9

The Federal Election Commission
October 1879, Vol. 5, No. 10

The Federal Blection Conmission
November 1979, Vol. 5, No. 11

The Federal Election Commission
December 1979, Vol. S5, No. 12

The Federal Election Commission
Index 1979, Vol. 5 issued March

The Federal Election Cormission
January 1980, Vol. 6, No. 1

The Feceral Election Commissicn
February 1980, Vol. 6, No. 2

The Federal Election Cormission
Macrch 1980, Vol. 6, No. 3

The Feceral Zlecticn Cermmission
Suprlenent, March 1980, Vol. 6

The Federal Election Commission
April 1980, Vol. 6, No. 4

The Federal Election Commission
May 1986, Vol. 6, No. §

The Federal Election Comnission
June 1980, Vol. €, No. 6

The Federal tlection Commission
Aucust 1980, Vcl. 6, No. 8

deral Zlection Commissicn
ment, August 1980, Vol. 6

Record,

Record,

Record,

Record,

Record

1980

Record,

Record,

Recorad,

Record

Record,

Recoréd,

Record,

Recoréd,

Record

- -
T a2SCTa,

No.

.ecticn Commissicen
vel. 6, No. 10

Recoréd,

Responds To:

R2
R3
R4




Index of Documents
Pace Six

Dogument

78.

79.

80.

Responds To:
R2

The Federal Election Commission Record, R3
November 1980, Vol. 6, No. 11l R4

The Federal Election Commission Record, L
December 1980, Vol. 6, No. 12

The Federal Election Commission Record
Index, Vol. 6 issued May 1981

The Federal Election Commi5sion Record,
January 1981, Vol. 7, No. 1

The Federal Election Comnission Record,
Febuary 1981, Vol. 7, No. 2

The Federal Election Commission Record,
March 1981, Vel. 7, No. 3

The Federal Election Comnissicn Record,
April 1981, Vol. 7, No. 4

The Feceral Electicn Commission Record,
May 1981, Veol. 7, No. S

The Federal Election Comnissicn Record,
June 1981, Vel. 7, No. 6

The Federal Flecticn Commission Record,

July 1981, Vvol. 7, No. 7

The Federal Election Commission Record,
August 1981, Vol. 7, No. 8

Report On Study of Selected Sampling Pro-
cedure by Ernst and Whinney, September
1979, 41 pages.

PPS Sampling Implementatiocn Guicde by Ernst
ané whinney, Septenmber 1979, 56 pages,

tudy cf the Federal Election Commission's
audis --nc--cw ar.g the rcle i< C’avs in cuy
s--r’-v s sc.iticel ang s.lector

he Accounzants fcr the Puzlic
S stember 1679, 37 pages.

\\re""..' ;\'."
"‘“é"éSu,

$£70=287, Memcrandum %O
sszone—s f:cr Crlando 3. Potter re:




Index of Documents
Page Seven

Document Resoonds To:

92. Revised Proposal for Implementation of R2=2
(Con't) Recommended Changes in Commission Audit
Policies and Procedures -- Part I, October
23, 1979, 11 pages.

Commission Memorandum No. 820, Memorandunm
to Commissioners from Orlando B. Potter re:
Implementation of Recommended Changes in
Commission Audit Policies and Procedures,
March 21, 1980, 39 pages. (Includes as
Appendix I, Document 92 above).

Internal Document to Audit Staff from Bob
Costa re: Audit Program for Recipients of
Presidential Election Campai¢gn Fund Payments
Pursuant to Chapter 95, Title 26, United
States Code - Arproved by the Commission

on January 15, 1981, 34 pages.

Memorandum to Audit Staff from Sob Costa.
re: Miscellaneous Procedural Changes,
Cctober 30, 1979, 1 »nage (procedural
changes recommenced bv the Commission

in its meeting ¢f Cctober 25, 1979

éuring discussion of Agenda Tocument
£79-287).

Internal Document ¢£o Audit Staff from

Beb Ceosta re: Ccmmission Denial of Ex-
tension Requested by Presidential Committees,
August 20, 1980, 2 paces.

Memorandum to Audit Staff from Bob Costa
re: Miscellaneous Procedural Changes
Referencing and Aucdit Manager Review,
October 30, 1979, 1 pace.

Memoranéum to Auéit Staff Zrom Bob Cos:ta

re: Deadlines Imposed bv the Commission

'ecard¢ng Post 2ucdit Work, OGC Review, ané

Cc‘u-ss on Review 1280 Presidential Audizcs,
v ¢ '°7° 3 s=2res,

Mermcranéum =0 Auditc Sta‘ff frem Bek Costa
re: Audit Cpinions, October 30, 1979,

-

1 pace.

L&
re




~ Index. of Documen-s
Page -xgn-i

Document

-

Memorandum $0 Audit Staff from Bob Costa

Te: . Standardized Workpaper Indexing Systcl,
Novembexr 2, 1979, 3 pages.

Memorandum to Audit‘Staff'from Bob Costa
re: Auvdit Peports With No Findings and

Non-Committee. Reports, November 2, 1979,
2 aages.

Memorandum to Audit Staff from Bob Costa
te: Addendum to Memorandum S-6 Dates
11/2/79 Subject: Audit Reports With No
Findings and Non-Commitsee Reports,
;December 4, 1979, 1 page.

Memcrandum to Aucdit Staff from Bob Costa
.- re: Committee Records Which Are In.an

.Unauditable State, uanuary 18, 1980,

2 :aces. .

morandum to Aud** taZf from Bch Costa

- Deadlines Impcsed =y the Commission
arding Fest audit werk, OGC- Revzew,~
Commission Review, For Aall Title 2

ts, 7aﬁua*v 14, 19890, 3 paaes.

:-n*erué’ Menorardum to nUélt Staff from
3ob Costa re: Materiality Thresholds for
\nudzts, January 21, l°80,‘26 pages.

Memorandum to Audit Staff from Bob Costa
re: Documentation o0f Major Deviations From

the Audit Program and P'ocecures, January
25, 1980, 1 page.-

Memcrandéun .o Audit Staif Zfrem Sob Costa .
re: Precoer ctdznc of Final Auéit Reports
Con ta*n-r~ Matters Referreé to the Office
of General Ccunsel, Feaxruary 27, 1580,

Rz-i"

R3=-1
. R3=2

Responds To:

Ré-1
R4-2

R4-3.
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Document Responds To:
109. Directive No. 22 Memorandum to Commission 7 R2-1

Staff from Orlando B. Potter re: Placing

On The Public Record Of Interim Audit Reports

Considered At Open Commission Meetings, . s
June 15, 1979, 1 page. ‘

110. Letter to Chairman Thomas E. Harris from R2-2
Royston C. Bughes, Treasurer of the President R2=-5
Ford Committee re: f£indings and conclusions in
the interim report of the Audit Division on
the President Ford Committee (General Election),
Februvary 17, 1978, 1 pace.

1i1. Letter to Chairman John W. McGarry from Carol R2-2
- - Darr, Deputy Counsel for Carter/Mondale Re- R2-5
- Election Commnittee, Inc. re: Interim Report

of the Audit Division on thé Carter-Mondale
Re~election Committee, Inc., June 28, 1981,

- . 4 pages. ‘
ks 112. Index of 1981 Final Audit Repecrts by FEC RZ-3.
“ which have been released to the Public . R2-5
(chrcnological order), 3 pages.
1i3. Aalphabetical Index of 1975-1980 Final Audit R2-3
o Reports by FEC which have been released to R2-5
~ the publiic, 27 paces.
- 1i4. Micrecfilm of 1975-1980 Final Audit Repor:s R2-3
by FEC, 2,064 paces. Available in Public R2-5
Records Office.
T 115. 1981 Final Audit Reports by FEC, approximately R2-3
90 pages. Available in Public Records Office. R2=-5
126, Micrcfilm of the 1976 Carter Auéit (General), R2=3
4,500 saces. Availalble in Putlic Reccrés Cffice, R2-5
117. Ccmputer-generated indices ¢£ Commission R2
Action Items - Includes listing cf matters R3
discuseed in Cren Sessicn from 1977 tc th T P4
TT23ent = vaeiTizo:i Szim otne oomputsr Iase
under the following texte: auvdit, Policgy,
Frocedures, Rerawvment, Entitlement, trecared
Aucust 17, 1981, 30 caces. Documents liscted
cn indices are availarle in the Public Records




Index of Documents ' ) :
Page Ten
Ddocument VRcsggnds To:
118. Computer~generated MUR indices - Includes R3-3
listing of closed MURs citing to 26 U.S.C. R3-4
§§ 9007 and 9004, 2 U.S.C. §§ 441a and R3=-7

44la(a)(l)(A), prepared August 17, 1981,
47 pages. Documents listed on indices
are available in the Public Records Office.

119. File Drawers containing 1576-1981 Draft R2~-2
Interim and Referred Draft Final Audit . :
Reports and Comments from the Office of
General Counsel (includes: Presidential,

Congressional, Party and Non-Party),
approximately 5 feet thick.

120. Two pages fronm Advisory Opinion Index ‘ R3-2
7 (updated August, 198l) which cite to R3-4
. 2 U.S.C. § 441a and § 44la(a)(l)(a), R3=7
i - and 26 U.S.C. § 9004 and § 5007. Ré-1
_ . Cpinions listed on index are availatle Ré-2
in the Public Records Office
i2l. PFile: Regulations - Cffice cf General Counsel R3=5
i R3=7
{1l) Official communicztion o0 QOffice of the '
T Speaker 0f the House o0f Representatives .
‘ £rom Chairman of the FZC re: proposed
o regulaticns; received by M. Koach, 6/13/80,
o 4:15
™. (2) Official communication to President of the .
- : C.S. Senate from Chairman of the FEC re:

proposed regulations; received by 8. Hein,
6/13/80, 4:20

P (3) Letter to Walter F. Mondale, President, "
U.S. Senate re: transmittal of proposed
regulations to administration of the
Presicdential Election Caﬂpa~cn funé Acet;
signeé by Max L. Friedersdorf, 6/13/80

(3) Letter to Thcmas P. O'Neill, Jv., Speaker,
U.S. House cf Recresen:atives re: ::ansmit:al .
ci propcsecé regulations to aéministration of

<wz Trigiier=izl Slageism camraizn Tuiné tae:
signed Sy Max L. friedersdcri, ¢, ;3/5:
(8) ?2Precpesed rules--Tederal Recister, Vel. 45, "
—*
No. 9€, .h;:sca", Mav 13, 1%80; pages 32002~

320.1; re: Putlic Financing of Presidential

Gehéral

:
la

-c:icn Cangaigns
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Document

Resvonds To:

FEC Agenda Document No. 80-163 (to the R3-5
Commission through 0BP, Zrom CNS & PAF, R3=7
5/2/80) re: General Election Public
Financing Regulaticns (agenda item for
$/8/80 meeting) with attached proposed
general election public financing regula-
tions submitted for overview discussion
by the Commission

FEC Agenda Document No. 80-180 (to the
Commission through OBP, from CNS & PAF,
5/16/80) re: attached proposed general
election public financing regulations
circulated for Commission consideration
at 5/22/80 meeting

Memo to Commissioners from Staff Director's .
Office re: Commissicn Memorandum No. 93%---
General £lection Regulations and Explanation

and Justification: Chapter 95 of Title 26
(deadline Friday, June 12, 1980) dated 6/11/80

Memo to the Commission (through OBP, from .
CNS & PAF, €/10/80) re: General Election
Regulations and Zxplanation and Justifi=-

caticn: Chapter 95 of Title 26 (final version,
circulated on tally vote basis) (Commission
Memcrandum No. 936)

"Memo to the Commission from Staff Director's .
££ice re: Comnission Memoranéum No. 928--
Proposed General Election Public Financing
Peculatxons (deadline Friday, June 6, 1980);
(object‘on sheet-6/4/80)

Memc to the Commissicn (through OBP, from "
CNS & PAF, 6/4/80) re: Prcoposed General

Zlection Public Financing Reculations

with attached sropesed ceneral election

puklic financing regulaticns fcr circulation

FEC notice cf pzroposed rulemaking, 1l CFR "
Scoghazter T owith &stacghed Zrzit [(Fares

€C021-9007, €00¢%)

vemc tc the Cemmissicn (throuch OBP, frem -
CuNE & PAF, 5/3C/EC) re: Geﬂeral Election

Public Financing Reculations: Issues_to

Se Resclved a: Meeting o §,5/80 inclucding:

-
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Document

Responds To:

a) $50,000 limitation on expenditures R3=-5
from candidate's personal funds or R3=7
family funds; '

b) Loan from legal and accounting
compliance fund to pay expenses
incurred before the beginning
of the expenditure report period;

¢) National committee loan to pay
expenses incurred before the

beginning of the expenditure report
petiod.

Memo to the Commission (through OBP, from
CNS & PAF, 5/28/80) re: General Election
Public Financing Regulations--Issues to ‘
Be Resolved at 5/29/80 meeting including:
2) Threshold for detailed documentation

.. of disbursements: :
5) Definition of "Purpose";
€) $50,000 limitation cn expenditures
from candidate's personal funds or
from family funds:
¢) Use of federal funds to solicite
contributions to legal and accounting
" -compliance fund;
e) Naticnal committee loan to Pay expenses
incurred before beginning of expenditure
‘ report period;
f) Reimbursements for transportation and
services made available to media, secret
- service, and similar personnel;
¢) Aliocation of travel expenses.:

Copy of Federal Recister, Vol. 45, No. 126,
Friday, June 27, 1980, Rules and Regulations
(pages 43371-43387) with attached Table of
Contents (Public Financing of Presidential
General Election Campaigns)

o

10 B

(throuch Bill Loughrey,
/80) with attached pro-
ST nltise s malls rzsulaticns

¢ Puslication of notice

' g
Ph i g

thw O g
20

[ TS
0 e
<lir 0

[ JLUB

ot

g o % ' et
' « «

® 32 R ¢]

oo
PN Y )
0 et
.J .l.
D 0O ¢
o
[y L U]
D
"'0 e ]

o |




Index of Documents
Page Twelve :

Document

Responds To:

a) $50,000 limitation on expenditures R3=-5
from candidate's personal funds or R3=7
family funds; '

b) Loan from legal and accounting
compliance fund to pay expenses
incurred before the beginning
of the expenditure report period;

¢) National committee loan to pay
expenses incurred before the

beginning of the expenditure report
petiod.

Memo to the Commission (through OBP, from
CNS & PAF, 5/28/80) re: General Election
Public Financing Regulations--Issues to ,
Be Resolved at 5/29/80 meeting including:
2) Threshold for detailed documentation

.. of disbursements: :
5) Definition of "Purpose";
€) $50,000 limitation cn expenditures
from candidate's personal funds or
from family funds:
¢) Use of federal funds to solicite
contributions to legal and accounting
" -compliance fund;
e) Naticnal committee loan to Pay expenses
incurred before beginning of expenditure
‘ report period;
f) Reimbursements for transportation and
services made available to media, secret
- service, and similar personnel;
¢) Aliocation of travel expenses.:

Copy of Federal Recister, Vol. 45, No. 126,
Friday, June 27, 1980, Rules and Regulations
(pages 43371-43387) with attached Table of
Contents (Public Financing of Presidential
General Election Campaigns)

o

10 B

(throuch Bill Loughrey,
/80) with attached pro-
ST nltise s malls rzsulaticns

¢ Puslication of notice
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Docunent Responds To:

announces effective date of Commission's R3-5
revised regulations to inmplement provi- R3-7
sions of the Presidential Election

Campaign Fund Act regarding public

financing of Presidential general

election campaigns (signed)

"Public Financing of President:al General
Election Campaigns® 11 CFR Parts 100, 106,
110,140-146, 9001~9010 (signed by Max L.
Friedersdorf, 6/20/80 (Final Rule:
Transmittal of Regulations to Congress)

Memo to William C. Oldaker from Ren Gross,

Clare Lindsay re: President Ford Committee
and Air Force I

Memo to WCO (through OBP from Bob Costa,
9/20/79) re: Proposed Allocaticn of
Expenses Between Campaign angd Non=-Campaign
Related Travel )

Memo to CNS from PAF, 5/21/80 re: meeting
with Karl Sanéstrom cn 5/20/80--Sugcestions
recarding:

a) Definition of political committee;

b) Definition of gualified campaian
expense;

c) Carryover of assets frem primary

canmpaign;

d) Expenditures by Presidential
candidate on behalf of other
candidates;

e) Candidate agreenments;

£) Documentation requirements;

g) Legal and accounting compliance
Zund;

k) Pre-expenditure report period
ravment;

) Allowable contributions;
j)} Use of pavments.

" - - 2 -
Cenerzl Zlzz-igon o>

Regulaticns: Highlig

nes of
Problems” (Sherri Marshall's cormments)

Meno tc WCO (through CB? £rem Beb Costa,
6420/79) re: questions on Part 146-145 of
the Code ¢Z Federal Reculations
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Docunent Responds To:

(24) Memo to WCO (through OBP, from Bob R3=5
Costa, 7/3/79) re: Questions on part R3=7
. 140-145 of the Code of Federal '
Regulations

Memo to Pat Fiori from Judy Browning,
S/9/80 re: General Election Publie
Financing Regulations~--comments

on 5/2/80 drafe

Memo to Bob Costa (through OBP, from
CNS & PAF, 5/9/80) re: ansvers to
Guestions on 1l CFR Parts 140-145

from August 14, 1979 Audit Division
Memo (answers to 6/20 & 7/3 memos only)

Memo to the Commission (through OBP,
from CNS & PAF, 5/2/80 with attached
Proposed general election public
financing regulaticns to be submitted
to the Commission for overview discussion
at 5/8/80 meeting

Memo to CNS frem 2af -
t0 the general electio
(§ 9002.11(k)(e), 9002
9003.1(£), 9003.3(e)(1
9003.2(a) (4)

Letter to FEC from Paul D. Karmenar, 5/26/80
re: comments on propcsed rulemaking for
public financing of Presidential general
election campaigns submitted on behalf of
the Citizen's Party (eligibilisy)

Letter to FEC frem 7Tim Smith, Carter-
Mondale Presidential Committee, Inec.,
S$/20/80 re: comments 0f the C-M
Presidentiai Cemmittee concerning

FEZC's preposed regulations relating

to ceneral election public financing

oo .
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Document

Responds To:

122. File: General Election 26 U.S.C. Regs./Audit R3=-5
Division contains: R3=7

1) Agenda Document #80-190, Memorandum to the .om
Commission from Charles N. Steele and
Patricia Ann Fiori re: General Election
Public Financing Regulations: Issues For
Resclution at Meeting of May 29, 1980,
May 28, 1980, 9 pages.

2) Handwritten draft of Section 9004.4(c).

3) Memcrandum to the Commission from Charles
N. Steele and Patricia A. Fiori re: General
Election Public Financing
Regulations, May 2, 1980, 43 pages.

Memorandum to the Commission from

Charles N. Steele and Patricia a. Fiori

re: Proposeé General Election Public
Financing Regulations, May 16, 1950, 49 Pages.,

ation ané Justificaticn of Regulations
iseé by the TFederal Electien Commiesion,
13, 1977, issuved July 1977

ederal Register, Part II, Federal Eiection
Commission Presidential Ziection Campaicgn
Fund and Primary Matching Fund, March 4, 1979

Tederal Register, Part IV, Federal Election
Commission Amencdments to Federal Election
Campaign Act of 1971, March 7, 1980
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FEDERAL ELECTION COMMISSION
WASHINGTON.D.C. 20463

August 12, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Edward L. Weidenfeld, Esg.
McKenna, Conner & Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

Dear Mr. Weidenfeld:

. This is in response to your July 30, 1981, reguest under
the Freedom of Information Act for "FEC report prepared by
Arthur Andersen & Co. referenced in Comnission Memorandum

No. 820 dated March 21, 1980."

Enclosed is a copy of that'repo:t, entitled “Review Of
the Political Campaign Auditing Process" and dated Septenmber 1979.

This is a public document readily available throuch the
Cemmission's Public Records Room. The copy is being provided

to vcu at neo charge.
erely, SE S

rred S. Eiland
zeedom of Information Officer

o
-

Snclosure
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August 11, 1981

HAND DELIVERED

Mr. Robert J. Costa
Assistant Staff Director

for the Audit Division
Federal Zlection Commission
1325 K Street, N.W.
Washington, D. C. 20463

Re: Supplemental Response to Interim Audic

Report of the Reagan Bush Committee,
Reagan Bush Compliance Fund and Democrats
for Reagan

Dear Mr. Costa:

Enclosed please find the Reagan Bush Committee's ("RBC")
submission of supplemental materials in response to the Feder:z
Zlection Commission's ("Commission") above-referenced audit
Tepcrt. The supplemental materials include the fcllowing:

Report of Arthur Young & Company dated
August 11, 1981;

e A e e s, =
y e weatascstResy =

- -
- and

of Scott Mackenzie.
is additicmal informaticn confiras eus

-




AW OFrices
MeKenNA, ConnER & Cuneo

¥r. Robert J, Costa
August 11, 1981
Page Two

that several findings of the audit report are incorrect and
should be significantly amended before the Commission adopts

its final reporte. siecifieally. this supplemental response
demonstrates the fol owing:

4. It was appropriate for the RBC to offset
tour re sements against other costs
incurred by che RBC for the Republican
National Committee ("RNC"). (See Report

Y & Co., Section A;

of Bay Buchanan, Section F,
» 8 and 9),

The Reagan Bush Committee did nor Tealize a
profit from the 1980 general election campaign
cours. (See Report of Arthur Young & C

§§§tion C; Affidavit of Bay Buchanan, Section F,

The FEC improperly calculated the value of

the assets of the RBC on hand as of

December 4, 1980, (See Report of Arthur Young
& Co., Section D; AfTidavic of Scott Mackenzie,
Section G, 993 angd 4).

Additional adjustments should be made to the
23C expendituras Tedorted as of December 31,
1980. (See Reporz of Archur Young & Co.,
Seczion &).

Fer che reasens discussed ia our culy 29, ia21 letzer =5

H . S M o e .
. e o cw - " - - ..

s -
2 = 3 -
S emes e el e oo

SWALIY o sxamiss iNa.r3s and sT€s3nT o a2 “CIZmission =atariz.
which are ra: +3 1its consideration of talis matter. We are
therelore iling zhis submissicn under protesc.




LAW OFFiCCS

MEKENNA, CONNER & CuNnEO

Mr. Robert J. Costa.
August 11, 1981
Page Three

If you have any questions concerning this submission, please
contact the undersigned.

Sincerely yours,

@ub’r g L@"“;{‘IJ‘

Edward L. Weidenfel

. ELW/sab
Enclosures
cc: Honorable John W. McGarry -
Charles N. Steele, Esq.




CONFIDENTIAL .

REAGAN BUSH COMMITTEZ AND RSAGAN
BUSH COMPLIANCE FUND
SUPPLEMENTAL RESPONSE TO FEDERAL ELECTION COMMISSION
INTERIM REPORT OF THE AUDIT DIVISION ON THE
REAGAN BUSH COMMITTEE, THE REAGAN BUSH COMPLIANCE FUND
AND THE DEMOCRATS FOR REAGAN
—N

Submitted on behals ¢ =zhe a2bove-named Coz=ictcees by

McXenna, Conner & Cuneo
Attorlevs at Law
1575 Zye Streer, N.W.
Washington D. C. 20005

0f Counsal:
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REAGAN BUSH COMMITTEE AND REAGAN
BUSH COMPLIANCE FUND
SUPPLEMENTAL RESPONSE TO FEDERAL SLECTION COMMISSION
INTERIM REPORT OF THE AUDIT DIVISION OF THE
REAGAN BUSH COMMITTEE, THE REAGAN BUSH COMPLIANCE FUND
: AND THE DEMOCRATS FOR REAGAN
it 25 DEVOCRATS FOR REAGAN

The Reagan Bush Committee and the Reagan Bush Compliance

Fund hereby file a supplemental Tesponse to the Federal Election
Commission's Interim Report of the Audit Division of the Reagan

Bush Committee, the Reagan Bush Compliance Fund and the Democrats

for Reagan ‘dated June 18, 1981.
The supplemental materials include che following:

1. Report of Archur Young & Company dated
August 11, 1981; o n

2. Affidavit of Bay Buchanan; and
3. Affidavit of Scect Mackenzie.
is additional information confirms our inicial conclusien
that several Zindings of the audi:z report are incorrect and
should be significantly amended before the Commission adopts its

final reporet. Specifically, this supplemental response demon-

strates the fcllowing:

a. It was appropriate for the R3C =o oifset
tcur reimbursements against cther costs
incurred by the R3C for che Repudlican

Naciecnal Committee ("RNC"). (See Repor:

ci Aschur Vou ., Seczion &;




The Reagan Bush Committee did not realize
a profit from the 1980 general election
campaign tours. (See Report of Archur -
Young & Co., Section C; Affidavit of Bay
3uchanan, Section F, 17). '

The FEC improperly calculated the value of
the assets of the RBC on hand as of
December 4, 1980. (See Report of Arthur
Young & Co., Section D; Affidavit of Seott
Mackenzie, Section G, 913 and 4).

Additional adjustments should be made to
the RBC expenditures reported as of
December 31, 1980. (See Report of Arthur
Young & Co., Section E).
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ARTHUR YOUNG & SSMPaNY
1028 CTNNECTICUT AVENUE, o,
WASHINGTCN, 2.C. 20638

August 11, 1981

Mr, Edward L. Weidenfeld
¥cZXenna, Conner & Cuneo
1575 Eye Street, N.V.
Washiagton, D.C. 20008

Dear Mr. Weidenfeld:

The purpose of this letter is to discuss the preliminary findings
of the procedures you Tequested our firm perform for ¥cKenna,
Conner & Cunec (2s ocutlined ia our engagement letter to you dated
dugust 11, 1981) relating to the Iatesim Audis Report dated

the Federal Election
Commission (FZC) on tke Reagan Bush Committee (RBC), Reagan Bush

Comgliance Fuad and Democrats Zfor Reagan.

The following discussicn of our :iadings:is organized as fcllows:
a. Mcnieé received relating to expenditures made by the
Republican National Cormittee (RNC) ;

C. ZIzcome r:ziized from campaiga tours;
D. 1Iz2crease in value of capital assets;

. ther adjustments for additional expenditures, debts
aacd obligations owed by azd o the RBC, aad voidead
ckecks.

We have act exaxined the fimancial Statexents of the RBC or EANC axd,
accordizgly we dc not reader an cpiaion on such financial statemert
2cr 23C ¢ C. Tue a2mcun=s cited lerein were ehtaizad 2som RBC

sema 20t S @ mw mmmesam -
- - ca .c—’ - - - *

2 TTULIS ZiiiTs. 2 Saive ¢t vzrifia-
SUCa zdcints to the usderlyiag Zccuxmentaticz. Ia additicz, we have
20T discussed our findings wish <he TZC auditers. These discussicns,
as well as tte verificatien Process will taze rlace ia the nexs
skase ¢ our work fo» you.

T Samee - eam

-,
»



RBC records, $2,387,737, Tesulting in net tour costs to the

campaién of $896,941,

TherFeeeiéi Election Commission (FEC) 2uditors, have taken
exception %o the t:eagmeqt of reimbursements in the records of
RBC. Page 11l of the repcrt'states, in pazt:

«es the Audit Staff noted that the
Republican National Committee made seven
expenditures totalling $1,633,293.89 in
conjunction with the tours and applied the
amount to its 2 0.S.C. 441(a) (d) (2) -
limitation. The Audit Stass'g review of the
Reagan Bush Committee records revealed that
§1,613,049.15 of the RNC expenditures were
applied to air charges associated with
presidential %*ours § through 15 and vice
presidential tours 6 through 14. A pro-rata
- share of these expenditures was billed by -
the Reagan 2ush Committee to the news media,
the United States Secret Service ang Reagan
Sush Compliance Fund. The Reacan Bush
Committee obtained $1,138,891.24 in
-reimbursements associated with the
"Repubiican Naticnal Committee's
- expenditures. These reimbursements were
retained and reporteé Sy the Reagan 3ush
Cocmmittee on Schedule A-P Line 2i. As a
Tesult, reported expenditures subject %to the
limitation (2 U©.S.C. 44la (k) (1) (3)) were

_ The FEC auditors have concluded that §1,138,891.24 was erron-

. ecusly included as a zefund or cTebate reducing expenditures

subjeé: to the lirpisasi accoszdingly have added
$1,133,891.24 back to regcrted exzenditures subject to the
limi:é:’c:.

we Rave been provided, ané have reviewed the following F=C

audit working sargers:
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FEC workpaper
reference Descziotion

C4/1l - C4/16 Various schedules and copies of
' ) RBC documents calculating the
amount of tour costs and
teimbursements allocable to RBC
and RNC for V.P. tours 6§-16 and
presidential tours 1-1§.

c2/8, C2/9 Various schedules and copies of
RBC documents relating to tour
costs and amounts paid by RNC.

C3/1, C3/1la, C3/2, Varicus schedules and copies

C3/3, C3/4, C3/4a, of RBC documents supporting

C3/5, C3/5-1, C3/6 the calculation of tour costs

and reimbursements.

In addition we have reviewed the response of the RBC to the
interim audit report submitted by McKenna, Conrner & Cuneo on
behalf of the RBC. We have also discussed the issue with the
Scott Mackenzie, present RBC Treasurer and Roberts 3ass, a fo:me:

R3C employee restonsible for tour finances,

TZC _AUDITOR METEODCLOGY

In orcer to arrive at the amount claimed in their £inding,
the PEC auditors, according to the working papers, performed the
following:

(2) ?2repared a schedule, Sy tour, indicating the
ancunt of air charges paid by the aWNC totalling $1,613,049 (C4/8,

C-‘./'-.é) H

amount of i ilin .,398,18Y (C4/7,

o fmt o

Ci/13);
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ARTHUR YOUNG

\r. ECward L. Weidenfeld

McKRenna, Conner & Cuneo

August 11,
Page two

1981

AS a result of the matters discussed herein, we conclude that the

FEC finding with respect to the monies re
ditures sade by the RNC (Issue A) is inmap

ceived relating to expen-
propriate. In addition,

we conclude that the FEC procedures relating to the remaining issues

(Issues 3-E) were deficient, as described herein,
the validity of such findings must be -questioned.

and, accordingly
We believe

further analysis and recomputation is necessary prior to the RBC

agreeing to these findings as final.

A detailed discussion of each findizg follows.
if you have any questions regarding this report.

- Very truly yours,

ARTHUR YOUNG & COMPANY

. Tenster
Lermer
Duignan

Please let me kancw



SECTION A

Monies received relating to expenditures made by the

Republican National Committee. ($1,138,891.24)

BACKGROUND

Duzing the course of the 1980 Presidential Election
Campaign, fifteen Presidential and eleven Vice Presidential

“tandidate tours were conducted where campaign personnel were

accompanied by United States Seciet Service (USSS) personnel aad

members of the news media. Direct cos:s of these tours included
2ir fare charges (basad upon flat rate per diem rental, plus
aileace and :terminal charges) and ground transportation costs ‘for

the TSSS and media. Ground transportaticn costs for campiign‘

personnel are not relevant to this discuss:ion. A summary of tou:s
C3sts, per the records of the RBC is as follows:

Total air fare costs $ 3,018,675

Total ground costs 266,003
Total tour costs

§ 3,284,678
R ——

Of the total costs of $3,294,678, the Repu:lican Naticnal\‘
Commictee (RNC), in coozdination with the R3C, paig, according to
reccrds, $1,6323,294 of the air fare ccsts. The 33C subse~

the USSS, media and the =RBC Cempliance Fund for

ro-rata sharce cf the “cur costs :ctailing, according o
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(c) Prepared a schedule calculating the'percentago of
total air chazges, by trip, paid for by }BC and RNC, respectively
(C4/6, C4/14); ’ '

() Prepared a schedule showing the amount of air
charge reimbursements ceceived, by tour, totalling $2,281,149
(C4/5, C4/13);

(e) Prepared a schedule showing, by tour, the amount
of total reimbursements for air charges allocable to RNC and RBC, ‘
utilizing the percentages derived in (c) above, times the

-reimbursements dezived in (@) above.k The total tour receipts
" determined t3 be allocable to RNC per this schedule is the
$1,138,891 at issue (C4/4, C4/12). -
It should be noted that amounts for ais cha:ge#, ground
costs and reinbursements per the FEC schedules did not agree to

R8C crepared working papers by $10,445, $39,490 and $106,588

respectively, )
DISCUSSION

The FEC auvditors' principal argument for theis find;ng is
that "... the Comnittee was not entitled tc pavments based on RNC
‘expenéitu:es and that these payments could not reduce Cemmittee

" OJiscussions with R3C Personnel,
‘L' the 3NC was making
in ccecrdination with the 88C, and (2) the

(that otherwise would -=ave Seen paié by RWNC)




ARTEUR YOUNG .
and oflset such amounts against the reimbursements received.
There is no indication in the FEC auditors' report that
consideration was given to whether expenditures were made by the

RBC on behalf of, or instead of, the RNC which were appropriately

offset against the reimbursements received.

ACCOUNTING PRINCIPLES

There are two accounting principle concepts appropriate for

censideraticon in this discussion:

- the concept of offsetting assets against

liabilities;

the concept of proper fizancial Presentation fcr

entities under cemmen, direct, cr indirect

control,

These principles are discussed :in more detail kelow.
CPPSETTING

Prior to a discussion of the concept cf offsettiing, further

analysis of the substance of the transaction a:t issue must be

pecforned.

The agpropriate accounting treatment Zor funds received on

behalf of ancther entity is to record such funds as a

-~'w ?
-

—rsabmame fa el .a.s
. = -Te w -l =

a2 = =
- se'w o eevecen ce

"lizbilities” found at acY/ 1025.19:

>/ American Institute of Certified Pubiic Accountants
Prolessicnal Accounting S:tancdazds.,
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Economic obligations of an enterprise thas
are recognized and measured in conformity
with generally accepted accounting
principles....

AC 1230.028, "Elements of Financial Statements of Business
Enterprises” further defines liabilities as "probable future
sacrifices of economic benefits arising from present obligations
of a particular entity o transfer assets or provide services to

other entities in the future as a result of past transactions or
events.”

Under the argument presented by the FEC auditors that the

$1,138,891 represents reimbursements received by RBC for
disbursements made by RNC, and without considering initially the

Question of offset:ing, generally accepted accounting principles
(GAAP) weuld sugges: the $1,138,891 be recorded as a liability o
the RNC. \ |

Given that GAAD would suggest treatment of these reimburse-

ments as liabilities cf RBC, censideration must next be given to
the appropriateness of offsetting other costs against this

liability %o RNC. The concept of offsetting is described at AC

1027.25. “"Assets and liabilities in the balance sheet shouléd not

be offset unless a legal right of serzoss exists." 1In practice,

the application of this Priaciple normally results in an offses
of acccunts receivable frem and accounts payvable t0 the same

entity since therce ig a esumption that the :zight of setcss
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exists. Clearly, when a principal-agent teleeionehip exists
between‘two entities Qitb the legal right of seﬁct‘ of:setting
eccounts receivatles aqeinst accounts *ayable is the :rete:eble'.V
financial .presentation. 1In relating this acecounting concept to
éﬁe FEC finding, and based on our unde:s.anding that an agency
relationship exists be tween RXS8C and RNC as described to us by
McKenna, Conner & Cuneo, we believe it would be apo:op:iate} in

- fact preferable, to o££set costs incu::ed by the RBC as agent foe

RNC agairst the liebility to RNC for the teimbursements discussed
- w“r‘;above. '

FINANCIAL PRESENTATION FOR COMPANIES UNDER COMMON CONTROL

J?e:hepS«a mo:eﬂfunéanentai concept in evaluating the Fﬁcylf“

o . . : . - |
r "“‘ﬁaudito:‘findings is £0 evaluate the zeporting ent‘ty i.se-..
- 4«Thete‘is“subséantiaiv&iscussion in accounting -iteratu:e on ‘the o
>~ ‘most meaningful Presentation of entities ander c*mmcn control.
o

" The AICPA Statement of ?osition 78-;0, 'Accoua ing Principles ‘and
Reporting Practices £or Certain Nqn-?:ofit‘Organiéations' states,

in pares:

- For a reporting organization that controls
another organization having 2 compatible
‘purpose, it is presumed that combined or
combirning financial statements are more
meaningful than segarate statements and are
usually necessary for a fair Fresentaticn ia
crmTapmi ey ol b

. - - - -
iehePuliod Sadil WL sen=zally zooaegitad

agse ;ﬁ-inc Princigies. Contzel means the
direct or indirect abili Ly to detecmine the
direction of the management anéd policies
tazouch cwnershis, con::ec°‘o: ctherwise.

P
-
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T,

The statement goes on to say:

...combined financial statements should be
presented if (1) control exists ... and (2)
any of the following circumstances exists:

a. Separate entities solicit funds in the
name of and with the expressed or implicit
approval of the reportiag organization, and
substantially all of the funds solicited are
intended by the contributor or are otherwise
required to be transferred to the reporting

organization or used at its discretion or
direction.

b. A reporting organization transfers some
of its resources to anothker separate entity
whose resources are held for the benefit of
- the reporting organization. :

C. A reporting organization assigas
functions to a controlled entity whose
sunding is primarily derived from sources
other tkan public ccntributiens.

Iz the case of the 1980 Presidential Election Campaiga, we

‘understand both the RBC and RNC, as %o its Presidential Election

Tund, were in operation for the same Purpese, made éxpenditu:es
for the saze Purpose, arnd were govérned by the same legal
requiremeats. In addition, iz is cur understanding that an
agreement was reached whereby the R3C and the RNC coordizated the
dispositicn of the RNC's'Presidential Electioanund.

’ Notwithstandirg the separate sTatutory :equi:éments as to
spending limitatioms for thé RBC and RNC, we believe there is
substantial suppert ia GAAP to Sugeest the most meaningful -
pTesectaticz oI the fizazncial results of =:ze reagan Sush Presi-
deztial Zlecticn Campaign weuld be <o ;cmbine the activities of the

wad. Such a ccmbined



Presentation, would, of course, render moot :he issue caised by

the TZC audi:ors.

sﬁmma:v
If the direct or indirec: ability to control existed,

either through a principal-agent relationship, or some other

agreenent, then we believe the FEC audit finding is unaccept-

able. Under any one of several arguments, GAAP suggests *hat the
-offsetting of the :our reinbursements against other costs

incurred by RBC for the RNC, is appropriate,
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SECTION 3
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SECTION C

Income realized from campaign tours ($50,588.48)

SACRGROUND

See Section A to this report for background informatioen
tregarding the presidential and vice presidential tours during the
1980 campaign. As indicated therein, accompanying campaign

‘persoanel on these tours were U. S. Secret Service personnel,

members of the news media ;nd, in some cases Compliance Fund

Percsonnel. RBC billed the USSS, news media and the Compliance
und feor their share of the costs of these tours, including aiz

hazges and g-ound costs. During the pericd of the canpaign, two

different methods were used :5 determine :he 2illing amounts.

Duzing the early part of the campaign, according to R3C
billings were prepared on the basis of 150% of the
first class aizfare for each leg of the tour. This
was intended to cover both air cha:geé and ground cosis,
For later tours, the methcd was changed so that actual costs were

eterzined and allocated on a pro-rata hasis to each- person con
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Tours Method

VP 6-7 150% of Ficst Class Fare
P l=7 150% of First Class Tare
VP 8-=16 Actual
P 8=15 Actual

(VP tours 1 to 5 did not have USSS or nedia accompanyment) .

Page 11 of the FEC auditors' report states "The analysis of
available records supporting the actual cost of services and
facilities made available to the news med;a, Unites States Secret
Service and Ccmpliance Fund personnel disclosed that the Reagan
?ush Committee realized inceme in conjuncticn with the
presidential and vice presidential tours of at least §50,588.48
($1,284,704.10 reimbursements less actual cos: $1,234,115.62)."
ia its response cn behalf of the RBC, McRenna, Conner & Cungo
reject the FEC £findings, stating that "in fact a lass cf more
than §18,000 was incurred on the presidential tours." (Vice
Presidential touss were not ccnsidered as both the 38C and FEC
agree that a loss occusred on these tours.)

In assessing this fiﬁding, we have reviewed the auditors'
working papers C4/1 to C4/16 which calculate the profits (lcsses)
for each of presidential :ours 1 Lo 15 ana vice presiden=ial
tours 6 to 15._

In addition, we have reviewed a working paper prepareé by
RBC personnel in support of the $18,000 loss included in the

R3C's casgonse.




METHODOLOGY USED
Recapping t:erggsence of the two calculations:

RBC . FEC

Total plane costs $2,045,772 $1,002,718
Total ground costs 205,442 170,590

Total presidential tour cost 2,251,214 1,173,308

Less: >Plane costs allocable
to R8C (493,434 (248,403)

Amount subject %o :eimbu:sement 1,757,780 924,905
Amount reimbursed (1,739,351) (__991,815)"
("Profit®) "Loss" $ 18,429 (S_(66,910)

e ——————

-FEC
See Section A for methodology used By FEC auditors, items (a) to
Thg sane methodology was used ia :ais finding. 1Ia addition:

(a) Working papers C4/4 and Ci/12 show the amoun: of air charge
reimbursements raceived allocable to RNC and RBC based upon
the percentage of air charges actually paid by each entity;

(b) Working papers C4/3 and C4/11 calculate the total costs of
tours to RSC consisting of allocated aizfare Plus ground
costs (billed and unbilled):

Wb:king papers C4/2 and C4/10 calculate the ne:t cost of
tours to R3C by subtracting the amounts calculated in item
(2) from the amounts calculated in item (o) o

Werking sapers C4/1 and C4/9 calculate the "profis (loss)"
by (a) allocating- the total air charges de-ermined to have
tSeen paid by R3C (C4/6), based on the percentage of
campaign committee perscnnel on the tour, ané (k)
subtracting the net 2ost of the tour ts R2C caliculatad in

‘- - ooy
e/ P vawiev T,




The result is as follows:
"Profit” on presidential tours $ 66,910

"Loss” on vice presidential tours (16,322)

Net "profit” $ 50,588

-=RBC

* The schedule prepared by RBC in response to the auditors'

€inding does the following:

(a)} From total tour costs (Presidential ours only) are
subtracted tour reimbursements leaving an excess of costs
over reianbursements totalling $S11,863. :

Total air charges were allccated based on the Percentage of
RBC personnel on each tour (same percentages as used by
FEC). This "pro-rata" amount was subtracted from the
$511,863 above, resulting in actual costs over pro=-rata
costs of s18,429.

\

It appears the difference between the RIBC and FEC calculatiens
result principally from:

=~ The FEC calculation alocated a portion of
total costs and total reimbursements to the
RNC, while the RBC calculation is based orn

tour costs in total, and reimbursements in
total.

Differances hetween REC and FTC amounts

relating to ground costs ($205,442 vs-
$170,590) and reimbursements ($28,892).

DISCISSICN

The same issue is involved here as was involved in Section

=enc the moaign activizies
RNC or evaluate them in coniunction. We beliave

€0 centzel exists as discussed
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in Section A, that the most appropriate way to evaluate the

'pfotitability' of tours is tc examine the result in the

aggregate as the RBC has done.




SECTION D

The FEC audit report recommends that RBC increase by
$46,617.93 the valuation of capital assets as of December 4, 1980

and as a result reduce expenditures subject . to the limitation by
this amoun.t.y

SACRGROUND -

The FEC auditors have identified (Attachmen:t I to the
Interim Auéit Report) certain capital assets (primarily photo-
Ecpy, wezd processing, and audic-visual equipment) allegedly
owned by. the aéc at December 4, 1980, but not reported by tﬁe RsC
in the Analysis of Net Outstanding Qualified Camzaign =xpendi-
tures report filed as of that date. The auditors have assigned a

c market value of $46,617.93 to these assets, and recommend
the Committee increase the valuation of capital assets by
amount., The Comnittee contends that the auditors' :ecommen;r

dation is inproper because: (1) certain of the assets were no
longer RSC property as of December 4, 1980; and (2) an impreper

method was used to assign a valuation o these assets.

Te

It should be ncted that any downward adjustment in shi
Sinding would result in an increase in exgendituras subjecs
o the limitation.

>




SEnran -
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FEC MESTHODOLOGY

We have examined copies of FEC audit work papers ES/1
through ES/4-C, D8/22.1 and D8/22.2, which are used by the audi-
tors to support their recommendation. A schedule of capital
assets on hand at December 4, 1980 (ES/2) was prepared by the
auditors based upon Committee records of purchases made. Accunu-~
lated depreciation was calculated on a straight-line basis with
an eight-year life assumed for all items. The fair market value

_Oof $46,617.93 was determined by subtracting the accumulated

depreciation for two years from the puzchase price of the assets

;dentified 2s on hand a£ December 4, 1980¢.

DISCUSSION

We could not determine, based on ocur review of *he F=C
working papers, the f£ollowing:
° whether a physical inventcry was conducted;
° the RBC records used to compile the lis: of capital
assets on hand:
the procedures performed to determine the ccmpleteness
of the schedule cof assets on hand;
the procedures performed %o relate the valuatien
itcre lcost, less Lwn vearss
epreciation based cn an eight az
to subseguent realizatien in cash ugo

dispositicn,
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SECTION =

Additional adjustments should be made io the expenditures

reported as of December 31, 1980:

Additional expenditures from
January 1, 1981 through March
26, 1981 subject to limitation $270,431.52

Debts and obligations owed by «
RBC at March 26, 1981 75,393.79 &/

Voided checks (15,438.18)~/

Debts and obligations owed o :
XBC at Mazch 26, 1981 (29,208.09)

e ———————

$301,179.04

BACRGROGND

The auditors used December 31, 1980 as the cut-off date for
their procedures. The adjustments weze made for the purpcse cof
determining total expenditures subject to the statutory

linitaticn as cf March 26, 19381.

It should be ncted that anv dewnwarad adjustment ts these

Sindings would resul: in an incrzease in expenditures
stbject te the limitatien.

F




METHODOLOGY

Additional expenditures from sanuarvy 1, 1981 through

March 26, 1981 subject tc limitation - §270,431.52

The FEC auditors' working papers (£ 4/1, E 6/7-0) indicate

that the calculation of additional expenditures of $270,732.52

for the period was done by

° totaling the amount of checks recorded
in the check register from January 1,
1981 to March 26, 1981 (2 6/12) $1,371,421.50

subtracting payments to :he Internal

Revenue Service which were not subject

to statutory limitations (S-6/7-0) (105,000.00)

subtracting receipts and

reinbursenments (2-4/1.2) (995,989.98)

3 570‘4§I.§:

e t——_—

We found no evidence in the working papers to indicate whether

the auditcrs reviewed incdividual expenditures to determine

whether they were compliance related and should have been chazged

to the Compliance Fund.

Debts and oblications owed v RBC at March 26, 1981 -
$75,393.79

The F=C éuditors working papers (=

ancunt was determined by:

o totaling the amount of checks recorded

in check stubs from March 27, 1981 %o
Mazch 31, 1581 (2-6/12) $10,76%.58

R e s . ie e
Cos S2,xL.2 a2 o Apsil i

ovided S¥ R3C (2-6/10.1)

64,628.2)
§75,393.79

e —————
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As in the case of expenditures discussed above, we found no
evidence to indicate whether the.auditors reviewed individual
item expendiéu:es to'dete:mine whether they were compliance
:glatad. ‘We also found no evidence that the auditors had taken

steps to determine whether all unpaid invoices had been recorded.

Voiled Checks - $15,438.18

The FEC auditors' working papers (2-6/7-0.1) showed that

the anount was calculated by preparing a schedule listing the
- check numbers and amounts of checks which were indicated as

having been voided. The ﬁo:kiné papers did not indicate the
source from which this data was obtained. There is no indication
that (1) the check register was examined to ensu:é that all’
voided checks had been recorded on the schedule or that (2)
voided checks had been examined.

Debts aﬁd oblications owed to RBC at March 26, 1981 -

s28,%08.299 ==

The FEC auditcrs' working papers (= 4/1-2) indicate tha%
the amount was calculated by examining the £ollicwing =3C
schedules:

©  Tour receivables (Z-4/4) $12,862.09

o Expected refunds (=-4/4)
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We found no evidence tha: the FEC auditors' traced the

amounts in the.schedules to the source documents. We also found
no evidence that the auditors examined cash receipts subseguent
to March 26, 1981 to determine whether (1) all receivables had

been recorded as of that date and (2) receivables tecdrded were

at the prcper amounts.




AFFPIDAVIT

8ay Buchanan, being duly sworn, deposgs and states as
follows:

l. From its inception to January , 1981, I was Treasurer
of the Reagan Bush Committee ("RBC"). In that capacity, I was
Chief Financial Officer and responsible for those duties
Prescribed by law for the Tzeasurer of a political campaign
committee. [See 2 U.S.C. §§ 432 and 434.]

2. The purpose of this affidavit is to respond to two

major issues raised in the FEC's interim audit report of the RBC;

E;S;r funds t:ansferied between RBC and the Republican Naticnal
Committee ("RNC") and funds expended for compliance activities.
3. The Reagan Bush Committee was the principal federal
campaign committee of Ronald Reagan, the Republican presidential
nominee for the 1980 general election. By law, R3C was*
authorized to spend $29,440,000 in the 1980 general election
campaign. As the National Committee of the Republican party, the

RNC was authorized to expend approximately $4,700,000 on behalf

of the presidential nominee.

4. With respect to the transfer arrancement between RBC

and the RNC, at the outset of the 1980 presidential campaign the

Ceommittees made a commitment to spené the legally sermissiktle

k2 TroTote =} the nominee 2% £hs Zepuiniisan
ign expenditures, it wasg

the RNC wculd assume responsibilit

R38C during tze campaicn. To chis

invoices received by RBC were

Ctiy %0 e airs




6. RBC billed the Paying passengers, p;imarily secret
service and the press, for their Pro rata share of the trans-
portation costs. RBC also obtained the reimbursements from these
passengers. These funds were retained by RBC and used to offset
RBC expenses that otherwise would have been paid by the RNC.

7. The Reagan Bush Committee did not realize a profit
from the campaign tours. During the general election, daily
records were maintained as to the actual expenses incurred by the

press and secret service and a great effort was executed to

ensure that these parties were accurately and equitably billed. '
A final review at the end of the campaign clearly indicates that %
these parties were not overcharged as actual tour costs incurred ;

by the campaign exceeded tour reimbursements,

8. ©COn April 1, 1581, RBC filed an amended report. 1In

that amendment, the RBC deleted $748,163.16 in Previously

reported refunds and $748,163.16 in previously reported operating;
expenses. These amounts were then attributed to the RNC to §

account for various campaign costs incurred by the RBC on behalf

i
{
i
|
i

of the RNC. This amendment accurately reflects the underlying

transactions between the Committees. §
9. RBC acted as :the RNC's agent in managing ’NC's

campaign expenditures in the manner discussed abeve. RNC, in the:

zole of the princisal, raised funds and Paid expenses of the 22C,

its agensz, with the ’NC itimately retaining tiae Power to control

Jow ans where its funds wouid be spens:.
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14. With respect to all of the matters discussed above,

as the Treasurer of RBC I used my best efforts to obtain,

maintain and submit all the information required by the Act for a!

political committee.

LI P X

X Buchanan

Subscribed and sworn to before me :this U - day of

L é.ﬁv..z: , 1981,
o - / Fg T
Notary Publ € &.2,

v/
. My Commission Expires: daseeene [ /175
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AFFIDAVIT

Scott Mackenzie, bcin; duly swora, deposes and stactes is
follows:

1. Since January 1981, I have been Treasurer of The
Reagan Bush Committee (RBC'). Prior to that time I was Assistant
Treasurer, primarily responsidble for all accounting and reporting
functions of the RBC.

<. The purpose of this affidavit is to Tespond to a
proposed finding in the FEC's interim audit report that the RBC
should report an increase in value of $46,617.93 in its capital
assecs.

3. Many of the capital assets included in the proposed
"increase in value" finding were scld and a0 longer REC proper:y
or unaccounted for as of Decexber 4, 1980, the date of the FEC's
Analysis of Net Jutstanding Qualified Cazpaign Sxpencitures.

4. To the best cf =y kncwiedge, the only assets lister
Attachment I tc the interiz audit repor: which were con hané as ¢
Decezber 4., 1980 are the follewing:

Xerox zachine (Model 2400);

3.
b. Pitney 3owes Copier:

¢. Pitney Sowes Mail Opener;
Pitney Bowes Postage Machine (5600);

So?y Viceo Recording System (subsequently
sold);

JVC 3/4 Vicec Flayer (subseguenzly scld);

Machine (5¢0CR).

. —— : . e o !
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' FEDERAL ELECTION COMMISSION
WASHINCTON . D.C. 20463

August 4, 1981

Edward L. Weidenfeld, Esq.
Counsel

REAGAN/BUSH COMMITTEE
1575 Eye Street, N.W..
Washington, D.C. 20008

Letter to the Chairman,
FEC dated July 20, 1981.
Subject: Interim Audit
Report of the Reagan/Bush
Committee, Reagan/Bush
Compliance Fund and
Democzats for Reagan

Dear Mr. Weidenfeld:

This will respond to your abocve-~referenced letter as
supplemented by yvour letter of July 21, 1981, in which vou
recuested: 1] a stay of further Commission action; 2) an
cpportunity to supplement the July 20, 1981 response of the
Reagan/3Bush Cormmittee ("Committee") to the interim audis
report; and 3) a hearing before the Commission.

Commission findings with respect to violations of statutes
and regulaticns over which the Commission has jurisdiction
are governed by 2 U.S.C. §437g and 11 C.F.R. Part 1l1l. The .
Commission's authority to make repayment determinations with
respect to publicly-financed general election candidates is
found at 26 U.S.C. §9007(b). Subsecticn 9007.2(c) provides
the canéidate with an opportunity to dispute the Ccmmission's
'initial repayment determination, while subsection 9007.2(4)
rrovides the Ccrmission will consider any written legal or
factual materials sukmitted by the candidate Ltelore nmaxking
its £inal éetermination. A final Commission determination
is reviewakle pursuant to 26 U.S.C. §901l(a).
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Edward L. Weicdenfeld, Esq.

Aucust 4, 1981
Page Two

not reguired by statute or zegulation, the issuance of an
interim audit repcr:t and the opportunity to resgond to such
report are among several informal steps in the audit process.
As a part of the process, they must be viewed in light of the
entrance and exit conferences, the audit fieldwork and the
general availability of the audit staff to answer questions

and to provide relevant documents both during and after the
audit fieldwork. )

It has been Commission practice to allow committees of
publicly-financed candidates a period of 30-days from receipt
of an interim report to submit responses to matters contained
in the report. Such responses are reviewed by the Audit
Division prior to making any reccmmendations to the Commission,
and are considered by the Commission before voting on the
contents of the final audit report. While the Commission has
not granted any extensions of time in which to submit responses
to in@erim audit reports in the 1980 election cycle, the
audit staff has continued to accept supplementary materials

to such resoonses during-the process cf p'epa*znc a recommended
final report to the Commission.

Whereas additicnal materials are always accested, I am
sure vou can appreciate that at some point their considera-
tion must be cut 02f for the purposes of issuing a final
audit repo-.. Where the materials inveolve a repayvment
determination, however, thev are considered pursuant to
11 C.7.R. §9007.2, discussed above. Moreover, to date
Commission practice has provicded for addéenda +o the Zinal
avéis :e:cr* being nmade a part of the public record.

In your letter, ycu requested an opportunity to supple-

ment the Ccrmittee's response of July 20, 1981. Consistent
with the abcve explanation of the audit zrccess, the Commission
has decided to grant an extension of time until Aucust 11, 1981
for the Cormittee to submit materials supplementing its
response to the interim audit report. As noted above, the
Audit Divisicn will review any suppl-mentary materials
su-ﬂ' zed befcre August 11, 1981 prior to making its recom-
mendazions to the Commissicn; ané the Commission will consider
i Ccmm--tee' reponse, as su*o’enented, belcore ceciding on
the the final audit repors
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Eéward L. Weidenleld, Esg. August 4, 1981
Page Three ‘

violation of the Federal Election Campaign Act of 1971,

as amended ("the Act") or of Chapter 95 of the Internal
Revenue Code, the Act and Ccmmission regulations provicde

the Committee with appropriate preccedural safeguards.
Moreover, the Audit Divisicn has yet to make a recommenda-
tion for repayment. The figure of $1,583,755.01 on pace 18

of the interim report to which your letter refers represents _
‘a preliminary calculation and should not be interpreted as -
a Commission determination. The Commission  has yet to

make any repavment determinations with respect to the
Committee.

+ should also be pointed out that an initial repayment
édetermination under 1l C.F.R. §9007.2 need not be contained
in a final audit report. .Where a potential repayment involves
issues that have nct been resolved to the Commission's satis-
faction and where a sufficient record has yet to be developed,
a repayment determination based on such issues may not be
contained in the final audit report. '

As previcusly indicated, repayment determinations of

the Commission are not always ccntained in the final audit
repert. Regardless of the timing of the repayment determina-
tion, however, the prccecural safeguards ¢£ 1l C.T.R. §9007.2

ttach only when the Cocmmission makes such a determination.
Inasmuckh as the Ccmnissicn has macde no repavment determination
wish respect to the Committee, vour reguest foxr a hearing at
chis time is premature.

The Cormission weculd like to address
recuest £or the underlying record o the
report. The Ccmmittee was provided witl
report on June 18, 1981, Orn July 7, 1881,
recuested an extensicn of time in which to submit its reswvense.
The Committee, on this same date, also made a. recguest under
the Treedem of Information Act ("FOIA") for certain documents
relating to the f£indings and recommendaticns of the Audit
Divisicn as contained in the interim regor+. The documents
recuestec were proviied to the Ccmmittee cn July 17, 1881,

5
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Edward L. Weidenfeld, Esg. »  August 4, 1981
Page Four

the Committee's own recozds or documents already provided
to the Committee by the Audit stafe prior to the Committee's
FOIA reguest. It should also be pointed out that the issues
contained in the interim audit report were discussed with

Committee representatives at the exit conference of March 27,
lo981l.

To summarize the Commission's response to the requests
contained in your letter: (1) the Commission will allow
the Committee until August 11, 1981 to submit supplemental
materials/infermation in response to the interim audit '
report; (2) the Commissicn will consider all materials sub-
mitted prior to the above Qate before making its decision
with respect to the contents of the final audit report;
and (3) the Commission considers the Cormittee's request
focr a hearing to be premature, given the statutory and
regulatory provisions cited above.

IZ vou have any questions, Please direct them to’
M. Daniel J. Blessington in the Commission's Office of
General Ccunsel at 523-4529.

JChn Warren McGarcv,
Chairman




vaw Oriices ‘ EITTR 2 v a———

BRI .

: v MEKENNA, CONNER & CUuNED . ‘

"us.g aageny. .0 EBNe00 4020008 1878 CYC STREET. M W. o BmEY BELLLON 902 ST

tearor s surecas oot o aesesve WASHINGTON. B. €. 20008 ' $a0607 4 sunte wpip-are:

[ 1 C (L ¥ [ LAt 8. mal%eay\* -

wgnags 9. t;ut wigeely 4. weanPagwes 202) 789-7300 100uad v ALl ®gnagy V. L oastete

SI0VLY o. §0EL Puan OOwg w. mptalbBuAe 20 & a0bm Catgtng 8 afiorftLde

"hi0e 8 QUTILErLLD i b weagnne casLg 8: meng A00LET 6. 0abas onev, 4 12¢ -
,‘ » 5. C0nnte Lang | sevly d 0erugnd 0. bagome JOmu 7 \Leh 400

o0 & Counee Crants o 0 Couuen. B TELER (TWE! 910-822- 0100 Rovetrs sotcace oty
[ . . . 5C0E w.

s ecren Yons § PacuTen TeLEcOmER eR) T89-780e Sevie 3 sepune 200¢57 & vebous
€.0%nutt BELS Taguag L. aTVEN VEYOR PaUme JOOLOu ¥ (Ywsed. e
naLd J. a'lv“' AA0Qu ©. MECre Jomp & CagonY & STEVEe wewudove
sowaguet 4. ¢ Baru@ud 5.L. Puincan Sang & Cayltnny, wlne B un\Lhe
ayoug L.Ln8 .“ -o.-u-.luo.l:o ) . . ) O™ P COOM D 0Enas® 6. LVEO
“geeest \. n-u “ignags SORTL! . JOun 4. COUOY Taguay €. FesgOn
SCHang & finae st 9. SCwanaTIe TWENTY-C10nTH 7LO0A 2008 ¢ Bowse 0000000 4. SQNSmEse
Says Priving «sovey . Sugesee naty € BLLongve SOUBLAD 8. Bomy '8 D0
& meguatt *rTaves L O0UCE $9¢ISERY 3428 wiLSuiag SOULEWARD nABECh Dusnan Eatu ®. 8880
BCuen@ . 1L Y¢ mu:.-.a. .u-“... LOS ANGELLS, CALIPORNIA OO0 naguct w. fanegy, S0TY00 BiBee
PO a. PRALICHS angy 0. warteg JO0LPE Gatare A0TRUS 7. SNBEPESLD
€. HOweTY Saagtas TOmND 1. 9L ITLD 1213 284-3600 - 308-930 CYM'S o Glanane Sa8a 4. Surtne
JOuES & GAISREE ACenttn w. wENETE Samg o S8awte wagiyn ¢.8TELOE
aLLN §.09¢En * L8 4. WEMETE 00Ee? C.68868 JLPPALY C. S10ERe
wgnal) 0. 60300000 BUEL g 1980 MiILLS TOWEN OOnaLD 6. M PITue B4 ST TNEe
£.5anDE080m 0L Somgy ». wLifas GLONEL 7. nEmmgware SONME a. SulL wan
J0C 6. 20LLNEIN0NTR CHamCS €. TOReLAd 220 BUSH SYRCLY : 200¢0" . woBne CUIMS wamene
1808 0. aCu SAN FRANCISCO, CALITORNIA $610e ::“-‘.'- wescy 5-0'::'; vou o

- 1919) 433-0040 “ignatl 1. damen FOOLEY u. wasuane
cowets T. ..

COuanD Lagatne ML0L8Y u SO . STLONEW O. amgnt ourse & weg

abteY , sgCvey wal SOLOEne Atualin L. s0uL0e REg L. *OnIBee

AV G ML BAnTONe JOCL P SLDD walts . aNCISES Stan & TWEEe
SROT MBI W 0.8.

WRITER'S DIRCCT BIaL NUMBER

aca vee- 7640
July 30, 1981

- BAND DELIVERED
~. ‘ .
L TCIa OZlicer :
. Tecderal Electicn Cocmmission

-~ 1323 K Screet, N.W.

washingten, D. C. 20463

Re: Treedem of InScrmacion Act Recuest

P Deer Macdam or Sir:
. Pursuant t¢ the F’eeacm b In-orﬂat-cﬂ Act, 5 U.S.C. § 35352,

as amended, and the regulations appearing at 11 C...R Part 4,
<

. recuest is hereby made on behalf of The Reagan 3ush Conzittee and
. The Reagan Bush Corplzeﬂce Fund for disclesure and production for
inspection and ccpying of the document desc*xaed below:

FEC report prepared by Arthur Andersen & Co.
refarenced in Ccommission Memecrancdum No. 820
dzcted March 21, 1¢80.

-

Responsive documents are requestadé tc be preduced in their
enzirecy, including all attzchmen:s, enclcsu*es, and exhibits.
In the event that it is determinesd that a document ccntai:ns
material or informaticm which falls within the statutory exempticns
e mandateory disclosure, iz is exprassl ecu e='ac shat such
maTeroal oY wnicrmaticn e reviezwed Ior posad discreczicrnar:
éisciosure. Similazriy, in the event that it i -e--:m;nec that a
dzcument centains material ¢y information which Zalls within the
statuscrr exempiicnms to mandatory cdiscleosure, It ls expressiy




Law SFnIcESe

LENNA, ConnER & Cunee

TOIA OZZicer
July 30, 1981
Page Twe

requested that, in accordance with the provisioms of 5 U.S.C.
§ 552(b), any and all reascnably segregable portions ef such
docunent be produced.

In the event that it is determined that your agency hasﬁﬁo
documents. responsive to any individual request item (or portion
therecf), written confirmation of such fact is specificalily
reguested.

This request constitutes notice of demand for procduction
of the above-described document for purposes of inspection and
cepying. If for any reason it is determined that any document
or portion thereci will not be macde available to the undersigned,
>~ that this reguest will not, in whole or in part, be complied
prempt notice of any action taken is solicited. 1Ia additiom,
specifically requested that any document or portion thereof
will not be procuced Zcr inspection or ccpying be individually
€ andé described, anc the basis for nonprocuctien explained
.to both the statutory authority Zcr and the Zfactuel
ices relied upen in the cdetermination :to withhold access.

‘et g
n

® »-,
Nt o

he,
[N

(LA

m ¢t 330

G

nog s 0
3

m[l;ﬂll
0
[

192 0
3

"
(
[T, 3}

o

')
v

4
2

-
-

gned heredby agree uni States alil

urrec uncer applic the sezrxch

icn of the recuested & use of the

the cdeccument ic i cested that
to the tix 1 e 5 U.Ss.C.

g

O

‘0

'Y
WO M

N

.

I3
.

<
-
-~
> -
crem &
-
<
ce
-

-
s
-

B UL L

Lt M
t
}-'m
~ b 3

wntd

SifMterely vecurs,




FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20463

July 30, 1981

CERTITIED MAIL
RETURN RECEIPT REQUESTED

Edwazd L. Weidenfeld, Esgq.
McKeana, Coaner and Cuneo
1575 Eye Street, N.W.
Washiagton, D.C. 20005

Dear Mr. Weidenfeld:

This will acknowledge receipt of your Treedom of Information
Act Tequests dated July 17, 20 and 29, 1981, made in behalf of the
Reazan 3ush Committee and the Reagan Bush Cozpliance Fuad.

We anticipate that, during the week of August 3, 1981 we wi
% to search our files for the records yecu have demanded. Wwe
» 0f course, neotify you as soon as reccrds are availadle for
ection and copring. ) g

Se
wi
i-

4
-
-
-
-
k4

Fred S. Eiland
Freedon of Inforzaczion
Officer
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FOIA Officer

Federal Election Commissicn
1325 K Street, N.W.
Washingten, D. C. 204¢€3

zticn ACt Recuest

Dear Madam or Si

Pursuant to the Freedom of Informaticn
as amencded, and the regulaticns zppearing
request is hereby macde cn behall oz
the Reageﬂ 3ush Compliance Fund for di

inspection and copying of the documents desc
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All agency reccrds se:t;ﬂg forch the standards applied
uum-SS’On and ics s*a“ in renderiﬁq ce -m inations thas

cua; made a ccntridbutien in violari £ 2 U.S.C. § L&la
né 11 C.F.R. § 110.2(aX(1).
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« AW efncgi

MEKENNA, CONNER & WLUNED

G.

Any agency policies, prcncuncements, rules or

ide

l-ues which indicace that a contribution, as defined in 2 U.S.C.

§ aB‘(S)(A)(i), is nct made when an individual

~on behalf of a pol-:lca
~re.mou sement.

incurs
cormittee ‘and receives a subsequent

expens

Responsive documents are requested to be droduced in their
en:i-eey, including all attachments, enclosures, and exhibits.

Ia the event thea:

éisclosure.
éccument
statusoTy

Similarly,

L
toeﬂ- 'y

it is determined

that a document contains
material or infermation wnich £alls withia the statutory exemptions
tc mandatory disclosure, it is expressly requested that such

mzterial or information be reviewed for pessible discretionary

in the event that it is determined that a
contains material

cr information which falls within the

exemptions to mandatcry disclosure, it is expressly
in accordance wich the provisicms of 5 U.S.C.

any and all *easceao‘v segregable pecrtions of such docu-

be procuced.
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Cammants on the Letter of July 20, 1981
from Edward L. Weidenfeld to the Chairman
the Interim Audit Report of
the Reagan Bush Committee

CERTIFICATION

I, Lena L. Stafford, Recording Secretary for the Federal
Election Cammission meeting on July 28, 1981, do hereby certify
that the Commission took the following actions with regard to the
above-capticned matter: .

1. Decided in a vote of 6-0 to direct the
Office of General Counsel to respond to
the letter from Edward L. Weidenfeld
dated July 20, 1981, stating therein that
the Commission would grant a two-week
period from the meeting date, July 28,
1981, to the Reagan Bush Camittee to
submit materials concerning the Interim
Andit Report.

Decided in a vote of 6-0 that in the
notification to Mr. Weidenfeld, the
Office of General Counsel also include
therein a discussion of the procedural
safeguards included in the Commission's
regqulaticns.

Camissioners Aikens, Harris, McGarry, Reiche, Thamscn, and
Tiernan voted affirmatively in both matters. '

Attest:
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WRITER'S DINCST DIAL NUMBER
1zca 7ee- 7640
HAND DELIVERED

Re: TFreedom of Information Act Recues-
Dear Mzdam or Sir:

Pursuant to the Freedon of Information act, 5 U.S.C. §
532, as amended, and cthe regulations agpearing ac i1 C.F.2.
D ’.
YTt &,

Tequest 1s hereby made on behalf of The Reagan Bush

Commizctee and The Reagan Bush Compliance Fund for discicsure
and production for inspection and copying of the documents

cescribed below:

1. All agency records setting
stantive standards applied by the

izs stefs

forth the sub-
Commissicn zand
in rendering Tepayment determinations

gursuaat to 26 U.S.C. § 9007(:) and 11 C.7.R. §
9007.2.

~ 2. ALl agency records setting forch any policy,
Tules, or gzuidelines fcilewed Sy the Commission and
izs stafi in implementing the provisions of 2 J.g.¢C.
§ 24lz 208 235 U¢ 2. TEOPINL amd oot

3 ALl ag Tds setting Sorth anv goiicy,

rules, procacy widelines fcr the ‘evelepmens
S the Ceommis s s2aif of substantive inrces-
Sretecicns of 2iins 02 2 U.S.C. § <ala anc
28 U.S.C. 3% 227 (L.
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4. All agency records setting forth any substan-
tive interpretations by the Commission or its staff

of cthe provisions of 2°U.S.C. § 44la and 26 U.S.C.
§§ 9004 and 9007(b).

5. All agency records setting forth the circum-
stances and considerations underlying the develop-
ment and promulgaticn of the regulations appearing
at 11 C.F.R. Parts 9004 and 9007.

6. All agency records setting forth any policy,
rules, procedures, or guidelines for the development
by the Commission or its staff of substantive inter-

pretations of the regulations appearing at 11 C.F.R.
Parts 9004 and 9007. ’

7. All agency records setting forth any substan-
tive interpretations by the Cormissicn or its staff
of the regulaticns appearing at 11 C.F.R. Parcs
€604 and 3007.

Res
chelir en

s Cna

ponsive documents are requested to be produced in
tirety, including all attachments, enclesures, and

exdibits. 1In the event that it is determined chat a document
Scntains material cor infermation which falls within the statu-
sory exemptions to mandatory disclosure, it is expressly re-
quested that such material or informaticn bte reviewed for possi-
ble discreticnary disclcsure. Similarly, in the event that it
is cetermined that a document contains material or informatrion

~whlich falls within the statutory exemptions to mandatory dis-
closure, it is expressly requested that, in accordance with the
previsions of 5 U.S.C. § 552(b), any and all reascnably segre-
gsatle portions of such document be preduced.
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with, prompt notice of any action taken is solicited. 1In
addition, it is specifically requested that any document or
pertion thereof which will not be produced for inspection
or copying be individually identified and described, and
the basis for nonproduction explained by reference to both
the statutory authority for and the factual circumstances
relied upon in the determination to withhold access.

The undersigned hereby agrees to pay the United States
all direct costs incurred under applicable regulations in
the search for and duplication of the requested documents.
Because of the urgent need for the documents described above,
it is requested that your agency adhere to the zime limita-
tions set forth at 5 U.S.C. § 552(a)(6)(A) in responding to
this request.

Sincerely yours,

7
tdward L. leiden?
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July 20, 1981

WRITER'S DIRECT DIAL NUMBER

aon ree- 7640

Hon. Joan W. McGazry EAND DELIVERED
Crairman, Federal Election J N

Coamission
1325 X Screec, N.W.
ashingten, D.C. 20463

ve

w

Re: Interim Audit Reporz of the Reagan Bush
Conmittee, Reagan 3ush Compliance Tund,
and Dezccrats for Reagan

hagirman:

In accecrdance with the request dy Mz, Cecsta of vour staif,
the Reagan Bush Cotmittee and the Reagan 3Bush Ccmpliance Tund
(nereinaiter, the Committee) have filed this date a response to
cthe interia Ifindings and reccmmendaticns prepared by the Commis-
sion's audit staff. Tor the reasons discussed below, the Commit-

~tee objects to certain actions taken by the Commission which
mave seriously and improperly impaired the Commicttee's ability
o respendé to the matters raised in the interiz report. The
Cezmizta2e reguests that the Commissicn stay any further action
20 the inzeriz repor: until the Commitczee nRas Seen accerded a
et

Sell 2adé croper cPporTunity to Se heard.
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Coumittee be required to repay to the United States Treasury a
total of The issues are thus substantial in
inancial terms and for their potential impact upon the per-
sonal reputations of the individuals involved in this campaign.
The Committee's response to the interim report clearly demon-
strates that the findings and recommendations of the Commission's
audit staff are defective in fact and in law. It is equally
clear, however, that the Committee's ability to respond fully to
some of the matters raised in the interim report has been un
fairly and improperly restricted. o

It is our understanding that the interim report and the
Committee's response will form the basis upon which the Commis-
sion will make a final determination as to the existence of any
violations of law and the requirement of any repayment of funds.’
See 11 C.F.R. Part 9007. Upon the particular facts of this case,

"such a procedure plainly 'is inadequate, and fails to protec: the
. legitimate rights and interests of the Committee.

The Ccmmittee's abilicy to :espoﬁd £ully to the interinm

Zindings and recommendations necessarily is affected by, (i) the
availabilicy of full access to the factual record underlying the
interin repcrt, (ii) the opportunity to test the particular facts
and analysis relied upon by the audit staff in preparing the in-
teriz repors, and (iii) cthe availability of sufficient time to
analyce the record and the interim report and prepare a response
tc disputed factual matters and issues of law.

The interin report merely reflects the conclusions of the
Cemmission's auvdit staff as to certain Iinancial transactionms. ,
It does not identify all of the individual documents, interviews,
and other sources of information relied upon by the audit stafgf,
cr provide a detailed explanation of the audit techaniques and
accouncing metheds employved in reaching the disputed conclusions.
Moreover, the proceduTes apparently contemplated by the Commission
in chis =matzer effectively insulate the audi:c stail ancd their
$indings and reccmmendaticns Irom any ferm of particularized
scruziny. Tinally, to =marshal the facts peztinent to the parti-
cular zmatters raised in the report reguires the review ané analy-
sis of chousands of pages oI financial records and the Interview

o . : . e .
- - .. setmm ccmemny ‘wmeem®oeind Ja e
‘. - wehas em wieT cimmm T ewws mcrwm acwwaed - (R — Y

! TSOWET S LIV - e
Sazpaign. (It is our undersctanding that, iIn contrTast te the
thizty (30) days alliowec the Cotmittee, zhe audi: and analysis

v the Commissicn's stail required several zonths o ccmplece,
a fair incdication, perhaps, ¢f che magnitucde oI the task.) The

Coz=miztee thus has Tean Zcrced to prepare its Tesgense o the
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McGarry

sevious ail egations contained in the .n:erim :eport in an un-
reasonably short period of time without full and equal access
to the record or any meaningful oppo::unity to test the analy-

sis and conclusions of the audit staff.

By lett

ers dated July 6, 1981, the Coumittee sought access

under the Freedom of Information Acc to the documentary record
underlying the interim report, and, pursuant to 11 C.F.R. §
9007.2(c), requested a thirty (30) day extension of the time
within which to respond to the Teport. By telephone conversa-
tion on July 13, 1981, the Committee's application for extemsion -
of time was denied and the Commission's deadline for the Commit-
_tee's response remained Monday, July 20, 198l. - None of the =
. . materials responsive to the Committee's disclosu'e Tequest were
- received until the close of business, Friday, July 17. 1In light -
the breadth and eompletity of the financial transactions sub-
jeect to the Commission's audit, it cannct be said chat the Com- .
-mittee has been g-ven a £ull and fair oppor uni*y to res:ond to

‘the- allegations of statutory violaticems.

 COT

,; -of

As the

. ghe inzeria

‘presently is able to provide u »der ch

zatter aow sctands, the record. be‘o*e tne“Commiss-onﬁnu Ca
ists ¢f = o

the untzied and untested allegatioms sez.lorth in -
reporz and such response thereco as the Commitctee

b -

the above-descrited cons:*aints,:

- The Cocmittee believes cthat the response filed today clearly
demcrstrates the defects in the interim report. Neversh

v-heless, it

+is equally clear that =o proceed :ta anfinal determina:-cn _con-.
- cerning the alleged statutory v:ola ions and the cemands for
Tepayzent upon the present recsTd would transgress both the

sclear responsibilities oI the Ccmmiss-on and the Iundamental
Tights of the Comnit.ee. g D

Ac*c*d-

ugly;. the Committee hereby requests that, (i) che

Comzission taxe nc further action in this matter (and make no
;c:l ¢ Sisclosures with -es“ec- therezo) until the Committee has
seen acecréed a “"ll and Zair opporctunity to respond to the in-
zeria :edo-.,‘/ (1) che Ccm:;ss:bn reccnsider ané grant th
Cozmizszee's request for additionmal time in which to secure a
‘zhezough accowmting and cther expert analysis and to file
written sutrlezent to the Tastor se :u::;::ed :nis date, an
arz=ents serctinent I cIhe alleges's:a:uzc:? viciatisns =ay de
=/ We zre partisularlr concerned that the adepticn ¢of the interia
T zegsyriar any gublication with Taspect chere:s weculd severelv
oreidice che Commiztee andé its staill
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presented and properly tested. Such aeasures are consistent
with the Commission's authority and responsibility, and re-

guired by the faczs of this dispute and the applicable prin-
ciples of law. (

First, the measures requested by the Committee fall well
within the Commission's enforcement authority and responsibili-
ty under the Feceral Election Campaign Act. The pertinent statu-
tory provisions clearly contemplate that the Commission's en-
forcement actions shall be taken upon a full and proper factual
record, developed, where appropriate, through the use of hear-
ings and the adversarial process. See 2 U.S.C. §§ 437¢(b) (1)
and 437d. Alchough the Commission Is empowered ''to conduct in-
vestigations and hearings expeditiously" (2 U.S.C. § 437d(a)(9)),

.nothing in the general provisions of the Act or the specific pro-
- wvisions pertaining to repayments (see 26 U.S.C. § 9007) suggests
that the Cczmission's determination on matters such as those
Taised ia the interia report must be rendereé precipitously be-
- Zore the pertinent facts and arguments of law have been Zully
develeoped. 1Indeed, the Comzission's own regulaticns provide
Zcr extensions of time to ensure a proper presentation of the
issues. 11 C.T.R. § 9007.2.

Second, cthe czeasures requested by zhe Commiztee are cen-
sistent wich the previsieons of the Adzministrative 2Procedure
Act. T

Act. Dectarminations bty the Commissicn under 25 U.S.C. § €007 (%)
that a partv has violated the provisions of the Tederal EZlection
Cazdpaign Act and must repay certain funds are clearly adjudica-
tory in nacure, and thus appear to be subject to the provisions
of 5 U.S.C. § 354, as amencded.*/ Particularly inasmuch as there

exist issues of Zact and the Commission's decermination shall
Ye final, subject only to review by the Court ol Appeals (see
26 U.S.C. §§ °007(D) anc 9011(a)), the Committee should ke

%/

¥/ The administrative Procedure Act defines "adjudication' as
"ageacy zrccess Zor the formulaticn of an crder," and "order"

as "the whole or past of a Iinal disgesiticn, whether alliszz

egaczive, iniunecsive, ¢r declaractory in Zozm . . . "
FIL03Y and (7). ZSazmainlr oz rwrzavmenc Udazazrzinae
the Ceocmissicn pursuvant e 28 U.S.C. § sC0T (5 cen-
"Zinal dispesizicn'” wizhin the zeaning of the ARA.
Intesmaticnal Telephene & Talegzaph CeoTr. v, Leeal
Tmaticnal 3rocherhced ¢ Zlectrical wezkers, 418 U.S

8 (I87Z): See zlsc azerican Ixgtress Co. v, Unitzed

2 T.23 1330, S35 (C.C.2?.a. 1SV
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provided with a full measure of the procedural protections set
forcth in the APA See, e. z.. Seacoast Anti-Pollution League v.
Costle, 572 F.2d 872'Tlst cezt. denie

. See also Bricklave-s Masons ana 5Ias:ere*s Inter-
national Union v. }

Third, the measures requested by the Committee are consis-
tent with and necessary to the fundamental principles of due
process. That is, the courts have held that where, as here,
the governzent seeks to recoup through aéministrative proceed-
ings alleged overpayments of public funds, the party from whom

the recovery is sougnt is entitled to a hea‘lﬁg or otherwise
clearly adequate opportunity to be heard and dispute the govern-

zent's clains. See, e.g., Califano v. Yamasaki, 442 U.s. 682,

- 693-97 (1979); Devine V. Cleland, 616 r.2d L1080 (9th Cir 1980)
See also State of Coiorado V. Veterams Administration, 602 T.2d
TZ6 (ilca Cir. J. Abpsent the mlu.ma saieguards sought by

.the Cemmittee, it will be imn’ope ly subject tec the Comittee's
$inal cererminaticn on the merits of this dispucte without anj

Teans ¢ adequately testing and counter:ng the factual and legal

uncerpinnings of the gove:nmen:'s claiz. 1In light of che matters
ac sctake in this contToversy, and the constraiats thus far im-
Posec upon tle Ccomitcee's a:;l;:v to respend to the allegation

< SifEd o imagine & 2ore egregious deprivation of due
crocess :*gh:s. See generaillv Gelcéberz v. Xellv, 394 U.S. 254,
233-71 (L /O). ifceed, tne Limitec measures sought ty the Cem-
:;::ee are likely to De the only means of securing a prompt and

proper -esolution of this dispute. See Califano v. VYamasaki,
supra, 442 U.S. at 693 (''the nature oI the statnto'v standazds
Takes a hearing essen:-a-") Examined in light of the private
incterests at stake, the risk cZ erroneous deprivaticn of righes,
and the governmment's interests in the matter, administrative
enforcement proceedings uncer 26 U.S.C. § 9007(b) clearly must
acdhere to the -urca*e 1cal b:;:ci:les o: cue orocess. See Elliott
7. Wei:ae:zer. 584 T.24 12-., :22 (8ch Ciz. 1977), asf'cd in
sart, Tev <o dars sub agc . Ya:asaki. suora;
Gc;c-e:gﬁv. \e-.v,

v zhe Co::i::

Mo

R Y]
Mo

ssi:n

wizhcus

TR I NG XL
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For the foregoing reasons, the Committee requests a stay
of further Commission action in this matter, an opportunity
to supplement the written response filed this date, and a
hearing before the Commission on the merits of this dispute.
As demonstrated above, the requested procedural safeguards are
well-warranted on the particular facts of this case and amply
supported by applicable law and policy. 1Ia the event, however,
that the Commission deteramines to deny any aspect of the Commit-
tee's request, a prompt and specific notice thereof is requested,

together with a written statement of the grounds upon which the
Comnission's decision is based.

Should you have any questions, please contact the under-
signed.

Sincerely vours,

. G*M\@ é?d:;‘;a';‘%

cs: Charles N. Steele, Esq.
Mz. Recberz J. Costa
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Robert J. Costa BAND DELIVERED
Assistant Staff Director.
for the Audit Division
Federal Elections Commission
1325 K Street, N.W.
washington, D.C. - 20463

Re: Interim audit Repcr: oI the Reagan Bush
Committee, Reagan Bush Compliance Tund,
and Democrats Ior Reasan

Dear Mr. Costa:

In accordance with your letter to Mr. Yackenzie of
June 18, 1981, enclosed please find the response to the

- findings and recommendations set forth in the interim
report prepared by your staff.

Please be advised that the enclcsed response is being
ed with your oifice under protest. By separate letter
this date (a copy cf which is enclosed herewith), the
azan 3ush Committee and Reagan Bush Compliance Fund
ereinalter, the Cocm=mittee) have lodged wich the Chairman
ific obiactions to certain actions taken by vour agency
c¢h efiactively have deprived the Cormictee of any reaning-

nizy £5 vesgencd o tha = re raised in <he in-

~AO0
T XY

[V ]

.
1)

-

.

-
- - comee s = a s - - -

'
i)

- -
- carerw o

-8 LITILLLIZT &S -nat &Ly SarToasEs

0 i s
o

e s b o w-
time as the Committee has been proe h Zull access o

zhe infcrmaticn pertinent o Ih indings and

t Mt inE

Cermissicn in zhis staved unctil such

-




'
AW OFFICES A

MeKenNA, CONNER & CUNEOD

Robert J. Costa
July 20, 1981
Page Two

recommendations and an adequate opportunity to review such in-

formatioh and submit further comments in supplement to the en-
‘closed response.

Should you have any questions, please contact the under-
signed.

Sincerely yours,

@a:f)l. . Weidenfeld

. Enclosures

¢c: Hon. John W. McGarry
Charles N. Steele, Esq.
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R!AGAN 8uUsg COFMITT!S AND Q.AGAN .
- BUSE COMPLIANCE FUND
R_S?ONSE TO FEDERAL ELECTION COMMISSICN
_ INTERIM REPORT OF TEZ AUDIT DIVISION ON TEZ
R.AGAN 3USE GOMMITTEE, THE REAGAN 3USZ COMPLIANCE FUND

AND THE DEMOCRATS FOR REAGAN.

The Reagan Bush Committee and the Reagan Bush Cempliance
Fund hereby zespend to the: cedc:al Eloc*ion COnmission's Intetim,.
Report of the Audit Division on the Reagan Bush Cc-nﬁttce, the

- Reagan Bush Compliance Fund and the Dcmoc:ats for Reagan datcd

_Junc 18, 1981. rhis :espcnsc sets’ torth the Commits ee's ini ial

: pos tions, taken without benefit of a review of most audit

-T: support documentation, in regard to five areas addressed in the
+ - audi% report:

a. Transfer of funds between the Reacan
SBush Ccrmittee and :the Repun‘ican
Nat cﬁa’ Comaittee (Audit Findines I
A.' I A. & 3. and ?I: ("[)o (s&.
Tab 11:

tour profits (Audit Findings
(See Tab 3];

O O

assets (Aué t Piading
{See Tak 4}; ard

Miscellaneous (Audis Findings
IT2 2. (1, 26 £)). [See Tab




RZAGAN BUSH COMMITTEE AND REAGAN
BUSHA COMPLIANCE FUND
RESPONSE TO FEDERAL ELZCTION COMMISSION
INTERIM REPORT OF TEE AUDIT DIVISION ON THE
REAGAIl BUSH COMMITIEE, THE REAGAN BUSH COMPLIANCE FUND
AND THE DEMOCRATS FOR REAGAN

Subzitted on bekall of the above-named Cormittees by

McKeﬁﬁa, Coenner & Cuneo
ttorneys a: Law
1575 Eve Street, XN.W.
Washingson, SC 20005




the Reagan 3ush Ccemmittee ("R3C") and the

Reacan Bush Ccmmittee Ccmrliance Fund ("Ceompliance Funé") was

conducted by the Federal Election Ccmmission pursuant to 26

U.S5.C. §9007(a). The resulits of the audit report aze iaterim in

nature, cending a response by the RBC. The R3C has reviewed the

audit report but éid not have timely access &9 mos: suprporting

documents. 3Based on the review of the,interim report and those

dccuments avaz1ao1e to the Cemmit the RBC has

‘;gcncluced~tha. the»find;ngs of the audit report are incerrecs and‘;'

should be significantly amended before the C

tunity for a £full review of he facts and law relating to

the R3C has requess

Cemmission ané 2 suspensicn

Cemmission'




the $1,138,891.24 added by the audit to
RBC expenditures subject to limitation
because they "represented tavmenits to
the Reacan 3ush Commiitee based-ecn . .
'« RNC expenditures," in actuality )
represent a prcper offset of expendi-
tures incurred by the R3C anéd the RNC
in furtherance of Rocnald Reagan's ‘
canéidacy and in conformance with the
agency relationship tha:t existed
between the RBC and the RNC;

the $50,588.48 addéed by the audit &
RBC expenditures subject to limitatien
Because they represent income realized
from campaign tours, is an inccrrect
addition because the campaicn tours
genecatad a loss;

the $46,617.83 increase in value e¢f
capital assets reported by :he R=C en
its Statement of Net Outstanding -
Qualified Campaign EZxpenses reflectad.
as a decrease of expenditures subject
to limitation is incorrect because :the
inczease includes the value of assets
not cwneé or cn hané as ¢f the date of
the statement and is the resul: of an
improper valuation method; and

the $301,172.04 adéed by
expenditures subject ¢

miscellanecus i:tems e
¢f the audit repor:
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FI N
-
[
he
00
1

miraet

-

| I
[N

4}

[ (]

]
LN
W

+4
[{ d BN EX KL d J
3

v )2 o

o
33 9 wp
O ®N O re

1=k qr 0
00D

2
om

(1 |

NSy b

(3]

th @
e

0r

e

-
-
-

- .
- - = - ~on
- —r - -

L]
-







TRANSFER OF FUNDS BETWEEN RNC AND RBC

Audit Findings IT A., III A. & 3. and III E(4)

ISSUE:

Whether the Reagan Bush Committee ("RBC") exceeded its
statutory spénding limitation by managing Republican National

Ccmmittee ("RNC") funds for the 1980 Presidental general

elaction.

CONCLUSION:

The RBC permissibly manageé RNC funds pursuant to an agency
celationship authorized by law., 1In such circumstances the
crange, if any, should be made to the principal's acecount. The
act dces not prohibit each Ccmmittee fzom reporting iﬁs share o0f
cecrdinated campaign expenditures.

DISCUSSION:

A 2rincipal allegation of the auéit':epo;t is that the R3C

may have made campaign expenditures in excess cf its statutory
iimitation in violation of 2 U.S.C. § 44la(b) (1) (3). This

ecaticn challenges the lecally pernissible arrangement be:ween

Bush Cemmithee




I. FACTS

At the cutset of the 1980 Presidential campaign, the RNC
and the RBC were commitied to spend the legally cermissible

anount to promote the candidacy of the nominee of the Republican

Party. As the national committeer/ of the Republican party, the

RNC was limited by law to expenditures of $4,637,653.76. 2
U.S.C. § 44la(d)(2). As the principal campaign committeert/ of
Mz. Reagan, the RBC's spending limitation was $29,440,000. 2
U.S.C. § 44la(b) (1) (B).

) The Cocmmittees dgtermined that the RNC would assume
responsibility for those cémpaign expenditure

the R3C.

cemmen practice for ncncampaicgn personnel,

and secret service, tc be charged for Pro rata share ci the
transportation services provided. TFor convenience ané ¢
cooréinate their campaicn efforts, the RNC Taid air fare
charges designated by the RBC, ané the RBC billed the Pa

passengers for the appropriate reimbursements cue.
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s that the campaign incurrzeé air fare charzges
perscnnel invelved in the campaicgn.
Initially, the RBC presented the RNC with invoices for

expenses incurred by the R3C. The RNC wouléd in turn make Dpayment

to the designated vendor. 1In order %o provide an appropriate

accounting treatment for the reimbursements, it was determined
that the same result would be achieved if the RBC credited
reimbursements received against expenses incurreéd on behalf of

the RNC ané paid by the R3C. This procedure saved :time ané

-garerwork in the crucial pericd of the campa
The RBC 1280 vear-endé report filed wit! TEC reflected
an error in the R3C's reimbursements

orrective .

esulteé in

sositions of the committees., I

and a2 mcre efficient




TEE RZAGAN BUSHF COMMITTEE EXPENDED CAMPAICN FTUNDS
WITHIN ITS STATUTORY L‘“’”ATION

- ae am &

The Federal Zlection Campaign Act Authorized
the Reacan Bush Committee to Act as the Agent
of the Republican National Committee For The
Purocse of Making Camzaiagn Exdenditures

In the 1980 Presidential general election, the Reagan Bush

Ccmmittee acteé as the agent on the Republican National Committee

by making campaign expenditures on its behalf. This arrangement

was expressly authorized by an FEC regulation which provides

in connection with the ceneral election campaign of a

candicate:

The national committee of a political party
a2y make expenditures authorized by =his
section through any designated agent....




axpenditures were coordinated by the Committees pursuant to their
further the candidacy of the Republiican ncminee.
t is fundamental that "no particu}ar formalities are
needed to establish the principal-agent relaticnship." CQCecrant v.

Dean Witter & Co., Inc., 502 7.28 854, 8358 (1i0th Cir. 12874). See

2iso Universal Ccmputer Svstems Inc. v. Mecéical Services Assoc.

of Pa., 474 F. Supp. 472 (M.D. Pa. 1979%). An agency relationship
exists if the conduct of the parties manifests the willingness of
one person to have another act on his behalf, subject to his
-gentrol and the cocnsent of the other party to act. See

Restatement, 3cencv (2& e¢) § 14. 1In pariticular, when a persen

puts his property in the hands of another to Xeep Ccr manace, he

creates, as between himseilf ané the othe the relation Xncwn as

2o In re 3state cf Mc:ocvs, 17 Iil sp. 3¢

- I -

T course of dealing between the RNC
the existence of such an agency
RBC managed funds for the accoun:t of the
subject to the RNC's ultimate control.

Dy

the RNC's agent, the R3C was authorized to make the

ccmmittee bv § 34lz (&)




designate an acent for the purpose cf expending

-~

residentiaz

electicn. The RRBC énd the RNC

individual‘é candidacy and
furtherance cf that
agreements, where the national
committee ultimately designates how and where the state;s money
will be spent, the possibility that a state may lose control over
its authorized funds has caused scme couris to question the

validity of such arrangements. See e.g. Democrztic Senatorial

Czmzaicn Commisttee v. deral mmission, No. 80-2074

(D.C. Cir., October 9, 1980), S U.S.L.W. 2643

¢March 3, 198l). No correspending dangers exis: in the iﬁstan:
however, as the RBC's and the RNC's funds were used for a

its funds. The absernce Y-
enced by 11 §110.7(4) whica

SC/ANC arrangement




accounting arranganent was Zollcwed pursuant to a valid agency

elazionship and shouléd be recognized as such.

B. The Act Permits a National Committee and a Campaign
‘Ccmmittee to Ccordinate Their Resources, While

Permittine Each Commitiee to Report Its Share of
of the Exvenditures .

The agency relationship pursuant to which the RBC managed
funds Zfor the RNC makes it unnecessary to approach the issue of
tooling resources between a national committee and a campaign
ccmmittee in determining that the RNC and the RBC acted correctly

However, in light cf the brcad sweep of the

issue should be co

nt that parcty

amzeaign rescurces.




rovision of a role fer tolitical rarties

wh‘ch would allew them Lo serve as a
legitimate pocling mechanism for Drivate
cont'lhuslons to candicdates in general
elections.

S. Rep. 698, 9338 Cong., 28 Sess., at 3.
rermissibility of coordinating committee expenditures
evidenced by 2 U.S.C. § 44la(a)(4), the so-called
transfer" clause, which provides that
The limitations cn contributions ... o not
apply to transfers between and among
golitical parties which are national, tate,
district or local ... committees ... of the
same political party.
seen frcm these crovisions, bo:h Ccngress and the

accorded zart: mn

d

the same

-ané that

nacde from the funés of either :h

cemmittee,




[A] transfer between cne of the con-
gressional campaicn committees and the
national committee of the same political
party is a transfer between political
cemmittees of the same party anéd hence
unlimited under 2 U.S.C. § 44la(4)....
Since funds may bte transferred between the
congressional campaign and the national
committee of the same political party
without limi.ation, it is immaterial as to
which committee's funds ace being expended
under 2 U.S.C..§ 44la(d) (3).

lying the same rationale of the Commission to the instant

there is no reason why the R3C, as the RNC's acenz, coulé

larly manage the campaign £unds of the RNC in addition to

the T=C has

&he same car Lty may ﬁake exss

funds other &than its
cwn. These cet i : the validity of fund
transfers'beéween‘naticnal and : tees, all recognized

that because § 44iz (%) eu-Ho:;zns money transfers batween.




limitation, it is immaterial as to which-
< < . s iil *
unés are exrended under the statutery lzmlts.-/ Sea

and 1234.%%/

e reason for permitting transfers between national and
state ccmﬁittees‘is to allow party-ccordinated spending. That
transfer right, 5y‘anaiogy, is applicable to the RNC ané the
To reach a différgnt'result would be inconsistent with the
the Act, i.e., i: ghe RNC can transfer it
critg to the RBCAin p:eciée Egcﬁnigél écm?liahée\hi:h 11
C.T.R. § 110.7(a) (4), it should s milarly be able to do-so pnéé:v

44la(a)(4),

£ case, these agreements wer2 a0t , :
"Cesicnated agent" provisicn at 1l C.T.R!
s that sectiecn only zpplies tc a Presi-
n cam.a ign, nct Congressional. .
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1680, Chief Jus:tice
n Naticnal Republican S
1iaterial Campaign Comm.,
zaricn case to Democratic Senatorial C_n"
Cocmmitcee v, TEC. ccorclﬂc to a2 publisheé memo:
éated October 31, 1980 rom the General Counsel
cencerning MUR 1234, this stay has the efiect o2
the T=C's policy tha~ acencv agreements are not

inconsist ;
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An additional provisicn of the Act cemontrates the
acceptability cf cocréinating ané socling campaicgn exsenditures

ia circumstances similar to those of the RNC ané the R3C. 11

0

P.R. § 102.12(c) (1) provides that a candidate nominated by a
palitical party may designate the national committee of that
pazty ;srhis principal campaign committee. 11 C.F.R. §
110.7(a) (3) (i) further provides that as a principal campaign
committee, the national committee is entitled to make

§ 441a(d) (2) exvenditues in addition to § 44la(b) (1) (2)
-exéendi:ures. Thus, if the RNC had been designated as Ronald
Reacgan's p:incipal campaign cocmmittee, it could have made can-

seign expenditures of $29,440,000 in adéiticn to its authorized

u
.7 expenditure limit, for a total c¢f approximately $34 mill

§-
0O
9

R2C.. These Ccmmitiees coordinated their campaign expenditure

4

Xezt separeste bcoks ané racorés of their accounts, and made

., - e - - = .- =2
SgTh lngividusl contriduticn Limics ing gveTall- expendl-

wirw g VTl ea e = DAk WY hE] - wers okrser-vw ~ \—v -

e T ceila e weIe Clse C. ~acse Lims S er2 glserl ec o - @




As such, the manner in which the RNC and the RSC

their expenditures was in accorcdance with the Ack.

any Ezror That May Have Occurred in Reporting
Reimbursements wWas Zliminated By the Reagan Bush
Comnittee's Amencment to It's 1980 Vear Ené. Revor:

in alleging that the Reagan 3ush Commiitee exceeded its

campaign expenditure limitation, the Interim Audit Report

erroneously and arbitrarily ignores an amendment to the

Smmittee's 1980 year ené rapert, filed with the Ceommissien on

april 1, 1981,
During the course of the FIC audit, the RBC was informed

by the audit stafi T it i to pavmenits based cr

INC travel




its april 1, 1981 amendment, the R3C deleted

in previocusly reported refunds and $748,163.16 in

revicusly reported cperating expenses. These amounts were then

wes
attributed to the Republican National Committee to account for
various campaign costs incurred by the R3C on behalf of the

RNC. 2as noteé previously, the purpose of this amendment was

-

merely to repor: an error in accounting for the expenditure

/;ransfe:s Setween the RBC and the RNC, not the validity of the

expenditures themselves.

-7

‘The audit report does not recognize the April 1, 1981

amendment because it was made "after the fact". Since all

&mendmentcs their veryv nature are retrcactive, no amendment
éer the audit staff's reazsoning.
the Act do not sugport

wCLlé zen

the RNC.




- 14 = .

© It was not relévant‘to‘the Comnittees that funds would be

physically moved tetween them. Conseguently, the exchange of

" identical sums between the R3C and the RNC would have been a

meaningless transaction. - Rather, the purpose of the amendment
was merely to rgflec:.the fact that by matching reimbursements
with expenses, the financial position of neither coﬁmittee was
affected, each makiné Campaigh e#penditu:es”within its statutory
limit. |

~ .Based on the above, it is clear that the amendﬁént tc the

‘43éa§an Bush Committee's 1980 year end report is Valid and shbuléiﬂ

te recognized as such.




Pages 1 thru 7 of Part 2 have been
deleted from this .reading file.
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lecal ané accounting services performed solely to ensu:ce
compliance with the Act. (11 C.F.R. 9002.3(a)(2)(ii)(C).) The
regulaticns do not define "solely to ensure compliance" nor are
any guidelines provided for accounting for expenses of the
Cempliance Fund. Therefore, generally accezted accounting
principles must be utilized to account for the expenses and
standard auditing procedures must be used when testing the
progriety of the Compliance Fund's accounting practices.

The accounting for the expenses of the Compliance Fund as
adjusted to reflect the $137,883.67 allocable to the RBC conplies
with generally accepted accounting Principles. EHowever, the
metihcocologies used by the 2uditors de not comply with standard
‘aﬁditing‘grccedu:es. Thus, the audit has no basis to contest the
£inal acccunting results provided by the R2C.

The audic fails to cemply wisth standard audisting procedurzes
because the audit results are cased on what appear to be faulty
investigative technicques (e2.c., informal interviewing of
employees), aéd hoc classifications of exﬁenses, and imprcper
allccaticn tases. In additicn, the auditors ignored the fact

that 2ll ccsts incurred af:er Ncvember ¢, 1980 must be treated as

cemelia

:Ce ccsts.
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CAMPAIGN TCUR PROFITS

Wl! a p:otit :ealized t:om the teimbu:sements :ece.v.d ‘c:
tou' t:avel du ing tﬁc 1980 P:osidential general elec“ion

camaaigﬁ?

coucnuszou-~f

v“,irhe Reagan sus Commit ee d‘d not :ealize a- a:o‘it during

E ;.ae P'esidentzal elec iuﬂ camaaign because actua; tou: expendi-‘

tuzes exceeded tour :ei bL-sements.»ﬂxvff*

~"ﬁé§§éu:-gv

Vﬁt;é;;gg ;;3 Aué-t aeco.. llegesA.aa the R-agan Busn 1;§“
<se 1i2§é income of "a. -éast" $:0 see.~a 11 ccnjunct*cn
W ‘ tsyrééeived :cm tﬁe l°80 ?:es ée".al campa gn-
“:;éu:.:( (AU&‘ \épor“ B lj.‘ The report c’aiﬂs this anoun.~‘
   §asz:6fz:‘wn cn had tne ef ect of:Lnderstating RSC's':epQ:ted-“
ex:eaé~~';ésg ¢o aéjus.)th is alleged un de:s.a.emen.,’ the audit

‘n s;a££f;sse ts t&at hh $ amcuns shou’d now be a*c‘ied acazns. th

the Reacaﬁ 3ush Cumm- :eg{gr(Auéiﬁ )
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The methcd by which 4he audit report cal "laée loss and

cu é
prcfit 'on the campaign tour must be It ils %o

acknowliedge the fact that actual :tour costs exceeded :our

reinbursements. A review of the tour expenditures associated

with the Presidential campaign demonstrates this result. Only

these {icures need be examined as both the aucdit staff and the

R8C ackncwledge that a'loss was incurred on the Vice-presidential

tour.

A total of $2,251,213.99 was spent on the 1980 pPresi-
X/

1 campaign tours. This figure becomes the basis for

¢ whether or nct a2 profit was realize rom the

That is, were paying passencar facgeé mere

- 1113

than their 2ro rata shars for travel expenses ané, if so, dicd

such cverpayments constituted excessive income o e canpaign.

The R3C's Zigures clearly demcnstrate that: (1) the press, secret

service and cther paving Lassengers were not overch zcec for
transpcrtation cests; ané (2) :he campaign incurred tour expenses

over and above tour reimbursements, thus resulting in a lcss on
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tcur travel. In fact, a lecss of more than $18,000 was i rred
cn the prasidential &%curs,
The following Procedure was used by RBC TO ascertain

whether cr not a profit was made on the presidential tour.

First, airplane costs were determined for each of the 15 presi-

ential tours. These costs, which reflect the total cos:t of the
chartered planes for each leg of the tour, totaled $2,045,771.87.

Ground cests for each tour were also determined ($205,442.12),

.~ aa

bringing the total costs for the 1980 Presidential tour to
The total tour reimbursements of $1,739,350.57
cted £rom amount resulting in an actual tou

The

less of
1280.
ized by RBC frcm canmpaign
The audit repcrts' determination of a §50,
given the abcve facts and calculations.

subiect =0
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Whether finding that the RBC should report an

increase in value of $46,617.93 in its capital assets is proper,

CONCLUSION:

The finding is improper because: (1) many of the capital

“assets included in the proposed increase in value were no lenger

- -

REC prcoperty; and (2) the valuation method used was improper.

ISCUSSION: -

election campaign, the RIBC useé various

czpital assets in performing its campaign support functicns. As

©f December 4, 1280, the date of the Analvsis cf Net Qutstanding
Qualified Campaign Expenditures reviewed during the aué many
ts listeé on

to December 4,




d. 1 JVC 3/4 Video 2lave
-ertain capital assets listed on Attachment I were
unaccounted for as of December 4, 1981; 9 Motcrola Zguip, =-

walkie talkies

Auditor's Valuaticn of Cavital Assets is Incorrect

Only capital assets that were the property of the RBC and
still on hand as of December 4, 1981 nmust ce included in the final

vaiuation of the R3C's assets. (ll C.F.R. 9004.8(b) (2) (ii).)

.Therefore, only those items on Attachment I not sold and acccunted

Cr as of December 4, 19380 should be incluced in the final valuatien.
final valuaticn must be
R. 2004.8(b) (2) (ii).)
macket value is

willing seller coulé secure from 2

Revenue Servicse,




Thezefore, the audit zeport incorrectly included ceztaina

capital assets in its valuation and aiso incorzectly valued those
assets included in the final valuation. For these reasons, this
audit finding must be rejected.







Whether certain miscellaneous audit findings are proper.

CONCLUSION:

The R3C disputes each of these miscellzaneous findings and

‘reserves the right to make further comments when audit supgort

-

“documentation becomes available for review.

DISCUSSICN:

The audit report contains numerous other findings, aside

thcse discusseé previcusly, to which the R2BC takes

excepticn. These are:

An increzse of cash cn hané of $2,453.27
resulting frem "checks written prior to
12/5/80 ané subsecuently voided."

An increase in accounts receivable of
$13,331.49 resulting from two alleced
overstatements ané an understat-ement
"representing the balance oweé to the
Committee for assets soié gsricr to 12/4/230
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A net increase of $301,179.04 in excendi-
tures subject to limitation, resulting from:
(a) inczeases in expenditures subject to
limitaticn for the period Januazy 1, 1981
through March 26, 1981; (b) debts and obli-.
gations owed to RBC as of March 26, 1981;

(c) voided checks included in operating
‘expenditures; and (d) an understatement of
debts and obligations owed to RBC.

Because the a2udit finding for each of these issues is
represented in summary nature and the audit support documents are

currently unavailable, the RBC cannot at this time make any -

Q

rther comment on these disputed findings, hcowever, the RBC

_reserves its rignt to make addéitional comments when audis support

Sccumentation beccmes available for review,




 incorrect and in qeed‘cf‘substantia’ revisien,

’ concLUs z’os ;

T&e _Reagan 3ush Commxttee .and the Reagan Bash Compliance

T

Tu .d believe that the findings cf the interim audit repor: are -

As demonstrated

fzom the above ccmmehts, .He asc :eview establi shes that it

complied with .he ede'al -lection Camnaxgn Act and *ts

z-imolenent~ng Pegula..io'xs and did not make canoa;gn exaenditures .
in ex*ass of 1ts lxmx.ation.: In lxgh“ of this resu’t, the aud‘t

’wfreoort shcu’d oe s*gﬁz‘icantlv anenceo be‘o:e the Ccmn‘ss*on

adon*s it as f:nal.,
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which the subject of the examination and audit
mustT submit to the :ommission its response to
to the interim or initial report, (ii). che avail-
abilicy of extensions of time for the submission
to the Commission of the response to the interim
or initial report, (iii) the criteria applied by
the Cectmission or ics staff in determining the
ime in wnich the subject of the examination
and audit must submit ics response to the interim
or initial report, and (iv) the criteria applied
by the Cormission or its staff in determining
whether to grant a request for an extension of
time for such submission.
3. All materials setting fcr:h the Commis-
n's policy, procedures, and practice fecr allow-

O

e an examinaticn and

si

ing the subject of the examination and zudit to
supplement its response te the interim or initial
repcr: by the Ccmmission's audit staif.

4. ALl materials setting forth the Cemmis-
sicn's policer. procedures, and cractice with
respec:t to censideration bty the aucdit steii, the
General Ccunsel, ancd the Commissicners ¢f the
response to the interim ¢r inicial report (and
eny supplements thereto) submitted Sy the subject
o the examination cr audi:z

5. ALl materials setting forth the Commis-
sion's policy, procedures, znd practice for
providing an cppertunity tcbheard to the subject
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ursuant to & C.F.
§ 9007.1 prior =c anv any
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¢ disclesure of 3
2:ing iings, reccrmmencations, and/er conclusions
tw che Cémmission oz any of its stali concerming
the subjiect of zhe examinaticn ancd sudic.
Responsive deocuments are raguested o be Sroduced in
etr, including =1l actachments, enclosures, znd exhi
¢ event chat it is determined that & document contal
f2l or informeticn which Zalls within che scatuzery
: T : . .
Zc manczoowy Z2iscliosure, It le eworssslit reguessed
&TEriée. €T InIcsrmaEIilin e rTevw ToEsitle Sos
2lzgure. S larlr, in the svent thez it is @
a document contains materizl cr informaticn wh
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MSKENNA,CEONNER & Cul ©

TOIA Cfiicer
Fage 3 :
July 17, 1981

Zalls within the statutory exemptions tTe :andatory cEisclosure,
it is exp ress;y —equesced that, in accordance with the pro-
visions of 5 U.S.C. § 552(t), anv and all reasonably segregable
porticns of such document be produced.

In the event that it is determined that your agency has no
documents responsive to any in rdividual request item (or portion
therecf), wricten confirmation of such fact is specifically
regquested.

This reques: constitutes notice of demand for production
of the above-described documents for purpcses of inspection and

f

copving. If fcr any reason it is determined that any document

T porticn thereof will not bSe made available tc che qnders-gnec.
or that this request will nct, in whele or in parc, be complied
with, prompt notice ¢ any acticn taken is solicitce in
acéizien, it is specifically requested that zany docunen: or
porticn thereef wnich will not be p*oduced for inspection or
copving te individually *den:;:;ec and describec, and the basis
for nonprocducticn e x:lalﬂec oy reference to >oth the statutory
autherizy fcr and the factual circumstances relied upon in the
éecermination to withheold access.

The uncersizned hevebw agrees to pav the United States zll
dirscz cocsns incurred uncer eppiicatle raguleticns in the search
fcr and duplication ¢ the rzquested dccuments. Because of the
urgent need fcr the cdccuments described above, it i1s requested
zhat vour agency adhere tc the time limitations set Zorth at 5
C.8.C. § 332(a)(8)(A&, in respencing to this reguest

('J-

; .
Zéwazd L. Weice::e-




FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20463

July 17,

Edward L. Weidenfeld, Esquire
McKenna, Conner and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

Dear Mr. Weidenfeld: o,

This is in response to vour Freedom of Information
Act request, dated July 6, 1981, hand-delivered to this
Agency on July 7, 1981, for certain documents which relate
to the Commission's Interim Audit Report of the Reagan
Bush uOﬂmzttee and Reagan Bush Compliance Fund. That

Reror: had been presented to the Committee on June 18,
lo8l. .

Your specific requests, ané an index of the materials
which we tocday are Sisclosing with respect to each, are
set cut bDelow:

l. All auditor werk papers and .documents
gene:ateé or relied upon with respect
to the findings ané reccmmendations
in § II.A (Reagan Bush Committee -
Limitaticn on Expenditures) of the
FZC Interin Audit Report of the Reagan
2ush Committee and Reagan Bush Conbl-ance
Fund dated June 18, 198'I

Secticn II.A zresents, in "summary" or "tacle" form, the
f£inéings which are explained in creater detazil in subse-
cuen:t sectiong ¢ the Report. (See Audit Repor:, zace 4).
These Zindincs, expressed in . deollar zmeunts, and the audit
Tapers generated cr relied upon with respect to thenm, are

§o
po

" Wen

Oh ¢t

M ¢t

32 pe L)

3 Mgy

[ ¢ T'e Y
. 0N

Wy

.




R T

5. Expenditures subject tq;i;mi;ation;!tomml/l/éimtéj‘

~.-3/26/81: . . $270,431.52

- This {igure was obtained from a review of the Committee's
check register. See Schedule at Auditor Document £ 6/7=0;.
- check recister at £ 6/12 and £ 6/13; and adjustnents at

£ 4/12 and £ 6/12 page 12. '

c. Debts and obligations owed by REC at 3/26/81: §75,393.79

.See Schedule at Auditors Document E 6/7-0, particularly lines
32 and 33 thereof. Line 32 is further cross referenced to
Document I 6,/12 (Copy of Committee's check register). Line 33
‘is further cross referenced to Document E 6/10.1 (Listing of
‘Cemmittee's unpaid bills as of 3/26). o ‘

'fd.M;RéimbufSement made to the Ccmpliance Funé (see Finding
ITII.C.): S137,883.67. . ’ *

This figure was cbtained from the Committee's 1981 First
Quarcer Report at page 126, line 24.. See Docunent A 6/2.




Letter tc Idward L. Veidenfeld, Esguire °
Fage Three

£. Monies received relating to expenditures made bf the
Republican National Committee (see finding III.B. (2).):
$1,138,891.24, and : ot

- - e

g. Income realized <from campaign tours (see finding III. 3.
(1)): $50C,588.48.

The source of these figures are the Committee's billings and
accounts receivable. The Commission does not have copies of
all pertinent documents. They were pulled from Comnittee
files during the audit, reviewed, the amounts ncted, and then
the documents were returneé ¢ the Committee files. .
Work paper schedules Auditor Documents C 4/1 throuch
C 4/16. cSee alse C 2 » C3/1, C 3/1a, C 3/2, C 3/3,

C 3/6. Report amendment filed

Veicded checks
‘1/80 throughk 12/

‘See Schedule at E
3/3, £ 6/7.1 an

to be liguidated: $46,617.93.
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Luetter t¢ Edward L. Weidenfelsd, E%quire
Pace Four

k. Finding II.A also makes reference to Republican National
Committee expenditures in the amount $748,163.16. (See
Report, pages £ and 6).

In this regard, pages 6 and 7 of Auditors Documents F 3/1
are pertinent. .

2. All auditor work papers anéd documents generated
or relied upon with respect to the findings and _ .
recommendations in § III.A (Reagan Bush Committee
- Expenditures in Excess of the Limitation) of
the FEC Interim Audit Report of the Reagan Bush

Committee and Reagan Bush Compliance Fund dated
June 18, 1981.

. The figure $ . identified in the report zs re-
* presenting expencitures in excess of the overall limitation
for the period 5/1/80 through 3/26/81, was Gerived by the
-method described in Secticn II.A and was based on the
‘documents licteé in part 1, above.

All auditor work capers and documents cenerated
or relied upon with respect to the findings and
recommendations in § III.2(1) ané (2) {Campaign
Tour Reimbursements) of the FEC Interinm Audit
. Report of the Reacan Bushk Committes znd Heagan
Sush Compliance Fundé ézted June 18, 1681.

- vy

See doccuments listed in parts 1f and lg, above.

211 auditer work papers and cdocuments generated
r relied upcon with respect to the findings and
recormencaticns in § III1.C(1l)-(4) (Operating
Expenditures Paid From Reagan Bush Ccmpliance
funé) cf the FEC Interim Audit Report cf the
Reagan Bush Committee and Reagan Bush Compliance
Fund dated June 18, 1881l.

ccuments listed
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tter tc Edward Weidenfeld, Lsguire
Page Five o

6. Any ané all other documents that are relevant to
the interim audit findings ané recommendations
referenced in paragraphs 1 through 5 above.

I am advised that by providing the dccuments listed
in part 1, above, we are providing all auditor documents
which are relevant to the interim audit findings and re-
commendations referenced in your first five reqguests.

As Vvou are awvare, we initially had proposed that a
representative cf your office sit in on our search for the
records which had -been called for in your FOIA recuest.
in a telephone conversation on the evening of July 15,
19g81, with Daniel J. Blessingtcn, Jr., and Vincent J.
Convery, Jr., of our Cffice of General Counsel, ycu
édeclined to be present, but requested that our records
search proceed as expeditiously as possible in that the
documents were needed in the formulation of a response
tc the Commissicn in another regard. Mr. Convery agreed

in view 0f £he unique cz:cuns ances surround‘nc

recuest, it weculd be considered zhead of all“other
eals thenr gending, T the % weuldé

tc complete i i ;ithin a com-

I trust i i
as we c¢ig,
recerds..
t tc correct any errcr.
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s search was ccnducted by
tctal of Zourteen hours in
ssesses a fee 0f $2.30 per hals
hour free. Ve are procducing 608
which the Commission assesses a duplication
Ycur check in the amount $%7.90,
rer 0f the United States, should




FEDERAL ELECTION COMMISSION
WASHINCTON, D C. 20263

ACKNOWLEDGMENT RECEIPT OF DENIAL OF EXTENSION
~OF TIME TO RESPOND TO THE INTERIM AUDIT REPORT
ON THE
REAGAN BUSH COMMITTEE, REAGAN BUSH COMPLIANCE FUND
AND DEMOCRATS FOR REAGAN

-f éckhowledge‘receip:‘of the Commi:tees -and Canaidate s

. copies of the denial of ex:ension of :ime to respond to the
interim Audit Report or the above;named Committees which was

épptoved By the Commission on July 14, 1981.
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N \'\ : \Lch \

/\ i
?ecipient for the Reagan Bual
Cc-ﬁz:cee, Reagan Bush Compliance
Fund and Democrats For Reagan
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FEDERAL ELECTION COMMISSION
WASHINCTON, D C. 20463

oo lgayar, 18l

Zéward L. WeideniZeld, Esqg. -
McXenna, Conner and Cuneo
1575 Eve Street, N.W.
Washingten, D.C. 20005

Dear Mr. Weidenfelé:

This is to advise you that on July 14, 1981, the Commission
voted to deny your request for a 30 cay extenszon of time to
respond to the interim audit report for the Reagan Bush ‘Committee,
Reagar Sush Compliance Func, and Democrats For Reagan. The
Commissicn has consistently taken the pesition &uring the 1980
:elec:ion cycle that such reguests for extensions by cocmmittees
~o- nublic’v-finauced candidates be denied in order that the

iic release of the audit regorts be made in as timely a manne
as _cssxgle. ‘

The Committees' response %o the interim repor due on
2C, 1981, zné any amendments required as of the

rezort must be filed with *ne Ccn._ss-c
that yeour Zcrts to comply axe recogn

e
razere.

t.'.:ne to

respect te submission of lsgal ané
To any :e:evmene determinations made
: audic report, please be advised
~0 days from *ece*ne c‘;ehe £i
cCC"ﬁentatlon.

questions, please do nct hes
cr Tom Nurchen byrca’1’nc 823

- s i

--nce*e’v,




" FEDERAL ELECTION COMMISSION
WASHINCTON D C 20463

MEMORAYDUM TO: ROBERT COSTA

- \S)tt/,

FROM: MARJORIZ W. EMMONS/JODY CUSTERé?C/r
DATE: JULY 17, 1981

SUBJECT: LETTER TO TREASURER OF REAGAN BUSH COMMITTEE,
REAGAN BUSH COMPLIANCE FUND AND DEMOCRATS
FOR REAGAN CONCERNING RESPONSE TO THE
INITSRIM AUDIT REPORT, Memorandum to the
Commissioners dated July 15, 1981

The above-named letter was circulated 20 the Commission<

24 hour no-cbjecticn basis at 11:00, Suly 16, 1981.
There were no objecticns tc the prososed lezter at

the “ime cf the deadline.




FEDERAL ELECTION COMMISSION
WASHINCTON. D C. 20463

July 15, 1981

TO: THE COMMISSIONERS

THROUGH : B. ALLEN CLUTTER

Q;CfL {Eé%;t

STAFF DIRECTOR
FROM: BOB COSTA

SU3JECT: LETTER TO TREASURER OF REAGAN BUSH
COMMITTEE, REAGAN BUSH COMPLIANCE FUND
AND DEMOCRATS FOR REAGAN CONCERNING
RESPONSE TO THE INTERIM AUDIT REPORT

The attached letter is being sent to the Treasurer of the

above Cocmmitsees advising him of the Commission's decision to
‘@eny a 30 dayv extension of :ime to respond to the interim audit
report. The Cflice of General Counsel has been censulted during
the preparation of this letter. )

This memorandum is being circulateé cn a 24 hour no objecticn

basis., Upcn approval, the letter will be hand delivared to +he
Ccmmittees' counsel.

Shoulé vou have any cuestions, please o not hesitate %o
contact Charles Hanshaw or Tom Nurthen at extension 3-4155.

ttachmens as stated




BEYORE THE FECSRAL EIBCTION COMMISSION

In the Matter of

Peagan Bush Campliance Fund

)
)
Reagan Bush Committee )
)
Democrats for Reagan H

CRITTICETION

I, Marjcrie W, Emmcns, Recording Secretary for the Federal
Election Cammission's Executive Sessicn on July 14, 1981, do
hereby certify that the Camission decided by a vote of 6-0 to
deny the request of Edward L. Weidenfeld, Esg. fcr a 30 éay
extension of time o respond to the interim audit repert for the
Reacan 3ush Cormittee, Reacan Bush Carpliance Fund, and Democrats
Zor RPeacan: and further, to include in the Final Audit Report a

section wiiich srasents the Coamittee's pesiticn regarding their

lack of 2 timely response, and that the report weuld be unchanged

Irom the Comissicn agzroved interim audit repor: excest for the
agcve-named section.

Attest:

Sa=s Mardcrie W. Emmons
Secretary of the Cammissicn




FEDERAL ELECTION COMMISSION

WASHINCTON. D C. 20463

July 8, 1981
MEMORANDUM
TO: THE COMMISSIONERS

THROUGH : B, ALLEN CLUTTER
STAFT DIRECTOR

FROM: BOB COSTA %%

SU3JECT: REQUEST FOR EXTENSION TO RESPOND TO
INTERIM AUDIT REPORT ~ REAGAN BUSH
COMMITTZE, REAGAN 3USH COMPLIANCE
FUND, AND DEMOCRATS FOR REZAGAN

On July 7, 1981, the Commission zeceived a letter f£rom the
-abcve nameé Committees (see Exhibit A). The leiter concerned
the Cemmittees' response to the Commission approved interim audit
rerert Zerwaréded cn June 19, 1981. .

The Committess' :e!pcnse is due on July 20, 1981 (30 davs

£rom receipt c¢f the interim repert). The Committees are
recuasting a 320 day extension cf time in order to respond on
or beicre August 19, 198l. The Committess' attorneyv has cited
various reasons in the request including a FOIA reguest recently
subritted reqguesting the éisclosure, inspections, and copying cf
workpapers generated or relied upon with respect to several
£indings and recommendations contained in’ the interim report (see
Exhibit 3).

It should be ncted that photocopies cf workpapers pertinent
to the audit £findincs were presented £o the Treasurer at the
axit conference on March 27, 1981, Further, pursuant to a reguest
zy the Ceocmmittees' attcrney on July 2, 1981 photoccpies
made cf the same werkpapers associazted with tour reimburse-
lecal and compliance expenditures, and capital assets,
given to <he atiorneyv.
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HE COMMISSIONERS

No extensions of time will be granted for the
Presidential committees to respond +o the
Ccmmission's letter of audit f£indings. Each
committee will be told at the exit conference

that no extensions will be granted. Generally,

the response time will be 30 édays. In certain
unusual cases the time period may be longer,
particularly where the findings chance as a

result of legal analysis and Commission review

anéd considerakble action is required of the
committee. Since the audit findings will be
discussed with the ccmmittee at the completion

of the audit fieldwork, the committee will have
approximately 15 weeks to respond to the £indings.
This represents over 80 percent of the time period
between completicn of the aucdit {ieldwork and £inal
release oZ the letter of audit findings. (excerpt,
pace 4, Agenda Document %#79-287).

Therefore, we recommend that the reguest for an
Further, it is reccmmenced %hat the Final Audit
section which presents the Committee's position recarding their lack
0f a timely response anc be released publiclv. The repori: would te

unchanced Irom the Cemmission approved int

tproved interim audit reperit except
£or +the above mentioned section. :

extension be denied.
Report contain a

steéd that this matter be placed on the July 14,
essicn Acenda for Commissicn ceonsideration. By
is being referred to the CZfice of General

Should you have any questions, please contact Tom Nurthen
- er Charles Hanshaw at extension 3-4155.
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HAND DELIVERED

Chairman John W. McGarry
Federal Elections Commission
1325 K Street, N.W.
Washington, D.C.

Re: Interim Audit Report oi the
- Reagan Bush Committee, Reagan
Bush Compliance Fund and
Democrats For Reagan

Dear Mr. Chairman:

I am writing in response to Mr. Robert J. Costa's
letter ézted June 18, 1981 to Mr. Scott Mackenzie which
enclosed the above-referenced audit report.

I respectfully request an extension of 30 days to
respond to the interim audit for the following reasoms:

1. It has been extremely ci cult to locate the
nancial records of the agan campaign which
2 relevant to fincdings comencation
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LAW OFFICES
- MeKenNA,CONNER & CUNEO

Chairman John W. McGarry
July 6, 1981
Page Two

that many of the matters highlighted in the
audit report occurred quite some time ago, it
has been particularly difficult to acquire

the ano*matﬂon necessary to prepare a response
to the FEC.

A Treedom of Information Act request was recently
submitted to the FEC requesting the dzsclosure

. and inspection and copying of the auditors' work

- papers generated or relied upon with respect to

several of the findings and recormendations con-
tained in the interim audit report. The Committee
will not be able to prepare an adequate response.
to the zudit report until the requested materials
have been reviewed.

Due to the difficulty to date in locating the £i ﬂanc1a1

relevant to the subJect matters discussed in the FEC's

zudit report, it is imperative that the Committee be

a 30-cday excension within which to respond. Additional

essential in order for the Cc:m*ttee to lccate and review
the relevanc recerds and prepare an effective reply to the FEC's
initiel findings.

: The Committee's respomse to the Interim Audit Report
is cur eﬂtl} due July 20, 1981. 1in l-gnb of the above justifi-
~ cations, however, a 30- day extension for subm-tt:ng a *esp0ﬂse
‘on oT be-ore Auéust 19 1981 is hereby *ecuested

Sincerely,

Edward‘L. Weijenfeid

Steele, Esg.
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HAND DELIVERED

N.W.

n, D.C. 20463

reecdem of Informatieon Acr Recuaset

Dear Madezm or S

§ 532, as amended,

Pursuant to The Freedem of Infermztion Act, 5 U.s.C.

and the regulations izplementing that Act,

1l C.F.R. Part 4, request is hereby made on behals of The
Reagan 3ush Comxittee and The Reagan Bush Compliance Funé for

the disclosure and inspection and

copying of the documentcs

described below:

1

All auditor work

papers and docuxents generated
cr relied upon with respect o the findings

anc recommencations in § II.4& (Reagan 3ush
Committee - Limiteticon on Expendicures) of
the FEC Interim sudi: Report of the Reagzn Bush
Cecomittee and Rezgan Bush Compliance Fumé dated
June 18, 1981




MikeEnna, CONNER
FOIA Ciiicer
Tederal Zlezticn
July 6, 1981
Page Two

2. All auditor wecrk papers and documents generated.
o Talied upon with respect to the findings and
reccmmendations in § III.4 (Reagan 3ush Cormictee -
Expenditures in Ixcess of the Lizitatiocn) of the
T=C Interim Audit Report of the Reagzan 3ush
Cozmitzee and Reazgan Bush Cocmpliznce Fund dated
June 18, 1981. ‘ )

All audicor work papers and documents geneTrated
or relied upon with respect to the IZindings and
recommendations in § III.3(1l) and (2) (Campaign.
Tour Reimbursements) of the FZC Interia Audit
Report cf the Reagan 3ush Committee and Reagan
Bush Cezmpliance Fund dated June 18, 1681,

All auditor work papers and docuzents generated
cr velied upen with Tespect to the Iindings and

-l

recommendations ian § IITI.C(L)-(&) ("
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f“eéc-a- ;hc:icn Comiuion
o July. 6, 1981
“'Page Th-cc

_;WW This rcqucs. should be- conside:ed an- appeal ‘ron any
dec.sioﬂ denying ‘any-porticn of this. Tequest and prompt ncticc
of che: ac~ion taken. with. °espect to such: -appeal ‘is request cd

‘hc undersigned” will be: —espons.ble £or the -casonablc

costiof: ‘locating and. rep.oducing the requested docu:gj;s to the-
A ex.cw: :equircd by you' regn a:ions.‘wmg Lo

Sincerely youss,

=cward L. weidenfe
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:‘FEDERAL ELECTION COMMISSION -

T WASHNC'O!\ DC ‘0“3

: dROﬁBRT :r cosn {\\)

. amuonxt' »w fmous/mcm'r cmmrﬂ""""
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. REQUES'.L‘ FOR POS'.L‘PONBMBNT OF THB s'rn'r OF

~- THE*AUDIT ‘OF: THE “REAGAN/BUSH COMMITTEE,
Memorandum to the Comissioners datad“
January 16 1981“;-~
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FEDERAL ELECTION COMMISSION
WASHINGTON, D C. 20463

January 16, 1981
MEMORANDUM

TO: THE COMMISSIONERS

THROUGH B. ALLEN CLUTTER, III
STATF DIRECTOR

FROM: ROBERT J. COSTA

SUBJECT: REQUEST FOR POSTPONEMENT OF THE START OF
. THE AUDIT OF THE REAGAN/BUSH COMMITTEE

I. Summarv of Issue-and Recommendation

On January 15, 1981, the Audit Division received a letter
from the Reagan/Bush Committee (see Exhibit A). The letter
contains a2 recquest to postpene the start of the general election
audit frem January 1%, 1981, to January 26, 198l1. The Audis
Division recommends bnau the postponement reguested be granted.

Backarcund

the Commitiee cites Inaucural festiviiies as
reguesting the pestponement.

the Reccmmendation

Since the :naugurahion and. suksecuent Zfestivities will

prebably command most of the Cemmittee officials' working heours
éuring the week January 19,-23, 1981, the Audit staff believes
the Ccmmittee's recuest to be rsascnable.
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Reagan Bush Comrmittee
901 South Highland Street. Arlington, Virginia 22204 (703)685-3400

January 15, 1981

My, Charles Henshaw

Federal Election Commission
1325 K Street, NW
Wwashingten, D.“C. 20463

Dear Charlie:

Due to the Inaugural festivities, clease grant the Reagan Bush
lecticn audit an extension Zrom January 19 to January

ional Treasurer

ore

l‘., yelan t -

B3 2 e . Meguan Hueh C .mmitice Lrite States Senator Pavilavan Craiema= Nas Hucnanan Treasurer




FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20463

Decemnber 4, 1980

Ms. Bay Buchanan, Treasurer
Reagan/Bush Committee

910 South Highland Street
Arlington, Virginia 22204

Dear Ms. Buchanan:

Please be advised pursuant to 26 U.S.C. %007 (a) and

9003(a) (3), and 11 C.F.R. 9003.7, that on January 19, 1980,
the Audit Division of the Federal Election Commission will
proceed with the General Election Audit of the Reagan/Bush
Committee {(formerly Reagan for President General Election
Committee) and all other authorized Committees. The audit .
will ke ccnducted under generally accepted avditing standards
anéd procedures, and will include & thorcuch examination of
qualified campaign expenses, the verification ca-= .He comzlete=
ness and accuracy of statements and reports £iled with the
Federal flection Commissicn, and a review of the Committee's

compliance wi th Title 2 recordkeeping and repcriing reguirements,
a““ centripution and eXHenuxture iimita%ions. )

To faciliate the audit, please have available fcr 1ﬂs=ectz n:

1. a copy of your Charter and 23y-iaws, and Ozcanization
Chart, if any;

2. any £low charts or procedure manuals, including ADP
specifications you may have relating to your accounting system(s);

the names and duties of key accounting personnel;
vour general and subsidiary ledce*s, *our 1als, or

rintouts of Ccmmititee finanacial act ivity/accounting

your source documents for coniributicns received
to 11 C.F.R. Section 9003.3;
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Ms. Bay Buchanan, Treasurer
Reacan/3ush Committee - ‘

Page 2

8. a copy of printed matter, including solicitation
materials, generated by the campaign, and

9.+ all other accounting data not speczf;cally menticned
“in 1. through 8. above which may be recuired zn order to meet
the aforementioned audit objectives.

Also, please find enclosed:
(a) bank confirmation forms;
(b) statement of availability)of Eéééias;fana’
(c) statement of bank accounts and cash on hand.

The bank confirmation forms are to be completed and returned
to the Audit Division within 10 days of your receipt. tems (b)

and (c) are to be prcv;ced to the Audit staff at .he entrance
conference.

It is estimated that our fieléwork will take seven (7) weeks.
I+ would be aprreciated if vou could make available werk space
for six (6) auvditors, and make available knowledceable members
of your staff during our fieldwork to answer guestions that may
ar;se.

. you Lave aay questions concerning the auéis, or if we
- .can be of any assistance to you, please call Cha*les Eanshaw or
- Whomas Nurthen at (202) 523- 415 ‘

Sincerely,

Robert 57 Costa
Assistant Staff pirector
£or the 2uéi+ Division

.Enclecsures as stated




FEDERAL ELECTION COMMISSION
WASHINCTON, D C 20463

Suly 24, 1980

Honorable George Bush
710 Nor=h Pcst Qak Road
Suite 208

Houston, Texas 77024

Dear Mr.- 3ush:

This letter is to advise ycu that, pursuant <o 26 U.S.C.
Secticn 9005 and 11 C.F.R. Section 143.1, on gJguly 24, 1980, -
the Ccmmissicn approved a staff report which states that vou,
as a Vice Presidential Candidate and Honorable Ronald Reagan
as the Presidential Candidaite, in the general election, have
satisfiied the eligibility reguirements o 26 U.S.C. Section
9003(a) and (k) and 11 C.F.R. Secticn 141.1 ané 141.2. 1In
approving this repor:, the Commissicn has formallv established
eligibility to receive a pavment in the £ull amount of
$29,440,000.00, £rom the Presidential Zlection Campaign Fun
under the crovisicns of 26 U.S.C. Secticn 2006(b) and 11 C
Section 143.2. A copy o the report is enclosed for vour
mation.

these mesters, plzass
cf the

- RS e ™ierps ma

nuﬁ! M '.‘Q

Git Divisi 23241 ’ e (800) 424-9530.

Sincerely,

Hat & Jidtsadon]
/.

Max L. Friedersdori
Chairman Zor the

Feleral
Electicn Commission




FEDERAL ELECTION COMMISSION
WASHINCTON. DC 20463

July 24, 1980

Honorable Ronald Reagan
. 109260 Wilshire Boulevard
Los Angeles, California 90024

Dear Governor Reagan: ,
This letter is to advise vou that, pursuant to 26 U.S.C.

Section 9005 and 11 C.F.R. Section 143.1, on July 24, l198¢C,

the Commission approved a staff report which states that you,

as a Presidential Candidate in the general electicn and

H#onorable George Bush, as the Vice Presidential Candidate,

have satisfied the eligibility reguirements of 26 U.S.C.

Section 2003(a) and (b) and 11 C.F.R. Section 141.1 and 141.2.

In approving this report, the Commission has formally established

vour eligibility to receive a payment in the £ull amount of

§25,440,000.00, from the Presidential Election Campaign Fund

under the provisions of 26 U.S.C. Section 9006(b) ané 11 C.T.R.

Secticn 143.2. 3 ccpy of the repert is enclosed for your infor-

- de
Ma&ctlion.

U have any guesticns re these matters, clease
Charles Zanshaw or ! hcmas Nurthen ¢ the

- e

(232} 3523-4133 cor tol ee (80C) 424-95:0.

incerely,

. . .
ey ;/ o,’/%caéeef&% |
Max L. Friecdersdor?

Chairman for .the Federal

Elecis Cc@missi ﬁ?'
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FEDERAL ELECTION COMMISSION

WASHINCTON D C 20403

RECEIPT FROM THE UNITED STATES DEPARTMENT OF TREASURY

CERTIFICATION FOR PAYMENT

Date: Julv 24, 1689

Pursuant to 26 U.S.C. Section 9005 and 11 C.F.R. Section
143.1, a Certification for Payment from the Presidential
Election Campaign Fund was received on this date from the

Tederal Etlection Ccmmissien for:

Hcnorable Renald Reagan
ané
. Honecrabkle George 3ush
President General Election Commitcee

amouns: $29,:u40,000.00

al

Covdifica pront




FEDERAL ELECTION COMMISSION

WASHINCTON, D C. 20463

July 24, 1980

#onorable G. William Miller
Secretary.

Department of the U.S. Treasury
Washingten, D.C. 20220

Dear Mr. Secretary:

Pursuant to 26 U.S.C. Section 9005(a) and the Commission's
regulations at 11 C.F.R. Section 143.1, on July 24, 1980,
the Federal Election Commission determined +that Ecnorable
Ronald Reagan and Honorable George Bush, respectively, the 1989
Reoubllcan Presidential and Vice Presidential Candidates, have
satisfied the provisions of 26 U.S.C. Section 9003 ané il C.F.R.
Section 141.1 and 141.2 for eligibility to receive public funds
Zor use in their Presidential and Vice Presidential campaigns.

Acceordingly, +he Commission certifies +o veu tha+t the %iwo
named Candidates are entitled under 26 U.S.C. Section 2004 ané 11
C.F.R. Section 143.2 to receive a payment in the amoun= of
§29,440,000.00 ZIrom the Presidential Zlection Campaign Fund
established pursuant to 26 U.S.C. Section ¢006. This amoun<
rerresents the Zull entitiement for the ’080 Presidential General
Election as specified at 2 U.S.C. Secticns 44la(k) (1) (B)ané 44la(e).

In accordance with 11 C.7.R. Section 141.1(é), these
Candidates have designated the following perscn who is entitled
to receive the pavment from the Fund:

Ms. Bay Buchanan, Treasurer
901 S. Highlané Sireet
Arlington, Virginia 22204




Honorable G. William Milicé!

. The c;ndidatcs. in accordance with 11 c P R. sgction 141. l(d).
. have dcsignatcd thc ccllcwing campaign dcpcsitc:y.
" Riggs National Bank of Washington N
1503 Pennsylvania Avenue,. N W. ‘
‘ Washingtcn, D. c. 20005 )

‘11<Since’elv,

. :Z721£4 'y0244¢42}udlf;/£:
'”Max L. Priedersdorf .
Chairman for the :
Fedezral Aglection Cecmmjssion

John W.. WcGar°y o
Vice Chairman for the =~ ' .
FTederal Zlection Commissicn




FEDERAL ELECTION COMMISSION

WASHINCTON, D C 20463

. THE FEDERAL ELECTION COMMISSION

In the Matter of

Hcnorable Ronald Reagan

Honorable George Bush

Reagan for President General Election
Committee

Approval of Payment: $29,440,000.00

CERTIFICATION

i, Marjorie W. EZmmons, Secretary to the Federal Election
Commissicn, do hereby certify that on July 24, 1980,
the Ccmmissicn determined by a vote of 6-0 that the
Ronalé Reagan and Zonorable Gecrge Bush/Reacan For
General Election Commititee are entitled to a
£ren the Presidential Election Campaign Funé in +he

amount of $25,440,000.00.




FEDERAL ELECTION COMMISSION

WASHINCTON D C. 20463
REPCRT OF 7THE AUDIT DIVISION -
ON
KONORABLE RONALD REAGAN
AND
HONCRAZLE GEORGE BUSH
REAGAN FOR PRESIDENT GENZRAL ELZCTION COMMITTEZ
Section 2003(a) and () o0f Title 28 cf the Uniteéd States
Code and Sections 141.1 ané 141.2 o Title 1l of the Coée of
Tederal Regulations set forth a series of acreements and certi-
fications which must be executed bv a Presidential ané Vice
Presidential Candidate in order to estanlzs“ eligibilizy Zer
general electicn public funding.
On July 18, 1080,
Georce Bush- su:. =c a 1l

ané certificas
Titie il o2 ;he

ée
T:ese agreements ard
Division and we“e Zc

Reccmmendaticr
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racomnends that the Ccmmissicn

ané Henorable Gecrge Bush, :es;ect;'

n<ial and Vice FPresidential Canéidactes,
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FEDERAL ELECTION RCOMMISSION

WASHINCTON. D.C. 20463

July 18, 1980

TO: THE comnzsszonsas
 THROUGH: BILL LOUGHREY _
FROM:  BCB COSTA

SUBJECT: - 'RECEIPT OF CANDIDATES LZTTER OF -
" . " AGREEMENTS FOR CERTIFICATIONS FROM
RONALD REAGAN AND GEORGE BUSH

fhis memé*aﬁ um is to advise you that on :r;day, Julv 18,
- 1980, the letter of agreements and certfications signed by

;~Cowe:nor Reacan and Georce 3ush was hand-delxvevea £to the nudit DS
Divisicr. att~c~ed is a ccpy of that letter,

‘Upon concurrence of the Office o: Gene*al Ccunsel »ha.

T Teets the reguirements ¢f the Act and the CQnmzss-Oﬁ $-.
a.zcﬁs; the Zligibility Report and cocunents pertaining t

_certification. for: pavment of $29,440,000.00- will be ‘o'»-x..rar..et.:'”w

‘Procedures similar to those useé for Presicdential P:-ma-
ching Payments.




RECEIY

RONALD REAGAN B R UG RARL

The Honorable Max L. Friedersdorf
Chairman

Federal Election COmmiss.on

1325 K Street, N.W.

Washington, D.C. 20463

Dear ﬁr. Chairman:

We, Ronald Reagan and George Bush, the
nominees of the Republican Party for President
and Vice President of the United States, do
certily and@ agree under penalty of perjury
pursuant to Chapter 95 of Title 26 of the United
States Code tc the following conditions in order
that we may be eligible to receive any payments
under 2¢ U.S.C. Sec. 9006:

(1) We anrnd our authorized commiztees
have not incurred amd will not incur
gualifiad campaign axpenses in
excess of the aggregate payments
‘20 which we will be entitled under
26 U.S.C., Sec. 9004 and Sec. 9006;

No contributions to defray qualified

‘campaign expenses have been or will

e accepted by us or our authorized

committees, except tc the exient

necessary to make ur any deficiency

in payments received out of t£he fund

Qa1 account of che applicaticon of 26

U.S.C. Sec. 9006(c), and no contribu-
to deiray expenses which would
lzf;ed campaign exsenses sut fox

- LSS TR St Lt e
O e TeWwe aam, ‘e. Q& LT

e accepted v us or any ol
horized commictees:




RONALD REAGAN

The Honorable Max L. Friedersdor?
Page 2
July 18, 1980

(3) We and our authorized committees agree
to obtain and furnish to the Commis-
sion such evidence as it may request
of the gqualified campaign expenses of
our campaign;

We and our authorized committees agree
to keep and furnish to the Commission
such records, books, and other informa-
tion as it may reqguest;

We and our authorized committees agree
to an audit and examination by the Com-
mission under Section 9007 and. to pay
any amounts reguired to be paid under
such section:

We will not knowingly make expenditurces
in connection with our campaign frem
ocur personal funds, or the funds ¢f our
immediate families which, in +the aggre-
gate, exceed $50,000.

Our agent for the receiprt of this payment is
Bay Buchanan, Treasurer of Reagan for President,
whose address is 901 S. Highland St., Arlingten,
Va. 22204. The official campaign depository for
this funé is the Riggs National Bank of Washing-
ten, 15C3 Pennsylvania avenue, N.W., Washington,
D.C. 200Cs.

Sincerelyw,




FEDERAL ELECTION COMMISSION

1325 N STREET NW.
WASHING TON,D.C. 20463

ADDTTIONAL 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
ORGANIZATTON'S COMPLETED COMPLIANCE ACTION FILE
SIMPLY ASK FOR THE PRESS SUMMARY OF MIR # (j()[ .
THE PRESS SUMMARY WILL PROVIDE A BRIEF HISTORY OF
THE CASE AND A SUMMARY OF THE ACTIONS TAKEN, IF ANY.
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FEDERAL ELECTION COMMISSION

WASHINCTON D C 20463

September 23, 1982

MEMORANDUM -
TO: FRED S. EILAND />(/
PRESS OFFICER @_Q,Q’,\,%‘/
FROM: BOB COSTA \\ QY
SUBJECT: PUBLIC ISSUANCE OF ADDENDUM TO THE FINAL

AUDIT REPORT - REAGAN BUSH COMMITTEE,
REAGAN BUSH COMPLIANCE FUND AND
DEMOCRATS FOR REAGAN

Attached please find a copy of the Addendum to the Final
Audit Report of Reagan Bush Committee, Reagan Bush Compliance
Fund and Democrats For Reagan which was eprroved by the
Commission on September 22, 1982.

Information copies of the Addendum to the Final Audit Report

have been received by all parties involved and the Addendum may
be released to the public.

Attachment as stated

cc: FEC Library
RAD
Public Record v



FEDERAL ELECTION COMMISSION

WASHINCTON, D C 20463

Sectermber 9, 1982

MEMORANDUM
TO: THE COMMISSIONERS R
THROUGH: B. ALLEN CLUTTER

STAFF DIREC

TOR
2
FROM: BOB COSTA 7%{/

SUBJECT: ADDENDUM TO THE FINAL AUDIT RTPORT -
REAGAN BUSH COMMITTEE (RBC), REAGAN BUSH
COMPLIANCE FUND AND DEMOCRXTS FOR REAGAN

I. Summary of Issues and Recommendations

On January 12, 1982, the Audit staff received the RBC's
response to the final audit report. 2lso, cn that date the RBC

filed two amendments to its 1980 Year-Ené Xepocrt of Receipts and
Expenditures in response to Finding II.Z.

The Audit steff performed additionzl fielidwork after
receiving the RBC response to verify the information contained
therein and to update the review of activitiec since the initial
aucéit fieldwork. Based upon the RBC respcase and additional
fieldwork performed, the amount repayveble =zo the U.S. Treasury is

$13,506.00 (see Finding II.B.). The 2uéit stzff recommends that
the Commission approve this repayment amount.

Further, it is recommended that this document be placed on

the public record as an addendum to the oublicly released final
audit report.

I1. Background

On December 9, 1981, the RBC receiveé z copy of the final
audit report. The report afforded the R3C 30 days to respond to
certain findings and conclusions contzineé therein.

The RBC was reguested to file certzi- zmendments to its 1980
Year-End Report of Receipts and Expendit €. Further, the RBC
was requested to furnish additional inforzz:ion concerning
interest earned on investment of public funds, and repay to the

-e

U.S. Treasury the value of interest earned {iless taxes).



o~
4

A. Monies Received by the Reagen Bush Committee Relating
to Expenditures Made by the Reoubliican National
Committee

Finding I1.A. on Pages 3 througk 2 of the final report
contained the recommendation that an emencment be filed by the
RBC to its 1980 Year-End Report of Receipts and Expenditures to
correct the public record with respect to monies received
relating to expendltures made by the Repubtlican Kational
Committee. It was recommended that (1) the value of these monies
($1,138,891.24) be reclassified from line 21 to line 22 of the
Detailed Summary of Receipts and Expenditures (Page 2, FEC Form
3P) and that lines 14 and 15 (FEC Form 3P, Page 1) be corrected
to reflect the changes to expendltures subject to the limitation
resulting from the reclassification of thzse monies, or (2) as an
alternative, the correction to the pubdblic record may be
accomplished by placing an asterisk at line Z1 of the RBC's 1980
Year~End Report of Receipts and Expenditures stating "see the
Federal Election Commission final audit report at pages three
through nine". Finally, the RBC was :o file an amendment to its
1980 Year-End Report of Receipts and txpexditures to reverse

transactions contained in an amendment mrsviocusly filed by the
RBC on April 1, 1981.

-

The RBC filed amendments on J
the reclessifications and reversals. &

8 ]

ct 3,
EE UL L
m

rv 12, 1¢82 recarding

B ver, the R3C
erroneously reclassified expenditures tc ing $1,128,821.24 from
line 24 to line 25 of the Detailed SL.ucI' of Receipts and
Expenditures (“EC Form 3P, Page 2) which restlted in an
understatement of expenditures subject tc liritation at lines 14
and 15(a).

o m
<

When notified that the reclazssificetion of expenditures
(from line 24 to line 25) was not acceptedle, the R3C £iled an
amendment on July 8, 1982, thereby correciinc the erroneously
reclassified expenditures. The R3C follicw~ed the alternative
recommendation in the finzl audit reporct.

rRecommendation

Based on the above, no further actica is necessary on this
matter.

3. Investrnent of Public Funds

At Flnclﬂg III.2. on Pages il zné 12 of the final audit
report, the hudit staff recommended tha:t the R3C submit
documentaticon to the Audit Division concerning any interest
earned since March 18, 1981, and documentzticn supporting
Federel, State, and locel taxes appliceble tc &ll interest
earned. Further, the Audit staff recomzended that the RBC repay
to the U. S Treasurv $251,122 ($465,04C.£56 interest income, less
$213,9213.36 Federal taxes) plus an arount eguzl to any income
rece1ved as a result of investment or cther use of oubl1c funds
(less taxes) since March 18, 1981, pursuznt to 1l C.F.R. 9004.5.



In its response to the final auéit report, the RaC
stated that it earned an additional $29,303.88, thereby bringing
the total interest income earned from the investment of public
funds to $494,344.74. 1In addition, the R3CT repaid $251,112 to
the U.S. Treasury in January 1982.

The Audit staff conducted fieldworx to verify the
information contained in the RBC response o the final audit
report. Based upon the records presented, the Audit staff
determined that, since March 18, 1981, the R3C earned an
additional $26,883.73 in interest bringinc the total interest
earned since inception to $491,924.59. The fcllowing

illustration depicts the disposition of ths interest earned by
the RBC:

Interest Income per Audit staff $491,924.59
Less: Net Federal Income Taxes Paid - 227,306.59
Amount Repavable to the U.S. Treasury $264,618.00
Less: Repayment made .to the 251,112.00

U.S. Treasury

Amount Due the U.S. Treasury $ 13,506.00 1/

The Audit staff recommends that <ithin 20 days of
receipt of Commission notification the R2C celiver to the
Commission a check pavable to the U.S. Trezsary in the amount
of $13,506.00.

1/ Any additional Federal Income Tax ref:nd(s) received

is to be repaid to the U.S. Treasury.




c. Determination of Net Outstandinc Quelified
Campaign Expenses

Finding III.B. on Pages 12 throuch 14 of the final
audit report contained an analysis of the financial position of
RBC as of December 4, 1980. During the £follow-up fieldwork, the
pudit staff reviewed the books and records in support of RBC
activity through March 31, 1982 and updzted the figures contained

in our initial analysis. The following represents the updated
information.

Reagan Bush Committee
Analysis of Net Outstanding Qualifie¢ Canpaign Expenses
As of December 4, 1¢80

Assets

~ Cash on Hand at 12/4/80 $ 5£2,559.66 2/
(with respect to Federal
payments only)

accounts Receivable 1,768,723.20
Capital Assets £€,617.93 3
Total Assets $2,357,200.79

Liabilities

accounts Payable for Qualified

Cerpaign Expenses $2,156,821.58
Reimbursement to the
Compliance Fund 127,883.67 4/
Total Liebilities $2,2%94,715.25

Net Outstanding Qualified
Campaign Expenses - Surplus

(Deficit) $ €3,185.54

2/ Tne RBC's actual cash on hand as of 12/4/80 is $983,957.36
which includes interest earned on Feceral funds. The value
($491,924.59 [$441,397.70 interest received + $50,526.89
interest receiveble]) of interest ezrned ané the lizbilities
arising therefrom have been excluded frox this statement in
order to present the financial position of the RBC as of
12/4/80 with respect solely to payments received pursuant
+to 26 U.S.C. 9006. See Finding II.Z2. for the disposition of
interest earned on public funds.

3/ The capital asset figure was calculated zs of Decenber 4,

1980. The RBC contends that a numt-er of the capitzl assets
were solé subseguent to that date; hcwever, no documentation
has been made available for our review which would
necessitate & revision to the $46,517.93 figure. Upon
receipt of adeguate documentation, acrropriate adjustments
will be made.

ey
~N

This amount is subject to an upwaré zéjustment.



. A copy of the working paper containing this analysis
was presented to Committee representatives. 3

The Audit staff would normally reguest a repayment of
the surplus amount noted in the analysis pursuant to the
provisions of Section 9007(b) (1) of Title 26 of the United States
Code; however, it is premature at this tirme since certain matters
under review by the Commission's Office of General Counsel may
have a significant bearing on this surplus. Upon resolution of
these matters, appropriate recommendations regarding any
repayment to the U.S. Treasury will be made.

III. Support for the Recommendation

Based upon the Audit staff's review of materials submitted
in response to the final audit report and records made available
during the follow-up fieldwork, it is recommended that the
Commission determine that $13,506.00 is repayable to the U.S.
Treasury within 20 days of the RBC's receipt of this report.

iV. Staff Coordinetion

& copy of this memorandum was furnished to the Office of
General Counsel for their consideraticn.



FEDERAL ELECTION COMMISSION

WASRHINCTON, D C 20463

Septerber 9, 1982

MEMORANDUM
TO: THE COMMISSIONERS )
THROUGH: B. ALLEN CLUTTER
STAFF DIRECTOR
FROM: BOB COSTA ’;Zj;%jlz’ |
SUBJECT: ADDENDUM TO THE FINAL AUDIT REPORT -

REAGAN BUSH COMMITTEE (RBC), REAGAN BUSH
COMPLIANCE FUND AND DEMOCRZTS FOR REAGAN

1. summary of Issues and Recommendations

On January 12, 1982, the Audit staff received the R3C's
response to the final audit report. 2lso, on thet Sate the RBC

£iled two amendments to its 1980 Year-Ené Report of Receipts and
Expenditures in response to Finding II.A.

The Audit staff performed additional fieldwcrk after
receiving the R3C response to verify the information contained
therein and to update the review of activities since the initial
auéit fieldwork. Based upon the RBC respcase &and additional
fieldwork performed, the amount repayable to the U.S. Treasury is
$13,506.00 (see Finding II.B.). The Zudit stzff recommends that
the Commission approve this repayment amouat.

Further, it is recommended that this document be placed on

the public record as an addendum to the publicly released final
audit report.

1I. Backcround

On December ©, 1981, the RBC receivel & copy of the final
audit report. The report afforded the R3C 30 Gdays to respond to
certain findings and conclusions contairec therein.

The RBC was reguested to file certeis azenéments to its 1980
Year-End Report of Receipts and Expenditures. Further, the RBC
was requested to furnish additional infor-ztion concerning
interest earned on investment of public funcs, znd repay to the
U.S. Treasury the value cf interest ezrnec¢ (less taxes).
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Monies Received by the Reagan sveh Committee Relatin
to cxpenditures Made by the Reoubiican Netional
Committee

Finding I1.A. on Pages 3 throvck © of the final report
contained the recommendation that an amenénent be filed by the
RBC to its 1980 Year-End Report of Receipis and Expenditures to
correct the public record with respect to monies received
relating to expenditures made by the Reputlican Rationzl
committee. It was recommended that (1) tte value of these monies
($1,138,891.24) be reclassified from line 21 to line 22 of the
Detailed Summary of Receipts and Expenditures (Page 2, FEC Form
3p) and that lines 14 and 15 (FEC Form 3P, Page 1) be corrected
to reflect the changes to expenditures susject to the limitation
resulting from the reclassification of these monies, Or (2) as an
alternative, the correction to the public record may be
accomplished by placing an asterisk at line 21 of the R8C's 1980
Year-End Report of Receipts and Expenditures stating "see the
Federal Election Commission final audit report at pages three
through nine". Finally, the RBC was to f£ile an amendment to its
1980 Year-End Report of Receipts and Expenéitures to reverse

transactions contained in an amendment previously filed by the
RBC on April 1, 13981.

The R3C filed amendments on Janiarl 12, 1982 recarding
the reclassifications and reversals. Bowzver, the R3C
erroneously reclassified expenditures totzling $1,138,821.24 from
1ine 24 to line 25 of the Detailed Summary of Receipts &nd
£xpenditures (FEC Form 3p, Page 2) which restlted in an
understatement of expenditures subject to lirmitation act lines 14
and 1l5(a).

When notified that the reclascsificetion of expenditures
(from line 24 to line 25) was not acceptedle, the R3C filed an
zmendment on July 8, 1982, thereby correczinc the erroneously
reciassified expenditures. The RBC folicwed the alternztive
recommendation in the final audit reporct.

recommendation

Based on the above, no further actica is necessary on this
matter.

B. Investment of Public Funds

At Finding III.A. on Pages 11 &=
report, the Audit staff recommended that
Gocumentation to the Audit Division conce
earned since March 18, 1981, and document
Tederzl, State, and local taxes applicable to gll interest
earned. rFurther, the Audit staff recomnended that the RBC repay
to the U.S. Treasury $251,122 ($465,040.856 interest income, less
$213,913.86 rederal taxes) plus an amount egual to any income
received as a result of investment or otter use of public funds
(less taxes) since March 18, 1981, pursuznt to 1l Cc.F.R. 9004.5.

12 of the final audit
e R3C submit

ing any interest
e-ion supporting
(-]

-
c
-
‘e
-
da

.
-

-
-




~w

e~

In its response to the final aucéit report, the R3C
stated that it earned an additional $29,303.38, thereby bringing
the total interest income earned from the investment of public
funds to $494,344.74. 1In addition, the R3C repaid $251,112 to
the U.S. Treasury in January 1982.

The Audit staff conducted fieléwork to verify the
information contained in the RBC response to the final audit
report. Based upon the records presented, the Audit staff
determined that, since March 18, 1981, the R3C earned an
additional $26,883.73 in interest bringing the total interest
earned since inception to $491,924.59. The following

illustration depicts the disposition of ths interest earned by
the RBC:

Interest Income per Audit staff $491,924.59
Less: Net Federal Income Taxes Pzid - 227,306.58
amount Repayable to the U.S. Treasury $2€64,618.00
Less: Repayment made .to the 231,112.00

U.S5. Treasury

Amount Due the U.S. Treasury $ 13,506.00 1/

The Audit staff recommends thet within 20 days of
receipt of Commission notification the R2C deliver tc the
Commission a check pavable to the U.S. Trezsury in the amount

of $13,506.00.

1/ &ny additionzl Federal Income Tax

ref:nd(s) received
is to be repaid to the U.S. Treasury.




c. Determination of Net Outstandinc Quzlified
Campaign Expenses

Finding II1I.B. on Pages 12 throuch 14 of the final
audit report contained an analysis of the financial position of
RBC as of December 4, 1980. During the fcilow-up fieldwork, the
rudit staff reviewed the books and recorés in support of RBC
activity through March 31, 1982 and updzted the figures contained

in our initial analysis. The following represents the updated
information.

Reagan Bush Committee
Anazlysis of Net Outstanding Qualifiec Carpaign Expenses
As of December 4, 18:¢0

Assets

~Cash on Hand at 12/4/80 $ 542,552.66 2/
(with respect to Federal
payments only)

Accounts Receivable 1,7€8,723.20
Capital Assets £6,617.93 3
Total Assets $2,357,900.79
Liebilities

accounts Payable for Qualified

Campeicn Expenses $2,136,£821.58
Reimbursement to the
Compliance Fund 137,883.67 4/
Total Liabilities $2,294,715.25

Net Outstanding Qualified
Cempaign Expenses - Surplus
(Deficit) $ 63,185.54

2/ The RBC's actual cash on hand as of .2/4/80 is $983,957.36
which includes interest earned on Feceral funds. The value
($491,924.59 [$441,397.70 interest received + $50,526.892
interest receivable])) of interest eztned ané the liabilities
arising therefrom have been excluded I-on this statement in
order to present the financial position of the RBC as of
12/4/80 with respect solely to payrezcs received pursuant
to 26 U.S.C. 9006. See Finding II.E. for the disposition of
interest earned on public funds.

3/ The capital asset figure was calculz<eé as of December 4,
1980. The RBC contends that a numte:r of the capital assets
were sold subseguent to that date; hcwever, no documentation
Les been made available for our review which would
rececsitate a2 revision to the $46,€17.¢3 figure. Upon
receipt of adeguate Gocumentation, ecproprizte adjustments
will be made.

&/ This amount is subject to an upwaré zéjustment.




A copy of the working paper cont&ining this analysis
was presented to Committee representatives.

The Audit staff would normally reguest a repayment of
the surplus amount noted in the analysis pursuant to the
provisions of Section 9007(b) (1) of Title 26 of the United States
Code; however, it is premature at this tire since certain matters
under review by the Commission's Office of General Counsel may
have a significant bearing on this surplus. Upon resolution of
these matters, appropriate recommendations recarding any
repayment to the U.S. Treasury will be race.

-

I111. Support for the Recommendation N

Based upon the Audit staff's review of materials submitted
in response to the final audit report and records made available
Guring the follow-up fieldwork, it is reccmmended that the
Commission determine that $13,506.00 is repeyeble to the U.S.
Treasury within 20 days of the RBC's receipt of this report.

1v. Staff Coordination

2 copy of this memorandum was furnistsé to the Office of
General Counsel for their consideration.







FEDERAL ELECTION COMMISSION
WASHINGTON, D C. 20463

July 8, 1983

TO: THE COMMISSIONERS
THROUGH : JAMES A. PEHRKON
ACTING STAFF DIRECTOR
FROM: BOB COSTA A
SUBJECT: ADDENDUM £2 TO THE FINAL AUDIT REPORT -

REAGAN BUSH COMMITTEE (RBC), REAGAN BUSH
COMPLIANCE FUND, AND DEMOCRATS FOR REAGAN

I. Summary of Issues and Recommendations !

On October 14, 1982, the Audit staff received RBC's response
to the Addendum to the Final Audit Report. Subsequently, in
January and June 1983, the Audit staff performed additional
fieldwork to update RBC's activity. Based on additional
fieldwork performed, the amount repayable to the U.S. Treasury is
$10,127.11 (see Finding II.B.). The Audit staff recommends that
the Commission approve this repayment amount.

II. Background

On September 23, 1982, the RBC received a copy of the
Addendum to the-final Audit Report. The report afforded the RBC
20 days to repay the U.S. Treasury for interest earned on
investment of public funds. Further, the 2ddendum noted at
Finding C, .Determination of Net Outstanding Quzlified Campaign
Expenses that a repayment recommendation was premature at that
time since certain matters were being reviewed by the
Commission's Office of General Counsel. Both issues are
discussed below.

A. Investment of Public Funds

At Finding II.B. on pages 2 and 3 of the Addendum to
the Final Audit Report, the Audit staff recommended the RBC repay
the U.S. Tredsury $13,506.00, which represented interest earned
on federal funds (less taxes).
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On October 14, 1982, the RBC delivered a check to the
Audit Division, payable to the U.S. Treasury, in the amount of
$13,506.00. This check was forwarded to the U.S. Treasury in
accordance with 26 U.S.C. 9007(d).

Based on the above the Audit staff recommends no
further action on this matter.

B. Determination of Unspent Funds

Section 9007.2(g) of Title 11 of the Code of Federal
Regulations states that a candidate shall be required to return
to the Secretary any portion of the payments under 11 C.F.R.
9005.3 which remains unspent after all qualified campaign
expenses have been paid.

In June 1983, the Audit staff conducted additional
fieldwork to update the RBC's activity through June 29, 1983.
Based on FEC reports filed through March 31, 1983, and
reconciliation of RBC's bank records through June 29, 1983, the
Audit staff determined that RBC's qualified campaign expenses
through June 29, 1983 total $29,429,872.89 (net disbursements
$29,428,093.59 + an account payable of $1,779.30).

On June 29, 1983, RBC delivered a check to the Audit
pivision, payable to the U.S. Treasury, in the amount of
$10,127.11 ($29,440,000 - $29,429,872.89), which represented the
amount of unspent federal funds. This check was forwarded to the

U.S. Treasury in accordance with 26 U.S.C. 9007(4).

Based on the above the Audit staff recommends no
further action with respect to this matter.

I1I. Support for~the Recommendation

Based upon the Audit staff's review of the response to the
Addendum to the Final Audit Report and records made available
during the follow-up fieldwork, it is recommended that the
Commission approve this final repayment amount ($10,127.11).

IV. Staff Coordination

‘A copy of this document was forwarded to the Commission's
Office of General Counsel. The Office of General Counsel's
comments are appended at Exhibit A.
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The Office of CGeneral Counsel Lz
zddendum to the final audit report on ii
("RBC"), submitted to this office on Ju
of the Commission's decision of July 6,
remzining auéit issues involving RBC, tre z
Counsel concursdin +he propcsed addencuam 0 T

report.
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FEDERAL ELECTION COMMISSION

1325 K STREET SN W
WASHANCTON. DL 20403

ADDITIONAL INFORMATION REGARDING THIS ORGANIZATION
MAY BE LOCATED IN A COMPLETED COMPLIANCE ACTION
FILE RELEASED BY THE COMISSION AND MADE PUBLIC IN
THE PUBLIC REOORDS OFFICE. FOR THIS PARTICULAR
ORGANIZATION'S COMPLETED OOMPLIANCE ACTION FILE
SIMFLY ASK FOR THE PRESS SIMMARY OF MR #_/yo/ .
THE PRESS SUMMARY WILL PROVIDE A BRIEF HISTORY OF
THE CASE AND A SUMMARY OF THE ACTIONS TAKEN, IF ANY.
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