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MEMORANDUM

TO: FRED EILAND
CHIEF, PRESS OFFICE

FROM: ROBERT J.. COSTA ;.:-~~. r":_I.s _ 1- f .) --<; L­
ASSISTANT STAFF DIRECTOR
AUDIT DIVISION

SUBJECT: PUBLIC ISSUANCE OF THE FINAL AUDIT REPORT
ON AMERICANS FOR ROBERTSON, INC.

Attached please find a copy of the Final Audit Report on
Aaercians for Robertson, Inc., which vas approved by the
Commission on March 26, 1992.

Informational copies of the report have been received by all
parties involved and the report aay be released to the public.

Attachment as stated

cc: Office of General Counsel
Office of Public Disclosure"""
Reports Analysis Division
FEC Library



FEDERAL ELECTION COMMISSION
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The Commission will consider any written legal and factual
materials submitted by the Candidate within this 30 day period in
making a final repayment determination. Such materials may be
submitted by counsel if the candidate so elects. If the Candidate
decides to file a response to the initial repayment determination,
please contact Kim L. aright-Coleman of the Office of General
Counsel at (202) 219-3690 or toll free at (800) 424-9530. If the
Candidate does not dispute this initial determination within the
30 day period provided, it will be considered final.

April 7, 1992

The Commission approved copy of the Final Audit Report will
be placed on the public record April 13, 1992. Should you have
any questions regarding the public release of this report, please
contact Fred s. Eiland of the Commission's Press Office at (202)
219-4155 or toll free at (800) 424-9530. Any questions you may

!n accordan~_e_.."'!t~~ ...JJ._._~ .r_~.~_ ..... §_9_0.J_~__ ~ ~_t~J t~.J __.an.d. __ tdJ (.1J.-# _._ the
Coaalssion has made an initial determination that the Candidate is
to repay to the Secretary of the Treasury $388,543.78 within 90
days after service of this report July 9, 1992. Should the
Candidate dispute the Commission's determination that a repayaent
is required, Coamission regulations at 11 C.F.R. S9038.2(c)(2)
provide the Candidate with an opportunity to submit in writing,
within 30 calendar days after service of the Coaaission's notice
May 11, 1992, 1e9a1 and factual materials to deaonstrate that no
repayment, or a lesser repayaent, is required. Further, 11 C.F.R.
S9038.2(c)(3) per.its a Candidate who has submitted written
materials r to request an opportunity to make an oral presentation
in open session based on the legal and factual materials
submitted .

Attached please find the Final Audit Report on Americans for
Robertson, Inc. The Commission approved the report on March 26,
1992.

Dear Mr. Shafer:

Mr. Fred H. Shafer, Treasurer
Americans for Robertson, Inc.
c/o Vandeventer, Black,

Meredith & Martin
500 World Trade Center
Norfolk, VA 23510

."""',



Attachments:

Sincerely,

have related to .att~rs covered durinq the audit or in the report
should be directed to Rick Halter of the Audit Division at (202)
219-3720 or toll free at (800) 424-9530.

Robert J. Costa
Assistant Staff Director
for the Audit Division

Final Audit Report on Americans for Robertson, Inc.

cc: Reverend ".G. "Pat- Robertson
Gordon Robertson (copy includes Schedules re: States and

Overall Limitations; NOCO Statement)

:-- -.... Pred •• Shafe... , Tre••urer
"'ri~an. for Robertson, Inc.
Pat- 2
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FEDERAL ElEtTION COMMISSION-'-'
\\·~SHISG10~. OC 3)461

REPORT OF THE AUDIT DIVISION
ON

~~ERIC~~S FOR ROBERTSON, INC.

I. Background

A. Overview

This report is based on an audit of Americans for
Robertson, Inc. ("the Committee") to determine whether there has
been compliance with the provisions of the Federal Election
Campaign Act of 1971, as amended ("the Act) and the Presidential
Primary Matching Payment Account Act. The audit was conducted
pursuant to 26 u.s.c. S 9038(a) which states that, "After each
matching payment period, the Commission shall conduct a thorough
examination and audit of the qualified campaign expenses of every
candidate and his authorized committees who received payments
under Section 9031."

In addition, 26 u. S •C .. S 9039 ( b ) and 11 c. F •R ~ --i-­
9038.1(a)(2) state, in relevant part, that the Commission aay
conduct other examinations and audits froa tiae to tiae as it
deeas necessary, and to require the keeping and subaission of any
books, records, and information which it deter.ines to be
necessary to carry out its responsibilities.

The Committee registered with the Federal Election
Co.mission on October 15, 1987. The Co••ittee .aintains its
headquarters in Chesapeake, Virginia.

The audit covered the period from July 15, 1986 through
May 31, 1988 .. 1/ In addition, data relating to the State.ent of Net
Outstanding Campaign Obligations (NOCO) were reviewed through
December 31, 1991.2//fhe Committee reported an opening cash
balance of $0, total receipts of $38,597,378.18, total disburse­
ments of $38,520,419.63, and a cash balance of $76,958.55 on May
31, 1988. Under 11 C.F.R. S 9038.1(e)(4) additional audit work
may be conducted and addenda to the report. issued as necessary.

!/

'1:./

This report does not address the matter included in MUR 2262
concerning the Committee not filing reports and stateaents on
a timely basis.

For the period September 1, 1988 through December 31, 1991,
the review of activity relating to the NOCO was based on
unaudited reported activity.



-rill. report 1. based upon docu.ent. and worlpapera which
aupport each of the factual stat•••nta. They fora part of the
record upon wbich the Co..i •• loft baa.d its dectatona on the
.etters in the report and were available to Co.-Issloners and
appropriate staff for review.

B. ~ey Personnel

The treasurers of the Coaaittee froa its inception to
present are:

Mr. Edward Whelan from November 20, 1986 to November 4, 1981,
Mr. James Patterson froa November 5, 1987 to March 2, 1988,
Mrs. Carol Simpson from March 3, 1988 to Match 20, 1988, and
Mr. Fred Shafer from March 21, 1988 to present.

c. Scope

r-",
(~-~,,--"
c~.~

The audit included such tests as verification of total
reported receipts, disbursements and individual transactions;
review of required supporting documentation; analysis of Co••ittee
debts and obligations; review of contribution and expenditure
Ii.itations; and such other audit procedures as deeaed necessary
under the circuastances; except that as a result of the

-------unavai-lability of -persons_ k_nowJ~_dgeable of certain events which
occurred during the audit period, coupled with --'th-e-.bsence--of
sufficient coapetent evidentiary aatter with respect to
disburse.ents, receipts, state bank account activity, certain
contracts and agree.ents apparently entered into by the Coaaittee
as well as other aatters discussed in this report, the scope of
the Audit staff'. ex.aination vas Ii.ited.

II. Findings and Recoaaendations Related to Title 2 of the
United States Code

A. Documentation For Receipts

Section 432{c) of Title 2 of the United States Code
states that the treasurer of a political Co••ittee shall keep an
account of all contributions received by or on behalf of such
political committee.

Durin9 our review of Committee bank accounts the Audit
staff attempted to identify the source of funds deposited into the
Committee's state bank accounts. According to Committee officials
it was the Committee's policy that all funds [including
contributions, refunds/rebates, etc.} were to be deposited at
National headquarters and that only funds transferred from
National headquarters accounts were to be deposited into state
bank accounts. However, Committee officials did state that they
were aware that in some instances contributions were deposited
directly into state bank accounts.
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The Audit staff identified deposits into state bank
account. totaling $561,452.39. After an extensive revle. of
docuaentation .ade avaiiable witb respect to the•• 4epo81ta, the
Audit staff vas able to identify the source of funds relative to
$184,811.42 of the $561,452.39; however, the source of $316,640.97
in state bank account deposits could not be determined given the
ltaited .mount of inforaat1on aade available.

In the interia audit report, the Audit staff reco..ended
that within 30 days of service of that report the Committee

o obtain information with which to determine the
source of funds relative to the aforementioned
$377,240.97 in deposits and provided same to the
Audit staff: and

file the appropriate amendment{s) to itemize, as
required, the identification of the source of funds
deposited.

In addition to requesting the documents from the
Co••ittee, the Commission at the same time sUbpoenaed fro. the
banks involved, copies of deposit tickets and checks deposited.

---- Tb.__ ln_f~_r!D~tJon _received as a resul t of these actions provided the
Audit staff with the fdenti fication of---t-he- --&O\lre-e- of--funds __fo~ all
of the deposits aentioned above. A review of the deposit slips
and checks did not reveal a material nu.ber of contributions which
required iteaization.

Recoaaendation 11

The Audit Staff reco..ends no further action on this aatter.

8. Matters Referred

Certain .atters noted during the audit were referred to
the Commission's Office of General Counsel.

III. Findings and Recommendations Related to Title 26 of the
United States Code

A. Calculation of Repayment Ratio

Section 9038(b)(2)(A) of Title 26 of the United States
Code states that if the Commission determines that any amount of
any payment made to a candidate from the matchin9 payment account
was used for any purpose other than to defray the qualified
campaign expenses with respect to which such payment was made it
shall notify such candidate of the amount so used, and the
candidate shall pay to the Secretary an amount equal to such
amount.



~b. regulations at 11 c.p.a. ,9038.2(b)(2)(il1) atate
that the ••ount of any repayaent sought under this .ection ahall
bear tbe sa•• ratio to the total aaount deterained to have b••n
used for non-qualified campaign expenses a8 the .mount of .etching
funds certified to the candidate bears to the total amount of
deposits of contributions and .atehing funds, as of the
candidate'. date of ineligibility.

The formula and the appropriate calculation with re.pect
to the Committee's receipt activity is as follows:

Total Matching Funds Certified through the date of
Ineligibility - 4/28/88

Numerator plus Private Contributions Received through 4/28/88

$8,620,257.45

$28,250,010.16

• .305142

C Thus, the repay.ent ratio for non":'qualrfied c411paiqn -expe-n-s-e-s-- -is
,,~_ 30.5142'.

B. Apparent Non-qualified Ca.paign Expenses

Section 9038(b)(2) of Title 2 of the United States Code
atatea in part that if the Coaaission determines that any ••ount
of any pay.ent a.de to a candidate fro. the .atching payaent
••ount vas used for any purpose other than to defray the qualified
C••pai9n expenses with respect to which such payment was aade it
shall notify such candidate of the a.ount 50 used, and the
candidate shall pay to the Secretary an a.ount equal to such
••ount.

Under 11 c.r.R. S9038.2(b)(3), failure to provide
adequate documentation in accordance with 11 C.F.R. 59033.11(a),
.ay result in a Commission determination that the undocumented
expenditures are non-qualified campaign expenses subject to
repayment.

Sections 9034.4{b)(3) and 9034.4(a)(3) state in relevant
part, that expenses incurred after the candidate's date of
ineligibility, are not qualified campaign expenses except to the
extent, they are costs associated with the termination of
political activity, such as the costs of complying with the post
election requirements of the Act and other necessary
administrative costs associated with winding down the campaign.



~ 4-~~-·:=_

Section 9033.11(a) states in relevant part that tb.
committee ahall obtain and furnish to the Co.-ission on requ••t
any evidence regarding qualified caapaign expenses .ad. by the
candidate, his or her authorized committees and agents or per.ons
authorised to make expenditures on behalf of the candidate or
committee .s provided in 11 erR 9033.11(b).

1. Payment of Penalties and Post Ineligibility
Expenses

During the course of the Audit staff's review of
expenditures, it was noted that the Committee and its agent made
13 expenditures totaling $88,894.29 for other than qualified
campai9n expenses. Nine of the expenditures involved payments for
tax penalties to the Federal 90vernment and several local
governments. The remaining four expenditures appear not to be
valid winding down costs or payments of an expense incurred prior
to the date of ineligibility. The Audit staff provided the
Committee with a copy of a schedule detailing 11 of the 13
expenditures, totaling $72,078.67, at the exit conference. The
Committee did not make any comments relative to the matter
mentioned above.

The recommendation contained in the interi. audit
r~port advised t-he Committee that absent a shoving to the
contrary, within 30 calendar days of service of this -report, -th-e­
Audit staff will recommend that the Commission make an initial
deteraination that the expenditures totaling $88,894.29 be viewed
as non-qualified campaign expenses and a pro rata portion,
$27,532.70 ($88,894.29 x .309724), be repaid to the United states
Treasury pursuant to 26 U.S.C. S9038(b)(2).

The Committee, in its response to the interi. audit
report, stated that it had no choice but to pay tax penalties and
interest when tax payments, due to lack of cash flow, were not
paid timely. The Committee noted that the wIRS Code admits no
latitude upon that 9round.~ The response then notes that Wit goes
against common sense to require AFR (the Committee) to pay funds
to the u.s. Treasury because AFR had to pay penalty and interest
to I.R.S. If AFR had not paid these amounts, a branch of the
federal government would be seeking payment. Since AFR did pay
these amounts, another branch of the U.S. government is
objecting."

In the opinion of the Audit staff, the Committee"
argument is not persuasive. The Commission's regulations at 11
C.F.R. S9038.2(b)(2) provide that the payment of fines or
penalties resulting from a violation of state or federal law is an
example of a non-qualified campaign expense, the pro rata portion
of which the Commission may determine is subject to repayment
under 26 U.S.C. S9038(b)(2). No "credit" or "allowance" is or
should be acknowledged relative to the payee receiving a payment
determined to be a non-qualified campaign expense.



Finally, the Coaaitt•• elected to addres.- ..­
payaents, totaling $16,815.62, for the purchase of button., buaper
stickers, etc., under ita response to rinding 111.8.2. which
addresses expenses associated with the Republican National
Convention. Accordingly, these items are addressed at Finding
111.8.2.; the 11 ite~s: totaling $72,078.67 ($88,894*29 less
$16,815.62), are detailed at Attachment 'I.

Recommendation 12

On March 26, 1992, the Commission made an initial
determination that $72,078.67 in tax penalties and payments not
related to winding down activities are non-qualified campaign
expenses and that the Committee make a pro rata repayment to the
United states Treasury of $21,994.23.

2. Expenses Paid Relative to the Republican National
Convention

According to Committee officials, the candidate and
staff attended the Republican National Convention in New Orleans,
Louisiana during the week of August 14, 1988. The Committee
maintained a file of paid expenses related to the convention. The
Audit staff's review of the file disclosed expenses for air fares,
hotel rooms, equipment rentals, ca-r---te-ntals, -food-pufc-b-a-se-s-r-phone
banks and the cost of decorating and renting a hospitality center.
The total amount of these expenditures was $57,666.39. Of this
total, $6,738.25 was spent for travel, $1,766 for phone workers'
salaries, and the remaining $49,162.14 for hotel rooms and other
services.

At an interim conference on 9/1/88, the Com.ittee's
campaign director stated that these expenditures were made for
Delegate maintenance. However, the Committee did not .ake any
response to this matter, when it was presented at the exit
conference.

The reference, made by the campaign director, to
"delegate maintenance" is not, in the Audit staff's opinion,
sufficient to transform the aforementioned convention related
expenses/non-qualified campaign expenses to valid winding down
costs·l/

The recommendation contained in the interim audit
report advised the Committee that absent a showing to the
contrary, within 30 calendar days of service of this report, the

~/ In the previous election cycle, the Commission made repayment
determinations and obtained repayments relative to convention
related expenses incurred and paid by candidates who had
withdrawn or had become ineligible by operation of 11 C.F.R.
59033.5.



e Audit staff will recollSend that the Co_halon ••k. an iniUal
d.t.~ln.tion that the expenditure. to~.lin9 $S7,666.39 be 9iewed
.a non-qualified caapalgn expenses and 8 pro rata portion,
$17,'60.66 ($5',666.39 x .309724), be repaid to the "United Itates
Treasury pursuant to 26 u.s.c. S9038(b)(2).

The Committee's response to the interim audit
report. dated June 25, 1990, contained the following discussion:

"AFR needed to have a presence at the Republican
National Convention in New Orleans during the
week of August 14, 1988 in order to aid its
fundraising efforts to retire debt. At ti.es
during this campaign, negative press reports had
a substantial impact not only on the candidate's
popularity but also on contributions.
Following Super Tuesday, contributions fell off
dramatically. AFR contends that this fali off
in contributions was not only due to the
candidate's loss of Super Tuesday but also was
due to extremely negative press coverage. As a
result, it was critically important that the
campaign have a presence in New Orleans and a
hospitality center for delegates committed to
Pat Robertson, in order_ to h~"_E! demonstrations
on the floor of the convention during--P-at-----
Robertson's priae time speech to the Convention.
AFR has copies of the videotape of this speech
which clearly shows that the efforts of AFR were
successful in creating an overwhelming reception
for Pat Robertson on the convention floor. The
speech and the presence of the caapaign staff
during the Convention created positive press
reports, positive relations with key members of
the Republican Party and ameliorated the
negative image of the campaign'S candidate.
These efforts had a direct i.pact on the
Committee's ability to raise funds as shown by
the ~uccess of the Response Media fundraisers.
In July 1988, AFR raised $42,650 through direct
mail. In contrast, August of 1988 yielded
$127,347. Without the expenditures at the
Convention, and attendant favorable publicity,
the Response Marketing fund raising letters being
mailed contemporaneously with attendance at the
Convention would have failed. Accordingly, the
Commission should view these expenditures as
being legitimate wind down campaign expenses."

As noted above, the Committee attempts to portray
the candidate'S and his staff's attendance at the Convention as
being instrumental with respect to the Committee's ability to



raise funds, and thus conclude. that the expen•••• tot..l1n"-··.~_::
$74.482.01, should be viewed as legitiaate winding down expenses.
The Audit staff disagrees.

First, the Audit staff questions 'whether a causal
relationship could exist in light of the candidate's situation at
the time of the Ccnvention~ He had been out of the noainating
process since at least Aprii 28, 1988, date of ineligibility.
Further, the figures provided in the response are not accurate,
according to a recap of the mailings in question provided to the
Audit staff by the Committee during fieldwork. Briefly, the
response states that the Committee raised $42,650 in July and
$127,437 in August through direct mail. According to the recap of
~esponse Marketing mailings, the Committee raised approximately
$131,000 in July as a result of a 154,700 piece mailing, dated
July 18, 1988. That same mailing produced an additional $208,859
through August 17, 1988.

The second mailing, referred to as contemporaneous
with the candidate's attendance at the Convention, which was a
follow-up to the same 154,100 addressees and included the same
letter as sent on July 18, 1988, raised $140,000 between August 18
and August 31, 1988, and approximately $55,000 during the period
September 1 to September 20, 1988. Said another way, direct
mailing _receipts through August 17, 1988 totaled approximately
340,000 while receip-t-s for- the-pe-r-iod- -A\l9U&t-18 --thr-ough S_~p_~_~.l:>er

20, 1988 totaled $244,000, according to the recap_ The increase
suggested in the response, expressed in dollars raised, is
threefold, whereas a decrease4/ of about 28\ occurred. Further,
the actual response rate (number of pieces) vas 6.63\ through
August 17, 1988 and 5.15\ after August 18, 1988.

In summary, the figures presented above, in the
Audit staff's opinion, demonstrate sufficiently that no
significant relationship appears to have existed as asserted by
the Committee. The dollars raised through August 11, 1988 from
the July 18, 1988 mailing, when compared to the dollars raised
from the August mailing, do not support the Committee's position.

Recommendation 13

On March 26, 1992, the Commission made an initial
determination that $74,482.015/ in convention related expenses are
non-qualified campaign expenses and that the Committee make a pro
rata repayment to the United States Treasury of $22,727.59.

~/

~/

The Audit staff does not know the source of the Committee's
figures nor do we know the quality of the mailing list used.

$57,666.39 plus $16,815.62 transferred from Finding III.B.1.
(refer to Attachment 12 for a list of the expenses in
question).



3. MEM' Associates, Inc.

MEM and Associates, Inc. (-MEM-) ia a Tex•• baaed
cOMpany which received approxi.ately $1.57 .illion in payments
froa the Committee. The Audit staff found that invoices
supporting $1,341,998.15 in expenditures made to ME" were not
sufficientiy detailed to identify the services provided to the
Co.-ittee. In addition, no invoices were made available relative
to $20,766.09 in payments.

The information made available during fieldwork
generally consisted of a one page, brief summary which included an
explanation in very general terms concerning the work performed.
None of the documentation furnished by the Committee provided any
discernible information pertaining to a program(s) or project(s}
performed by MEM on behalf of the Committee. According to the
Committee, &ervices performed by MEM included key punching, list
preparation, and operation of phone banks. However, neither
Committee officials nor the information prepared by MEM provided
the identification of specific phone banks, specific lists
prepared, or the extent of key punching work performed.

Also accordin9 to the Coamittee there were no
written agreements or contracts between "EM and the Committee.
However, it should be noted that the Audit staff did locate a
meaorandum, dated 11/7/86, which includes a reference to a-- wrItten
contract between "EM and the Coaaittee. Comaittee officials
responded at the exit conference that they could not explain the
reason(s) for the reference to a written contract in the
memorandum, and restated their position that no written contract
existed between MEM and the Coamittee.

It is the Audit staff's 0plnlon that expenditures
made on behalf of the Committee by MEM should be documented in a
manner sufficient to make a determination that the services
provided were in connection with the candidate'S campaign for
noaination and thus the payments made by the Committee represent
qualified campaign expenses. Therefore, the Audit staff is not in
a position to state that the expenditures in question are
qualified campaign expenses. In addition, a definitive assessment
can not be made as to whether these expenditures require
allocation to a state(s) expenditure limit at this time.

The Audit staff, in the interim audit report,
recommended that within 30 calendar days of service of the interim
report the Committee provide documentation with respect to the
following:

o

•

all programs and projects implemented by MEM on
behalf of the Committee;

total cost associated with each program and
project;



• ••thoda, if any, of identlfyln9 allocable expen•••
to a given state spending li.it, end

• accounting records which doeuaent ali transactions
between MEft and tbe Co••ittee to include but not
li=ited to dates of incurrence of expenses on
behalf of the Coaaittee, dates on which payments
were received fro. the Co••ittee. This
documentation is to be in sufficient detail to
reference to MEM invoices submitted to the
Committee.

The Audit staff also noted that further
recommendations will be made after review of the information
requested, which may include a recoamendation(s) concerning
repayment(s) pursuant to 26 u.s.c. S9038(b)(2).

In response to action taken by the Commission
relative to the interim audit report, the Audit staff obtained
additional records from the Committee and via subpoena from MEM.
Records provided included photocopies of (1) a contract between
ME" and the Committee, (2) invoices and correspondence, (3)
deposit tickets prepared by MEM, and (4) sa.pIes of apparent voter
lists prepared by MEM. Based on the Audit staff's review of these
materials, as well- as materials obtained during- aud-it--fi-eldvo_r_kL
the disbursements noted as undocumented in the interia report are
now considered docuaented for purposes of 11 C.F.R. 59033.11.
Services provided by MEM (i.e., phone banks and _ailing.) which
relate to the allocation of expenditures to states are discussed
at Finding III.C. below.

Recommendation 14

The Audit staff recommends no further action regarding the
issues presented above.

4 • Undocumented Transfers of Funds from National
Accounts

The Audit staff attempted to trace all National
Account disbursements identified as transfers of funds to
Committee bank accounts maintained by state offices. Our review
identified eight of these apparent transfers totaling $18,008.00,
which were not deposited to designated Committee state bank
accounts.

Committee officials could not explain the
discrepancy but stated that they would research the matter.

In the interim audit report, the Audit staff
recommended that absent a showing to the contrary within 30
calendar days of service of the interim report, the Audit staff
will recommend that the Commission make an initial determination



that the eight untraeeable transfers, ~otalin9
viewed as non-qualified campaign expenses. and tbe pro rat.
portion $5,577.51 ($18,008.00 x .309724) be repaid to the United
States Treasury pursuant to 26 u.s~c. S9038(b)(2) •.

tn response to the interi. report, the Treasurer
stated that the Committee is requesting photocopies of the above
mentioned transfers of funds from its bank. When received, the
Committee will try to track down these expenditures in an effort
to show that they are qualified campaign expenses. To date no
additional information has been provided by the Committee.

Information obtained by the Audit staff relative to
Finding II.A. was reviewed and a transfer of funds of $1,000 was
noted as haVing been deposited into one of the Committee's state
bank accounts. Thus, the amount now considered as undocumented
equals $17,008.00 (see Attachment 13).

Recommendation IS

On March 26, 1992, the Commission determined that $17,008.00
in undocumented apparent transfers are non-qualified campaign
expenses, the pro rata portion ($5,189.86) of which is repayable
to the United States Treasury pursuant to 26 u.s.c. S9038(b)(2).

5. International cassette-corp.

During the Audit staff's review of expenditure
documentation relative to the International Cassette Corporation
(ICC), it was noted that a $25,000 credit representing royalty
payments due the candidate was applied towards an outstanding
balance due ICC. The letter, which is signed by a "Rocky· Earl
George, Jr., also states that the amount the Committee owes is
$41,886.93 and as a result of applying the $25,000 credit and the
Committee's payment of the balance $16,886.93, 241,0006/
tapes would be released for shipping- The Committee disclosed the
$25,000 credit as a loan from the candidate in its Karch 1988
monthly report and subsequently paid the candidate $25,000 on
April 18, 1988 which was reported as a loan repayment.

Our review of the Committee's contributions data
base indicates that the candidate did not contribute any
additional funds to the Committee.

The Audit staff's review indicated that during the
period, ICC billed the Committee $742,042.11 and the Committee

~/ Annotated amounts written in letter, original typed amounts
were $53,386.93, $28,386.93 and 266,000, respectively.



..de $71',990.75 in payaenta and va. credited with $25,000 fro.
royalties due the candidate, resulting in an apparent overpay.ent
of $2,'.8.34.

It 1. the opinion of the Audit staff that the
transaetion involving the $25,000 in royalty payments due the
candidate, but applied towards the outstanding balance due ICC, i.
inadequately documented. Further, it appears that the Committee
apparently overpaid ICC in the amount of $2,948.34.

In the interim audit report, it was recommended
that the Committee within 30 days of service of the interim r.port
provide the following:

CF::'
\:'~'

()\.'

•

o

documentation which details the source of the
$25,000 in royalty payments credited to the
aforementioned outstanding balance. The documents
should include but not be limited to all contracts
between the candidate and ICC and the basis upon
which the $25,000 was calculated.

provide photocopies of all cancelled cheeks (front
and back) issued by the Committee related to any
transactions with ICC along with all invoices,
'bills, statements, correspondence _and any other
information related to all transactionstietween the
Coaaittee and the above named individual/fir••

In response to the interim report, the Coaaittee
aade available all the documentation in its files relating to ICC
along with all invoices, bills, statements, correspondence, and
all cancelled checks issued to ICC. The Committee also provided
an agreement, dated July 20, 1987, between the candidate and ICC
in support of the $25,000 in royalty payments7/ related to the sale
by ICC of a 6 audio tape set, entitled "Crisis in America.-

A review of additional information obtained froa
ICC via subpoena indicated that there was no overpayment to ICC by
the Committee.

Recommendation 16

The Audit staff recommends no further action be taken.

1/ According to the contract, the candidate was to receive
$50,000 in advances which was to be offset by the first
$50,000 worth of royalties, computed as follows: $0.50 per
cassette on the first 100,000 copies of the programs sold,
$0.60 per cassette on the next 50,000 copies, $0.70 per
cassette on the next 50,000 copies, and $0.80 per cassette on
all subsequent copies sold.



c. Allocation of Bxpendlture8 to stat••

Section 9035(a) of Title 26 of the United Stat•• Code
states, in part, tbat no candidate shall knowingly incur qualified
campaign expenses in excess of the expenditure limitation
applicable under section 441a(b)(1)(A) of Title 2.

Section 9038.2(b)(2)(i)(A) of Title 11 of the Code of
Federal Regulations provides, in part, that the Commission ••y
determine that amount(s) of any payments made to a candidate fro.
the matching payment account were used for purposes other than to
defray qualified campaign expenses. Section 9038.2(b}(2)(ii)(A)
of Title 11 of the Code of Federal Regulations states that an
example of a Commission repayment determination under paragraph
(b)(2) of this section includes determinations that a candidate, a
candidate's authorized committee(s) or agents have made
expenditures in excess of the limitations set forth in 11 erR
9035.

Section 441a(b)(1)(A) and 441a(c) of Title 2 of the
United States Code provide, in part that no candidate for the
office of President of the United States who is eligible under
Section 9033 of Title 26 to receive payments from the Secretary of
the Treasury may .ake expenditures in anyone state aggregating in
excess- of the qreate~ of 16 cents multiplied by the voting age
population of the state, or $200,000.00 as adjusted by---~bt!--­

Consumer Price Index.

Section 106.2(a)(1) states, in relevant part, that
except for expenditures exempted under 11 C.F.R. l06.2(c),
expenditures incurred by a candidate's authorized coaaittee(s} for
the purpose of influencing the nomination of that candidate for
the office of President with respect to a particular State shall
be allocated to that State. An expenditure shall not necessarily
be allocated to the State in which the expenditure is incurred or
paid. In the event that the Commission disputes the candidate's
allocation or claim of exemption for a particular expense, the
candidate shall demonstrate, with the supporting documentation,
that his or her proposed method of allocation or clai. of
exemption was reasonable.

Section 106.2(a)(2) states that disbursements made prior
to the time an individual becomes a candidate for the purpose of
determining whether that individual should become a candidate
pursuant to 11 C.F.R. lOO.7(b)(1} and lOO.8(b)(11, i.e., payments
for testing the waters, shall be allocable expenditures under this
section if the individual becomes a candidate.

Section l06.2(b)(1) states that unless otherwise
specified under 11 C.F.R. l06.2(b)(2l, an expenditure incurred by
a candidate'6 authorized committee(s) for the purpose of
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influencing the no.inatioD of that candidate in aore than one
State shall be allocated to each State on a reasonable and
unlforaly applied basis.

The Committee disclosed on FEe Fora 3P, page 3,
$429,669.92 in expenditures allocated to the New Hampshire
limitation and $762,118.68 in expenditures allocated to the Iowa
limitation as of 5/31/88. The Audit staff, based on the
information provided by the Committee, was unable to determine
within a material degiee of certainty, the derivation of the
amounts reported by the Committee as allocated to the New
Hampshire and Iowa state limitations. Therefore, the Audit ataff
proceeded to develop its own calculation, utilizing certain
amounts developed by the Committee, of expenditures allocable to
the respective states' limitation. Specifically, the Audit staff
determined the total amount of expenditures allocable to New
Hampshire as $821,763.48 and with respect to Iowa, the amount
allocable as $1,222,707.87, or $360,763.48 and $447,490.21
respectively in excess of the respective state limitation based on
information provided durin9 audit fieldwork.

The Committee did not maintain a general ledger, however
a disbursement journal vas available for our review. A test of
the allocations contained in the disbursement journal revealed
that the allocations were cor-reet; therefore the disburseAents
journal was used as a base to determine expenditures allocable to
Iowa and New Hampshire. To the disbursements journal total was
added disbursements made from the state bank accounts aaintatned
in Iowa and New Hampshire; allocable payroll disbursements fro.
the Committee's payroll journal along with payroll taxes;
allocable disbursements for media; allocable disbursements to a
political voter contact firm; and finally allocable Committee
payables.

Shown below is a recap of categories of allocable costs
identified by the Audit staff which was contained in the interia
audit report.



bpeDdttor•• 'Al1oe.bl.~~~" _, '_'" _~ .-_alUl
New Reapahire State Li.tt.~loft.

Audit Aftalysis •• of ~/31/88
As Contained in Interia Audit aeport.

IowaCategory

1. Disbursements Made fro.
National Bank Accounts
(excludes "edia, payroll
and Voter Contact Services,
see below)

2. Gross Disbursements Made
from State Bank Accounts
(exemption at 11 C.F.R.
Sl06.2(c)(S) with respect
to overhead not calculated.]

3. payroll Disbursements to
Employees per Committee's
Payroll Journal, (net of
11 C.F.R. Sl06.2(c)(S)
exe.ption with respect to
salary.)-~

4. payroll Taxes Paid to
States

s. Media Disbursements

6. Voter Contact Services

7. Direct "ail

8. Accounts Payable 8/31/88

Total Allocable

State Spending Limit

Amount in Excess of Limit!/

$ 79,039.68

383,476.50

111,431.02

10,798.13

514,344.93

-0-

50,136.62

13,474.39

$1,222,707.87

(775,217.60)

S 447.490.27

Ne"
Hampshire

$ 80,548.94

262,620.31

113,240.44

-0-

211,565.27

133,252.47

20,536.05

$821,763.48

(461,000.00)

$360.763,48

!I The figures calculated by the Audit staff were subject to
adjustment due to (a) exemptions which may be claimed by
the Committee, (b) identification of additional allocable
amounts based on review of documentation (c) identification
of liabilities not recognized by the Committee as of
8/31/88, and (d) additional information which may be
submitted by the Committee in response to this Finding.



One area in which the Audit staff disagreed with the
Coaaittee'a allocation calculation vas the Coaaittee'. allocation
of certain states' payroll and overhead expense. to-regional
offices. The Committee" allocation records indicated that the
New Hampshire and Iowa state offices were viewed by the Comaittee
as reqional campaign offices. According to the Committee, the New
Hampshire region consisted of New Hampshire, Vermont, Connecticut,
the District of Columbia, Delaware, Maine, Maryland,
Massachusetts, New Jersey, New York, Pennsylvania, and Rhode
Island. The Iowa region consisted of Iowa, Illinois, Indiana,
Michigan, Minnesota, Missouri, Ohio, South Dakota and Wisconsin.
The Committee allocated payroll and overhead of the New Hampshire
and Iowa offices to the respective states in the region based on a
ratio of a given state's spending limit to the total of spending
limits for all states in the region. For example the ratio used
to allocate the New Hampshire region expenditures to the New
Hampshire spending limit is 2.7\.

$461,000 NH State limit

$17,065,482.40 Sum of
spending limits for all
states in NH region

• 2.7\

The Audit staff could not find any evidence to support
the Committee's assertion that the New Haapshire and Iowa offices
functioned as regional offices. Committee officials could not
identify any directors of the regional offices and there was no
evidence that the various state offices in the region did not
function independently. Except for Connecticut, Wisconsin and the
District of Columbia, all of the state offices in the New
Hampshire and Iowa regions aaintained separate bank accounts.
Also, activity in the so called New Hampshire and Iowa regional
offices was minimal after February 1988 even though the priaary
elections relative to all of the other states in the regions were
held thereafter. Committee officials had no comment regarding
this aatter.

Based on the review of the information made available,
it was the opinion of the Audit staff that the New Hampshire and
Iowa state offices did not function as regional offices; therefore
the Audit staff included 100\ of New Hampshire and Iowa payroll
and overhead as allocable to the limits in those states.

In the interim audit report, the Audit staff recommended
that within 30 calendar days of service of the report, the
Committee provide information/documentation to demonstrate that
the aforementioned states' expenditure limits were not exceeded,
or exceeded to a lesser amount than shown and file amendments to
its reports to reflect the correct amounts allocable to the New
Hampshire and Iowa spending limits.



Following i •• discussion of the Coaaitt•• '. re.pon•• to
the interi. audit report:

1. REGIONAL OFFICES

In response to the interim audit report, the
Coaaittee provided an undated document entitled "AREAS COVERED BY
REGIONAL POLITICAL DIRECTORS' which listed six different regions
along with the names of the regional directors. According to this
document it appears that New Hampshire was in the Northeast 1.910n
along with eleven other states and Iowa was in the Midwest Region
with eight other states. Regarding the Northeast region, the
Committee provided a number of memoranda authored by the regional
director vhich indicate that he and his assistant's salaries
should not be allocated 100\ to New Hampshire since they spent
time working in other states, including Iova and other states
outside of the Northeast reaion. The memoranda also mention that
other staff members will beJdelegated to Rhode Island, Maine, and
Massachusetts for a minimum of four days each month. The Committee
also provided expense and month end reports which indicate that
staff spent time in Rhode Island, Kaine, and Massachusetts during
1987. Also provided were telephone bill pages showing itemized
calls covering the period April 28, 1987 through December 27,
1987. The telephone bills reflect calls to numerous states both
inside and outside the NGrtheas-t region. The COJUli ttee did not
provide the sUlUlary pages of the bills, therefore lt fa nof--­
possible to determine where the telephones were located in Mew
Baapshire. However, the billing account number does indicate that
the bill is for service for a New Hampshire phone number.

Re9arding the Midwest region, the Com.ittee
provided letters from five individuals who state that they
traveled to other states to coordinate and help where necessary.
Also provided were telephone bill pages showing itemized calls
which covered the period Deceaber 1986, through December 1981,
which, as in the Northeast region, contain calls to other states
both inside and outside the region. Also, as in the Northeast
region, the summary page of the bills were not provided, although
the phone numbers do indicate service for an Iowa phone number.

Regarding the telephone bills provided, the
Committee notes in its response that it established a national
account with Sprint which was supposed to be used for interstate
calls and therefore, interstate calls made at the Iowa and New
Hampshire headquarters on the local carrier long distance line
were against Committee policy. The Committee further states
"while these calls are fortuitous for helping prove regional
activity, they are necessarily sporadic due to campaign policy."

In the Audit staff's opinion, the telephone bills
provided are not representative of the total calling activity of
either "regional office".



The Co..itte.'. respon.e alao .ake. reference to
Co..ia.lon Audit staff vorkpapers which, they state, show
aignificant activity in the regional offices after ~he Iowa caucus
and New Hampshire primary. The workpapers referred to are
schedules of disburse.ents fro. the Co••ittee's disburseaenta
journal which the Co.-ittee annotated in the journal as allocable
to Iowa and New Hampshire. The majority of the disburseaents
represent pay.ents of expense reimbursements to individuals.
Although the payments were made after the dates of the Iowa caucus
and New Hampshire primary, it is not known whether the expenses
were incurred prior to the date of the caucus and primary.

It is the opinion of the Audit Staff that although
the Committee has provided indications that some individuals'
expenses which were originally allocated to the New Hampshire and
Iowa limits may be inaccurate. No documentation has been provided
in support of any revision. Further, the information provided by
the Committee does not support the contention that the New
Hampshire and Iowa offices performed the function of regional
offices.

Therefore, the Audit staff has not adjusted the
expenditures allocable to the New Hampshire and Iowa spending
limits based on these offices being regional offices.

2. MEDIA ALLOCATION

In the response to the interim audit report, the
Co••ittee questioned an allocation of $12,840.00 for media
purchased on a New Hampshire television station to the New
Ha.pshire expenditure limitation. A review of the transaction
dilcloses that the payment is allocable 100\ to New Hampshire
based on the allocation method used by the Committee's media firm.

As noted in the Committee's response the
expenditures subject to the New Hampshire limit have been reduced
by $7,731.00 representing the incorrect allocation of a payment on
••edia invoice.

3. VOTER CONTACT SERVICES

In the interim audit report the Audit staff
identified additional allocations of $133,252.47 to the New
Hampshire expenditure limit for voter contact services provided by
MEM Associates (MEM). The amount was derived from two MEM
invoices contained in the Committee's files which indicated a
charge of $12,500.00 for phone deposits and $120,352.47
representing the costs of a mail drop.

In response to the interim audit report the
Committee states that "The Commission has no documentation that
the $120,352.47 'Budget' for voter contact services was ever paid.



MEM Associates 8ubattted aeveral budgets which were rejected'br
APR. APR cannot locate any payment to MEM Associates in thla
a.cunt. w

The Committee expended approximately $1.6 Million
to MEM during the period covered by the audit. Via subpoena fro.
MEM the Commission received a detailed listing of costs incurred
by MEM along with detailed invoices representing approxiaately
$1.1 million in payments.

For the remaining approximately $.5 million in
payments, invoices were provided, however, detail was not
available from which the Audit staff could determine whether
further allocations to Iowa or New Hampshire were necessary.
Included along with the detailed invoices were two checks dated
January 14, 1988, and January 19, 1988, in the amounts of
$60,747.00 and $59,605.47 respectively which appear to be in
payment of the $120,352.47 mail drop invoice noted above. The
Audit staff also noted additional payments to "EM which
represented services provided in New Hampshire which increase the
amounts allocable to New Hampshire to a total of $274,229.30.

In addition, payments were identified for voter
contact s~rvices provided by "EM in Iowa which represent an
allocable amount of $87,291.34. The Aud-i t staff has ~ adju.t.~-"-__~the
expenditures allocable to Iowa and New Hampshire to reflect these
amounts.

4. DIRECT flAIL

In the interia audit report the Audit staff
identified an additional $50,136.62 allocable to the Iova
expenditure limit for direct .ail services. The allocation vas
developed based on a review of incomplete documentation which was
available to the Audit staff during the fieldwork.

The Committee did not provide any comments re9arding
this finding in its response to the interim audit report. Via
subpoenas, the Commission received complete vendor documentation
which included detailed invoices, cancelled checks, and contracts.
Based on a review of this documentation the Audit staff determined
that the amount allocable to the Iowa expenditure limit should be
increased to $97,509.75. This amount represents payments for
direct mail services provided within 28 days of the caucus and is
chargeable the Iowa spending limitation under 11
C.F.R.§110.8{c)(2).

5. EXPENSE REIMBURSEMENTS

The Committee questions the allocation to Iowa of a
$1,000.00 wire payment to an individual along with other payments
which they indicate may be for activities performed in a state for
less than five days. The $1,000.00 payment was a wire transfer to
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~ an individual in Iowa for which the Co.-itt•• could not provi"
any docuaentation. The r•••inlng pa~ent. In question v.r.
par-ent. to individuals for travel in New s••pshire .and Iowa. A
further review of these docuaents indicates that a payment
totallD9 $741.13 which vas included as allocable to New Haaplhlre
in the interia audit report represented activity in the state for
le•• than five days. The amount allocable to the New Haapshire
expenditure liait has been reduced by this a.ount. The re••inlog
payaentl all represent reimbursements for activity in exce•• of
five days in a state. Since the Committee has not provided
evidence that the $1,000.00 wire payment does not represent
activity performed in a state for less than five days the amount
remains allocable to Iowa.

In addition further documentation provided in
response to the interim audit report relative to expense
reimbursements disclosed an additional $27,733.05 allocable to
Iowa and $3,021.77 allocable to New Hampshire.

Therefore, the Audit staff has increased the
expenses allocable to those states by these amounts.

6. CASSETTE TAPES

--In the interim audi t report. the Co~_i__~~,e was
asked to provide documentation detailing the purchase and payaent
of audio cassette tapes fro. International Cassette Corporation.
(See Finding III B.5.) In response to the interi. audit report
and a subpoena, the Committee and International Cassette
Corporation provided respectively, along with other docuaenta,
detailed invoices relating to the purchase and ship.ent of the
ea.settes to various states. The Audit staff reviewed these
invoices and identified additional costs allocable Iowa and New
Baapsbire. The Audit staff has increased the a-aunts allocable to
the Iowa and New Hampshire expenditure Ii_its by an additional
$25,795.20 and $11,790.00 respectively.

'-....-
Following is a revised schedule of expenditures

subject to the Iowa and New Hampshire limits:
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Reviaed Expenditure. Allocable to 'Iowa- 'and Hew
'oat Int.rl•••port ••spOns.

DESCRIPTION NEW HAMPSHIRE

1. Disbursements Made
Froa National Bank Account.
(Excludes Media, payroll,
and Voter contact Services,
See Below) $

2. Gross Disbursements Made
From State sank Accounts
(Exemption at 11 C.F.R.
S 106.2 (c)(S) with
respect to overhead not
calculated)

3. Payroll Disbursements to
Employees per Com.ittee's
payroll Journal (Net of
11 C.F.R. 5106.2 (c)(S)
exemption with respect to
salary)

4. Payroll Taxes Paid
to States

s. ftedia Disburseaents

6. Voter Contact Service&
(Finding III. e.l)

1 .. Direct Mail
(Finding III. C.4)

79,039.68

383,476.50

171,437.02

10,798.73

514.344.93

87,291.34

91,509.75

$ 72,076.81

113,240.44

-0­

211,565.27

274,229.30

-0-

8. Expense Reimburseaents
Not Allocated (Finding III. C.S) 21,733.05 3,021.77

9. Audio Cassette Tapes Not 25,795.20
Alloc.ted.(Finding III. C.6)

lO.Payables at 8/31/88 13,474.39

Total amount chargeable $1,410,900.59

11,790.00

18,564.54

$967,108.44



State Bxpend. Liait

Aat in Excess of Liait!1

<775,217.60>

$ 635,682.99

<461,000.00>

$506,108.44

As noted above, the Audit staff calculated that the
Committee exceeded the expenditure liaitation in Iowa by
$635,682.99 and in New Hampshire by $506,108.44. The amount paid
is shown below:

Amount in excess of the Iowa and
New Hampshire State Expenditure
Limitations

Less: Accounts payable

Payments made in excess of
state Ii.its

$1,141,791.43

(32,038.93)

$1,109,752.5010/

a.ount.
See Finding E. below for calculation of repayaent

D. Use of Funds for Non-Oualified Caapaign Expenses in
Excess of the overall Lialtation on Expenditures

Section 9035(a) of Title 26 of the United States Code
states, in part, that no candidate shall knowingly incur qualified
caapaiqn expenses in excess of the expenditure 11aitatioD
applicable under section 441a(b)(1)(A) of Title 2.

Sections 441a{b)(1)(A) and 441a(c) of Title 2 of the
United States Code, state, in part, that no candidate for the
office of President of the United States who is eli9ib1e under

,2./

10/

This amount, determined to be in excess of the Iowa and New
Hampshire state limitations respectively, is subject to
change. The Coamittee may avail itself of recent
Commission determinations concerning the non-allocability
of expenses (or portions thereof) relative to telemarketing
programs, consultant expenses, etc. Adequate supporting
documentation must be presented in response to the initial
repayment itemization before any adjustments will be made
to the above figures.

This amount, determined in excess of the Iowa and New
Hampshire state limitations, i6 subject to change. Any
adjustments will be reflected in the Commission'S Final
Statement of Reasons.



·tIt Section 9033 of ~itle 26 (relating to eligibility for payaenta) to
receive pay••nta fro. the Secretary of the 7reasury .ay make
expenditures in excess of $10,000,000 •• adjusted f~r incr••••• 1ft
the Consumer Price Index.

Section lOO.8(b)(lS) of Title 11 of the Code of 'ederal
Re9ulations, states, in relevant part, that expenditures for
services solely to ensure compliance with the Act made by a
candidate certified to receive Primary "atching Funds under 11
C.F.R. Part 9034 do not count against such candidate', expenditure
limitations under 11 C.F.R. 9035 or 11 C.F.R. 110.8.

Section 9038.2(b)(2)(i)(A) of Title 11 of the Code of
Federal Regulations provides, in part, that the Commission may
determine that amount(s) of any payments made to a candidate froa
the matching payment account, were used for purposes other than
qualified campaign expenses~ Section 9038.2(b)(2){ii)(A) of Title
11 of the Code of Federal Regulations states that an example of a
Commission repayment determination under paragraph (b)(2) of this
section includes determinations that a candidate, a candidate's
authorized committee(s), or agents have made expenditures in
excess of the limitations set forth in 11 C.F.R. 59035.

The Audit staff's review of rEC Fora 3P, page 4, for the
period ending December 31, 1991 revealed that the Com~~ttee had
reported Total Expenditures Subject to the Limitation (Overall
Limitation) of $23,079,801.35.11/ Based on the review perforaed as
detailed beloy, it is the opinion of the Audit staff that the
total should be increased by $994,786.52. As a result of this
adjustment the Committee has exceeded the overall expenditure
limitation by $1,024,587.87 ($23,019,801.35 + $994,786.52 ­
$23,050,000.00 (overall limitation) • $1,024,587.87].

A limited review was performed utilizing Committee
disclosure reports covering the period through December 31, 1991.
The accuracy of the Committee's classification of expenditures as
operating, fundraising or legal/accounting was assessed and
adjustments were made, as necessary, to the amount reported by the
Committee as subject to the overall limitation. The Audit staff
determined that expenditures totaling $38,940.17 appeared to have
been classified incorrectly as legal/accounting related, and
exempted from the overall limitation, when, in fact, they were of
a fundraising or operating nature and should have been applied to
the overall lirnitation.12/

In addition, a review was made of debts and obligations
reported by the Committee on its 1991 Year-End report to determine

11/ As adjusted by Audit staff for a mathematical error.

12/ The Committee had reported on its July, 1988 disclosure
report that it had "Used up" the 20\ fundraising exemption.



the operating, fundraialog or legal/accounting nature of .acb
debt/obligation. The Audit staff was able to deter.ine the
reported date of incurrence by utilizing the Schedule. D-P filed
.s part of Co.-ittee disclosure reports. Further, it could b.
deterained which debts on the 1991 Year-End report vere a180
outstanding as of the candidate's date of ineligibility. Debts
totaling $156,032.50 were identified as outstanding as of Deceaber
31, 1991.

Further adjustments to the overall limitation were made
to account for:

o

o

o

o

the Committee's activity regarding the use of an
aircraft provided by CBN Continental Broadcasting
Network, Inc. ("CBN Continental"). A detailed
discussion of the activity is contained at Section 1
below;

a transaction between the Committee and GB Computer
Services, Inc. involving the Committee's purchase of a
computer system and related equipment. A detailed
discussion of this transaction is contained at Section 2
below;

receipts received by the Committee froa the christIan
Coalition ($190,595.25) and the American Life League
($20,000). Although reported as offsets to operating
expenditures on Committee disclosure reports, these
receipts appear to represent fees for .ailing list
rentals, and as such are other income, thus no offset is
warranted,

a reduction of $5,835.25 representing an accounts
receivable not recognized by the Committee and a
reduction of $163,568.68 involVing non-qualified
campaign expenses included by the Committee in reported
expenditures subject to the overall limitation (see
Finding FAR III.B.l., 2. and 4.).

A schedule of the adjustments is included on page 57.



1. Co.-itt•• Use of Aircraft

Section 441b of Title 2 of the united Stat•• Code
.tates, in relevant part, tbat it is unlawful for any corporation
to make a contribution or expenditure in connection with any
Pederal election or for any candidate, political coasitte., or
other person knowingly to accept or receive any contribution
prohibited by this section, or any officer or any director of any
corporation to consent to any contribution or expenditure by the
corporation. Section 100.7(a)(1) of Title 11 of the Code of
Federal Regulations defines the term contribution to include a
gift, subscription, loan, advance, or deposit of money or anything
of value made by any person for the purpose of influencing any
election for Federal office.

Section 100.7(a)(4) of Title 11 of the Code of
Federal Regulations states that the extension of credit by any
person for a length of time beyond normal business or trade
practice is a contribution, unless the creditor has made
commercially reasonable attempts to collect the debt. A debt owed
by a political committee which is forgiven or settled for less
than the amount owed is a contribution unless such debt is settled
in accordance with standards set forth at 11 eFR 114.1013/.

Section 114.9{e)(1) of Title 11 of ~theCode--~of~---~~

Federal Regulations states, in part, that a candidate who uses an
airplane which is owned or leased by a corporation or labor
organization other tban a corporation or labor organization
licensed to offer coaaerc!al services for travel, in connection
with a Federal election must, in advance, reimburse the
corporation or labor organization. In case of travel to a city
served by regularly scheduled commercial service, the first class
air fare. In the case of travel to a city not served by a
regularly scheduled commercial service, the usual charter rate.

Section 114.10(c) of the Code of Federal
Regulations states that a corporation aay settle or forgive a debt
if the creditor has treated the outstanding debt in coaaercially
reasonable aanner. A settlement will be considered co••ercially
reasonable if:

(1) The initial extension of credit was made in
accordance with regulations issued pursuant to 2
usc 451 or the extension of credit was in the
corporation's ordinary course of business and the

13/ The regulation cited is as it was written at the time the
transactions discussed below occurred. Effective October 3,
1990 this section was revised and moved to 11 erR 116.



ter•• are substantially siailar to extension. of
credit to nonpolitical debtors which are of It.lIar
risk and size of obiigation. .

(2) The candidate or political committee has undertaken
all commercially reasonable efforts to satisfy the
debt.

(3) The Corporate creditor has pursued its remedi •• in
a manner similar in intensity to that employed by
the corporation in pursuit of a non-political
debtor14/.

Section 9034.6(b) of Title 11 of the Code of
Federal Regulations state that reimbursements received by a
committee for transportation, ground services and facilities
(including air travel, ground transportation, housing, aeals,
telephone service and typewriters) made available to media
personnel, shall not exceed either the individuals pro rata share
of the actual cost of the transportation and services aade
available; or a reasonable estimate of the individual's pro rata
share of the cost of transportation and services made available.
The total a.ount of reiaburseaents received from an individual

----un4er--this-section-&hall not-exce_ed theac_tual pro rata cost of
the transportation and services aade available to fnaf---pffts-on--by
aore than 10\.

Section 9033.11(c) of Title 11 of the Code of
Federal Regulations states, in part, that a candidate shall retain
records, with respect to each disbursement and receipt, including
bank records, vouchers, work sheets, receipts, bills and accounts,
journals, ledgers, accounting system documentation, and any
related materials documenting campaign receipts and disburseaents,
for a period of three years.

Sections 11 erR 9034.7(a), (b)(l), (b)(2) and
(b)(3) state notwithstanding the provisions of 11 eFR Part 106,
expenditures for travel relating to the campaign of a candidate
seeking nomination for election to the office of President by any
individual, including a candidate, shall, pursuant to the
provisions of 11 eFR 9034.7(b), be qualified campaign expenses and
be reported by the candidate's authorized committee{s) as
expenditures.

For a trip which is entirely campaign-related, the
total cost of the trip shall be qualified campaign expense and a
reportable expenditure.

14/ The regulation cited is as it was written at the time of the
transactions discussed below. Effective October 3, 1990,
these provisions were revised and moved to 11 erR 116.
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Por • trip which includes caapaign-related and
non-caapaign related atop., that portion of the cost of the trip
allocable to caapalgft activity shall be a qualified caapa19n
expense and a reportable expenditure. Such portion·shall be
deterained by calculating what the trip would have cost fro. the
point of origin of the trip to the first campaign-related stop and
froa that atop through each subsequent campaign-reiated stop, back
to the point of origin. If any campaign activity, other than
incidental contacts, is conducted at a stop, that stop shall be
considered campaign-related.

For each trip, an itinerary shall be prepared and
such itinerary shall be made available for Commission inspection.

Further, 11 erR 9034.7(b}(7){i) states if the trip
is by charter, the actual cost for each passenger shall be
determined by dividing the total operating cost for the charter by
the total number of passengers transported. The amount which is
qualified campaign expense and a reportable expenditure shall be
calculated in accordance with the formula set forth at 11 CFR
9034.7(b)(2) on the basis of the actual cost per passenger
.ultiplied by the nuaber of passengers traveling for campaign
purposes.

a. CBN Continental Aircraft Charter Billings

In the interi. audit report, the Audit staff
explained that records reviewed indicated that the Co.-ittee bad
used the corporate aircraft of CBN Continental Broadcasting
Network Inc. (CBN Continental) as its primary source of air
transportation. The finding went on to explain what vas known
about the flight schedules, billing arrangements, and Coaaittee
payaents for its use of the aircraft. In the interia audit report
reco..endation the Committee was requested to demonstrate why all
payaents for use of the aircraft not made in advance should not be
considered corporate contributions. Further the Committee vas
requested to sub_it substantial amounts of additional inforaation
concerning its use of the CBN Continental aircraft. (See
Attachment 4 for the interim audit report finding and
recolUDendation)

In its response to the interim audit report,
the Committee explained that it did not use the corporate aircraft
after March 9, 1988, that the aircraft was owned by Airplanes Inc.
a subsidiary of CBN Continental, and that the Committee was billed
in advance for all flights and believed that it had paid in
advance. The exceptions were billings for costs incurred by CBN
Continental unexpectedly after the submission of the original
bill, additional billings for costs associated with flight
deviations due to campaign schedule changes and weather, and a
disputed bill that was the subject of a settlement. In support of
its narrative response, the Committee made available copies of
checks used to pay C8N Continental for usage of the aircraft, a
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first class air fare analysis prepared by CBN Continental, a •••11
number of Candidate itineraries beginning in December of 1987, a
copy of the settlement agreement for the disputed b~ll, and other
alscellaneous correspondence. (See Attachment 5 for a copy of the
Coaaittee's narrative response to the interim audit report)

In addition to the recommendation contained in
the interim audit report, the Commission subpoenaed records and
information concerning the use of aircraft from CBN Continental
and Airplanes Inc. Both of these organizations submitted
materials in response to the subpoenas that were not available at
the time the interim audit report was prepared.

A review of available records indicates that
an aircraft owned by Airplanes Inc., a Delaware corporation, which
is a wholly owned subsidiary of CBN Continental Broadcasting
Network Inc. was used for campaign travel. Airplanes Inc. was
incorporated on April 18, 1985. In materials submitted to the
Commission under subpoena, the principal business of Airplanes
Inc. is shown as the "ownership of an aircraft". The President of
Airplanes Inc. is Mr. Donald Miracle who is also listed in other
docuaents as the pilot of the airplane used by the Committee. The
aircraft is described as a BAC 1-11, which according to the
Aircraft Performance Statistics chart in the Official Airline

--Guide- is a-twin eniJi-nejet with a passenger capacity of 74 to 79
persons. According to an insurance policy provided by CBN­
ContinentallS/, the aircraft used by the Committee vas configured in
such a way as to accommodate only 23 passengers. C8N Continental
acquired the BAC 1-11 in February 1985 from a Tracinda
Corporation16/. CBN Continental then transferred the aircraft to
Airplanes Inc. In September of 1988, Airplanes Inc. sold the lAC
1-11 to Calcutta Aircraft Leasing, Inc. of Blooaington, Indiana.
No indication of the sales price is given in the records.
Calcutta Aircraft Leasing, Inc. reported that in May of 1989 the
BAe 1-11 vas removed from service and dismantled.

1S/ According to the insurance policy, the insured was the
Christian Broadcasting Network Inc. Endorsement 6 on the
policy contains a list of 38 entities who are covered by the
liability section of the policy while the aircraft is being
operated by the insured. CBN Continental, the Committee, and
Airplanes Inc. are included.

16/ According to public files of the Federal Aviation
Administration, Tracinda Corporation had acquired the BAC
1-11 from an entertainer approximately 13 months earlier. The
bills of sale contained in the FAA records for both
transactions show $10.00 as "consideration". It appears that
leaving the consideration line on the bill of sale document
blank or entering a nominal amount is a common practice. It
is not known whether there is any connection between CBN
Continental and one or more of the former owners.
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~~ The SAC 1-11 was le.sed to CBN Continent.l by
Airplanes Inc. CBN Continental il a Delaware corporation wbo••
principal business ia the ownership and operation o~ radio and
television broadcasting properties17/. The Candidate is 1i.ted as
President and Director of CBN Continental until 9/30/87 when be
resigned as President but continued as a Director. He was
replaced by his son •• President. CBN Continental was
incorporated in Dec.aber of 1978 and is listed as an affiliate
and/or subsidiary of the Christian Broadcasting Network Inc.
(CBN)18/. The copy of the lease made available does not call for
any lease payments but rather requires that caN Continental
perform all maintenance and pay all expenses related to the
aircraft's operation. All billings for the Committee's use of the
BAC 1-11 were from CBN continental. A copy of the lease dated Kay
1, 1987, is at Attachment 6.

The Committee has provided the Audit staff with
invoices received from CBN Continental for use of the BAC 1-11 and
a flight log which shows flights made, flight hours, and a

, ' passenger list annotated with the organization billed for each
person's travel. However, the flight log contains only those
trips for which the Committee was billed for all or part of a
day's flights. Invoices for some flights billed to other
organizations were obtained under subpoena. A trip nuaber was

r" a-ss-ig-ned to- -each day's- t-rav-el- -as-- recorded _111 tbe__(IJ_9ht log. If,
for example, four stops were a.de on one day, all four .-fe----I-isted
under one trip number. Using the inforaation in the flight log,
additional billings obtained fro. the Committee and other
entities, and assu.ing that if all trip nUMbera were accounted
for, all use of the aircraft would be identified, an analysis of
the BAC 1-11's use during 1986, 1987, and January 1, to March 9,
1988, vas undertaken. The following infor.etion was developed:

o Between January 1 and July 23, 1986 19/, 91 travel
days (trip nuabers) vere identified.--Of these, no
record of the flight or the entity billed was found
for 26 travel days. Based on the invoice.
obtained, it appears that CBN was charged for 58 of

17/

18/

19/

Unlike the Christian Broadcasting Network, Inc., the articles
of incorporation and by-lavs of CBN Continental and Airplanes
Inc. do not indicate that they are non-profit corporations.

The Candidate is also listed as President and Director of
CBN until 11/6/86 when he became Chairman of the Board and
Chief Executive Officer. On 9/30/87 he resigned as Chairman
of the Board and Chief Executive Officer but continued a6 a
Director. As of 4/20/88 he again assumed the position of
Chairman of the Board and Chief Executive Officer.

July 24, 1986 was the date of the first flight that was
billed in whole or in part to the Committee.
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the remaining 6S travel days. In addition, The
Freedom Council appears to have been charged for 3
travel days and committee For Freedom for 1. The 3
remaining travel days were charged in part to CBN
and in part to either The Freedom Council, The
Committee For Freedom or GB Computers.

•

•

•

•

Between July 24, and December 31, 1986, S2 travel
days are shown. Eight of these are not identified
in the flight log or flight invoices as to
destination or entity charged for the flights.
According to available documentation, the remaining
44 trips are charged as follows; 12 to CBN, S to
The Freedom Council, 3 to The Committee For Freedom
or The Michigan Committee For Freedom, 9 to the
Committee, 12 to the Committee and one or more
other entities and, 3 to CBN and another entity.

Between January 1, and April 29, 1987, 47 travel
days were identified. Available records do not
establish the destination or the entity charged on
four of those days. Of the remaining 43 trip
numbers, 27 are billed entirely to the Coamittee20/,
Sate charged in part to the Committee, and 11 are
charged entirely to CBN. The Committee -was -~arged

for 68\ of the total flight hours shown for the 43
identified trips during this period.

Between May 29, and December 31, 198721/, 81 travel
days were identified. Available recordS do not
establish the destination or the entity charged for
11 of these travel days. Of the remaining 10
trips, 66 are billed entirely to the Committee, 3
are billed entirely to CBN and 1 is split between
the Committee and CBN. The Committee was charged
for 96\ of the flight hours associated with the 70
trips for which information is available •

Between January 1, and March 9, 1988, the last date
on which the Committee appears to have used the

20/ This figure includes a round trip between Naples and Miami
Florida on which there were no passengers. It is believed
that this trip was related to aircraft maintenance. These
flights were billed to CBN Continental. The remaining four
stops on this four day trip are 100\ campaign related.

21/ The records reviewed indicate that there were no flights
between April 29, and May 29, 1987.
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aircraft, 47 travel days are identified. All 47
travel days are accounted for in the available
records and all relate entirely to the Comaittee.22/

The above analysis shows that the Committee made
extensive use of the CBN Continental aircraft during the campaign.
In particular, in the later part of 1981 the Committee had nearly
exclusive use of the aircraft and during January 1, and March 9,
1988 the Committee appears to be the sole user of the SAC 1-11.
It should be noted that no Candidate itineraries have been
provided for any trip before December 8, 1987, therefore no
verification of the characterization of any trip shown as
non-campaign or mixed campaign/non-campaign is possible. Though
the analysis presented is in terms of calendar days on which the
aircraft was used, in some cases several travel days elapsed
between when the aircraft left Norfolk and when it next returned.
On several occasions during 1987 and 1988 the Committee had
exclusive use of the SAC 1-11 for periods of a week or more, and
on one occasion in February 1988 did not return the aircraft to
Norfolk for 22 consecutive days.

During the period that the Committee used the BAC
1-11, the method of billing used by CBN Continental changed
6ev~ral ~imes. In an a£fidavit. Kevin Steacy, Business Manager of
CBN Continental, states that;

W(t)hroughout 1986, a three-tier system of payment
was in place for usage of the aircraft. This
system, implemented on the advice of Continental's
accountants, is most easily described as follows:
The fixed costs of the aircraft which included
depreciation, insurance, interest, property tax,
salaries, and employee benefits were divided into
two tiers with each tier accounting for fifty
percent of the total fixed cost. The first tier
was a user fee which was divided among the four
primary users of the aircraft based on their
priority usage of the aircraft. As an example, The
Christian Broadcasting Network, Inc. was billed

22/ One leg of one trip was not billed to the Committee. A
flight from Greenville, South Carolina to Norfolk, Virginia
on February 21, 1988, was charged to CBN Continental. The
flight Log shows that there were no passengers on the flight
suggesting that the traveling party was left in Greenville.
Billings to the press for the period reference a South
Carolina bus tour on February 21 and 22, 1988.
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forty percent of these Tier 1 fixed costs, while
Continental vas responsible for twenty percent of
these fixed costs.23/

"The Tier 2 costs, which consisted of the remaining
SO percent of the fixed costs outlined above, were
allocated between all users of the aircraft based
on hourly usage of the aircraft.

"Finally, Tier 3 costs consisted of the direct
expenses of the aircraft such as maintenance,
travel and auto, fuel, airport services, and other
miscellaneous expenses based on actual usage.
These Tier 3 direct costs were also allocated
between all users of the aircraft based on hourly
usage of the aircraft."

Mr. Steacy goes on to state that the Tier 2 and 3
hourly rate for the period July 15, to October 31, 1986 was
$1,462.00 per hour and that beginning in November of 1986 through
the end of that year it was necessary to raise the hourly rate to
$2,712.00. It was the appropriate Tier 2 and 3 hourly rate that
the Committee was charqed for their 1986 flights. In his

---~a_f-fid-avit- Mr __ Steacy explain_s that in January 1987 I it vas
determined that because outside entities, -such--as the--eOflJli-t-t~

vould be using the aircraft aore than 10\ of the time, a new fee
structure was necessary. He further states that it is his
understanding that the Federal Aviation Administration vas
contacted and advised CBN Continental not to enter into a lease
with the Committee, but to bill the Coamittee according to 14 erR
S 91.181(d). (See Attach.ent 7) The affidavit describes the
billing system as follows;

"Flight times were to be estimated by the
aircraft's pilot and forwarded to .e so that I
could prepare an invoice which was to be paid
before flight time. After each flight, the
aircraft's pilot gave me the flight logs and all
receipts for actual expenses incurred on the
flight. Once I had the actual costs of a
particular flight, I prepared a flight costs
analysis based on the actual flight time and the
following 10 items as dictated in the FAA
regulation:

Though the affidavit does not identify the other two "primary
users of the aircraft", other documents indicate that they
were CBN University and The Freedom Council, and that they
were charged ten and thirty percent of Tier 1 costs
respectively. Further, for the first three quarters of 1986
the Tier 1 costs appear to have been $33,055.00 per quarter.
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1. Fuel, oil, lubricants, and other additives,

2. Travel expenses of the crew, including food,
iodging, and ground transportation;

3. Hangar and tie-down costs away from the
aircraft's base operations;

4. Insurance obtained for the specific flight;

s. Landing fees, airport taxes and similar
assessments;

6. Customs, foreign permit and similar fees
directly related to the flight:

7. In-flight food and beverages;

8. Passenger and ground transportation;

9~ Flight planning and weather contract services;

10. An additional charge equal to 100 percent of
the expenses listed in itea 1 above. This item
could be billed at Conti!1~ntal'_s 0J~~ion.

"Finally, I co.pared the actual costs with the
invoice. If the actual costs were greater than the
a.ount received, I prepared another invoice for the
difference. If the actual costs were 1es& than the
a.ount received, I prepared another invoice for a
credit.-

No information is available to verify the
calculation of any invoice, whether the the optional amount listed
at item 10 above was included in the billin9s sent to the
Committee, or if the amounts billed allowed CBN Continental to
recover their full cost of operatin9 the aircraft. It is noted
that absent the inclusion of the amount shown at item 10 above,
the amount billed makes no apparent contribution to the fixed cost
of operating the aircraft even though for some periods of time the
Committee had exclusive or near exclusive use of the aircraft.

The Committee was billed a total of $1,020,671.5624/
for flights on the SAC 1-11. This amount includes $39,435.67 in-­
credit invoices for flights where the final cost was less than the
amount originally billed, $120,314.55 in charges for flights where

24/ Not included is $1,315.80 for a round trip between Norfolk
and washington in September of 1986. Though the Flight Log
shows this trip as a Committee trip, no evidence of the
Committee having been billed has been found.
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the original invoice was not enough to cover the final cost, and
$260,352.3225/ first billed in March 1988 for additional eOlts
•••oeiated WIth 1987 flights. Approximately 59' of the total
••ount invoiced was paid in advance of the flight. 'The amount not
paid in advance 1s $417,364.91 and includes $36,698.04 in original
fliQht invoices. Of this amount there is no record of payment for
$9,851.80 and the remainder was paid between 26 and 202 days after
the flight date. Also included in the amount not paid in advance
is $120,314.55 in "additional cost" billings for earlier flights
that were paid from 13 days to more than a year after the flight
date and, finally the $260,352.32 disputed bill for additional
costs for 1987 flights billed in March of 1988 and settled without
cash payment in August of 1989.

Records provided by the Committee and other
entities are not consistent concerning the nature of the March
1988 additional cost billing. In a settlement agreement between
the Committee (Attachment 8), CBN Continental and Airplanes Inc.,
the charge is described as follows:

"(1)0 1988 an independent fuel broker who had been
supplying Airplanes with fuel for the BAC 1-11
presented a bill to Airplanes for ($130,000) for
fuel surcharge for fuel used in AFR flights for the
precedin9-ei-9hteen aonths. Without conferring with
AFR on this matter, Airplanes and its parent,
Continental, paid the invoice of ($130,000) in
full, doubled the price as peraitted under F.A.R.
Part 91, and presented a bill of ($260,000) to AFR
for iaaediate payaent ••• •

However, in a letter to the Comaittee fro. CBN
Continental Business Manager, Kevin Steacy dated "arch 16,
1988{Attachaent 9),26/ Mr. Steacy explains the billing, dated March
14,1988, as follows:-

"The SAC 1-11 was to be sold to Richard Brown of
Goldcor early in 1987. The terms under which AFR
was to lease the plane were that all direct flight
expenses plus $25,000.00 per month for fixed costs
would be paid to Goldeor.

"The 1987 flight plan for AFR's use called for 40
hours per month or 480 hours per year, which would
have defrayed all operating costs each month until
the sale was finalized.

25/ This amount includes $2,735.04 for flights not originally
billed to the Committee.

26/ This date is only two days later than the invoice involved
and appears to have been the cover letter for the invoice.
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WBowever, the aale was not finalized 1n 1987 and
AFR flew an average of 16 hours per month for a
total of 196 27/ actual hours for 1987. This is
40.8\ of planned utilization which leaves'
Continental with a substantial amount of 1987
expenses not billed.

ATherefore, I have prepared an invoice for
$260,352.32 for costs not previously billed.

"When the 1987 operating budget was prepared, the
projected use of 40 hours per month was the basis
upon which a billing rate was established that
would cover all costs until the expected sale of
the SAC 1-11 was completed."

This letter sU9gests that rather than an
unanticipated billing from a third party, which could not have
been billed to the Committee in advance of the flights since it
would have been unknown to CBN Continental until after the
campaign was over, the charges were the result of fixed costs
which were known in advance and were to be allocated to a much
larger number of flight hours than actually flown. This being the
case, the hourly rate used to bill the Committee was artificially

-lov- -dur-ing----the eampaign resulting in a $260,352.32 contribution to
the Coamittee froa CBN Continental. If--if -is -as-sWled--that-th-e-­
original estiaate of 40 flight hours per month was reasonable, it
became apparent early in 1987 that it required revision. In no
aonth during the year 1987 was the Committee billed for 40 fli9ht
hours. In only two aonths was the Coaaittee billed for aore than
30 flight hours, March and October, in three aonths the billings
were for between 20 and 30 hours and in three aonths the total
hours billed were 5 or less.

The billing systea described in Mr. Steacy's March
16, 1988 letter to the Committee appears to be based on an hourly
rate deterained by estimating total costs over the period and
prorating those costs over the anticipated nuaber of hours to be
flown. Variable costs for each flight could be easily adjusted
after each flight and the number of additional cost and credit
invoices reviewed indicate that this was done. However the
portion of the hourly rate which was meant to cover fixed costs
would require adjustment or, as Mr. Steacy notes in his letter,
CBN Continental could be left "a substantial amount of 1987
expenses not billed". This billing system is in conflict with
that described in Mr. Steacy's April 1990 affidavit which is based
on variable costs only.

27/ Th@ Audit staff analysis shows 200.45 flight hours billed to
the Committee in 1987, suggesting that this level of usage is
materially correct.
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In summary, if the description of the $260,352.32
in 1987 additional charges in Mr. Steacy's March 1988 letter 1s
accurate, it is not likely that the billing system described in
his affidavit was used during 1981. Further, the characterization
of the $260,352.32 invoice in the settlement agreement as a ftfuel
surcharge" would appear to be in error. Mr. Steacy's March 1988
letter is contemporaneous with the billinq and was prepared before
the Commission raised any question about the use of and payment
for the CBN Continental aircraft.

The Committee made no cash payment for the March
1988, additional cost invoice. In an "AGREEMENT OF SETTLEMENT"
between the Committee, Airplanes Inc., and CBN Continental dated
August 25, 1989 (Attachment 8), CBN Continental and Airplanes Inc.
accepted the right to use the Committee's mailing list in full
payment of the invoice. The agreement states:

"In full settlement of all claims by Airplanes or
Continental against it, AFR agrees to supply to
Continental a magnetic tape or tapes containing the
AFR list of 1,800,00028/ names, and further grants to
Continental, or Continental's designee, a
non-exclusive license for a five-year term
beginning with the date of this agreement to mail
three mailings to the complete list at any tiae
during the term of this license-."

The agree.ent further states that after three
_ai11n95 or at the end of the license period CBN Continental
agreed to return the list, that the parties valued the list at $50
to $100 dollars per thousand names for a single rental, and that
if under the license CBN Continental allows any party other than
its parent and subsidiary coapanies to use the list that only
aailin9 labels and not a magnetic tape would be provided. This
provision seems to indicate that if CBN Continental or any parent
or subsidiary used the list, that a copy of the tape could be
made. It is also noted that other documents obtained suggest that
one source of the Committee mailing list was approximately 975,000
names obtained from CBN, CBN Continental's parent corporation.

Finally, the documentation does not indicate
whether CBN Continental ever exercised it license and, if so,
whether the list was made available to any party outside of the
CBN corporate family. If not the license would appear to be of
little value. Commission records do not indicate that the parties
filed a debt settlement statement with the Commission pursuant to
then 11 CFR 114.10. However, given the unique relationship

28/ It is noted that the Committee's donor file as presented to
the Audit staff under 11 eFR S 9033.1(b)(S) contained
approximately 170,000 names. Therefore, it would appear that
the list referred to here was not donors only.
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between these organizations, the usual business of CBN
Continental, and the .anner in which the debt aroa., it would s.e.
unlikely that the parties would have satisfied the 9rdinary course
of business requirement for the extension of credit or the
creditors pursuit of remedies standards in that re9ulation.

It is apparent from the materials reviewed that
neither the Committee nor CBN Continental considered the lease of
the aircraft by the Committee as an arrangement that would be
covered by 11 eFR 114.9(e). This point is demonstrated by the
wording of the settlement agreement signed by CBN Continental and
the Committee to resolve the $260,000 disputed debt (See
Attachment 5). The agreement states:

"WHEREAS, AFR desired to lease an airplane from
time to time under FAA rule F.A.R. Part 91, and

"WHEREAS, AFR did in fact lease the BAC 1-11 of
Airplanes repeatedly during parts of 1986, 1987,
and 1988, ..• "

At no time was a billing for the aircraft prepared based on first
class air fare as required by that regulation for candidate use of
anairc{af~(~,,~ned by a corporation not licensed to prOVide
coaaercial service. -!lather the arran-g-ement-appe-ared--u-AQIe _
closely resemble a lease, charter, or cost sharin9 systea, given
the description of the arrange.ent presented above and the close
relationship of the parties29/.

However, as part of the Committee'S response to the
interim audit report an analysis was provided that purportedly
represents a first class air fare analysis of the Coaaittee'. use
of the BAC 1-11. According to Committee officials it was prepared
by CBN Continental and shows, for all Committee flights, the date
of the fli9ht, the origin and destination of the flights, the
nuaber of passengers on the flight, the first class air fare, and
the total amount that would be billed for each flight. The
conclusion reached is that the amount actually billed to the
Committee was only slightly less than the amount that would have
been required under 11 eFR S 114.9(e). The billable a.ount is
shown at $1,056,568.56, while the amount actually billed,
including the additional cost billing discussed above, is shown as
$1,053.850.88. The "variance" is $2,717.68.

Though the Audit staff questions whether the first
class analysis is relevant to the situation at hand, the following
comments are offered:

29/ The Audit staff takes no position on the Committee's or CBN
Continental's compliance with Federal Aviation Administration
regulations.
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~he first class analysis contains a number of
errors. There are fli9hts that are shown on the
flight log that do not appear on the first class
analysis, a flight listed twice on the first class
analysis, a number of cases where the number of
passengers is not correct when compared to the
flight 109 and other mathematical and miscellaneous
errors. The corrected amount using the fares as
given is $1,023,903.72.

A review of the amount billed to the Committee also
shows errors. The Committee did not account
properly for Credit invoices in their analysis,
there are two flights that were invoiced and paid
that are not included in the Committee figure, one
flight shown on the flight log as a 100\ Committee
flight was apparently never invoiced, and the
Committee included in their figure amounts billed
for aircraft telephone charges. After correcting
these errors the billed amount is $1,021,987.36.
The variance between the corrected amount billed
and the corrected amount billable at first class,
assuming all fares are correct as presented and all
campaign trips are correctly determined, is an
under bill ing of only _$1 f 916. _36.

When the Committee constructed the campaign versus
non-campaign legs of mixed purpose trips, only
certain legs were considered to be campa1gn
related. The correct calculation is to calculate
the cost from the point of origin through each
campaign stop back to the point of origin. A stop
which has both campai9n and non-campaign business
is to be considered campaign related. ( See 11 CFR
S 9034.7(b}(2» For example, between September 11
and 13, 1987, the Candidate aade a trip from
Norfolk to Grand Rapids to Des Moines to Grand
Rapids to Norfolk. The Grand Rapids stop is shown
by the Committee as CBN business and the Des Moines
stop is shown as Committee business. The Committee
is charged for a round trip between Grand Rapids
and Des Moines rather than a round trip between
Norfolk and Des Moines.

4) The Committee has produced Candidate itineraries
for some trips beginning with a December 8, 1987
trip. With one exception all mixed purpose trips
and all non-campaign trips using the BAC 1-11 were
made before December 8, 1987. For the mixed trip
made after December 8, 1987, no itinerary i6
provided for the non-campaign stop. The Audit
staff is unable to offer any opinion as to whether
stops designated non-campaign are properly
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classified. In addition, on some early stopa that
are shown by the Coamittee as non-campaign, one or
more of the passengers shown on the flight 109 are
listed as Committee passengers while all other.,
including the Candidate, are not. No infor.etian
is available to determine the campaign duties of
these passengers or whether the campaign nature of
their travel affects the non-campaign nature of the
stop.

5) It is noted that the fare between the same two
locations during the entire 19.5 month period does
not vary_ using the limited resources available to
the Audit staff, it is clear that air fares varied
substantially during the period. In response to an
inquiry from the Audit staff, counsel for CBN
Continental submitted a letter from Kevin Steacy,
Vice President of KXTX, Inc. (formerly CBN
Continental) that explains the source of the air
fares used in the first class analysis. Mr. Steacy
states that the fare information was obtained fro.
a Chesapeake, Virginia travel agency in August of
1988 and was current at that time. He further
states that the information was 9athered after the
Committee's transportation had- -been completed _
solely for CBN Continental's internal purposes.
The air fares shown on that analysis were eo.pared
to those shown on the Committee's press billings30/.
Air fares used for press billing purposes are
available for soae flights in late 1987 and .ost
1988 fli9hts. When these available fares are
substituted for those on the Committee's first
class analysis, additional billings in the a.ount
of $66,314.33 are indicated.

Conclusion

During the campaign the Committee used aircraft "chartered"
from a corporation whose primary business was not chartered
aircraft. Therefore, any extension of credit to the Comaittee
related to the use of these aircraft is not in the lessor's
ordinary course of business. An aircraft was chartered froa a
corporation for which the Candidate served as the President during
part of the campaign period and was on the Board of Directors
during the entire period. Given this relationship between the

30/ According to documentation submitted in response to the
interim audit report and contained in the audit workpapers,
the Committee billed the press at first class air fare until
March 1, 1988. After March 1, the billings were done at 1.5
times first class. (See section l.b. below)
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Candidate and persons leasing the aircraft these transaction.
cannot, in the Audit staff's opinion, be construed to have been
entered into at ara's length. Based on the billing arrange••nts ,
the aircraft was not considered to be subject to the provisions of
11 erR S 114.9(e) by either the Committee or the Lessor. The
Audit staff believes that given that no ordinary course of
business, arm's length relationship is possible in this case, 11
crR S 114.9(e) may not be applicable to this situation. Further,
the owner of the SAC 1-11 made the aircraft available for th.
Committee's exclusive use for extended periods.

The information obtained to date does not allow a
determination whether the amounts billed for either aircraft
represents fair market value for the services received by the
Committeee Given the close relationship between the Candidate and
the persons from whom the aircraft were leased, a fair market
charge cannot be assumed. However, given the BAC 1-11 is a large
aircraft configured to accommodate approximateiy one-third of its
maximum passenger load, total reimbursements which appear to be
less than first class air fare are likely to be significantly
below the fair market value of the services provided to the
Committee. It was also noted that the BAC 1-11 was not acquired
by CBN Continental until early 1985 and was sold only five aonths
after the Candidate's date of ineligibility. It is unknown
whether the-acquisition and sale of the aircraft were arm's length
transactions.

If it is assumed that the proper charge for the Committee'.
use of the BAC 1-11 was the equivalent first class air fare,
information obtained to date does not permit a verification of the
first class analysis submitted by CBN Continental. However, as
noted above if fares used by the Coaaittee to bill media for
travel on the aircraft are used where available in place of the
first class fares on the CBN Continental analysis, an underbilling
is sU9gested. If the first class analysis is accepted with only
the correction of known errors and the total is compared to
amounts billed to the Committee, the result is that Committee was
billed an amount which, in total, is equivalent to first class air
fare. However in order to reach this conclusion, it is necessary
to include in the billed amount the $260,352.32 which the
Committee characterizes as a "disputed" bill. If this amount is
required to reach what the records indicate is at best the minimum
amount that could paid for the aircraft, it can not be considered
a bona fide dispute. Rather, the amount is considered an in-kind
contribution and as such applicable to the Committee's overall
spending limitation. It is noted that should better information
become available on first class fares, it is determined that a
fair market value analysis is appropriate in this situation, or
more information is obtained concerning the use of a second
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aircraft31/, an adjustment to the amount applicable to spending
limitation may be necessary.

Finally, an analysis of invoices and payments'for the
Committee's use of the SAC 1-11 indicates that due to errore in
Committee records, charges totaling $7,676.09 have not been paid,
are not listed as debts, and are not disputed. This amount has
been added to the Committee's NOCO as an accounts payable and to
expenditures subject to the overall spending limitation.

b. Media Billings

In the interim audit report the Audit staff
explained that due to the lack of records it was not possible to
evaluate the Committee's system for billing the media for travel
on the campaign aircraft. It was further explained that the
Committee provided copies of some invoices related to media
billings, the flight log discussed above and some worksheets
showing how the billable amounts were determined. (See Attachment
10)

The recommendation contained in the interia
audit report, requested the Committee to provide additional
invoices for media travel, documentation detailing amounts billed
to the aedia and reimbursements received, and docu.entation to
demonstrate that its billing policy for aedia travel -con-fo-rae-d---to
11 erR 9034.6(b) and that the resulting offsets to the overall
expenditure limitation do not exceed actual cost.

The Committees response to the reco••endation
contains no additional documentation. (See Attachment 11). The
Committee explains that all available press billing docuaentation
was presented at the time of the audit and that nothing additional
had been located. The Committee explains that initially the
billings were 100\ of first class air fare. When the Committee
began providing ground transportation and other services the
billing rate was changed to 150\ of first class.32/ The Coaaittee
states that Wat this point, AFR believes that the-services

31/ It is known that a second aircraft was used by the Committee~

Information obtained to date is not adequate to determine the
ownership of that aircraft or if any additional amounts
subject to the spending limitations resulted from its use.
The billings for the second aircraft were from the President
of Airplanes Inc. and show the same address as those for the
BAC 1-11.

32/ The media billings and work papers provided at the time of
the audit indicate the change from 100\ to 150\ of first
class fare was not made until March 1, 1988, only 9 days
before the last flight where the media was billed for travel
on the BAC 1-11.
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provided 1n obtaining convenient hotel accommodations, ground
transportation for all campaign stops, and air travel cost .ore
than the .aount billed to the .edia." The Committee then eo.pares
ao•• of the billings with the first class fare shown on the first
class analysis discussed in the corporate aircraft section above.
The conclusion reached in the response is that the Committee
billed less than was permitted.331

The Committee's comparison of amounts billed
to first class air fare is not relevant to the pro rata cost
analysis specified at 11 erR 9034.6(b}. The correct analysis
would be the total cost of the transportation and service provided
on each leg of each trip, divided by the number of passengers on
each leg.

The Audit staff has attempted to perform the
correct analysis using the limited records available. Using the
flight 109, press invoices, and billing work papers, flights where
media representatives traveled were identified and the number of
such persons was determined. The cost of each flight was
deterained by collecting all invoices relating to each flight
(initial billings, credit invoices and additional billing
invoices). The flight log was used to determine the number of
passengers on each flight.

Wi th- tnis in-fo-rllation the-pro- --ra-ta- -ce-st---for
each flight was calculated and aultiplied by the number of aedia
representatives on the flight to determine the billable cost for
press travel. The billable cost was multiplied by 103\34/ to

34/

The Co.-ittee. analysis is flawed in several respects. First
tbe fares that are used to compare first class to the a.ounts
billed to the press are fro. the analysis prepared by CBN
Continental in August of 1988 and cannot be assumed to be
accurate for flights occurring months earlier. Further, one
of the trips used as an exa.ple in the response shows seven
flights. The press billing referenced by the Coamittee
covers only four of the seven flights. Finally, the two
trips used by the Committee as examples do not appear to be
representative when a full comparison is made betwe~n the
fares on CBN Continental's first class analysis and those
used by the Committee to prepare the available press
billings. As noted above, that comparison shows that the
fares used to prepare the press billings were, on average,
higher than those shown on the CBN Continental analysis.

An amount equal to 103\ of the cost of providing
transportation and services to the media may, if actually
collected, be offset against operating expenditures when
calculating amounts applicable to the overall spending
limitation. The 3\ represents administrative costs absent a
demonstration of a larger amount.
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determine the maximum offset to operating expenditures and 110\ to
determine the maximum amount which could be received by the
Coaaittee. This analysis produces a billable cost of $103,432.22,
a aaximum offset to operating expenditures of $106,535.19; and a
aaximum reimbursement of $113,775.44.

The Audit staff acknowledges that the records
available may not identify all media personnel who traveled on the
Committee aircraft or all costs associated with providing
transportation and services to the media l~/. Should better
information became available in the future, adjustment to these
amounts will be made.

Committee disclosure reports were reviewed to
identify receipts from media representatives for travel on the
campaign aircraft. Between January 1, 198736/ and December 31, 1991
the Committee reported collecting $219,410.00 from the media.
This amount is $105,634.56 in excess of the maximum amount of
reimbursements the Committee was entitled to receive, as
determined by the Audit staff, and thus requires refunds to the
press and the amount is shown as an obligation on the Committee's
Statement of Net Outstanding Campaign Obligations. Further the
reported receipts are $112,874.81 in excess of the amount which
.~ype reported as offsets to operating expenditures. This amount
is included as an- adjustment t(} --expenditures subject_ t9 the
overall spending limitation since the Committee considered the
full amount as an offset.

2. Committee Purchase of Computer Equipment and
Related Items From GB Computer Services, Inc.

Section 44lb of Title 2 of the United States Code
states in relevant part that it is unlawful for any corporation to
aake a contribution or expenditure in connection with any election
for federal office or for any candidate, political committee, or
other person knowingly to accept or receive any contribution
prohibited by this section, or any officer or any director of any

35/ The Audit staff has identified an invoice for a commercial
charter that appears to have accompanied the Candidate and
the BAC 1-11 on his early October 1987 announcement tour.
Absent a cost breakdown per flight leg and a passenger
manifest, it is not possible to determine how many of the
press were on the plane, or what portion, if any, of the
press receipts included in the above figures relate to that
airplane. Further, available records do not permit an amount
of cost billable to the press to be determined for these
flights.

36/ The first known media travel was on September 18, 1987 and
the first reported media reimbursement was in October,
1987.
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corporation to consent to any contribution or expenditure by the
corporation prohibited by this section.

Section 441a(a) of Title 2 of the United States
Code states in relevant part that, no person shall make
contributions to any candidate and his authorized political
committees with respect to any eiection for Federal office which,
in the aggregate, exceed $1,000.

Section 441a(f) of Title 2 of the United Stat••
Code states that no candidate or political committee shall
knowingly accept any contribution or make any expenditure in
violation of the provisions of this section. No officer or
employee of a political committee shall knowingly accept a
contribution made for the benefit or use of a candidate, or
knowingly make any expenditure on behalf of a candidate, in
violation of any limitation imposed on contributions and
expenditures under this section.

In addition, 11 c.r.R. S 100.7(a)(1) states, in
relevant part, that the term contribution includes a gift, advance
or deposit of money or anything of value made by any person for
the purpose of influencing any election for Federal office.

Section lOO.7(a)j~)(iii){A) of Title 11 of the Code
of Federal Requlations states that for purpose-s -of -1-1- -CFR--­
lOO.7(a}(1), the term ftanything of value" includes all in-kind
contributions. Unless specifically exempted under 11 erR
lOO.7(b), the provision of any goods or services without charge or
at a charge which is less than the usual and nor.al charge for
such goods or services is a contribution. Examples of such goods
or services include, but are not limited to: securities,
facilities, equipment, supplies, personnel, advertising services,
membership lists, and mailing lists. If goods or services are
provided at less than the usual and normal charge, the amount of
the in-kind contribution is the difference between the usual and
normal charge for the goods or services at the time of the
contribution and the amount charged the political committee.

Further, 11 C.F.R. S lOO.7(a)(1)(iii){B) defines,
in relevant part, "usual and normal charge" for goods as the price
of those goods 1n the market from which they ordinarily would have
been purchased at the time of the contribution.

On January 27, 1987 the Committee entered into an
agreement to buy computer equipment from G.B. Computer Services,
Inc. ("GBeSI"). According to the agreement, the equipment
purchased consisted of an IBK system 38 computer and all related
equipment modifications, additions and accessories, IBM agreements
(maintenance and programs), mailing equipment, the leased premises
at 2133 Smith Avenue, Chesapeake, Virginia, certain lists of
contributors, supporters and other entities, and certain other
equipment (see Attachment .12).
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The aggregate purchase price paid for the equipment
was $233,480. On January 27, 1987 the Committee borrowed $233,480
from Sovran Bank, for the purpose of purchasing the computer and
related equipment. The Committee's current treasurer37/ stated that
all of the loan proceeds were paid to Sovran Bank to bUyout the
Seller's lease obligations, IBM agreements and indebtedness to
Sovran Bank.

According to the Virginia Secretary of State, GaCSI
was incorporated on July 1, 1985. As of March 6, 1989, GBCSI is
active and in good standing [GBeSI terminated operations in
January, 1987]. The registration agent is J. Randy Forbes38/; the
President, Secretary and Treasurer is George F. Border. George F.
Border was the first treasurer of Committee for Freedom,
Chesapeake, Virginia, having signed a statement of organization on
May 14, 1985. He was replaced by a new treasurer, effective
September 6, 1985.

GBCSI accepted a loan commitment of "$480,000 or
60\ of the purchase price, [of an I.B.M. (sic) System 38 computer
and related equipment] whichever is less" on October 7, 1985.

According to the Committee's campaign director, the
computer and its related equipment was located in the saae
building where the Committee -washeadquar-tered and _that _t!'!'
principle user of the equipment was the Christian Broadcastlil-g-­
Network. li.skip Inc., a shipping company also leased 14\ of the
computer space.

The loan agreement (apparently dated 10/lS/8S) also
provides for "a loan in the principal amount of the lesser of
$480,000 or 60\ of the purchase price as established by paid
invoices presented to the Lender of equipment to be purchased by
the Borrower to be an IBK System 38 Computer and related
equipment.- Documents provided to the Audit staff during
fieldwork did not include any copies of the above referenced paid
invoices or other documentation with which to establish the actual
price of the IBM equipment purchased by GBeSI. If $480,000 is

References to the Committee's treasurer or to the Committee's
campaign director included in this report pertain to the
individuals in those positions during the period of audit
fieldwork, unless otherwise noted.

38/ According to correspondence reviewed by the Audit staff, J.
Randy Forbes' Associates, p.e. apparently prepared an
addendum to the lease agreement, dated 8/30/85, between Louis
c. Goodfarb, t/a Virhy Realty Company (Lessor) and GBeSI
(Lessee). A J. Randy Forbes, Esq. was the named Closing
Agent on the Sovran loan, the proceeds of which were used by
GBeSI to purchase the IBM System 38 computer and related
equipment.
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equal to 60\ of the purchase price then the purchase price would
have been $800,000. Without access to all documents relative to
the purchase by GBCSI, an accurate valuation of the equipment
purchased could not be determined.

The contract between the Committee and GBCSI
included an exhibit containio9 IBM agreements and eorrespondence f

dated October 1985, apparently related to the initial purchase by
GBeSI. A diagram showing the system configuration and an
equipment inventory (apparently for the purpose of installation)
was included with the IBM Agreements. The diagram indicates that
equipment was to be located in the computer room, data entry
(area), caging (area) with remote access provided to The Fr@edom
Council, The National Legal Foundation, The National Perspectives
Institute, ARMS, Inc., and EIKS~IP, U.S.A. Inc. According to the
lease for property identified as Greenbrier Industrial Park, 2133
Smith Avenue, Chesapeake, Virginia, GBeSI leased 3,051 square feet
for a term of 32 months commencing on January 1, 1986. An early
occupancy provision called for interim space of approximately
1,000 square feet (rent free) during the period 9/1/85 through
12/31/85.

As mentioned previously, the Committee, in January
1987, purchased computer mailing equipment, leased premises, lists
of contributors and certain other eq~~pment from GBCSI for the sum
of $233,480. With respect to this transaction, ~h~ Atidit~staff

was not in possession during fieldwork of all records necessary to
determine:

(1) the purchase price of the IBM equipment purchased
originally by GBCSI;

the fair market value of the mailing equipment
purchased from GBCSI by the Committee;

the fair .arket value of the IBM equipment
purchased from GBCSI by the Committee;

the identification, quantity, quality, and fair
market value of the lists (e.g., mailing lists,
lists of contributors, supporters or other persons
or lists of any other persons or entities used for
mailing, fund-raising, or any other purposes owned
by GBCSI) purchased from GBCSI by the Committee;
and

( 2 )

~~ ( 3 )
~

( 4 )

(5) the fair market value of the other equipment,
generally office furniture and fixtures.

Notwithstanding the above, the Audit staff did
obtain certain documents which may shed some light on the January,
1981 transaction between GBCSI and the Committee. The
document entitled "Equipment Configuration and costs, GB Computer
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Services, Inc.-, dated 11/11/86 is a list of computer hardware,
apparently IBM hardware, with associated cost figures. The grand
total of each hardware item's cost is $361,057.

It was the Audit staff's opinion, based upon the
limited amount of information made available, that the amount paid
by the Committee relative to the purchase of the IBM System 38
computer system, equipment, and lists (as described above)
appeared to have been less than the usual and normal charges for
such goods. Further, 9iven Mr. Border's past affiliation with
Committee for Freedom, as well as the Christian Broadcasting
Network having been the principal user (presumably principal
client of G8CSI), a question arose as to whether the purchase
transaction between the Committee and GBeSI was "at arm's length."

In the Interim Audit Report, the Audit staff
recommended that within 30 calendar days of service of that
report, the Committee provide the following:

(1) All documents pertaining to the purchase of the IBM
equipment, mailing equipment, other equipment and
lists to include, but not limited to: (a) the
executed purchase agreement including all
referenced exhibits/attachments, (b) the inventory
provided -to-SoVraJl BaJ~k under the security teras of
the $233,480 loan, (c) any finan-ciaI -stat...mts­
provided to Sovran Bank pursuant to the loan
require.ents, (d) any appraisal(s) related to tbe
purchase or the loan application, (e) a coaplete
list detailing the identification of each list,
quantity of names, type of list, rental value, fair
aarket value, and previous owner:

(2) A list of the vendors, services performed, and
payaents .~de by the Committee related to the
caging, data entry and other related receipts
processing for the period July, 1986 through
January, 1987;

(3) Information to demonstrate that the Committee did
not receive a corporate in-kind contribution from
GBCSI as a result of receiving the equipment and
lists at issue for less than the usual and nor.al
charge;

(4) The purchase price of the IBM equipment purchased
originally by G8CSIi

(S) The purchase contract, invoices and related
correspondence related to the purchase of the IBM
equipment by GBCSI as well as the above information
related to the purchase/acquisition of all other
items by GBCSI; and
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(6) The fair aarket value of the IBM equipment, mailing
equipaent, and other equipment purchased fro.
G8eSI; including any appraisals or other
information used to arrive at the putchase price.

The Committee replied to the finding in their
response dated June 2S, 1990 as follows:

"2.1 Mr. George F. Border is most familiar
with the original transaction by which AFR
purchased from GB Computer Services an
operating computer, related equipment,
unrelated equipment and a leasehold interest .•.
Mr. George F. Border has responded to the FEe
subpoena.

2.2 Mr. Border's letter of May 8, 1989 to the
Internal Revenue Service has been provided to
the Commission and explains the original
transaction with AFR.

2.3 The Interim Report Summary, pages 9 and
10 (top two paragraphs) appears to be accurate
as to factual stateaents except that the
coaputec- --and r_e_lat.~~~,q~_ip.ent before and
after purchase by AFR were--locat.ed--iri---.----
separate building froe the AFR office - 2133
Saith Avenue, Chesapeake, Virginia. To AFa'.
knowledge, Christian Broadcasting Network,
Inc. did not utilize the computer or related
equip.ent either before or after the sale fro.
G8 Computer Services, Inc. to AFR •••
ArR further notes that the assuaption of this
contract was an integral part of the purchase
of the co.puter in order to relieve GB
Computer of any contractual liability and that
AFR needed the coaputer in order to solve its
probleas with caging and data entry. AFB is
aware of no use of the computer by any of the
other entities listed on Page 10 [of the
Interia Audit Report) after the sale of the
computer from GB Coaputer Services, Inc. to
AFR.

2.4 The audit report tentatively concludes
that AFR appears to have paid 'less than the
usual and normal charges' for the computer,
related equipment, unrelated equipment and
leasehold interest. The IRS audited the
computer transaction and concluded that there
was no tax due froa GB Computer Services, Inc.
for donating property to a political caapaign.
Contrary to the audit tentative opinion, AFR
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paid fair market value for the computer,
related equipment, unrelated equipment and
leasehold interest, essentially taking the
foregoing off GB Computer Services, Inc.'s
hands. AFR assumed the payments on the leas.,
put past employees of GB Computer Services,
Inc. on its payroll, and completely relieved
GB Computer Services, Inc. of any debt. AFR
could not locate competent outside computer
service of the magnitude imminently needed and
thus seized the GB purchase opportunity out of
desperation. The problems with AFR's initial
data processing and ca9ing operations are well
known to the FEe. AFR needed to bring caging
and data entry in house in order to comply
with Commission regulations. As Mr. Border's
May 9, 1989 letter to the IRS makes obvious,
the transaction in terms of dollars was to the
benefit of GB Computer Services and to the
detriment of AFR. GB Computer Services, Inc.
made no corporate contribution.

2.5 AFR did not obtain an independent fair
market valuation at the time of purchase. AFR
believed it paid fair aarket--value- -due---te-tbe--­
liabilities of GB Computer which it assuaed.

2.6 The .ailing lists included in the
transaction were lists of prospects
accumulated by George Border since 1985.
According to Richard Weinhold, AFR's direct
mail consultant, the lists did not include any
lists of the former customers of GB Computer
Services, Inc. and AFR never used any of the
lists. Because the computer was sold in
November 1989, AFR will not be able to provide
the Commission with the identification of the
lists or quantity of names. These untested
and undifferentiated lists were of no more
value to AFR than pages from the telephone
directory."

In addition, the Commission subpoenaed records
relative to this finding from GB Computer Services, Inc.

GBCSI provided the following materials: a general
ledger covering the period 8/01/85 - 2/28/86 and 8/01/86 ­
7/31/87, financial statements from 8/01/85 to 2/28/86, contracts
for the note with Sovran Bank, contracts with IBM, contract with
Eimskip, contracts with The Freedom Council, National Legal
Foundation, and the National Perspectives Institute. Also
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provided were billings to The Freedom Council, National Legal
Foundation, and National Perspectives Institute, termination
agreements with The Freedom Council and National Legal Foundation,
leases for the warehouse and office at 2133 Smith Avenue,
Chesapeake, Virginia, an asset register, a payroll register, and
other selected invoices and correspondence.

Analysis of Records Provided

In our opinion, the Committee's response does not
demonstrate that the aforementioned transaction was "at arm"
length" and that no impermissible contribution occurred. Below is
a detailed analysis of the events which occurred from the
beginning of operations for GBeSI until the transaction with the
Committee. Based on our review of the records provided, we
determined that the books of GBCSI were not prepared in accordance
with Generally Accepted Accounting Principles.

On July 26, 1985, an agreement for services to be
provided to The Freedom Council by GBeSI was signed by George
Border and Robert G. Partlow, Executive Director of the Freedom
Council Foundation and The Freedom Council. That agreement was
then approved via a CBN contractor authorization form dated August
1, 1985. The authorization stated that the purpose of the
agreement was consulting services for The Freedom C~~p~il and Pat
Robertson. The authorization also states that the agreeaenf-was­
entered into at the request of Pat Robertson.

On August 1, 1985, a formal agreement, commencing
August 1, 1985 and terminating on July 31, 1988, vas reached
between The Freedom Council and GBeSI. Services to be provided by
GBCSI were to include general administrative services such as
personnel, payroll and general accounting, administration of the
promotion of The Freedom Council to the general public,
administration of computer services for internal recordkeeping,
and the design, creation, and writing of promotional pieces. The
agreement provides for a $25,000 monthly fee to be paid to GBeSI
for the period August 1, 1985 through July 31, 1986. A payment of
$150,000 for the February through July 1986 monthly fees was due
in advance upon execution of the agreement. In addition, the
agreement provided that G8CSI be paid for expenses incurred to
provide the services, plus 20\ of cost for the first year of the
agreement, IS\ of cost for the second year, and 10\ of cost for
the third and final year of the agreement.

According to an article in The New York Times,
12/10/86, The Freedom Council was established in 1981 by Pat
Robertson. In January, 1986, The Freedom Council changed its name
to the National Freedom Institute. On the same day, a new Freedom
Council was organized by the officers of the old Freedom Council.
According to Richard Thompson, who was an official at the National
Freedom Institute, many of the affairs of the old council were
still handled by the new Freedom Council. Mr. Jerry Curry, former
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president of The Freedoa Council, states; "That was simply a
9immick, an administrative exercise. Its (tax] status changed,
but it vas the same people, same desks, same location." Mr. Curry
said that inaccuracies in some Freedom Council statements to the
Internal Revenue Service made him want to "cut all the tiel" to
CBN. He further states, "I was concerned about the legitimate
public perception of a man running for President supported by a
tax-exempt organization." In fact, GBeSI still referred to The
Freedom Council, and not the National Freedom Institute, in
records and correspondence through the closin9 of its operations.
In addition, the termination agreement between G8CSI and The
Freedom Council was signed by representatives of The Freedom
Council (new) in November, 1986, at which time The Freedom Council
was in the process of terminating its business. In the Audit
staff's opinion, this demonstrates that the new Freedom Council
continued the affairs of the old Freedom Council.

In addition to its August 1, 1985 agreement with
The Freedom Council, GBeSI entered into an August 1, 1985 contract
with The Freedom Council Foundation, an affiliate of The Freedom
Council. GBeSI was to provide the same service to The Freedom
Council Foundation which it was to provide to The Freedom Council.
The agreement provided for a $5,000 monthly fee to be paid to
GBeSI for the period August 1, 1985 through July 31, 1986. A
payment of $25,000 for aonthly fees was_d\1_e _in advance upon
execution of the agreeaent. In addition, the 8greeae-n-t--ptovtded--­
that GBCSI be paid for expenses incurred to prOVide the services,
plus 20\ of cost for the first year of the agree.ent, 15\ of cost
for the second year, and 10\ of cost for the third and final year
of the agreement. The Freedom Council Foundation was established
in 1982 by Pat Robertson and headed by him until 1985. In
addition, The 'reedoD Council Foundation shared the comaon
officers of The Freedom Council. In 1985, the corporation was
dissolved and reincorporated on the same day. In April of 1986,
the name was changed to National Legal Foundation. The National
Legal Foundation was financed by CBN and The Freedom Council.39/

A third agreement was also reached on August 1,
1985, and was between GBeSI and National Perspectives Institute.40/
This contract shows that G8CSI will provide the same services as-­
provided to the previous two entities. National Perspectives
Institute was founded in 1985 by Mr. Robertson and initially was
financed by CBN.41/

39/

40/

41/

The New York Times, 12/10/86

The actual agreement is not in the records provided. An
amended contract dated April 1, 1986 refers to the original
Agreement of August 1, 1985.

The New York Times, 12/10/86
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The Freedom Council, National Legal Foundation, and
National Perspectives Institute42/ accounted for 94.9' of all
revenues recorded in the books 01 GBeSI during the time for which
records were provided. The Committee for Freedom accounted for an
additional 1.9\ of total revenues. The Committee for Freedom, a
.ulticandidate PAC, was established by Mr. Robertson in 1985.43/
Thus, three of the four organizations (The Freedom Council, -­
National Legal Foundation, National Perspectives Institute]
associated directly with Mr. Robertson and which received their
funding either directly or indirectly from CBN accounted for 94.9\
of all revenue of GBeSI.

On October 14, 1985, GBCSI reached an agreement to
purchase the IBM System 38 computer and related items for a total
price of $415,399. Three days later, Steve Davis, controller of
GeeSI {identified as associated with The Freedom Council in 1986]
sent a letter to George Border describing the terms of the payment
agreement and that GBCSI will be approximately $33,000 short of
having the cash needed to make the final payments (see Attachment
113). GBCSI was to pay $50,000 upon signing of the contract and
an additional $33,079.80 at the time of delivery. An additional
$83,079.80 was to be due 30 days afterwards and the rest would be
financed through Sovran Bank. The letter states that Mr. Davis
has told Dave Jackman about the problem and that he could possibly

- ---idvance GBCSI $60,0-00- through the Freedom Council_~n~ Freedo.
Council Foundation. Also, a summary of GBCSI cash from Nove.bet
1, 1985 through January 1, 1986 was furnished to Mr. Border.

One element of the cash flow states "$50,000 froa
FC (The Freedom Council}, FF [The Freedom Council Foundation), or
CBN (presumably The Christian Broadcasting Network, Inc.) advance
12/15 Billing." The letter is ended by Mr. Davis' statement to
Mr. Border; "As you can see the success of our meeting IBM
payments depends on Fe, rF meeting our needs. They must know our
problem and be willing to make adjustments in the ca~low for 60
days." As stated above, The Freedom Council and The Freedoa
Council Foundation/National Legal Foundation was financed by CBN.

The final payment to IBK for the computer systea
was recorded in the books of GBCSI on January 17, 1986. Billings
of GBeSI to The Freedom Council and The Freedom Council
Foundation/National Legal Foundation from August 1, 1985 until the
time of the final payment total $769,384.63 (see Attachment 114).
An analysis of the financial statements of GBeSI shows that from
August 1, 1985 until the end of January, 1986, GeeSI reported net
incoae of $433,115.92 which was $17,716.89 more than the cost of
the computer. The month after the computer was paid for in full,

42/ All three organizations had addresses on Greenbrier Circle,
Chesapeake, Virginia.

43/ The New York Times, 12/10/86.
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oees! expenses were more than the previous six months combined,
which resulted in a net loss of $291,011.62. Attachment .15
.ummarizes the Profit and Loss Statements for GBCSI from August,
1985 through February, 1986.

In October 1985, the month of the purchase,
revenues were $292,436.94 more than the previous month and
$234,860.86 more than November. Billings and expenses appear to
be planned so that GBeSI would have sufficient cash on hand to
allow for the purchase and payment in full of the computer system.
After IBK was paid in full in January 1986, GBeSI incurred a
substantial loss in February 1986. Based on our review of records
made available with respect to February 1986, the cause of these
sudden losses included substantial increases to salaries for
directors, payroll expenses, postage expense, and office/warehouse
supplies. Also, depreciation expense was recorded for the first
time. Furthermore, there were several entries to accounts with
the reference as adjusting or correcting entries. GBeSI did not
provide documentation to support these or other journal entries.

In October, 1986, The Freedom Council was in the
process of terminating its business. A non-binding draft of
settlement terms between GBeSI, George Border, and The Freedom
Council (see Attachment 116) provided the following relevant
items:

"2 .... GB [GB Computer Services, Inc .. }eDlploye-es­
except for George Border, will be given the saae
termination benefits as TFC (The Freedoa Council)
employees plus any accrued unused vacation ..•

b. TFC agrees to hold George Border har.less from
any loss on sale of his house as follows:

a) At any time up to and including January 31,
1987 TFC, will at George Border's sole option and
request, reimburse George Border for all equity in
house.

b) In the event GB sells house on or before
January 31, 1987 TFC retains the right to purchase
the house by matching a purchase offer TFC deemed
too low ...

d. TFC acknowledges that George Border has
advanced $65,000 to GB as a loan to facilitate
business operations.~/ TFC agrees to the

!!/ A $40,000 payment is shown in the ledger of GBCSI as being an
advance by George Border in February, 1986. As of August 1,
1986, the records of GBCSI indicate a balance of $65,000.
This balance was paid starting in November, 1986, and was
paid in full on January 9, 1987.
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reiabursement to George 80rder of the $65,000
loan •••

e. In relationship to IBM 38 and reiated equipment
owned by GB, GB has the option to request that TFC
assume full responsibility for Sovran note and
related equipment on or before December 31, 1986.
TFC would then own all of the equipment covered by
the note. In that event, TFC shall hold GB
harmless from any and all liabilities for the
computer, all related equipment, fixtures, and
furniture covered by the note, as well as any other
notes or obligations on said equipment which may
exist.-

A meeting was held on November 11, 1986 between
Steve Davis of GBCSI and Harry Fagan of Coopers & Lybrand45/ at
which time it was determined that $326,130 would be the cash
requirement needed for close down. In the close down estimate
were provisions for items noted in the settlement terms which
included accounts payable, payroll through December 26, 1986,
ter.ination pay, and George Borders' loan to GBCSI. The a.ount
specifically excluded the loan amounts to Sovran. On Nove.her 25,
1986, a termination agreement was entered into by The Freedoa
-Co-uDcfil- -and-GB-C-SI in--which-- Tbe -Freedoa-CQuDcil a9t:~_et!__"-o ~~y GBCSI
$327 , 000. ---- ---- -- -

Another aeetinq was held on January 15, 1987
between Nr. Davis and Mr. Fagan and a determination was aade that
an additional $94,252 would be needed for the cessation of
operations. Included in this amount is $46,168 for October, 1985
through January, 1986 payaents to Sovran Bank. Apparently, GBCSI
had forgone its option for The rreedoa Council payments on the
loan and in doing so, assumed the ownership of the IBM 38 coaputer
as noted in the non-binding settlement teras. On January 26,
1987, an amendment to the November 25, 1985 agree.ent was executed
wherein The Freedoa Council agreed to pay an additional $82,252.
On January 30, 1981 and February 6, 1987, National Legal
Foundation paid the re.aining $12,000.

It was at this point that the Committee reached its
agreement with GBeSI to purchase GBCSI's IBM agreements
(maintenance and programs), the leasehold interest in the premises

45/ Coopers' Lybrand were also the accountants of CBN {The New
York Times, 12/10/86]. Mr. Jerry Curry states that he wanted
to change accountants for The Freedom Council, but CBN
blocked the move.
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at 2133 Smith Avenue, Chesapeake, Virginia46/, the computer system,
mailing equipment, lists and other equipment. The purchase
aqreement, dated January 27, 1981, provided for the-Committe. to
assume the Sovran loan, which GBCSI had incurred in order to
finance the purchase of the IBM computer system.

In relation to the mailing list, George Borde,
wrote in a letter, dated October 23, 1985, to The Committee for
Freedom stating, "GB Computer Services, Inc. has acquired the use
of a prominent donor list. Although we have had to pay a premium
price for this list, we believe this value is exceptional. We are
convinced that a mailing to this list from The Committee for
Freedom (TCFF) would be an outstanding fund raiser." However,
during our analysis of GBCSI's general ledger, there was no
indication of the purchase of a mailing list.

The book value of total fixed assets (i.e.,
Computers/ Software, Furnitures and Fixtures, Office Equipment,
Mail Equipment) as recorded in the general ledger of GBCSI is
$543,084.87 at the date of the Committee's purchase agreement. To
acquire these assets, the Committee assumed a loan for $233,480
from Sovran Bank. In our opinion, the assumption of the leases do
not represent value paid for the computer system and related
-a-sse-ts-.. The- I-eases repr~sent expenses the COlUllittee would have
incurred regardless of the computer -arid equil,men-e- -purcbCfSlt.-- -A-a­
stated previously, the office and warehouse lease appears to be at
below market value. Thus, we believe the records of GBCSI
indicate a book loss to GBeSI of $309,604.87.

The above $543,084.87 valuation does not include
any value assigned to the mailing list{s) which was a part of the
transaction, nor does it include accuaulated depreciation because
GBCSI did not appear to record depreciation after February 28,
1986. Moreover, the director, supervisor, and an employee of mail
operations, the director and an employee of data processing, and
the supervisor and an employee of data entry all became e.ployees
of the Committee. These employees had worked with the coaputer
system and should have possessed knowledge of its operation and
applications which would be of considerable benefit to the
Committee. The amount used for the original termination agreement
between GBeSI and The Freedom Council contained a provision for
the employees of GBCSI to receive substantial termination
benefits.

46/ A letter dated July 26, 1985, [the same date GeeSI reached
its agreement for services with The Freedom Council}
addressed to George Border at CBN states that "the proposed
rental rates for The Christian Broadcasting Network for these
areas ... are below market value." GBCSI was renting its
office space at $.70 a square foot and the warehouse at $.27
a square foot.
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In our opinion, the information reviewed indicates
that G8eSI was established and funded by organizations affiliated
with the candidate for the primary purpose of purchasing the IBM
System 38 computer system. Adequate funding was prOVided by these
organizations from inception (August, 1985) of GCBSI until the
date of the final payment to IBM for the computer system (January,
1986) at which time GeeSI incurred a substantial loss in February,
1986.

The Committee was able to conveniently assume the
liabilities of GaeSI while GaeSI at the same time was assured per
agreements to receive $421,252 from organizations founded by Pat
Robertson in order to terminate its business and pay all
obligations other than the loan assumed by the Committee (i.e.,
$409,252 The freedom Council and S12,000 National Legal foundation
(formerly Freedom Council Foundation). The aforementioned
agreement allowed the Committee to obtain assets at what appears
to be substantially below GBCS!'s recorded net book value while
GaCSI had no remaining assets or liabilities. Therefore, we
believe that the transaction between GBeSI and the Committee was
not "at arm's length" and represents an in-kind contribution of at
least $309,604.8747/ ($543,084.87 - $233,480). It should be noted
that, based upon OUr review of GBCS!'s records made available, no
depreciation expense was charged for the period March 1986 through
January 1987. The amount of deprec-iation expense-, i-f- taken._,,"-o\1~d

decrease the book value and in turn the amount ($309,604.87) of
the calculated book loss to GBeSI. However, this calculated book
loss does not necessarily equate to the "usual and normal charge­
for the items purchased by the Committee (see 11 C.F.R. SlOO.7(a)
and (b»). Also, no value has been calculated related to the
mailing lists sold by G8eSI in this transaction.

A calculation of Expenditures Subject to the
Overall Limitation appears below.

47/ It should be noted that it is possible, depending upon the
circumstances and relationships of the parties involved, that
GaCS!'s transfer of the lease and the IBM agreements
constituted value given to GBCSI since the Committee relieved
GBCSI of its duties and obligations under the agreements.
Similarly, Gacs!'s transfer 0: the IBM agreements and the
leasehold interest, which entitled the Committee to the IBM
services and licensed programs and the right to possess and
to otherwise use the leased premises, constituted value given
to the Committee. However, it is questionable ~hether the
value given by the Committee agreed to are equivalent. The
fact that GBCSI and the Committee agreed to exchange these
assets does not mean that they are of equal value.
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AMERICANS FOR ROBERTSON, INC.
EXPENDITURES SUBJECT TO THE OVERALL EXPENDITURE

LIMITATION AS CALCULATED BY THE AUDIT STAFF

A.aunt Reported by the Committee thru December 31,
1991 Subject to the Overall Expenditure Limit

Adjustments to Reported Total:

$23,079,801.35 !/

Expenditures Incorrectly
Classified as Exempt Compliance by
the Committee - Not Included Above

Reported Debt Outstanding at December 31, 1991

Additional Debts Not Included
on Report: Response Marketing

C. Ridley
H. Ellingwood

Adjustments for Aircraft Usage:

In-Kind Contribution-CBN Continental, INC.

Adjusfmerit.-s - for billing--er-rors­

Excess offsets to operating
expenditures from press billings

In-kind Contribution - GB Computer Services Inc.

Christian Coalition

American Life League

Accounts Receivable

Non-Oualified Campaign Expenses

Adjusted Reported Expenditures Subject to
the Overall Expenditure Limitation

38,940.77

156,032.50

54,596.38
9,646.18
3,871.28

260,352.32 b/

},676.09 b/

112,814.81 £/

309,604.87 ~/

190,595.25

20,000.00

< 5,835.25>

<163,568.68> !/

24,074,587.87

Overall Expenditure Limitation 2 u.s.c.
S441a(b) (l) (A)

Amount Incurred in Excess of Overall Limitation

<23,050,000.00>

a/ Committee reported amount adjusted for mathematical error.
E/ See discussion at D.l.a. on pages 25-41.
c/ See discussion at D.l.b. on pages 41-43.
a/ See discussion at 0.2. on pages 43-56.
!I See Final Audit Report Findings III.B.l., 2. and 4.



58

Adjustments

Open Accounts Payable

Open Accounts Receivable

Payments Post 7/25/89 (LIFO date)

Reported Paid Expenditures Subject to the
Overall Expenditure Limitation

<224,146.34>

5,835.25

<146,306.99>

See Finding E. below for calculation of repayment amount.

Recommendation .7

The Audit staff recommends that, absent a demonstration to
the contrary, the Committee refund to the Press organizations
$105,634.56 in amounts received in excess of the maximum billable
amount for press travel on Committee aircraft. The Committee
should submit evidence of these refunds, the calculation of the
amount paid to each Press organization and photocopies of the
front and back of the negotiated refund checks.

E. Calculation of the Amount Repayable for Exceeding the
Io"'(a, New_ Hampshire and Overall Lirni tations

Based upon its deliberations with respect to the George
Bush for President Committee, Inc., the Commission determined that
the repayment should be calculated using the larger of
expenditures in excess of the overall limitation or expenditures
in excess of the state limits.

The Audit staff has determined, at Finding III.C.,
Allocation of Expenditures to States, that the Committee paid
$1,109,752.50 in excess of the state limits. Further, Finding
111.0., Use of Funds for Non-Oualified Campaign Expenses in Excess
of the Overall Limitation on Expenditures, shows that the
Committee paid $659,969.79 in excess of the overall limitation.

Therefore, multiplying the larger amount (expenditures
in excess of the state limits) by the repayment ratio would result
in the repayment amount computed below:

Amount Paid in Excess of the
Iowa and New Hampshire Limitations

Times Repayment Ratio {Flnding I~I.A.}

Repayment Amount

$1,109,752.50

.305142

~338,632.10

48/ This amount, determined in excess of the overall state
limitations, is subject to change. Any adjustments will be
reflected in the Commission's Final Statement of Reasons.
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Recommendation .8

Based upon the Commission's decisions described above, the
Audit staff recommends that the Commission make an initial
determination that $338 1 632.10 is repayable to the United States
Treasury pursuant to 11 eFR S 9038.2(b)(2}.

F. ~etermination of ~Net Outstanding Campaign Obligations

Section 9034.S(a) of Title 11 of the Code of Federal
~egulations requires that the candidate submit a Statement of Net
Outstanding Campaign Obligations WhlCh contains, among other
items, th~ total of all outstanding obligations for qualified
campaign expenses and an estimate of necessary winding down costs
within 15 days of the candidate's date of ineligibility.

In addition, 11 C.F.R. S9034.1(b) states, in part, that
if on the date of ineligibility a candidate has net outstanding
campaign obligations as defined under 11 eFR 9034.5, the candidate
may continue to receive matching payments provided that on the
date of payment there are remaining net outstanding campaign
obligations.

As noted in -Finding -III .A .. ,~ the c~n<iidate's date of
ineligibility was April 28,1988. The Committee ffl~ed~-~a-~-Stat-e-ment

of Net Outstanding Campaign Obligations (NOCO) which reflected the
Committee's estimated NOCO as of April 28, 1988. The Audit staff
reviewed the Committee's financial activity through August 31,
1988, in order to calculate the Committee's actual financial
position regarding cash, accounts receivable, capital assets,
accounts payable, and estimated winding down costs. As contained
in the interim audit report, the Audit staff adjusted NOCO
reflected a deficit of $2,822,372.01 at the candidate's date of
the ineligibility.

Subsequent to the Committee's response to the interim
audit report the Audit staff calculated a revised NOCO based on a
review of reported activity through December 31, 1991.49/ The major
revisions to the NOCO are a result of revising both receivables
and payables to reflect the reported activity through December 31,
1991. In addition payables were increased for amounts due as
refunds of excessive individual contributions. Finally an
adjustment was made reducing payables by the amount the Committee
exceeded the spending limits. This adjustment is necessary in
accordance with 11 eFR S9034.5(bl. The revised NOCO appears
below:

49/ Generally, adjustments were based on unaudited reported
activity through December 31, 1991, the date of the last
Committee reported activity at the time this report was
drafted.
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AMERICANS FOR ROBERTSON. INC.
Revised NOCO Statement AS or 4/28/88 Based on

Activity Throu9h 12/31/91

Assets

Cash in Banks
National Accounts
State Accounts

Receivables
4/29/88-8/31/88 a/
9/1/88-12/31/91 hi

Capital Assets

Total Assets

Liabilities

$ 213,198 .. 47
56,052.08

158,423.07
298,532 .. 03
15,600.00

$ 741,805.65

Accounts Payable
paid 4/29/88-8/31/88

paid 9/1/88-12/31/91

- -Accounts ---payable-­
at 12/31/91

Adjustments to
Accounts Payable:

Non-Oualified
Campaign Expenses:

4/29/88-10/21/88

1,940,122.04 !/

2,456,529.42 ,E/

590,147.12 £/

<163,568.68> ~/

Paid In Excess of State
Limitations

4/29/88-10/21/88 < 24,964.62> !/

In Excess of Overall
Limitation

Total Liabilities

NOCO (Deficit)

<454,630.68> !I

<54,343,634.60>

<S3,601,828.95>
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Footnotes to NOCO

Based on actual audited activity, not adjusted for
non-qualified campaign expenses (see notes ~/, !/ and ill.

Compiled from unaudited reported activity, not adjusted for
non-qualified campaign expenses (see notes ~/, !/ and !/).

Includes (1) $266,130.42 reported by the Committee as
outstanding, (2) $142,592.21 in contribution refunds payable
as calculated by the Audit staff, (3) $105,634.56 in refunds
due the Press (see Finding III.D.I.b.), (4) $75,789.93 in
payables developed by the Audit staff (CBN Continental
$7,676.09; Ellingwood $3,871.28; Ridley $9,646.18: Response
Marketing $54,596.38).

Included in figures for Accounts Payable paid 4/29/88 through
12/31/91; this adjustment removes non-qualified campaign
expenses paid in accordance with 11 eFR 9034.S(b). See
Findings III.B.l., 2. and 4.

Included in figures for Accounts Payable paid 4/29/88 through
12/31/91: this adjustment removes non-qualified campaign
expenses paid in accordance -with 11 CFR- -90-34 .St b-}--. -Se_e
Finding III.C.

!I Included in figures for Accounts Payable above; this
adjustment removes the value non-qualified campai9n expenses
in accordance with 11 eFR 9034.S(b). See Finding 111.0.
There is no overlap relative to the adjustment explained
above at note !/.
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As noted above the adjusted NOCO reflects a deficit at
the candidate's date of ineligibility. The Audit staff revi'~ed

the Committee's reported financial activity through the dat. of
the last matching fund payment (April 19, 1989) to verify that the
Committee did not receive matching funds in excess of entitlement~

Net Outstanding Campaign
Obligations (Deficit)

Private Contributions
4/29/88 - 4/19/8950/

Matching Funds Received
4/29/88 - 4/19/8951/

Other income

Remaining Entitlement at 4/19/89

$3,601,828.95

<1,478,097.49>

<1,931,127.96>

< 166,918.84>

$ 25,684.66

Based on the calculation above it does not appear that
the Committee received matching funds in excess of its
entitlement.52/

'Re-payment Recap_

Shown below is a recap of repayment amounts discussed in
this report.

rinding

III.B.1.

111.8.2.

111.8.4.

Topic

Penalties and Post­
001 expenses

Convention related expenses

Undocumented transfers

R@payment Amount

$ 21,994.23

22,727.59

5,189 .. 86

50/ Actually represents reported private contribution through
4/30/89. The Audit staff was unable to calculate amounts
received through 4/19/89 since the majority of the
contributions received were reported as unitemized.

51/ Includes payment on 4/19/89.

52/ On March 10, 1992, an initial Debt Settlement Plan was
submitted by the Committee. Subject to Commission approval,
approximately $22,000 in debts could be settled. No
adjustment relative to the Committee's proposal has been
made. Any material changes to the above calculation will be
addressed in the Commission's Final Statement of Reasons.
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111.£. Exceeding States (NH & IA)
Liattatlons

TOTAL

$ 338,632.10

S 388,543,7§ ~I

53/ This amount is subject to change. Adjustments will be
reflected in the Commission's Final Statement of Reasons, if
appropriate.
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FINAL AUDIT RKPORT
Attechment 11

AMERICANS FOR ROBERTSON, INC.
Schedule of Non-Qualified Campaign Expenses

(Penalties and Post-DOl Expenses)

Check • payee Date Amount Purpose

1641 IRS 01/12/88 $37,320.26 Tax Penalty

4575 IRS OS/23/88 3,286.77 " ft

2166 IRS 01/27/88 21,498.15 " "

115 IRS 04/05/88 833.57 " "

116 Cashier 04/05/88 5.00 " "
Tex Employment
Coma.

"- III Florida 04/05/88 --10.-68 -tt- - --- - - "

'~
Eaployaent Comm.

118 Job Service 04/05/88 51.11 • ..
of Iova

131 DC Treasurer 04/05/88 55.31 • It

1002 VA Departaent 04/20/88 8,699.72 " "
of Treasury

*'"r'

1201 INSTY Printers 06/03/88 143.10 Mailing to
Minnesota
Supporters

1202 Jerry's 06/03/88 175.00 Postage
Related to
Mailing

TOTAL $72,078.67



FINAL AUDIT REPORT
Attaeba.nt 12
'a.e 1 of 5

AMDICANS FOI IOBElttSON, INC.
Schedule of Paid Post-DOl Convention lelated Expenses

Ask Hr .. Foster

Purpose

Travel to Convention

Date-
01126/88

07/26/88

08/01188

08/03/88

08/10/88

08/12/88

08/16/88

08/22/88

..

"

"

"

"
..

"
..
..
ft

"

"

..

"

"

Cheek'

1024

1218

1245

1290

1355

1390

1397

1424

Amount

S 283.00

356.00*1

396.00

2.821.00

1,996.50

250.75

491.00

144.00

fit

"

"

"

ft

"

"

"

"

"

"

"

"
SUBTOTAL mVEL

Penni Boutillier 1258

Rev. "arie Galatas 1262

Lucien Freeaan 1260

Patriee Fre.aan 1161 II

"

"

"

"

"

II

It

"

"

"

"

"

"

"

"

"

"

"

"

"

"

"

Phone Bank36.00

98.50

64.00

12.00

115.00

124.50

120.00

24.00

36.00

1257

Taja Grayson 1263

Lucille BOlan 1264

Sheila Jamison 1266

Nancy Boyle 1259

Jennifer lest

08/02/88

08/02/88

08/02/88

08/02/88

08102188

08/02/88

08/02/88

08/02/88

08/02/88

*' Cheek amount S589.00. $233.00 not convention related.



FINAL AUDIT REPORT
Attach••nt 12
.... 2 of 5

AMIIICANS FOR ROBERTSON, INC.
Schedule of 'aid 'olt-DOI Convention Related Exp.nses

Date Pay•• Ched • ~o_~nt Purpose-
08/02/88 Cindy Johnson 1267 158.00 Phone Bank.
06/02/88 Susan Meyers 1268 84.00 • "
08/02/88 Tiffany Holine 1269 76.00 .. •
08/02/88 Cha.i ty MorlL't l.,.,n 69.00 " ".11:'"

08/02/88 Cortney Morlan 1271 70.00 It "
08/02/88 Janice Morlan 1272 72.00 .. "

-,08/02/88 Cynthia Noah 1273 68.00 .. ..
08/02/88 Sehevander Parker 1274 103.00 " ..

':-08/02/88 Aline Seheveraann 1275 118.00 " It

"1/02/88 Teska Vashinrton 1277 59.00 .. ..
.... ;4,

08/02/88 Gina Martin 1278 36.00' • •
08/02/88 Dveldon Blains 1279 61.00 .. ..

_. 08/02/88 Susette Sparks 1281 24.00 " ..
08/02/88 Shiel. Sterling 1283 95.00 " "

"r:08/02/88 Daaion Sa,.•• 1284 12.00 .. ..
08/02/88 Jacqueline aaynes 1285 IS.oo " ..
08/10/88 Cynthia Noah 1.356 16.00 " "

SUBTOTAL PBON! BANK
51,766.00



FINAL AUDIT REPORT
Attach.ent .2
'.,e 3 of 5

AMERICANS FOR loamrrSON. INC.
Schedule of 'aid Post-DOl Convention Related Expenses

!!!!! Payee Cbeek I Mount Purpose

08/01/88 !owan 1247 S 706.29 Shipping
Transportation

08/11/88 Ceneral Audio 2247 1,450.00 Radio Rentals
Video (Beepers, etc.)

08/12/88 Easy Rental. Inc. 2250 219.35 Furniture Rental

08/12/88 Blevins Concession 2251 457.01 Equipment Rental
Supply

08/12/88 Dix! Springs 2252 127.31 Bottled Vater
.......... Sprinl"ater

08/12/88 Kinkos 22~3 308.47 Printing

08/1S/88 American Rent All 2258 200.56 Equip.ent Rental

08/15/88 SUMy' s Bakery 2259 50-~-SO 1{elteslUlun~I--

:r-...
08/16/88 linkos 2262 381.50 Prlntllll

08/16/88 Lucky Dol 2266 375.00 Food Concession

08/16/88 Sounds of Mann 2264 920.00 Mu.icians

08/16/88 Zetz/7-Up 2265 233.27 Soft Drinks
Bottllnl Co.

08/16/88 Bent's Maine 2267 311.04 Air Borns

08/17/88 Botel Int.r- 2268 1.895.75 Unknovn
continental

08/18/88 John Ilondero 2270 233.6~ Food Supplies

08/18/88 La Pavillion 2272 508.06 Unknovn

08/17/88 Sullivan Transport 2269 378.00 Oeliver Hats
Co.
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Attachllent .2
'ac' " of 5

AMIIICANS FOR IOIIlTSON, INC.
Schedule of 'ald Post-DOl Convention Related Expenses

Date-
OB/18/88

08/19/88

08/19/88

08/19/88

08/02/88

08/19/88

-~ 08/19/88

08/19/88

Payee Cheek •

Taste Rite Inc. 2271

Dallas Suites 2274

Brady Bilton 2276

Bank of Louisiana 2283

Bank of Louisiana 2291

Fairmount Botel 2278

Karlene Elvell 2280

Dixie Springs 2279
Spring Vater

AMount

139.10

6.261.38

300.00

700.00

500.00

390.67

1,138.20

26.01

Purpose

Coffee

Hotel Itoo.s

Security

Rent

Duage Depos1 t

Hotel Roo.s

Hotel Expenses

Vater

Botel Inter­
continental

2284

C.r Jt.nt~_l _

Botel Char...

08/20/88

08/05/88

Budlet Rent-a-ear

Spangenberl Inc.

2285

2296

565.35

2.500.00

car aental

Redecorate
Hospitality Center

Vivien Insurance

Printvork.s

Botel Inter­
continental

Hotel Charges

"

..

•

"

"

"

Convention Signs

Liability Insurance

5,171.83

3,182.88

986.00

5,000.00

3,890.00

1,000.00

1,500.00

2257

2295

2249

2297

2298

2261

2254

"

III

"

""

"

"

"08/12/88

08/12/88

08/12/88

08/05/88

08/05/88

08/15/88

08/12/88
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AMEllCANS Foa aOIElTSON, INC.
Sehedule of Paid Post-DOl Convention Related Expenses

2!!! Pay•• Cheek • Aaount Purpose

09/16/88 Alan Sutherlin 2236 2,657.17 Phone Rental

09/19/88 Executive Business 2434 1,070.49 Copier Rental
Products

06/17/S8~/ Goldberal 13,022.03 Buttons, Bumper
Harchesano stickers for
Associates Convention

08/03/88~/ " " 3,793.59 Lapel Stickers,
Posters for
Convention

TOTAL S74.482,91

-/ Invoice date. costs defrayed v1th funds paid to vendor prior to 4/28/88.



FINAL AUDIT REPORT
ATTACHMENT 13

AMERICANS FOR ROBERTSON, INC.
Non-Oualified Caapai9n Expenses

Undocumented Transfers of Funds from National Accounts

Checkt,IWire Date
Transferred

From

Intended
'Recipient

State Account Amount

Wire 09/30/87 Signet NY $ 1,570.00
16520025633

.'-~ -- ~ 2451 09/03/87 • • PA 2,679.00

2457 09/03/87 • • GA 5,400.00

-~-623 . --0-9/14/87-- It_ _

" PA- 1#219.00--.

..-..... 2105 09/18/87 • • GA 4,040.00
.. "l:~

3127 10/06/87 • • PA 240.00

3374 10/22/87 • • GA 1,800.00

TOTAL i 11,P98,OQ
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The Committee ~sed ~~e corporate airplane of C3N Continental
as i~s primary source c: a:r ~:ansportation. Rowever, all
transactions regard:~g t~e c~at~er of t~e p:ane were conducted
throuch CSN Contl~e~tal, :~c., ~hich accorcinc t~ a Ccmmlttee- .. . -: " .. ~official, Nas a Vlrg:nla 5:ock ~~rp~ra~lc~ a~c a w~Ol.y owned
subsid i a::: y c f :3}: Air;: 1a ~es, : ~c. : 0 r~ ed ~ ~ r. and 1e It: 0 r profit ..
~:ansac:ions between C3N C~nti~ental and other ent:~ies.

The Audit staf:'s reconciliation cf i~voices and payments
revealed that CSN Continental, !~c. billed t~e Committee
Sl,057,i49.88 and t~at the Committee made payments of Si14,764.10
and was credited for S34,675.86, leaVing a bal~~ce of
$108,-309-.86. Accorcfng to -the- treasurer ,S2-60, 352.32 of the
ending balance is disputed gasoline surcharges.

The Audit staff reviewed the invoices and payments made
available involving the Commit~ee and CBN Continental, Inc. to
determine if the Committee paid for its air travel in advance as
required by 11 C.F. R. 55114.9 (e) (i) and (ii). The Committee
prOVided the Audit staff with a computer printout entitled
·Continental Broadcasti~9 Network Passenger Flight Log" covering
~he period 9/16/86 to 3/9/88: copies of invoices dated between
the period 9/24/86 to 3/18/88: and a summary of invoices and
payments covering the period 10/8/86 to 3/18/88. Passenger logs
were not prOVided f~r any flights occurring after 3/9/88.

The Audit staff's review of available documentation revealed
20 invoices, totalling $150,847.37 for which payment did not
occur in advance of the cate of t~e respective trips~/. In the
case of 16 invoices, totalling $116,639.27, additional costs for
previous f~ights were billec, the amounts of which materially
exceeded the COStS originally invoiced and paid. rn addition,
the Audit staff ~oted t~at i~voice records were not provided
relative to 5 invoice ~umbers (t1050, 87-1031, 88-1006, 88-1008,

~/ In several cases, t~e trip had occurred prior to t~e cate of
the invoice.
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88-1010) listed on the summary. Further, ~he following i~voice

numbers were not listed on t~e above mentioned summary: 1044,
1048, 10S1, 1054, lOSS, :060, 1061, 1062, :064, 1066, 87-1002,
87-1004, 87-1014, 87-1015, 87-1019, 87-1023, 87-1032, 87-1036,
87-1045, 88-1021. It is possible that ~~ese i~voices were deemed
to relate to entities other than t~e Cornmlt:ee.

The Audit staff :eviewed t~e a:o~ementio~ed ?assenger fli9ht
log which contained i~fo:mation =egardi~g t~e cate of ~~e f~ight,

flight itinerary, flight ~ours, ~ames of F3ssengers a~d t~e

respective entity to be ~:l:ed, a~d t~e F~=?~se c: t:i? o~dered

hy t--;- ""'mber ''It'"''oUQ~ e ""':=assen~e'" ;";c '!""'~ c"·--: "'otv .4t" •• ~ • .t\ •• .... tw ,:-.... "" ......... _, ~~ .l..i ...

contain i~formation C~ all ~=ip ~umoers, c~r :~v:ew of :~e log
revealed several instances where t~e bil:~~gs C~ ~~t a?pear to be
in accorcance with 11 C.:.R. § 9034.6(:') (2).. :~r example, trip
486-139, accordina to t~e :00, ~ccurred C~ ::/6/85 and c~:cinated
: "" 0- a 1 " ~s f_t~ t"" a d-es ~a"~l""n'c-': '·o",,:!,,,,,~:, : c' .,...;; ~ a s .. o ....ov·er ;n..... ...L... w." _.~. ... 4-" .... ....., ..... ~, w ': .. ~ ..

Staunton, 7irginia. 7~tal :light ~:~e was l:sted as 2.i hours: a
notation in the passenger :light log s:ate~ "~FR ~Ameri=ans For
Robertson, :ncl paid .: h:s for s~op i~ Staun~on. 3111 caN 2.2
hr s. "

Notwithstanding t~e fact t~at the aircraft's actual point of
origin was in all- likelibood -Norfolk, Virginian-ot -n-allas ,---~e-xas,

the flight time of 2.7 hours should have been billed to the
Commit~ee since Staunton was recognized as a campaign stop.
According to 11 C.F.R. S 9034.6(b} (2) that portion of t~e cost of
the trip allocable to campaign ac~ivity shall be ceter~ined by
calculating what t~e trip would have cost f:om t~e point of
origin of the trip to the first campaign-related stop and ~:om

that stop t~rou9h each subsequent campaign-related stop, ~ack to
the point of origin.

A second trip originating i~ Norfolk, Virginia wit~

intermediate stops i~ Tulsa, Las Veqas, :ong geac~, Palm Springs,
Detroit and Manchester, i~volved c&~paign related stops in
Ca1ifor~ia and New Hampshire, according to the passenger flight
log. ~owever, according to records made available, the Committee
was billed for 2.70 hours out of a estimated 12.4 hour campaign
related t:ip. Furt~er, the stop i~ Detroit ~as billed (4.0
hours) :0 "Michigan Comm. For Freedom" and :~e remai ncer of the
trip cost ~i lled to CBN.~/

Recc~mendation .22

The Audit staff recommends t~at t~e Committee within 30 days
of service of this report, show why the above mentioned payments,
totalling S150,847.37 relative to flights not paid in advance and
the additional payments made on flights that were

-
*/ . .See Findlng II.A. for addltional info:mation concerning

U1chigan Committee for Freedom.
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undercharged, totalling $116,639.27, should not be considered
corporate con~ributionSe

It is also recommended t~at ~~e Commlt~ee provide:

G A detailed accounting 0: all invoices received by the
Commlttee from CBN Conti~ental, :ne.;

o The above mentioned missing i~voices plus those not
listed on t~e summary, as well as all :~voices and

vm e ~ t c" ~ C'~"" e f'Il .. a" i .... tI'O\ &.., .,. & "'I : C ~ ... sa': .. e ... i'9 /8 apa .1 .--a.. .. ~ v........... '- ..... "-' .. to • ...", .. .. ....... --. ... '- • ... I •

o A complete and accura~e ~assenge: f:ight :09 containing
trip information, as desc::~ed above, for all flights

. ~ . d .. " '86 ~ "l ""/3' /"'8' , d'durln~ t.:e, perlO 1,- ~I t::=~UgH.~ -.1 0 l:1C_~. ~n9 .
those f~:g~ts for wnlC~ ~~e ~~~mlttee was ~ot cllled In
whole or ~~ part:

o

o

•

Oocumenta~ion including workpapers, etc., to
demonstrate t~e method of calc~latin9 t~e total costs
of t~e flights and t~e met~od used to calc~late the
amounts billed to the the Committee and t~e other
entities j~volved;

Information on the ownership of the aircraft used to
transport Committee personnel and documentation to show
the inter-relationships of CSN, CBN Continental, CBN
Continental Inc., and CBN Airplanes, Inc. Such
documentation is to include but not be limited to
photocopies of corporate filings, names of officers and
members of the respective board of directors: and

The Candidate's schedule for the period 7/1/86 ­
12/31/88. ~he schedule or reconstruction thereof is to
include, en a daily basis, the Candidate's itinerary,
events attended and the type of event (i.e., campaiqn
vs non-campaign). In tne case of events categorized as
non-c~~paign, prOVide an explanation as to why said
event was not campai;n-~elated and the name of t~e

sponsoring entity.

Additional recommendations may be made after review of the
requested docu~entation.
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mI. ge9IQ1PJ1PATIOH HO. ,z

22.1 The COll'Dlission has been shown all of :"FR's recorda

concerning CBN Cont1n.n~al, :nc., or CBN Airplanes, :nc. AFR is

still tryinq to find some of the mlsslnq involces.

22.2 AFR did not use the SAC ... ~...... after Marcn 9 1 :988.

22.3 ~he FEC has prevlously been provided ~~e only copy ot

the passenqer ~light log.

22.4 AF'it do__s nQ~havarecord.-s- -r-ela-ti-nq--- to -the---mettrocl of­

calculatinq total casu. These records may be contained in the

material SUbmitted to the Commission by CBN Continental.

22.5 AFR understands that the SAC 111 ~as owned by

Airplane., Inc., a wholly owned SUbsidiary of CBN Continental

Brcadc.stine; Network, Inc. An believes that t.'1is information

has been SUbmitted as part of CBN Continental's response to the

FEe's SUbpoena.

22.6 The Commlssion has been given the schedules for the

canclidate which still exist in campaiqn records.

26
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~hQse schedules ~na~ have alreaay been ~=ovlded to ~h. FEe, AFR

has no o~.r schedules and no means to recrea~e them.

22.7 AFR was billed in advance for all flights according ~o

~he policy es~ablished by C9N Cont::.~.n~al and celieved that it

paid :"':1 advance.

apparenely :eceived bills after : liqh't.s ·..nic~ '.ere for costs

~hat CBN Continen~al incurred unex~ec~edly af~er ~~e sUbmission

of a prior bil:. :n addit:on, ~FR =ece~ved :a~er =illinqa for

flight deviations after take off cue ~o campa1qn schadule

cnanges, or ~ea~er. AFR pa1d CBN Con~~nen~al i~ cash, in full

for all nondispu~ed bills. One disputed bil)~ resul~e4 in a

c' settle••nt aqr·eellent, a copy of which has been supplied to the

C01IIIIlission.
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THIS LEASE is entered into by and between AIRPLANES,
INC., a Delaware corporation, hereinafter called the Lessor, and
CBN CONTINENTAL BROADCASTING NETWORK, INC. f a Delaware
corporation, hereinafter called the Lessee.

1. Lease. Lessor hereby leases to the Lessee, upon
the terms and condi tions herein contained, the following
described aircraft:

One BAC 1-11-201 AC, Serial No. 005

2. ~. The term of this lease shall be one year,
commencing on May 1, 1987. Lessee shall have exclusive usage of
the aircraft during the term, without limitation as to mileage or
flight hours. Lessee shall have the option to renew this Lease
on the same terms and conditions (including this right of
renewal) for successive one year terms, upon notice to Lessor.

3. Rental. No fixed rental shall be charged. Lessee
shall a8 rental hereunder perform all maintenance and pay all

_e~p~n~~s, as described hereinbelow.

4. Less,e's covenants. The Lessee covenants and
agrees as follows:

(a) No lien or assignment. To keep safely, and
use carefully, the aircraft, and not to sell, or attempt to sell,
or assiqn or dispose of the aircraft, or of any interest therein,
or suffer or permit any charqe, lien, or encumbrance of any
nature upon the aicraft.

(b) SubleAse. Lessee shall have the riqht to
sublease, rent, loan out or otherwise permit others to use the
aircraft, provided, however, such is undertaken in conformance
with all applicable rules and regulations of the Federal Aviation
Aqency pertaining to the use to which the aircraft shall be
subjected.

(c) Taxes. To pay all taxes, assessments, and
charges imposed by any national, state, or municipal government,
or pUblic or airport authority on the aircraft or on its use
during the term this lease is in effect.

(d) MaintenAnce. To maintain and keep the
aircraft and all components thereof in good order and repair, in
accordance with the requirements of the Federal Aviation Agency
or any other governmental authority, and within a reasonable time
replace any and all parts, equipment, appliances, instruments, or
accessories which may be worn out, lost, destroyed, or otherwise

1
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rendered unsatisfactory, or unavailable for use in or on the
aircraft. Lessee shall perform all major overhaul on the
aircraft, whenever deemed necessary and as may be required bv the
Federal Aviation Agency or any other governmental authority
during the term of this lease, and all inspection and maintenance
service.

(e) Indemnification. To be responsible and
liable to the Lessor for! and inde~nify the Lessor against, any
and all damage to the alrcraft WhlCh occurs in any manner from
any cause or causes during the term of this lease or until
redelivery of the aircraft to the Lessor.

(f) Insurance. At its own expense, to keep the
aircraft insured against hazards, including, but not limited to,
hull damage and liability for personal injuries, death or
property damages, arising from or in any ~anner occasioned by the
acts or negligence of the Lessee or others in custody, operation
or use of aircraft, with losses under the hull damage policies
payable to the Lessor and with the Lessor named as additional
insured under all policies of insurance.

(q) Licensed pilotage. To permit the aircraft to
be operated only by currently certificated pilots.

(h) pel lyery upon termination. To return, upon
demand, at the expiration of tbe lease term, the aircraft to the
Lessor, at such place as may be designated by the Lessor, in the
same operatinq order, repair, and condition as when received,
exceptinq only for reasonable wear and tear, and damage by any
cause covered by insurance.

s. Assignment of warranty. The Lessor hereby assigns
to the Lessee, for and during the lease term, any warranty of the
manufacturer, express or implied, issued on the aircraft and the
component parts, and hereby authorizes the Lessee to obtain any
customary service furnished by the manufacturer in co~nect1cn

therewith, at Lessee's expense.

6. Risk of 105s. All risks of loss or damage of the
aircraft leased, from whatever cause, hereby are assumed by the
Lessee during the entire lease term of the aircraft, and if the
aircraft be damaged, and be capable of being repaired, the Lessee
shall have the option of either repairing same or replacing same,
at the Lessee's cost.

7. Cancellation. This Lease may be cancelled by
Lessee at any time upon thirty (30) days prior written notice to
Lessor.

8. No passage of title. This agreement is, and is
intended to be a lease, and the Lessee does not acquire hereby

2
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any right, title, or interest whatsoever, legal or equitable, in
the aircraft except its interest as the Lessee hereunder.

9. Miscellaneous.

(a) The Lessor warrants that, if Lessee performs
its obligations under this lease, the Lessee shall peaceably and
quietly hold, possess and use the aircraft during the entire
lease term, free of any interference or hindrance.

(b) The relationship between the Lessor and
Lessee shall always and only be that of Lessor and Lessee. The
Lessee shall never at any time during the term of this lease for
any purpose whatsoever be or become the aqent of the Lessor, and
the Lessor shall not be responsible for the acts or omissions of
the Lessee or its agents.

10. Separability. The invalidity of any portion of
this lease shall not affect the remaining valid portions thereof.

11. Entire agreement. This lease constitutes the
entire agreement between the parties hereto, and any change or
modification to this lease must be in writlnq and signed by the
parties hereto.

IN WITNESS WHEREOF, the parties hereto have dUly
executed this lease on May 1, 1987.

CBN CONTINENTAL BROADCASTING NEtwORK, mc.,
Leasee

By:

AIRPLANES,

By:

3
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ACREEMENT OFS~

..-

THIS AGRE~~NT entered into between Americans tor RObertsonj
Inc., CBN Cont.i.nent.al, Inc. and its wholly owned subsidiary,
Airplanes, Inc., hereinafter referred to as ArR, Continen~al, an
Airplanes. \

WHEREAS, Airplanest :nc. ~as the c~ner and cperator of a BAO
1-11 aircraft operated under Federal Avia~ion Administration r~le

F.A.R. Part 91, and

w~R£AS, AFR desired to lease an air?lane ~~om time to time
under FAA rule F.A.R. Pare 91, and

WHEREAS, AFR did in fact: lease t."le SAC :-11 of -Airplanes
repeatedly during pa~s of 1986, 1987 and 1988, and

WHEREAS, on each occasion of use during this period of
approximately 18 months AFR paid Airplanes in advance of every
trip, calculated under ~~e formula specified in F.A.R. Part 91.
The parties agreed that if actual expenses exceeded the amount
est.imated in calculating the advance payment or if the advance
paymeJ:1t: e_~~fl~Q.ed _t!1E!_aJ:DQ\.lnt __d_UtL__ t_hat __ thflr-e- -would----be-- a.djus~i-n.­

payments from one party to the other at the end of each calendar
month, and

WHER.EAS, at the end of eighteen 1l0nths of usage of the BAC
1-11, wben AiR vas winding down its ~etivities prior to going out
ot business, the accounts of the parties for use of the aircraft
vas sUbstantially in balance, and .

WHEREAS, in 1988 an independent fuel broker who had been
supplyinq Airplanes with fuel for the SAC 1-11 presented a bill
to Airplanes for ($130,000) for a fuel surcharge tor fuel u••d in
AFR f11qhts for the preceding eighteen months. Wlthou~

conferrinq with AFR on this matter, Airplane. and ita parent,
Continental, paid the invoice of ($130,000) in full, doubled the
price as permitted under F.A.R. Part 91, and presen~ed a bill ot
($260,000) to AFR tor immediate payment, and

WKEREAS, AFR throuqh its attorneys and its president has
vigorously protested this invoice, saying that it was outside the
scope ot a pay as you go arranqement: vould, it known, have
dramatically altered AFR's usage of the BAC 1-11: and in fact vas
nothinq more than a contrived attempt by Airplanes to charqe the
entire operatinq cost ~t the SAC 1-11 for the period in question
to AFR. Airplanes .and Continental, through its attorneys and
officers, equally strongly insist tnat the fuel surcharge was
leqitimate, was actually paid, and that reimbursement is
warranted under F.A.R. Part 91 and other federal regulations and
required by its eqreemen~ vith AiR.
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NOW THEREfORE, in an at.temp1: to settle t.his dispu~e, the
parties aqree as follows:

1. AFR has accumulat:.ed at. sUbs'Ca~t:~al expense a ma i1 ing
list of some 1,800,000 individuals or fam~lles who are supportive
ot religious, moral, and ~am~ly orient:.ed causes, magazine
sUbscrlp~ions, etc. The rental value of list:.s o~ this na~ure is
set by the current. market.place at. ! itt:.y dollars (S50) t.o one
hundred dollars (S100) per ~~ousand names per use. At S50 per
thousand a one time rental c: the AFR lis~ is ~or~~ $90,000. At
SlOO per thousand, a one ti~e rental ~oulc be ~or~~ S180,000.

2. !n full settlemen~ of all claims ~y Airplanes or
Cont:.inental a9ains~ it, AFR agrees t.o suppl y to Ccnt.inent.al a
ma9net~c tape cr ~apes contalning t~e AFR :is~ of 1,800,000
names, and fur~her grants to Continen~alf cr Continen~al/s

designee, a non-exclusive :icense for a five-yea~ ~e~ beginning
\/i't.h the date of t.his agreernen~ ~o l:1ail three ::.a 11 ings to the
complete list. a~ any time during t.he t.erm of this license.

3. Airplanes and Continental, by this Aqree~ent, agrees to
accept the above described license to mail three cailings to
AFR's list in complete settlement of all claims ~hich.they nov
hold ag~inst AFR.

4. Continental further agrees that at the end of the
1 ieens. period or upon three mailinqs to the list, whichever
occurs first, it will return to the list to AF'R or AFR 's,
designee. Continental also aqrees that in the event its rights'
~nder this lease are sublet to any third party, other than its
parent or subsidiary companies, it will only furnish to such
t~ird parties labels of the _.i11n9 list no~ the maqnetic tape.
C~ntinental fu~~er varrants that it will protect the list, will
tlxe reasonable steps to prevent its unauthorized use, and will
c?Operate with AFR in any suit brouqh.t to prevent unaut..~ori%ed

p~ssessicn or use of the list by any individual cr orqani:ation
ttlat has received the list by any means from Continental or its
a:filiated companies.

s. Continental further aqrees that it will supply
d.)cw:entation to AFR whenever the list is used, sho1.:ing the party
t:-.at used the list, tor what purpose and the date or dates cf
u~·e.

6. The parties ac~~owledge that AFR is a campaign
cc~ittee regulated by the Federal Election Commission. In the
event that the Federal Elec~ion Commission r~les that this
a~reemen~ ~ill result in excess compensation by AFR to Airplanes
a~j Continental for use of the SAC 1-11 and that ArR mus~ recover
any a:ount from Continen~al, then the parties agree to be bound
by the Federal Election Cozr",,~issioli rUling, and agree to modi ty
this agreement accordingly. Provided, however, tha~ l~ ano~her

2
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---this

.-

Federal Aqency chooses to dispute t.he rul ing ot the Federa.l
Ele~10n Commission, then on the advice of eith.r of their
counsel, the par~ies aqree to seek a Declaratory Judqm.n~ on this
matter from a Federal Oistric~ court.

Notices under this contrac~ may be sent for AFR to:

Cordon Rober~son

VANDEVENTER, BLACK, ~EREO!~H & MARTIN
500 World Trade Center
Norfolk, Virqinia 23510

and for Airplanes and Con~inental to:

James Reid, Vice Presiden~

CBN Continenl:al
CBN Center
Virginia Beach,- VA 23463

Disputes arisinq under this contrac~ shall be decided
according to the laws of the State of Virginia.

Th~~__ '!Tit:.iJlq _em.bod_ies the entire --a~ement--o-t---~-~ieson-
utter. ~ f"t,jIZV ·
Given under our hand ~~is ~ ~Y of ~S I 1989.

AMERICANS FOR ROBERTSON, INC•

3 ---
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CBN CCNTINE!NTAL
Continental lro'OCUIl"; Network. IftC. CBN Center Vttgtn.. aeaeft. VI'gtn.a 23.a fac.} 42.....rrrr

March 16 t 1988

Marc Nuttle
Americans For Robereson
2133 Smith Ave.
Chesapeake, Va. 23320

Dear ~.arc.

It is the purpose of this letter to Tev1ev the basis on which the BAC-lll
va. operated in 1987.

~The -BAC-Ill ~v•• -to ~~b-.~ -.old~-~o -ti-ch&rcl~lrow~ of-Go-ldcM~-e-arl,~-1a--l9-al.-~the
terms under which AFI vas to lea.. the plane vere that all direct flllht
expenses plus $25.000.00 per ~Dch for fixed COS~E would b- pal. to Goldcor.

The 1987 fl1&bt plaD for All's use called for 40 hours pe~ woD~h or 480 hour.
per y.ar. whicb would have defrayed all opeTat1ua costs each .oath until the
sale was finali.ed.

Rowever. the ••le vaa DOC fluallze' in 1987 aud AFI flew au average of 16 hours
per .ou~b for a cocal of 196 actual hour. fOT 1987. Thtl 18 40.81 of plaDDa.
utllizatlon ¥bieb l ••ve. Contineaeal with a aubleaat1al -.aunt of 1987 expena••
noc billed.

Therefore. I have prepared an invoice for $260.352.32 for the 1987 costs not
previously billed.

When the 1987 operatic, budget va. ,repared, the projected use of 40 bours
per mouth waa the b.sls upou wbieh a billin. rate va••acabllshad that would
cover all coats uncil the expected sale of the IAC-lll vaa co.plated.

The total cost incurred by AIl for the BAC-lll is $40.000.00 less thao would
have been paid to Goldcor which reflects the eff1cient .anner in which the
plane haa been aa1DtaiDed and operated.

cc: Col. PatteraOD ~
C. Simp.OD

S1ncerely,

1'•. ,.,.' ..,.......~
'J.,~

l.vlD B. Staaey
Bu.lnea. MaD&ser
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The Audit staff was unable to review the Committee's system
of billing media personnel for air transporation costs and
related services because of the lack of adequate documentation.
The Co~~ittee provided copies of paid invoices related to
billings of media personnel, a passenger flight log covering
trips billed in whole or in part to the Committee for flights
between 9/16/86 and 3/9/88, and some workpapers which contained
the calculation of the amount charged media personnel for flights
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between 2/9/88 and 2/29/88. The Audit staff could not locate
invoice. apparently issued to media personnel for 32 flIght le9s
noted in the passenger 109. -In addition, based on a re9iewof
available Committee documentation, it appears that ~edia

personnel were billed at a rate equal to first class airfare plus
50 pereent.

Reeo~~endation 123

~he Audit staff :ecommends t~at wlthin 30 days of service of
this report, the Committee provide:

o the missina media invoices for :~e f~ight ~egs detailed
at Attachment f20.

o documentation which cetails a:l a~ou~~s ::11ed to media
personnel and relmbursements recelved: and

o documentation to demonstrate that its billing policy
(i.e., 150\ of first class) for media personnel conforms
to the re9ulations at 11 C.F.R. S 9034.6{b) and that
deductions from the amount of expenditures subject to
the overall limit of 11 C.F.R. S 9035.1(a) for media
reimbursements--i--ecefved- d-o---not --e-Xce-ed- --the--ac-t,iill cost
of transportation and services provided i~ accordance
with 11 C.P. R. 55 9034.6 (d) (1) and (2).

Additional recommendations may be made after review of the
requested information.
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23.1 An has shown FEe its media billlnqs file. Ant is

s~ill tryinq to locate the ai••in; media invoice. for ~h. f11qht

1895 detailed in Attachment No. 20 but to data has been unable to

do so. AFR believe. that media may not have been billed tor

\
\

these flights. Ba.ed on a review of media invoice. compared with

the flight log, AFR has discovered instance. where the media were

not billed tor fliqht legs.

23.2 An has supplied the Commission with its media

27
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23.3 AFR's initial policy vas to bill =edia personnel 100'

f1rs~ class airfare. Attachmen~ 2J.J to ~his response is a bill

for media trav.l showlnq t~e firs't: =lass billinq policy. ~1s

ra~e is apparently less ~han ~~. ra~e allowed by regulations. At

some point in ~l~., ~FR cnanqed i~s bill~~q policy when AFR began

to provide ground transpor-ea'ticn and ho'tel accommodations for

~ed.ia personnel, essen't.lally aCl::..nq as a t=avel agen-e. AFR is

attempt>.inq t.o con't.ac't. ::asl: employees t.: determlne exactly when

:he billinq policy chanqed and exacl:ly ~hat serVlces were

provided to media in the way of arranqlnq for hotel reservations

anc1- providinq- --qround -t.-rans-pona~ion -to campaiqn s~ops. At this

point, Mit believe. t..'lat the servic.. provided in obtaininc;

convenient hotel accommodations, qrouncl transponation for all

eampaiqn s~ops, and air travel cost mere than the amoun~ billed

to the media. AFR has provided to t.'1. CQmmiSS1Cn a detailea

..-.,

listinq of all invoices from CBN Continental showlnq comparable

first class airfare, nUJlLber of passenqars on the flight, and

total billed by CBN Continen~al. This list1nq shows either that

most media bills were below First Class airfare, ~na~ the bills

were within ten percent of First Class airfare, or that the total

cost for all leqs ot the fliqht trip exceeded the amoun~ billed

to the media. For example, ~h. September :S, 19S7 bill to NBC

News show. the follovinq:

a) flight trom Norfolk to Mancha.ter - charqe

28
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5176.00 - ac~ual rirs~ Class 5293.

b) f11qht from New Hampshire ~Q Pellston, ~%.~

charqe $384 - Actual Firs~ C:ass - $638.

c) Pellston to Orlando charge - 5591 .... Actual

F1rs~ Class $561 {within ~en ~ercen~).

The firs1: class air~ares come ::"01: ":.he :BN Cont',lnen-cal

printout 'Which has ceen provided -:= ~~e C:;:mllSSlcn. While t.~e

above fliqht occurred when AFR '.as cil::"nq l:nder a Firs'l: C:ass

airfare policy, fliqhts i~ February :988 snows ~~e same pa~tern.

Gary Wills of Ti~e, :nc. ~en~ en an eX'l:ended t=~p and ~as bil:ed

~e passenger ~~iqht :og sho~s ~e

Class $521

S1 * 142 on February 2, :'988.

~ock the followln9 trips:

1/28-/88- lii-ami to -- Brunswick, -GA., First--.-~ ... ,

1/29/88 Brunswick to Asheville, First

Class $441

1/29/88 Asheville to Kinston, ~.C., F1rs1:

Class $206

1/29/88 Klns~on, N.C., to Norfolk, First

Class S167

1/30/88 Norfolk to Grand Raplds, F1rs~

Class $452

1/30/88 Grana Rapids to Newport: Newe, Firs~

Class $452

1/30/88 Ne.-pon News to Washinqt:cn, D. C. ,

First Class $159

29
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The total cost of t~e.. flight 1eq8 tar exceed. the amount

billed. This vaa not an isolated ev.n~. On February 5, 1988,

AFR billed the Richmond Newa Leader $288 for ~11ghts taken by

Andy PetJcofsky. Mr. Petkofsky went: ~rom Omaha to Sioux City

($218) and from Sioux City to Des Moines ($255), aecordinq to the

flight loq.

For some peculiar =eason, the ~ashinq~on Post was

overbilled. Tem Reid t:-aveled f=cm Manches~er "::) Greer, South

Carolina (F1rs~ Class $432, charged 5398 in :/1/88 invoice);

Greer, S.C., to Orlando {F1rs~ C~ass S2J6, charged S312}i Orlando

~Q Miam1 (F1rs~ Class 5236, charqed 5258). While the allloun~

charqed. ($968) exceeded Firs\: C~ass _($904)-1 _the aIlount_vaa still

within FEC regulations.

The above examples are sample. taken frOB the media bil11nq:

t1le. APR did not receive a copy of the f11qht 10; until

Saturday, June 23 , 1990 and did not have time to perform a

cQmplete review of all media billings. However, ~h••• samples

shew that reqardle.s ot AFR policy, AFR media transportation

billinqs were a\: or below F1rs~ Class airfare in the fall of 1987

and in February and March of 1988.
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PURCHASE AGREEMENT

THIS PURCHASE AGREEMENT is made an~ entered into as of

the #' 7t:1 day of January, 1987, by and among AME1ICA..'tS FOR .

aOatRTSON, INC., a District. of Columbia corporat.ion (-Buyer-),

and G.B. COMPUTER SERVICES, INC., a Virginia Corporation

(·Seller- ) •

WIT N £ SSE S:

WHEREAS, Seller is the O\iner of an 13M System 38 com-

puter and related equipment a~d the leasehold i~terest in certain

premis•• at 2133 Smith Avenue in Ch~sapeake, Virginia; and

WHEREAS, Buyer desires to purchase ...!.ll of Seller's

right, title ~nd interest in and to Seller's computer and mailin~

equipment and the leased pr.mlses~; tCfoetber~ vith--cettaitr -rel~t-.d

contracts and agr....nts, and certain lists of contributo:s, sup­

porters and other entities, and certain other equipment, frae and

clear of any of Seller's liabilities or obligatio~s not expressly

assumed herein, as .ere fully described hereinafter.

NON, THEREFORE, in consideration of the mutual promises

herein contained and other good and valuable consideration, the

receipt and sufficiency of which-is her~by acknowledged, the par­

ties agree as follows:

.. 1 • Oef ini tior.s. As used here in, the following terms

ahall have the ••aning d.scribed below,
\
~

'\ a. .the term •Agreement- shall .ean this Purchas.
I , ... " /

AQr••ment b.t~~h the parties hereto dated January ~, 1987,,
1 -

- 1 -
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b. The term -Assets" shall mean collectively the

Computer System, Mailing Equipment, Lists, Seller' a leasehold·

interest in the Premises, the ISM Agreements and the Other Equip-

ment, each as hereinafter defi~ed;

c. The term • C105 ing· shall mean t~e purchase by

Buyer and sale by Seller of Seller's computer system, mailing

~quipment, leasehold estate, and related contract r:;hts, as more

specifically descri~ed i~ paragra?h : hereof. 7~e Closin9 shall

take place at the offices of counsel ~or Buyer, Clark , Stant,

P.c., 900 Sovran Bank Building, One.. Columbus Center, Vir;i:'lia

Beach, Virginia 23462, on the Closing Oate~

d. ~he ter= ·Closing Date- shall mean t~e date on

---which the Closing shall take place, which date shall be~Hat&(;, /
I ~

at i: 30'.). .m., or at such other date and time as the parties
I

hereto may mutually agree:

e. The tera ·Computer Syste~· shall mean the !3~

System 38 computer and all related equii)oent, modi!icatio~s,

additions and accessories thereto owned by Saller:

f. The ter:m ,·Mailing Equipment- shall mean t:-.e

equipment used for sorting, folding, insertinQ, affixing postage

and other related mail handling equipment and apparatus owned by

the Seller.

9. The ter= ·!BM Aoreements· shall mean the com-

posita IBM Ha~nt.nanc. Aqreement and Agreement for IBH Licensed

Programs dated October 25, 1985 (Agreement No. G3A0169) between

-2-
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Seller and International Business Machines Corporation;

h. The term -Leasehold Estate- shall mean Sellerls

right, title and interest in and to the Premises pursuant to the

Lease, as hereinafter definea: .

i. The term -Lists· shall mean any mailing lists,

lists of contributors, supporters or other persons or lists of

any other persons or entities used for mailing, fund raising, or

any other purposes owned by t~e Seller.

j. ~he term ·Cthe~ E~ui~cent· shall mean the item

of equipment more particularly' descri~ed on Exhibi t A attached

he~eto and made a part hereof.

k. The term -Premises· shall mean the leased pre­

.- -mi-s-es loea-ted at 2133 Smi,th Avenue',' Ches-ap-eake-,"-Virqitrla- 2'J-320.

2. Purchase and Sale. Subject to the representations,

warranties and agreements of Seller and the terms and conditions

herein stated, Seller shall sell, assign, transfer and convey to

Buyer on the Closing Date all the Assets, free and clear of all

liens, encumbrances, clouds, claims, charoes, equities and per­

fections of any nature (except liens and encumbrarees expresssly

assumed by Buyer as provided herein), as follows:

a. The Computer System and Mailing Equipment,

together with all modifications, additions and accessories there-

to:

b. The lease for the premis•• , a copy of which is

attached hereto as Exhibit S, and made a part hereof (-Lease a ):

-3-
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c • A11 of Selle r' s r i9h t , t i tole and 1nterestin

and to its equipment leases, the Other Equipment, equipment.

varranties, licenses (including, without limi tation, the Lists

and the IBM Agreements), listed on Exhibit C, attached hereto and

made a part hereof.

3. Purc~ase Price.

a. The a99rega te purchase p:"ice for the Assets

(the ·Purchase P~iee·) shall be

Purchase ?::ice shall be paid i:1 cash a: C:OS1:1; by either ( : ,
\ .. I

c

certified check or, {iil at Buyer's election, by Buyer's assum~

tion of Seller's obli;ations under the Lease, the ISM Agreements

and the indebtedness to Sovran Bank, M.A. as of the Closing Date

pU'r$uant- to- that.--eer-t-ain--secured -equipment fi.,\Ancing,_ mor_epar­

ticularly desc~i~ed in Sovran Bank, N.A.'s commitment letter to

Seller dated October 3, 1985 (·Sovran Loan-), and the release by

Sovran Bank, N.A. of Seller from all obligations under the Sovran

Loan. Copies of said commitment letter and the loan documents

pursuant thereto are attached hereto as Exhibit D and made a part

hereof.

Seller vill pay all sales, transfer. and documentary

taxes, if any, payable in connection wi~h the sales, transfers,

and deliveries to be made to Buyer hereunder.

4. Representations and Warranties of Seller. Seller

r makes the fol~o"ing representations,. warranties, and covenant.s

and enters into the followinO agreements, each of which are true
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as of the date hereof and will be as true as of the Closing, and

all of which shall survive the Closing, and any inv•• tigation

made at any time by Buyer, and each of which is acknowledged by

Seller to be material to and relied upon by Buyer:

a. Seller is a corporation duly organized and

validly existing under the laws of the Cc~rnonwealth of Virginia

and i ~ oood standi ng unde r the laws of the Com.-nonweal th of

Vir;inia, and all other states in which i~ t~ansacts business and

is required to re;ister, wit~ t~e ?owe~ a~d a~tho=ity (corporate

or other) to own its properties and :arry on its business as it

is now bein; conduc~ed, a~d t~ ente~ i~to and carry out the terms

of this Agreement;

b. The- execution_ and delivery _of--this Agreement

and the sale c~nte'Oplated hereby have been duly authorized by

Seller's Board of Directors, and prior to Closing Seller will

deliver·to Buyer certified copies of the minute. of the meetings
i

of its Board of Directors at which such authority vas granted,

c. There has not. been any <1.uge, destruction or

loss, whether or not covered by insurance, materially and adver-

sely affecting the Assets;

~. After Closin;, Buyer will be entitled to occupy

and use the Premises to the same extent as Seller presently occu­

pies and uses the Premises;

4l. Seller haa ;ood and marketable title to the

Assets, subject to no mortgage, pledge, lien, conditional sales

-5-
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agreement, encumbrance, security interest, charge, or claim

(other than seller's obliQations under the Sovran Loan, the Lease

and the IBM A;reements, to be assumed by Buyer hereunder), and

Buyer vill obtain good and marketable title thereto when they are

assigned and conveyed to it pu:suant to this A;reement, f~ee and

clear of any ~ort;ages, ~~ec;es, liens, =~nc:~:cnal sales

contracts, encumbra~ces, secu:i~y i~terest, or ~~a:;es and claims

(other than the Sovran Lean). ~~e Sovran Loan, ~~e tease and the

laM Agreements a=e assumable a~c/o: assignable, :es~ectively, as

provided herein, and no consent of the other parties ther~o is
./

requ i=ed, except as i:ldica ted en £xhibi ts A, S, C and D. All

required consents have been obtained by Seller, or will be

obtained at least one day prior to -Closing- or- sucn-o:?\.~---date as

mutually agreed upon by the parties:

f. There is no litigat.ion or proceeding pending

against or relating to Seller or the Assets, nor does Seller know

or have reasonable grounds to know of any basis !or any

threatened action, or of any oovern=ental investigation relative

to Seller or the Assets:

Q. Seller is not in default under the Sovran Loan,

the Lease or the IBM A~reements and Seller will make a good faith

effort to obtain any requisite consent to the t~ansfer of the IBM

AQreementsi

~. Neither the execution and delivery of this

Agreement nor the consummation of the transactions contemplated

-6-



-" ~ '<-~;-';-'~;':"~:~-~~c~·~.nl'eANs rOI(-'ItO.nt-soN~;~~~=t.~-'>-_~.-
l'-lMA.L AUDIT REPORT . --

---'AttICh••nt -'12
Page 'of 76

hereby vill violate any provision of the charter or 8ylav5 of

Seller, or any mort;age, agreem.ent, order, judgment, decree or

contract to which Seller is a party or by which it is bound,

i. Seller will execute any and all additional

documents of transfer or assign~ent to s?eci~ic asse~s to be con-

veyed hereunder u?on t~e request of Buyer at any ti~e either at

or after the Closing:

j. No infot"':1Aticn necessary t~ cake any of t::e

::epresentations and warran~ies herein contained not misleading

has been withhelc £=0=, or has not-~een cisclcsed to; Buyer.

s. ~e~resentatio~s and ~arranties c~ Buver.

c· a -. -----lJuy.-r--is- -a ---co-r';)or-atioft --duly --oJ:qa-nized 1--- validly

existing and in good standing under the laws of the District of

Columbia, is qualified to ~o business in the Commonwealth of

Virginia and has full power and authority to carry on its busi-

ness, enter into this Agreement, and to consummate the transae-

tions contemplated herein.

b. Prior to the Closing Date, the Board of Direc­

tors of Buyer.and any other entity whose consent is required vill

have ~uly authorized or ratified the execution and delivery of

this Agreement, the purchase and sale of the Assets and consum­

mation of the transactIons contemplated herein •

. c. Neither the execution and delivery of t.his

~ Agreement nor the consummation of transactions contemplated

hereby vill violate any provision of the charter or bylaws, aa

-7-
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applicable, of Buyer or anr ~~rt;age, agreement or contract to

which Buyer is a party or by which it is bound.

6. Conci t ions to Clos inc. All obli;Ations of Buyer

under this Agreement are sUbject to the fulfillment prior to or

at Closing of each of the following condi:ions:

a. :'~e re?resentations a:'\d warrant.ies of Seller

contained i~ this Agreement sh~ll be t=~e at t~e ti~e of Closin;

as 't~tough such representations anc -arranties were made at such

time, and Seller shall ;=ovice a ce~~:!i:a~e t~ t~at e:fect:

b. Seller shall have performed and complied with

all a;reement.s and conei t.icns requi:'4!d =y t~is A;ree:ent to be

perfo~ed or c~~plied with by it prior to or at the Closing:

c. --Seller sha-ll- havedeli,,·.re4-to-Buyer- an-opinion

of its counsel, dated the Closing Date, aceepta~le to Buyer,

regart!ing corporate status of Seller, and its ability to enter

into and perform the transactions eonte2plated herein:

d. Seller shall execute and deliver aill(s) of

Sale, and Assignment(s) in form and substance satisfactory to

Buyer, conveying the Assets to Buyer:

e. The Lease and IBK Agreements will be valid,

subsisting and enforceable accorcino to their terms. Seller

shall have timely and fully performed and satisfied all of its

obligations and liabilities (contlnoent or otherwise) under the

: Lease and the .. IBM Agreements and shall have paid all rent,

security deposits, license fees and maintenance fees due before

-8-



Closin; Date. Selle. shall obtain and furnish aUt~r at Closing

with • written estoppel certificate in form arid content reaso­

nably satisfactory to Buyer's co\,u:\sel, dated as of the ClosinQ

Date from the l ••sor of the Pre.i.es:

f. All required consents for Buyer's assumption of

the outstanding indebtedness under ~he Sovran L~an and the

Seller's assignment of the Lease and 13M Agreements shall have

been obtained.

..
I • :~demnitv bv Sell~~. Seller a;rees t:) indemni:y

r;" -

Buyer (including its directors, officers and shareholders) and
-hold it ha~less f=om all damages, losses and expenses incurred

by Buyer including reasonable attorneys' fees actually incurred

and --based -upon-or- ar-i-si-nq- --out -0£:-

a. any o~ligations, debts or liabilities of Seller

not explicitly assuaed by Buyer hereunder;

b. Any breach or warranty or inaccurate or erro­

neous representation of Seller cont.ained in this Agreement, in

any exhibits attached hereto or in any instrument of transfer or

other document delivered pursuant h.re~o.

8. Aoreements of Buver. Buyer a9r••s to assume at the

Closino by such appropriate agr••ments and instruments as may

reasonably be requested by counsel for Seller and then or

thereafter payor otherwise satisfy and dlschar;e, and hold

Seller, ita d!rectors, officers and Shareholder, harmless vi th

respect to, the following, to the extent that any such obli;a-

•

-9-
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tions or liabilities accrue on or after the Closing:

a. All obligations of Seller arising out of

the Lease and the IBM A~re.ments from and after the ClosinQ: and

b. ':'~. outstanding indebtedness of Seller under

the Sovran Loan, in the event t~at Purchase P=ice is net paid by

certified check at Closing.

9. Ad icst:nents as o~ -:.~e C:os in=. -':'~e part ies agree

to prorate as c! t~e Closin; a~d ~~i~bu~se each ether as

appropriate within thirt,1 (30) cays following the Closin; with

respect to the following items:

a. Rent payable under the Lease and monthly fees

and charges under t~e 13~ A;reementsi

b. Interest payable under the Sovran Loan:

c. All ad valorem taxes on t~e Assets, if any,

sball be adjusted on the basis of the fiscal year for which

assessed. If the Closing shall occur before the tax rate is

fixed, the apportionment of taxes shall be upon the basis of the

tax rate for the im=ediately preceding year applied to the latest

assessed valuation, and adjusted between the parties u?Oft receipt
I

of tax bills.

10. Seller's Conditions to Closino. The obligations of

Seller to consummate the transactions hereby contemplated shall

be subject to the fulfillment on or prior to the ClosinQ Date of

, the following c;ondi tiona:

a. Buyer's representations and warranties eon-

-10-
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tained in this Agree••»: shall be true at the time of Closino as

though such representations and warranties were made at such .

time;

b. Buyer shall hAve performed and complied with

all agreements' and conditions required by t~is Agreement to be

perfomed or complied with by it prior t~ cr a:. t~e Closing,

including without limitation t~e assumption 0: the i:'idebtedness.
under the Sovran Loan:

c. Buyer' shall have delivered t~ Seller an opinion

_of 1ts counsel, dated the Cics ing Date, acce;>table to Seller,
-

regar=inQ the c~r~orate s:atus of Buyer and i~s abili~y to enter

into and per~o~ the t:ansactions contemplated herein;

, d. ~~~No ~ae~i~on~~-or~-pt'~e-••cil'lO--- tf.fOrtf a ---c-ourt- -or- any

other governmental aQency or body shall have been instituted or

threatened to restrain or prohibi t the purchase of the Assets

contemplated hereby.

e. Seller shall have received either (i) the duly

cancelled note evidencing the Sovran' Loan, together with duly

executed releases of the liens and ••curi ty interests securing

the same, if the Purchase Price is paid by certified check, or

(ii) a release, duly executed by Sovran Bank, N.A., releasinQ

Seller from all liability and obligations under the Sovran Loan

if the purchase Price is paid as set forth in para9raph )(a)(ii)

, hereof.

11. In~ert\nitv bv Buyer.

-11-
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Seller and hold it harmless from all damages, losses and expenses

incurred by it including reasonable attorney's fees actually .

incurred, and based upon or arising out of:

a. any obligations, debts or liabilities of Seller

expressly assumed by Buyer hereunder;

b. any breach of warranty or :. ~accurate or erro-

neous representation of Buyer contained in t~is Agreement or in

any instrument of transfer O~ cthe: cocu~ent celivered pu=suant

he:-eto.

12. Rioht to Ins:)ection. Buyer ~hall at all times

during reasona~le business hours have the right t~ enter upon the

Premises f~r the pur~ose of ~akin~ such inspections of the

Assets, and the Premises.

13. Not-iees. All notiees which may be required or

given hereunder ShAll be in writing addressed to the respective

addresses of the parties hereto as shown .below, posted in the

O.S. mail by certified or reg istered mail, or hand de livered.

Such notices shall be deemed given when received by the address

thereof.

As to Seller:

As to Buyer:

With a copy to:

G. B. Computer Services, Inc.
P.O. Box 2442
Chesapeake, Virginia 23320

Americans for Robertson, Inc.
P.O. Box 1988
Chesapeake, Virginia 23320

Theftas R. Frantz, Esquire
Clark' Stant, p.e.
900 Sovran Bank Buildin;
One Columbus Center _
Vlr;inia Beach, Vir;!n!. 23462

-12-
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14. Bindina Effect. All the terms of this Aoreement

shall be binding upon and inure to the benefit of, and be enfor-

ceable by, the respective legal representatives of and the suc~

cessors and assigns of Seller and Buyer.

15. Prior Aoreements. This A;reement supersedes all.

prior arrangements, understandi:l;s, :etters of i~tent, conver-

sations and negotiations between t~e parties hereto with respect

to the sUbject matter of t~is Ag~eement and shall, t~gether with

any other agreement executed between the parties contemporan-

eously herewith, constitute the entire agreement between the par-

ties with res~ec: to-the mat~e~s mentioned herein.

16. Gove~nino Law. This Agreement shall be i:'lter-

preted,' const:1led and enforced in 'accordance wit-Ii the laW's -cfthe

Commonwealth of Virginia.

17. Waiver of Default. Any waiver by either party

hereto of a breach of any provision or covenant in this Agreement

shall not operate as or be construed as a waiver of any sub-

sequent breach or of any ri9ht~ the said party may otherwise

have.

18. ~~end~ent. Neither this A~ree~ent nor any term C~

provision hereof ~ay be changed, waived, discharged, or ter-­

minated orally, or in any ~anner other than by an instrument i~

writing signed by the party against which the enforcement of the

~ chanQ., waiver,. discharge or termination is sought.

19. Readinas. The headings used in this A~reem.nt are

-13-



used for convenienc~ vnly and do not constitute sUbstantive

satt.er to be considered in construing the- terms of this

Agreement.

20. Survivorshio.- The re~resentations, warranties,

terms, conditions and provisions of this Agreement shall survive

the Closing and the execution and deliver-; of any document

required or pe~ittec hereunder.

IN WITNESS \iHER£OF, the unde rs igned have caused this

Agreement to be cc.ly execu :.ed and ce:!. i e:erec ~y t~em on t~e ir

behalf as of the day and year hereinabove first set forth.

c

SE:'::'ER:

BUY~R: AMERICANS FOR ROB£R~SON, INC.

By ~04-
Its I ~.--

-14-
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':;:,c':'tbJtROaaR'tSON /-:' tNC •
'tiRtu. :AUbI T -.£P01\T

COMMONWEALTH OF VIRGINIA
CITY OF ~<t4 '< ... eu , to-vitI;

COMMO~wEALTH or VIRGINIA
CITY OF (~< <6 ".4~ to-wit:

",

T~e f~regoin; P~r:hase A;=ee~en~ was
:ne by ~4<xa"'C?Q, ?;;~/f J as .. Z'f-2«A<:t.l
Robertson, Inc., "tIns~ cay 0: >(oOC1~

acknowledged before
of Alleriean for

, 1987.

abh
36061/001
pa.afr.c

Notary PubllC

My C~~ission £x~ires:

-15-
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14 Computer tables
C~uter file cabtnets

l A jf~ w Desks ~Jrtff ' 1 J Credenzas
, ~~ Miscellaneous ch irs
rl-fl' 3 Tables

2 Storace cabinets
1 Bunn packing tying machine
1 6-tray inserter and Pitney Bowes postage meter
1 Standard register burster
1 O&M folder
1 Pitney Bowes spring scale
1 Pitney Bowes manual postage meter
1 Pitney Bowes electronic scale
1 Power postage meter with power stacker {PB}

Assorted tables. chairs, cabinets
Hand truck
Pallet truck

3 letter openers (l for parts only)
1 Shredder

·---Att.th.tilit~,,~t-12
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O\est;>--ake. Vi:-t::.ia
~~-M TO l.'5A.S.: IaUld
A:..1r--:.s-: 30. 19!5

..-

".

~ le:t..C" ,,~"se:ve··u"an·-a4de""~-'tO--the.l.Je._~~ed ~ SO, 1915.,
bet."Wetn LCUIS c. G:tD:AD. tIl-.. VIJGY E~7r CCN?ANr (tessor1·a=.t-';-"~-~
S::'lVIC::, IN:. (Lessee). ~.f)-=C~ fcn~ c=Cie:i=s .p-eea ':D "y all
pa.-ties i.~vec!..' '..

. 31.0 PA:RI!..'C. Lessee vll1 be~ fi!-..ec (lsi~ spac.es for use
e::~1 ~e u:= 0: lAue. a:= aD a44iticnaJ. t.e (10) paume s;a:.es m the nar---''"---= "the ~c:"-E; s=:h pa.-kq spa:.es ..ill 'be' &l1o:aUJ4 u. the las.. bu': DDt.

.6esi;:-..a-:eC..

32.0 J.~~'::'~. :'tSsee is ftS;x=s~le fer all jc.ite:i.&1 fer t..'ut nfe:ace4
Sl.:iu. · .
~3. 0 r~"!'\~ ~,:s. CcIl!i.ucme4 i:;x=a ~e Lessee beinl ill f\:ll .IDC ca:.pleu t
ca::;:lia..~e ~ t.~e pe::~. of all of the ~e:::s m! CCD!it1=s of ~J.s'~"t; - •

• Lessee is he~ ~t.ed t-"le riJbt. u> 'tWO (2) et::'.seQtt.1ve one (1) year~
"tC TC'1ew t.~ lease as follC7a'S: To exerCse the fi:-st year opt1=. 'thich C"""-.S

. Se'!>':.~e:" 1. 1988, s'::je:t 'to Lessee In'"O\1.di.~ ce:t.:!ied ~cn.nc =-..1:e 'to Lessor
ni."\e-:y (90) tzys p:-icr 'to Aulust n. 1988; ~~ se=nd op--...i= year shall CC:lIE1uce
cc Se':'tce:- 1. 19!i. S".:!>je:t 'to Lessee 'F'O\i.~ ee:-..ified Wrin=. n~.ice U)

less:r r.i.~e':Y (PO) days prior U) Aur.:st 31, 19S9. tu:i.~ each of t..~e ane year
n:u::-.-al pe~i.o!st all te:=s L~ ~-:.i=s o! ~'1e Leut Gate! Au~JSt 3D, aas
a.nd s-~ j I'Ct to the ten:.s sutee .m Parar:"lj)h ~.0 {R:&::' At.T~71 •

. ~
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Pantnp.~ • [~,,!).-.

t?cn 'Y~ :-e\''ie-." YC'.1 J.':"e ~Jes':eG "to se:u..-e the sp?~:i..ate co~rat.e

sii:".a-::.=e(s) ~ ti'.is add~=':: le':te:- a..~ lease, :illi:~ ::: ':..~e pa~(ie.sr
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-no...'SA.~ Q~ H'.l~::~ ";::;"7'1 E~~~ ro:..:.J....~ ~~ £1/100 (S2,1:S.(:') caie payable
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If\( tOhtl"" 'TIt 'I'f' '01''\'1 CUu'f'" IOU It\; al! hn1litl OO"tlf~ .hlt" t!\t~ SlUll ;.J'''' a>t'a'tllt'I; It 11\f uu 11\0 O::l.l;lf'l:. O""~ Ot"IlUC OftfftlUS. It\lU
:O"I.IU'" tlJlytr, 01 tnt "01'\1 O' '<Jblo;.t,on a;,U\l11..InO! ar'.le LCUct "t~ttr,. 1n.1" nt'" lorn,,.,£tf'lOfl ,,,wncr,. an: IntOfU

'\C Ilt1(1 he IlO~ aevt""StrnrnHH ftGh:l J!\IH bot tnS:'''M~ OIt1"lld O' ,'hue t~LUUf 0'1 ,ny 01" C' "'f M~tOt 0' ''''\,et e' i!'it '\11'0,"'; tlttD1 Oft,,,,
tnlf"ll"'t:r It tl'\t l)'l'·'\ISU tl'\e \Ue" COO' 'IQf\1 S"-a!: be SIJ:f\J.l}t t~'c' 11'\: Stvlt IS I.. tHO' snlil a::nowt l.tUO' Sr'lJil OHlcr~a W"e \'\11' at ~~tt'l erOf .... ""
r.11Ul: bt cone I' 1T1t uprnn 01 uut:'( UUG! ~l 1110- 0!Ou1\O HoO' t!!\Ina 'I;n~ or. tl"lt UltftOt 0' tn.r ~1!Cltl" s .. :),t;: \0 i..tuo· , 'DPf'~.l

" St:Ul~ ct'tSrT 'T~t ltSSft t~--v'Tt",ty tr11!" ~ Utt1JltOt'l o· t'll! lnn 1\1\ c«~elf't: ttlt ~U~ c·S ....2_"'.;;;I.;...t-..;(.."'_' _

1M ft:tt:: l>tI1'l; M·t~' a:UIOWlce;t: ... ~tC~ 'U1'!'" ,nail ~f 'C\'lnte ~,,'''n~Utr1t1t':W1\VtOf4"t c.,v""tN ~'f tflr ~tsStt O' t/''l"! 'tf\' t'ltfttfllQfftC \0 M
PIIG In:: tC! tt'lt 'aM'''",: ~t-'o'"",an:t 01 t~ ~tT\Jf'\U 01 nHS ltut hill La~SI\ IS It ~ "ftC Dr tnt i..tno· OIl'ln: tf'lt It'", "t'to' ~r .... 1::.OU1\\ uoa1'It
1rc~ ltU:- s tu":~ J"= snal11"!~: DU1U: ~r Uno! uu:: lC"M olrooSt nt'f,n.-Sll:t: 'l"iTUa~U'\t fla c' CUHI'.... Dt':f~: O't' ."\nu~ snll! Dt IOGtC 10
a~ ~ :ruu: tr t"t U~f l'T'.JMt' n tl"tf ort;r1'IJ'St:vm"Ot'CSI~ n.; anvlIl'nt tl'lt .. tUft Sr-~:: ~ 11'\ CUJOJi~ ,:,: an,. C: ;l"If :'C"rIO"$ e·l"'~!.ltnt t"helor
r.nal: h3\'t mt f';~' tt un u.: :a~:~:i. e' sc ft\t,J::r. l!'lt'tO' IS n\'" Oc M:!U':. 11\ ~h'!'nt"'! C' Inv ft"· If' :!"lJf: IS a':'tu:: .r.: ·C! 11" OIYt!\tnt O~ I"Y
tl~~ ,n:uHt: cy t1"\t ... tHO· tl'\ 1"= ltO.::tf'lt :VTIl''l; C' J~'" Ot:'l.lH Ov 11': .. U\tl 11\: tTl!': UVT":\f"\' C' J""\ C'~a4;r I~:.,;·rt: :" T!if :.tBO· ttY f"tU01\oi
IIJ:n e!~I"il~ o~ ~l'\t .. t! ~tt C· &' :nt ~tnc' S e:~,e~ '1'\f same fr..h :>t fl:~lnt: 1),' '!"It .. tHe-' 11'\ II:I.FC.: :C,",:4 :J"", c' tnt el""'\l;n s .. ·~t·t= OV tl'll lenOr tty
fU'O'"' 0: me ee~~~': C' t~! ltSSU It" t\,,;uy!r.ltr,J' u'e Ct::ilat'.ll: t'l0: %>1 "hhn: lC~ '~ySLl:r. ;ll,;'POit tl'ltl"ls.;:r Ot :=~:: 1:-..1: ~! rt~o,;fl"l(e to tJ\t LU.Stt
1\OUI\&: mar. 11:1t) &&:I Cayi 1:\(r ttmu~~r O~ ~ IUU 'w f t'Cmtf\1. •

12- lrri1L":n:n: Of n:"!S!1
(") 11 tft! ttaSlC OfC'!USU ,flUr.;atlye~¥t: tyt1t''t Of e'~" US\I1ntn tc~~t"tlenD' It'1: luSt! Sl".J:ll"•• W1 tftt o:a:no· ttr'!'lt~lhn;nilS lUll If

• tty feftf 'Ilia , tftffcct v::n OtVln; _nne:'! Mttte I~ I~' t,mt w,tftff\ uU"'ty (JO, caY'S tre~ l1'tt Gltt 0114::J'l oun~:hor.. ,n:., n tnt ..UU De se .,ftU!\I\t.:..'U
11m SNtI tun as C' t~! tltt 0' ,u:~ O!S\rv:\_or, ,"J: Iny ercOl" rtft1 ShI': Dt rt1Ul'\OtC

111 ft svtt\ tUnc ~trfftlsnIfC o;'Wu, brr.a~C fI)' tUt" otPltt ClJuany. If tGt,tty OUtfo,fl tftt't'y afte nclfflt, ~"'V tfC:t1 tc tt!1N1\lU tftfSLUlt
~t'l'tt~roVtS~C!.P.J.I.:~:~ll\ IC,yt '-(:1 Otto- 1hCflt!'t ~tU~f l;t1ts .~ ltno' SIOtt m~lflIet1~ftSt.'C'Ull'ttt"tt Itlle: Ottft'ultSlIll••
ant.vabtyl&eS:Jft~hrSJ1'I'\1114'tCNtam.meclltttYDnor'CIv:natSuV~'Ul):n.f-C.tMOt.~'ftS1Oflt~1I'.J.tk~f'"..:t.:..r.I'\"'I'USOnabtt'__ 'nc
"fft#tllt: W'U\O.."t ~t;ayorfttt"" o~ tJ'tt Lessor In: m Il'\y t¥tftl snan De I::OtnohSftt: w.tI\U\ 0'" ft\JftOrt: !ey rJO, cayS troe tftt OJtt It _tart it t1ftif
osaatty. In.~ aSl .U fIrm "tG 11\ aMra snat: ~ D'o~cnlOnt' as 01 tt'tt ....It 01Clt':".lOt 0' tutrv:1Jf>f. In: III ft!'l': t"t"U1tt~ '::rumc st\Ilt lie
Ic;ma~ry,fte O"C~cn~f'lI\tty IUSDttete nc IONSltCa=~m;10" aa'lfft IftC P\lM c~ \'" omruaaon If A_ft. "110m;~t\_Of~•

. rt'~rJ"O'ft Of reDan. tCt:: '~.J~mtnt tnt!: tat ItSl11J:1lOft Of "rr.a;e IS 10 ClttftStYt as \t m.llt t\ Uft!USlM lOf'_ :"tntt to :0'\0v:: l..tsstt·S l\l.IIftUS
or. 1ftt klse: Oftft'uItS. 1nC rtrr. WI. Dc COm:flttty .~tt: Uf'th! trl! telst: O-t~tSts I!'t ftltO'.: tv me Lusor O' Vftttt t1'tt ltSst! ftsUft'tft 1St Incs
O::nln:y o~ t1'tt !tastC tmffttSC W'ftJ:aIytt Plltrrst O=ut~1MLUUf SMIa., te .....10: atty IJ'&:OftweftleftCt Of Ift"n.~ft.! ~StftUS.t W LISltt
C::aStQftf: t)' tin O~ ot1'tf' CluaJty.

-- - .f:\ I'! lftt us.sDHJ~t~"~u10 ruterl. rt.::~04'''"IfU'lt Il"IftllSU. awe IV:I\ rut.TlhOt\. tt~,Jit!rn;~rt~1! is ftCt I:: cr'!'::?"S~~ """\1"" 0'" twftefcd
ffft,~l'lys .•n: Sl;~ t'UtI" COtS ftO\rtSUr.trcft'l tla.."SU tttnn: lfttCOf\tfOt otLwc:,. U~tlUf.tt,r.aUt.:I"_ 'tOnt \Oltnftlftl\t I'UJ LUU-,wnna"
ftOlIa. _ltSS~fWlttun UUt"lr G:i Gays IfttllUlt1tJOn 01 salO.,~ tift, (1!.i..." ..noc.
~. I!lvt:tl ltu:·wIUtU1"l\ts~,. • t. . _ , t t _ ••2 f' u ' U'DllI~1t tit:Uttny.ft1)1U)tlCltd

SO...11 t\0U!S ft' Diy tt· 1:.-'4't1oc:.ltnr.,U tVf'f\ts:,.. u=cr. tnt toft\rMft;tft')fN~ tf\' 1tTr.: ftttt~. ''t:!n: ~ft.~ OUt:ts '" tnt -,'"m; hl\VfU N\lhe: D,
r. 1ft~I ....,,: '-tmtSU, I"\( tftt'tltlt~.t\ltett:\n:n) .ec~'OU~t:SC....:l&O\J!l M~ "'I It- SCuat, ,o=~ ~tUC' .,tl hJ1"ftIS'... nof'\ t"t tOlftfMftt'ltftttr. 01
tt\t 1t-r\" "'f1C~. tIl::": b;~~ IW'~10ft!'tt tlp1'\lt'\; htlV'U ""\lit,: or ft '" tftt .ust: o:tftUSU. lilt t"t"'n~\t~t~y ftt:un' , fc:ua:tl'fttm It IUC" OtItDS
s!'\.1: Of r.",J:! ~) t~: I~ tnt U~"Ut 01 LWet Unit '!\It: actUSt Ifty fftttftOG 11 fttlllf\C or toOIt~ ttlt ",,",I: Oftft'USlS It~' than. tftl\ "0""'0 tv
LtSso~. LUSC! ftSf~ tftt u;r.: Ie tfttt!"I'V:: Cl1"".I'i or ,us,,~ Iftt It"Yt:tS 'eCVt!t: 1: k '&r."'fttS"'tt IIftOt' tflU Mfa;r.,,. Wf\tn _ ftC:Ulfty or
.OytSl~drt)· tntrt''''-' .'tIU Oy 'US01' o~ 'C:.ttk, .tMrttn..-,.lMtftlftClt trua=owr.. ,.. ftOVt'tfftllU o~ 1",".utI\Otlly I\Iw"'; JIl'ISOClJOr.. l':ltf IftY
cu,.· Q1:11 O'!YO~ tnt eO~~fO' o~ llue: .. 1M t"ltn! 01 m\tft~uef\ Of 11.'SDtl'lSJOn 0111''( ,~r. ,tfYCU LiSlOf $J\l11 at lut o.U9tfttt to flS\Oft lUCIa
1t'YJ:U ..:1!'1 'UlOr,I~lt DtS:.a~... O\r. ~.ali run "" Ifty I.U1MnstOtI o~.~ lU:f\ 'I~f:tVfttUl Su:f\ Iftttl'f",ttOn Of ""Ot!'\Slon 11 Out to Lwot',..,.
wltn,,' a: aftt ftt '~I\tmln~or rem wI: M IIaOwtO LUlU U I rt.sUtt 1tWIII:" act ,,,,'I tl'uI lUll Ir I'" 01 '-USOf , IOllf'IJOl\S Dc In Ifty way af1tCSd
Il'\IfUy.

'Y. ~'Ttumn· LtUtt Co.."'ms 't\I~ tt';\1 ftC~ _, it In, ,nlra"."s. ,",\.0"'0' I1t\O'OWffttftU \0 1ft( tUste Oft_StS w1tf\oan Leuot'S ,nOf wri'nttl
C~!\~ In: II; S;';:~ .ttcrIUDl"'"s ICOI\lOIU IPC tm"D¥tmfftU 1f\l1I Ot:01"ftlt 1M Oft~ny O' '''' LtUC' a"'C S!\It '" ,ur"nctfC~ atDf\; WIt" tM tunl
OrtftUlU a: tnt UOH'lhon or Ufllt! 1I!fttU1_" tft&S L.u.$&. Or,~Mua 11 Lwc:.lasum~ rtmo" $I" .fttrlUOI"..... a:ontOru 'f ~f'ft_ftII
a~ 1t~1! ."y Inc III aant.apu. .

'5 us:se'", It;rTt tfS'~ II: o:sr....y: ,~ ~mo' L'\Itt 1\aW'l1lc "V"~" ruSO~blf tffPlt'S evnn; the ,,",,01!filS Lust 'Offfttft"t teart otIfftdU
'o~ft\t ~f~~U 0' tUfl'u"tnQ 0' 1I\S":,\tf~;\.1_ 1f'C D' tnaun, 'uCfl ""U'I·,ftCflUOnJ lht't1f'.1S ,ftt ..WO! '!\I\l,~""I'Iitt.USl f , l"llUSOr Sf\lh •••
1\1". tftt rt;nltOtf\tt"tftt ...,,~ otttnlMllal.i~fl0\Jf5 ,orlht ,,""St OIO~Ollyu~lrIaC ''''''lIUUl ,rolDt:1twt "!\1ft" .,'"'''tunetyClOl'''''
pr,o~ 1C V\t tlrrnlfil laon ,! D\LI L.u.J&.

'1 tC.'f.'l~ID' n IUftn; trw 'trftl tr' illS Lull If I"Y 't,,",l~ """IO~ ~wtlo.t 0' tttt ~lSf! ~'T1"'r'tl t·~ ""'10r. ~'tD' as .m Nkl"'t
IUne O'ftr\ISU Uf\l:SI:ltf 'o-tr\r o","!"pon IIE.J.ut tt ttf\Otfftftt: OV )~ht lU1'f\crny to: )Ubl.rU'St. tM· Ifltrtftt f ,-ttl:, tftt ttfft\ ""flO)' "'''lee '1\111 cu.st
IJ"le CDf'Plt tt .n tn: IS 0' tht elY tM IW't'" lUi ottuf'\ Uoo!" 1.4rt.ft .~"fft~ U\t "1\' S!\I;: 1M P'C,C!'\iOf'llC: as O! llrltfl 0111 Inc .~V P'tWIC '11'1' 1'\111 It
f't1Vf'MC Ie t1\f i.,un , rtt lnlO' 11\11: ~ "IIttte tt 'PIt Ift\rft ,_,fe '0' ,utPl "'In; tlctO~ to' ''''- 111\11\0" t.Ylt'I\ I' \IW lustt 'Of IftIVf)'. atmao! .,
IU'hle1aoft ot ~uJtr 'DUSI",n IttCf!lD'''~ It'ISw:r.1IU"; ~. oon'0ft lHht lln~ P'lfftriU 1$ taUftO' conOtfft..e tv , .."b: 1\IIt'lO"'" 10' O\:~h: USt as
ftat l' ft\,u tf'Ir ftf!'\I"\lnt ~:"tonO"hf 'tnt' rt"'rSU Vf\U'UDlt tor ,'-t PWfOOSU 'unc t1"llS LUSt WII, ftO~ Dr "","Uftl1tC ~\f' S~II t1Jn1lftut Jf\ lutft cast.
t'!'lt ,,", 1 !\I I' I>t 10"'11101. ,f\e 1,lfl,. 'tCw:tC., aD"ee to! tft! tt",.lftOt' I' t!'lt It'", m 0'0001'\101\ It 11"l1 I"'OU'" 0' tl't! .uue D'tmfJU U&cr.. ,n "0 tY'tftt
1'\11: Ir\t Lcuo~ Ot u.a~tC " tftf UUtt to' Ifty DUSIftCU 11'\"""0\10".. IIrnm"".on tr\ vu or 10! !ftc '"'hit 01 an,. UfttlOHte 11m 11'I\IS LUSt.
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"~t~l"llff ltl.>I·tC ·,tt .,~",. &""- )",:; ..cfb 1'1(. 1:.1. I~t~.. ,.' n: 1.1 ,"i ,~~ .j' , • ,. . ' •• ' ··f" .• ' : ....... : ~ f • :•• f. ~. t • ~ C. n.....
".'••Il'UfCtftC t""t to'uom; ptO..llosv.

- -.,t '.a~;:\~; f: is fW"~f tt' ..t'f'-Inlt~ I!\~ IO'm 1ft,' ..~ Usnt 1ft, 'U'Ofttf fI' I."..It" 'f\J~' t~P';Uf ft' ottt.t~\' tt\t 'lIUG "~t1.ftff""
It "'.f'!;'hf-r, O· 11'1'1 .. UH ttf\tt",C·n,. 'tt'1ft,f"-,1:)' tv ~0~1:t, "'U~~'J~~.. tO""\t~6~1o"\f\tU:· '",:Tur""':l·'''", ..~ ....~~t1tf'fttt .

~=·-"''''t'O\.ilfl:r Or 1ht ;.tU~' ot ttn~ Int' $\Jt t tf'f'I\lf\lhO" $:-'&1. "c.;.:r."\~'\-':'! , "~"r C: fl'I" lU\\.t·, ::-'tt!lO' ~r '\'~" t:.:u:.~"'C\ ~'J.f'..!." .1''''
~ltuor. UV"1 Ctf rttftUyOf .t\~ 01M' 't9ft, tonUtfttC Nfllft. -.ne t.laSt nrh .1eT S~. n:..: Qj\'er t>e:-.U.."W .s~......:.._t>e __
-=:-... . ~~ .296.52 ne:" rno:'tth, or ~~v l'C:-:.ion c: a wonth.-· -=:.~""""",::::
- ----U--iUtttU;2U iI' l1St;iS; li'ttlluit s~tt ,,="C &ftC lI'~tt to tt\t knthl ,'1M SU:ttuo"$.. &Ui'1\1. -'''.lIlt1RO'''. ao....S1f.'m a"-iiPi-

,t~'U'''\:tltU.'1'ftt NM,n "'tt'l, -. - - . --- -::.:::=.:

:: Wllvn tit'. Il"t· O' '''y toY'tt'\l"" 'f tOftO.hO" 01 "'.s luu " '"~f "'''y S!\It: tit ,"""c to~y If CO"stl\~\t I 'UfU\'f ....rltt ,1_ ......
tc"'?\lftt 'f tOt'lOlhon 0\ 1ft, .tM· tOftnl,..l or to"Ol\tOt'I OS tt\t' '-UU.

~, SUStllnllUUUt 11'1.1 Lint '''''\I H 1lStHctl11'lCl lubCfthnatle It an """" to '''t Itt'" Of ."'y fft0!'1.01on Of O"ei o· It"" In 'I"'Y 'f'RO~l" a!ftO'U'1U
.""'SOUt' 1'10. tilth"; Of f\tftlt\t f tntufrtOtfl"; t1\t ttUtC Oftf!'llUS ••,ftOut"" ftttt1SUY OU\JYlr.; tunl\tf tnstr",ffltn~,tUtuttC tty t1\t \.tsltflO .nCd
IlJ:~ l~tQrQlnahCl'\ h01wl,1\st,nc 1n; tft! 10ft;O'nc Ltuu to...t!\~''\tllt'lt ';!fU to UttUlt anc Oth"" 'loon Ot 11\1 f\e l""~ h.lrlt\tt tft$lfVfMftU t\'.c»tf'lt1f\t
1",:1'1 SU~Cft'lr.JHon of ,ntS ~USt to s\ltn itt'"" e~ an"'Sut!' fnCrtOIOU. Ot onCl ot trus' Ii~v tit 'tCh/Ute: t)V I.nso~ So ton; n Utt lUSH fttrtUftOtt If\l"
OIY'~ ftn~ fUtf ..tC ant :o~,tyWitt. IOI~t t>~' Inc CISCJ'I"ot ,1\C \!11'r\S. ,0"0,"on1 to \'tnants 1ft: OOt.; IhCfl' 01'1"1 U't, tt ttl 'tOt Inc Ptt1OfJl\t: _nUl '
I~e S"'JlIIHOm to IftYIU:tUSOf t1'\ \115t nOl.nnstlftOlnc ,ftc tDfC;Offt; tftt OUtU1)tt OOlltnlOnOUftt ..nut at: ,nc \0 tf\t tunc LUt"'.f$tS tor"', "'11ft"
11\11 "tUt. Shill no~ Dot Or5\uf1)te. ,n tN Innt ot Utt UHt:1C1U'C 01 Iny sutl'\ NnO.;e Df 'tlO ot tfUS~ DT tnt ""'tnUtf at 'uen tOft:teSUf1 utt Of su:ca
'IJrtn.lStf i 'uC.--CSUf 1ft UUC-

2: ft(CiMW1HC1'TiOl_ "l'It ttu:~ !~-Jn",o1Ot l~~tt to! ,,,y eama;t o· ,nu.tTyto 1ft, ""10fl 0" '"0M"" .ht~fttf n t>t ''''t Ot"Soft Of f)'Oftnyof~ lt1s",
t~r \-.lSUt s ,,,,,,toyus lCt!'ll$ ovuu ",.nets Of OU'lI·wrSt l)v IUSDf\ Of LUln, Oc.:U~It'\:,o~ tnt lUSt: ,rlmtSU O· ~:aUlf ot hTl. fto::. wlfteSiOrm..,
":a Of Gee 0" '0' It'\~ Otn-e" fUSO~. 1M lUstt ';'fU tt t1l0trnnrh '1'1: 'I\'t J\I'ft"US tnt LeUO! "O1'!' ,nt 1;'ln\: I~~ 1ft' an 'on. I.tr'.&;r ttalfl\.
Ctl'n'''' hl:llih e~ tl~f~St ~v 'U1CT\ 0' OJfr.39f 10 Of "SO" O! QfO~t~v .1'\ttl'l1'f'4v IttSt Of OC tlll'l'!'\t~ te r. ...., ''1St!': U 1 f~sun Ot1ftt O:tuunq o~ tnt.f
1'1: &lute tHt"ftISn by 1M ltUtf 0' oy 'Uton tn!tto1Of m COMr:\tor. '''('tW1U\ Onr.lft, ." I,."n; C:-. a::cvn~ C~ Iny Ir'ltUfyOI' CI",';! tl1:ueto any
person or prcl>tny Oft Df m tnt lunC prtm:tStS PrtytCtn;. bO-,.t:. U\at lustt WU act IftOtf'ftft11y as to tl\t lOU or h~Ot Out til IIvn ot USSOI.

%3. to-STlu:-rm1 or U.;Ul;: Ttlt 1r'l'ftJ telSt tun ao~ttfl\fmor I;fft"'t~ Sf\ar. be m:",,'I\'t' otU~ ~~. Itso to mduet ftflt....ts. tt1t~M"
trlctht,:.ItIOf'oS 01 1M lUSt WO~SO~ afty ;t:'OffUSCC IfttfttSltUtsnaU Dr fttlCUan:lUOt IftyO\f\t' ptnet: . I tie -ores II'! t:\tSmoUtI" IaIU De l\tt: to~
1'ftt 1UuTJ' In: tftt ttufl1tc .n:tuCt me Sl"Oul&:. wftt" Itlt SlftSt re:ovat'U.ltat NrlvrapftIltlIOSftO,.n: bUes art not l N!1.t thIS LUSt In: SJ\IU"'''- I
I'll:: "D01) tnt ~\tt::1g,n or fJ\urpraa,*" of lay oar. k1Ut .

,t. '!'IU'..T: 1ft tnt ntft' thtltSSft sttaflttttvftift"""'ftlil rttlf tt.ayl1tr..,.""'*W_LtS1ttfttreti.~ IfSfSId\Ittad SI\IU Ct'fttlftUt .,
, IIftOe 01\t" f'OI tan. or If tftt l,.CSStt snat! ata"n1ft"PtrtOflftla:t 01 Iftyltfttf~..tU or ,,,umrru Of tftt$ LU5t IftC sutt: iliadPaU~
tor mlny (30~ oan Iftt· .-t""" ftOtttt tfttftot If if "" LUStt s'**....01.,... .. IftIOWtfU Of Itty Itblor~tn;S Dc tlltft Dr" I,'mst .. !

. Lustt.mar..nc~':CUlOfttOl",artt.UOu.trte;altt_'tUano"'ftts._LtUOf-'lWatt_tMtftoaQa:tot_reftttOflftlfl....t r 01W... 1

~ Itt Out .ftC Nval>••'" fU, tOltt:t tftc sa_ "OtStrtlS Ot.t_,...I.Lusor_a...I ••aftftltfScmat Dt'OItflY _ .,Lasuwtt&:ft d 10:1_1
1I'.lftt tunC :'tffttsn • M tft eret' to ''''t:! au It:vtny Ifttet1St If\ Iftt usc ..-M"! Lessor Ny. WttftOIr.ltrSt ODtltfttftC a01S1rus Wlrraft\.lOet ""'I
tul.C Drt1ftJStS 1ft .tOlf to ,""tt': ure aMttS\ 1ft _ StCWftG OfOOrf1y.1f tat LWtf _y ttnsmalt nus ••st anc tt:lltt ,OSUSSlOn of rM 'tIM I

,'11ItrStS. Oftml~ tftt .IStC DtttftlStS ane ,..., tat11- 1tf1fttU\-.......1I1Ct tYPItft! \-lSStt co.....Inc ."tISII NY .ft, ,ct.: !

atll! LuStt IS tttOdte .f~ !ftC 'tftt tbtrtry OU1lmtC ItIS 1M ft afte llDe'" f.~.. tltt1'SCS o~ tWl.fttfl!C teUlSS10ftt If tM Ltuer .
ftson It Ifty '-0 Of -e., " htft qftldltS., rapu...aoun,*,.'1IItII 8Or.hOlt...." f1IftUPillat\ fttCUSanty P'IYUl. tfttOtUftIdl •
•~ CDn.."'VT1'tfttly It t~re,1W" - ------------ _

TM LUSI! .tSO ClwtftlftlS IftC a,,"s. II' '"""'tit It1OtfttY'S ttts a.e cem .ftO.s.ftStS-iTtftt-r.sm,lI\dUd~ c""ams."" LtDe
.",otoVSlnanCN\fytc :ottt:at1'U Ot tNOtltt 0",,' hV"U O!"ltSS'f_f't1I'tftl¥tmotaftYMa:ft..ls,'Oftsa~. anc tfttSl!ftt wntt llyaM """'IIS
.' ntHtt· CDh':ttor Of Ifttorttmtftt IIlttttlte Of SUltO' 0Ut!'WtI'- LeSSIt Pill II' I lilt cal'" ot ttttttft (S11.DO••ours Oft a.., ,aftllftl:llUfttM.

• a.,lbenal CftIfJt w"fA .,.....', N.ft aaft (10) oars Intr .. u ......

25. ussn II-'IIS: llStH COWNfItS tNt.Wftft; -.,..willibaft"" tuue MfIMW aft: ttat tlClut'tsaN! tOVlPfftrftt _'tit. 1ft:. I' IU.
cost IftC tU'tnst lttC 1ft! IIfft! lift 000: C-Ol'lddtO" aftC flNtf I1U'OvOftOtft...rlft...~ I8(ft rtJlUtl':ltfttllS ""y 1M ftC:tsury.•'" I~"-IS""""
tI\t """ rtmo~•h! ~S2UJt"ftS."tftOfOWlmtfUS • tUft wflCft LtUOu,.,saa11_"".a. Itintf~me 'usec OfttfttSlS mIS '000 ore'f 1 ftC c.....
as tftt Uft\f wttt It' It tM ,,"" "SStSSIOft tl'ttftt' WI' 'ee .ltSllt."'till""" I.e ttl' Inc OJmate Clunt DT "', Of'" tIftIV9t1&:
elWin, tL.""COIiC. AAllftSlIUI\lOftS. fiNItS. fUt.O' .., ftpt&:tJftCftU snail Dc qua'''' .....y" _1f""1"'~

21. USSC'-S IIPllU: LUs~'S!\IIt It ft'S ''''' c.~ I~ UOtftlt. Nit I~ "NtrI.ftC ••,..tllt\S to I"" ft'lICltftlfttS .'_ tellt~Arus aile'
IU\aCturt 'oc~ anc U\tf1O:. 01 '~t iUttOm; IS N" Dc fUSD"'~,. MttUl'Y"f Ltsstt I tt:UNft:Y O:.lnc tOf\OCt.f 'UStfttSS ....... tullO Oftft\tlUI
1rU 0' tr"t t.oft'\mon A,us. ,,'UtSS 1M ftttO '" aut" "01'" tS Oc.:aSlOfttC tv"" fttO"ttftt".dUub l:ttt LUStt.•' I"ms cf'ftOlOY"t' "."'ttS.Ift"
1"'''"1.1::- "OI!'" S!\It! "t,.'1t Of "'lOt tv uno•. '1I11A111 lie tl\l , ftC to Ltutt An"".. tft tht '-ft''''ftC to'" Cef\trl" ftOlwltNllftA&n; ltU'f_
f\J\'t h' "I~,"h", Clml~t ,r ,nfury1. "fUft O' o"""Y IS' ftsun,t ItS tllillfU''''''' .ftylU:'U'OI\' Of rtDla:trntn:UNtU. WI1ftml fU"I\IIU. It
I!\I' ~,~ ftOlitttC tv Usn. 01 tftt fttt: t"lftIOtt. LtUD' SMn,.." 'INte to fUkl '''tt\'tDlt' If feDtltIN"\ IftC s.utn taiiUfllt\lU ftOt 1\1", ,"n."
I"y Uult OtYOftC LtSSOr I control IftCiVOrt\O W11"0V'l tdI'V\IltOfl atrl"', NDdI1, "n\llft "'t'lItS "tQV10tfttN Llssor. n.s l"ltU. tfftOt,,,,,, I
unul:tDr,. 1".lIII\I.t tf\t u;l'\1. It Iny ""'t I ftC troft'\ """ to '\tnt. \0 1ft"" tf\ItUStG ","'tSts tor 11\1 ",,.eSt .t mnt:tlOft or t.,1ftI'u,"1t It ....
,fty It tat a'Dft"" ft~tU .' flOlItt"'tftU unit ~11 act k tft1tUCe &c • ., rtOWCttOft 11'1 11ft;., Of Ifty CJltm to' II"""' . ..,. ~ISOII If ."".nwtf'llt nett IMOYI "". an,uty" ~vs.tnCSIlflOUot AI turli ..,alor"ftbiitIOft.~I'" ot la, rtN d'S .1I\trahOftS. ,f"NeI_flU NOt .,~
JilfJUlm" tf\d h",oraon.

2i. UrDLDI:1 UAllm; llSSI' Of Aftm 11'1111 "01 k ~""Slb1t tOf '''' IIIIM tt1t:1I1\. IltlneratlOn of. 0' CI\I"Ot 11\ Itt tWit"", of a. ""1lIt1ft
ttntt D'C",IIU 'f tOf '"y O,ft\l9t 'tI6lft"', "'tftfroft. Wftt''''' '10 ocrion or Dt'O"'" LIS"'. 01 Attftt.l"ll: ftC: Of kI~lt 'Of leU .~ a,., "OPt1'
LUlU. tau IOt ftt1 St~lf'\l1 ,trlO'O","S Of lft"'UttSllS I ftSUn 01 Nt1 Dt I\ISoe&:tft\lftl lWO'. or AOt~~ S:-.aU "'~ 1>1 hlbtl to' I"y lutt. tnurw 101
'IINOf 10 I>IriOft, Of ,'c:>t", I'\OWlOu, , caune. w""ftC' Ctnt",o", bfMJ\lOn. Col uSC: OJ Of rtsvlhftC 1101'\ '1Ihf\C Otutt! .11"':>fttU. o",rtte- 0' au'
UOOf\ Of mlO tI\t .""Otn;,f Illite olt"",n 01 wIt11....~ IftOW SlUt'rt. ,as Ir Iltt1fCftl If .ruu;c. tUUOt., l~trvtltO"0' Otouo' O\f'cr tI,*
unltSS 1,,:1\ OU~~ "'IUfy. ton.' Ol""'f IJ\1I1IM tau,,:: Oy tftt _O"'tn:t Of wtlltuiltt I' LtUOt.,f ~tnt.lftt tft&lft\trahOf\. '" PuS "araOf'lOf\.,I ca
CO' .,u:n llnO" .D' AOtt'lt. 1""11 ftO' Of I&IDlt IS maoway to tit COftSUutC ISlIftOaJftIbI""" PLeUO:, Of I.ptftl..lftrUPl:1I' tausu aoU"",,~tt'l\tOI

I'" tnefUSt ot Ifty 0' IJ\r unol I. ,r Af'N ,. "htl1l1ON UNStf UUS LlUL

- ------..--.._--.
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.. !·"'t .. t·\: : ··.····f ·:'.··~ ..,.··!'~·.'., .. !' ..,·." ~ .. • .. t~ ··~ r·' .. • , ~""fI\,~·t~· !"t--: ''':'''.:.-ti1''''''''n2
.ft",;.c.r. ' .. •• .. t~ ::--. ,."".,r\ ::~::.• ~: •.:>,., ,·.·t·· ' t'O ': .,. t I. : .""'" .ft, I lOt"" m;"ttc: h l"t "' fQtllftt ft· .~. tn",,:: 0' y.,.• \lO'\ 0' t'-tt.f t~h •.. ~ lhtht-.I;..f., 1'.: _ta~ t " ). : ,. ~.\t " .••• ~

_ J.tuat. LllI" 11\11' PtOJQUJ Mut, ,...._'" It 1ft, ..tOle flNI" to 1ft, It 1nc ,.,...,.. It ",tvrU- - ---_. - -----_...._-
___...iw";i.un! , ....~ tr"'t"·'P,t!.•1: '''' 1\ttt\ 1ft: "~\Jl.tIO~'c~~tC c:;:;t~7':'1~."''''~~:f:\ ,.,~ t'ty :O\lfth' r!l!lt -'f'!IIII(-=
-:: ttmSC';\.ot. • ..,. tftl tUUC O·tflr\'IU Inc .,n. Il OfOtf\.lf\:U. "l( 't;V\'~IOMc't,,,,,'ftllW-t••",tnO"hU .... ·11" iilt .i un 'flt':'"t'U ifi .:.il': ,.
~"",.0. c.ost.nc II",,". aut 01\1' ""ota, "afty It ....eb ""t~""'OiAlnctl Irt It;vallW ftd;l~u,uac."u C· t\t tta,,: t'.ftUttOfC":
-_-_.,nOlh~f\to (Imply In aU uns nt" ."tt\ ",tn. flO..,.tho," ,ftC .rOal\lftC'tS ftWtrt 'IN"" ,tt,'altOM, c:Nnou 0' .OOd..", "1'bt W,,"'Ct~=:

==-:tM ...,tt t'tfftt-Jt$tt' Out""'O I O\,l\0ft\tftt.Of Ifty oan"tUf\lt.ll\aHM tM Ltuon nllJl1\StOttlty;-tftOLIUO'CO"M~ t'" 'ttttS.,.""t1y.~.tl".t WC1\ 1Vtt1. 'qv:.l\l.-ns .ftC ."...fC'&L-.-----~-~~----~-=- -- . -- '- :--==-=-==-=-=
til L.Utt ,,,,,U lurn on au hOf\u .ftd clon .,., lot' IU corneOf .oors wtw1\ 1M ..,l9\tJa 1ft _t 1\ ....

ttl 'Ttl. tltlne! II Itt e'l~ u~s,.ntdh LUlU ,!\lUbe Ilf\tCwmHr.'ftn, "'I!I ria1An~,.", sHaMII'''•• app,ovtC 'YLUIO:.lhI\U awt.
111\ 1ft C\t '~Uy uttftOCC POSllWJft It aU tmau..

to) We acettlonillotis ShlU be ota:tt V:l'Cft If'" Ooors oHN o'c-"',Sts .It!\O~ "ft' '~0Y11he"" rrtt ltnor. Leuor Sl\I!1 hnfttSMe lin" 1M A".
VII 'ftl'r!!lU an: any Jee~ttor.J!uys ,nail be lurnl$-ftce l~ tnt ttS~ J~e uOt!'t.st 0' l.UUt UOOft tJ\f ttOlratlon C! UUtt' It''''.fI\lhon ot;us US-I.. Lt.S.Ml

.- aroaM lurrttl1tt to ltssor .tl ktY" t.G tftt 'ftfftJlU. AU .VOYUlt at,. Inc 10:.1$&\ fl~nJfUtJ "GUUU SniL 1M lWeI to tnt L.tUOf.

mltntt'~ t1'tt~, tm:f'ofttS 1ft tneovrl~!101ra IS t,,, ,w.y ttO""'" fftU'In:fS.' 00t,~ 't\ts.m f~btt t1lStCf'P\t!'111\O th~~-to tfttt"~
~01'\0U:~ ~i.'Stl'tns .,tnovt V~iiC m:onV'tftltf\:t ~f~JlnS~J:U n.....t Dttn U: Ulet IS .....\0. ha.an; SD1:U In: f1UftfhU;)OC: '''''It\C tfttlt tUtu wall
110\. Ubh-tc: tor Pt'10t\11 wtftJ:1U 01 -.IUlt Ot I~PfCYfti Of Loll..

• (f~ No l"tt!"l"'lS • iii bt ,"suHIC en t"t Ult"IO' 0' ""It O~ltt C~lle!f\; ~v "'t ltUft.ortft!ti> Ittl'lU .ttf\~tht1Iff1UtnlOfltOYli 01U\t l.~.n.­
amarnas arc IfULl"':. tnty In.l~ &It rtf!\~ftC 'y Ltuer &: tnt uuu S U;lCftK.

fIi1 Lessff I""" ft~ mmn,I~:f'\ or br""O IfttO!ftc 1)rt"uns ''''' t~.It''!''\''tt1!'tms!rvt'ftt~.~.. f1blgttltO:. Itl' COrdrtiOnl! or other IDDb.lna W"bIa\". """1'1 "' USC 01 ttt:1n.;a: C4r.'rcnt Of .'1\t~ w.tftout hrst ot~Jtt\It\; .n:a~ pcrm~ULU,~ LISsa:.. ,

- • .• CKl n. .....tcs. tftmlCU. passa;U. flat.,V'S. tttYJUtfl. a= S'lIlfQSU '!\Ie IliOt " "'~ Of ata lot lay otJwT "",OSt 1l\a1l~_
. .1Id IIftIL '" . . '. '. . .

~ .'" en LISStt S!\Ie 1101' ttftt! .fty tiOnq1ty .:tIt SM:t. Miytt ..!tIOU..·lth::ltI 1\l~_1't JfUtfll in at ua:u.t. tnil! ....... j

-~ ....ttG I lOCUe 'D&a Inc tftlt'IDCl .....~ " '. . • .'.

. _·~,~~~~~_~~t~~~.~£ ~
AI_.r 1IIDU. CIWl DaY It ...~ " .. It JO'W1U11I ltf· J

'. crt Ltsnt lUll tiI.- -filfttIt0fIS:'I'iM""-'9tll~ft•• IUNltf"1VtDIfl1t•• liltS 11M. tfeiOtr- tvt'fttllJft.'" .tttrWt'yf&IftJ!"
" "¥to Oftly I~ SUO tJmtl,orSlltft "!'lOftS. ano 11\ s.vtfl fftlftMf.1l PIt: • Ot1trsmtO '"la"f.. flU"'It""M....LUs"...11 __='fIy"
...ay bOor It tftt DuUOIftC wtUtJ\ w,,, UdllaI flMf ...0 It 1»= l100r to uttte SN~WftCft WI' ttslf-I tor a=ft Uoor tf 1IItIICIl tS ...... .,. sa

IJ '" 'f'OW!T'f NftlfI"l'tftt 'c.,..C• Ina 1alUft1"t~L.a. .n!S:CD D.L.......,....Frilly. Pttast t..-a JIVf-...swD'".t'Ufteftl hMC U\tsa IOUfL •

CMl tM UIIft; If ta. " 1M ctlCSU1D01JOft If *"'* .;"'ou. 1ft .. "U••" ,f:--'"~.• UPf'lUty .,.....

T.. Lust' t'ISt1'¥tS 1M • 11 NU etta.. in"tt rutu Irtfft .......-.

~1 l.essee is~~ 'to P'rO\~c!e e\-i~e c! ~.51-"""'''lCt ,d~-2t.e 'to COVeT all lessee
l~il:..:ie.st as s:ipUlat.ed in Para~~ 22. (IND;.~IrlCk.'C'hl of 'the lAue. .

t~~S c. G:XD::A.~, rIA \'!'R!Y 'R!'A!.n' O~AN

IT'
. Ai:.m c.ooc.:an>, -USSOF\- A:'tD::'ley·~.r&::

f c:' l.D-:is C. GooC.:a..-t»
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S.pt.~r 20. 1985

.,"

· •. ' S41-?lTi

ina (alr I'.

,-

Vincent A. Campana, Broker
~CA~ ~ealty Co~pany

601 ThL~le Shoals Bouleva=~, S~ite 200
Ne-?o:t ~e~s, vi=ginia lJ506

Rei G=eenbrie: !~:~s~rial Park ~
2133 Smith Avenue
C~esapeake, Vi=qinia, Se:ond
Addendum to Lease Dated August 30. 1985

Dear f'.r. Campana :

....

'..., ..' ........ '.
This letter 1I:'i11 aerve as a second a4deadwa ~ the 1.....:.~-:. ;.,

c!a~ed Auqust 30. 1985, betveen Louis C. Goo4farb t t/a Virby~.~~~...
Realty Company (Lessor) &n4 G. J. Comput.U Senice, Ille. '(~!!J!l~•.•..._*,.:
cla:'i~ying 'the following condit-ions agree4 t.o by all parti.. ~-...
involved. -_~:~# ..\.M'L~..

":' .." .. !., -.. . ,". , ;' ...;,,,;~ .•:., •

40.0 O?TIOl'. Lessor hereby ~rants 'to Les••• ~·~1>Pti~ti";fO~·,.i..:~~~...'
perio~ of !o~r m~n~hs from the .x.cu~ion of the .a!oZ'...,fttioc.4 :.:..:;..
lease on the s?a:e outlined ill :red in Exhibit I, ,a~~acbe4 he:et.o, Y.:
to be rented u?Qn the SL'fte t.erms and condi~ion..... ~. -other space .._
re~ted in 'the afo:e:oent.ion.ct.1...... '. .- :~~~::::'-~!. •.•• ," '*:i!:s. .

•• '.~~ : - .'O '"'' - • .I:''''' .: ...:. - ''':r :;,",~.,,",'---
" ." L .. ' LOlJISE C•.GOOnFAD, 'rIA Virby Realty
- .. E " C . to... .'O - • ." • ~.):. '.' omp...ny.: -.'O '..,' '..' .' '.. ~J:": __ *: ..

SoS BYI nJ,..¥'1. ,fiJ"I • -.;.

xa~a~Att.orney-ln-F.c:~
R For Louis c. Goo~farb

...

L
E
!)
S
E
E.,.

G. B. C~MPUTER SERVICE, INC.

By: .~~.~... j4;<A
. .; :... . . ' ';. ~.- ~.



~-~:-AMIRICANS roa ROBERTSON. INC.
FINAL AUDIT REPORT

--Attach••-nt 412
page 21°of 76

...... '~:. :~. .. ".;~' .::~: :.~. :::"~ ~~';~: :'.::;. .~ ~': ~:~:./~ :. ~:~.'~ ~.: ~~:~~': ;<~ .:'.\ '.~..."'.
;:.=...'._~ !:-;;"::::., '~..'~.~ ~ .. '....s~-+•.:\"".i-';:':~":.i;~ ...~ ';', •...~~~~\:::::7.::~ .
Y~~J~~~~~~~~:~~.:=3:~~i-l"~~ ";~"'4''' ""~''!'r. 'v:-.-~ . ~~~..~~'!- .~.~..:.::.:..'- r; ;I~ ~\.,~~~~!'---~~~~'~.....;:~~~r~l~~~·t!t-t:~"':'~~.:M~:::~~~...=-.';~~~~::~.l:r~.;",~ ~ ~I

-:.-:-""""""... t if .,ITUY; ~ealty,;. - mp&D~' .!t'~~£i"'''' ,:.·......~:''l·v'!;~7-4~ ..~~::a·.~~,L"'\,rl.-.....· ···.,"lIt 1
, • _~r . SVTn~.A"·f\I.~lf·2Cf.\-·..t:nat~ .."VA~.~~l . ..:.,.. _.-..t.~~:-~=*:..\.:~:r~~.~;~~-\;~J

-,II • ( ....'.\'fIAI.I.~ ~. • (IW\I\""~-""'·~~~t# .. ·I·"~-i·"'~~·~ ~ .......-'~...,,..,~~..~::I·-~ -.- ~
;...:_.".:- r,J ~I~·r't~"""'.t.,~"""",·~~y.~V.e.~~-.1{c...~~ft~,"'."'''~1!A.,,~~....ti·:';:~l~
-::::-:i;""'. . ,-" mtln"a6Mit.l BusiniD c.iInie- -. 6011hrr:1bk'shc*,~~ • s...a 2t'D -. • :. ~!fA13tOS ~~t'i. ~1~:~£~ '!. ~
-'';" . :- - (~) 1731~ .T.oC'.-:c:r -(104) ft:7~1 :,t ':":t.t iA"":\.' \:~~. "~'''i.~S-'':=;~...,j...~,.;:'t.~.~~::~':~ \"if";::'.. ';: .....:

" . • ~h-,o GeOT'~e Border~ ....."... ··t .~." . .~ . :,..~ ~,-.. '.'~ ~... u.y...... .~~. ->- \,~: f •• _ ".' .;..--... ~.. .••...•.. .

. The Freedce CaJnCii~':;:;]~·~'~~,:.~:::,:::~~~~,;}~~~~~~:~~~>:::::~~~·2?:,:":,,~"~/~ ~~..~;.-~;-_:" ~ .~;:, .. ~ .
825 Gree:'lbrie-r Cir--l-e =~- ,,-.-..-.f .. .;.-: -f. -:..~- ..:::- ~:- J:.:_-~ :"; •. ". :> .~-...':~'. :. .. . :-.: .:._. :-:.' .•

~;~~;.·~v;~'~ti+::·~+J::-.-..': ::;~ ~t<~.~~~~:~tJ!(~~~;·~··~: .':: '
..

.. ........ to'" .. "'".. :.' 'to" oil! ....



~"'~~~;;;~~~~~~~~~'~'~~" "l-.-->.
- . ,-:;:-.:"" --y:- ~~:~~~Ni"l CANs tOR R08'EI\TSON tINe •

PINAL AUDIT REPORT

Attachment 112
Page 28 of 16



Attloh.ffn~t~· :.:12 .
Pag8 2. of 76

- ~..-

:'"<~~l:?'iNe.
II~.._~ ..~~~_,.~~~:'~~~¥':";J'q.f"o"7;:~":·:::~"':~7:""·""':.,-cc."::.

~,,- AHa.leANS roi
':~ rfNAL AUDI'!' a.POR,--

..
•

. i r.
..~ ..- ..

. .'.
. .'.



cc':;-v--- '-"_- ~~}M• ._t-CANS FOR ROBERTSON, INC.

TtNA~ AUDIT REPORT

VIRBY REALTY COMPANY

Att.ch••n.~ :~.12
page 30~ -of 16

...."'.

••__ •• _ _ _ •• r........u-..' "
.....--..~•••o."".· , ..t,.I..u ::. t· -,,"u.t ..,.. .'- f'OO Of~C..w.~Vt~ ...

.... : ' ••• D.t:C't' ,.o""'~~o·_:=~e"i'" S...t·•• v _. c tilI"1, ;l"t~ SC-tb:m"m\K.._••.,....~" .. \~ .._'8_.'lIt 0IIi ... ~~,.

t~~~'~.~r~~~""prM~_·~a~~i~~~._~f~~~.~··~._{~~_~_'_~~-_._~_h~$~~__~-~:~~~~...~c~ _
~."" 0"1 'i?\·~-.:e~: :;:s &"10 r'IO~ ." _"'~';:...;.:.-:-.:...:.::s..::~-:-:..:.:...A...-t.-"';;,_:,... c::::.- _

""IU Ml'~ M''''''''~," ~"'ttJ.l"ty~~.

-:: 0.'., ff\ C.---c.-.t.. "'01_.t~ttal'tO~.... cO""~""C.......t ••t. of .~••~ • •••0 1..."0. tl""'Ot f .....• ~I......, Of ...........
: .. n •• ' 0'" loa'. ell' \. •••~VIt' ...Ot lie .",o••r to,"'" ..'l)o...t.",~",O' "'0' .......ve .. " ••"1-' c·,....."4'-'0'1"", 1. l1'4I ..
..... 1'1•••"'''0•• 0'.11.1\<: ~ , ••"" 0· Ihl··· , ..("I u,. "", "'01" CO·rOll.OtD ea., 'r' ",""" 00.,.,.001'l01!~ ~

: .. n," II'''OY'.''' 1'0 ' ·.f I.f••Of ,"an ftC' "'...... • e DeI~ OIl'" - ..~, ••\""'" ,.u" IftCl ••"'.,~ " ~.....
;.1 .. t':!ft -lh' S' l.tl!~! lBl"1lI"" ~ rte1·~."".".·.. '!:·tl \'.":2" _ ",.". I':' :.~,""t.... ,.,.- f ...t'f , 1.. -<1' ""W\.""""~

~ :~:1".·c,.c.fO ', COH(,hC"" 1'e:"~C:f' .... fU•• 01:: .. ; .• , ';;'''-'.1 D' C"O ",e I:e-...."'(: e 1:" ": ~W'IoI••~
: a ;·0......01" ,.. 0· lue'" C:'lolO~y'''101 a "'C' .=.•~C. 1!"41 ~"""'''''hOl'l ca.t ....0 I...... ''''4'' N., '.", 'O·.~M'oOCt &l"...~~...
,,'1C~l't ...ow
t ••"'" ..nM'tIl'laltD."~,,naor.. rt1',to·.,.,.~~,..~~tlO"I 2,:;' '!, tI\~.IIft_.lG..i!!

: •••C'"llOtC"Ifi'lot .........,. .....ot l..fl'"'.I'I.Jl"" ..".O·\IOO,.I.... ~VlfCl'\ ...~S "-~'~ ." u,..,,~ NovAe li

::::_:-~~.::~~:~. -=~::: ::::: :::~ ::.~~_.::::. ~:~,:::::-~.:!_::-:~': ·?;!Sl~,9i".
ii..·..~"' .~;",~z.':·i.;.~ ,,..'i.,,,,,-o¢~ .,;.;;",i-,i :cii ~.\;i.-~;rV\i'::~, ;;c"f";OOIi:C"'"O' ~:~'li';~I.i.'l~"""''''''''''
.. Ioa-'''' fftOlW'Y 0'~ v""'.C Mt.. :o i,.U4f 'I U\e aco....:. ~""' ... l'I«f'I'tf\ 0l''Cl~ .....t ••~.Of\' Of '1 SW:l'l 0tI'W1'~~eJ" ".................
~ ....1IIIft9. • J"lo"jI\ f'.
, $ecvf'n'¥O."~I....".l't'Il".,...t"'!"\I.U'.'vO'\tf\....tlolt>o~~$· be Q ....CVf'l.... "ltS w ••••
:. _.U•• IOO",...'.O"'.~•• J'I"O.· .. 1.., '."II,.::I .. ·.~'.·O' ·:·.~:_t .......""-.t· ~e·· •• - •• Nt.~.. Wt'f"l'"M:tl ..
~~~,,..''!''!04' .:0'.0' ,.' ,. 0· e:f\·Oft 0' MDOSd to· :·t ~.-."" 01 .......""', 0' 0'.... C"'"" tf\~__.,""""""'"
ot • ..,. et~ • ...". to -;C?\ ..n.#' ~ c,~ ~.'*c ." ~ Ct loAn.. 1 ....\iU o· rc c:e-M--... ,"~1OT ---
....ac. ""•••"r..I"l"t'••• s1 '.0 w 0' .:::> C'C-·C~.' sa; : ••et: tn "'411 4'0\ ..'lPSaftIt' .....,.
.......0' Clooa.t cal'" ••!~ ..",Of ill ''''''O;.lf\I'vthC''~'''~'10tt'U'OC~lt~~ '\If' .-,,,.. u.~ tf\O~ .
"'&" M' 1Nl1.''',.f..Ct! O' '1\., I.••" ..."Ot I'\&",M!" .......•...C!. - ..:!u·c tl:,." ••••·.t. "e- .••e~1! ,U:~,a r:~~
C' iC."......~I. y.c, ce=oa·; •• U fftwCl'\ •.....--Oif at J''''I'IC~ l:l'\4l,,·Cf O'. : c~ :: .. "'"-Aft, 11\6&t .......
"' ot"".'.'~0'~I' tI'C..~~ ~. ,. ~......' .1 uor~o:t4"\.' I ~ .. ''''''' ,~ ...

.......... Of IN te""" '-"'0' ,~,'W' P\&t "~'" II'le NO l",* ..~ " ClIft"~Nt Ul&Mr"~'"
"'~l to lac s.cVf\IT 0.""1.

L'~·UM.T~~t"...... """ .... occ.,fM....u .. to" ~..:::...-:!!! ~'!~'::.:-:! e~ ~.!. C=:..r:~ St':"rl.:~. 1=
r;= .- pi-=;: ;z.;.;! \.'"j:'. ':.-:,: :::!! 1.-:: :::::.,-:: ::: :~~ ::. ':'.' :: :.... ~~Z':ell'Ct .",,_ ..............

1_: C....D-- -- Y •.
ta. \.••..,..""""tlte~.....t"Ial~ ""<t1I~"" t\II~~.,.tO"VM~,""",,,,,,,,_,,,,,,,,,

eMS !'tOt~t' 'C:1l:C'~'. :""","'e :-::1 '.: 'tOf'\~ .'C·~""CI'~ tfle t· 'ftoat 11\<1 ......... '.':11''- L1'\~~ tftM It ....
""'I\S ••ft,""!'\a' "' llt ,,..... d 1"1· 1M :"t e: '~'ttO~C' tNt ...111$ ••, ' ... "'01 :.!tc"'"\ I,t'l" lOOtO"'\O" ••q ••ftOI coa.ftC........ = :,:,,,,- wC"I.,.o<a'.e- "':"'e , ,......t"••C~ 1":1~ 1C .."'100 _~f'\"'''C:'0'~ ............ 0' fftd .." ' ..
If'C- t""'t (0 "11:.1"\ • 0' !!"It I.· 0' t"\l' ~ ",,~n"co~~....."...-..c: tf\Il heft ......'<01\ It'O !\OIe.1S"ftC \Nt~ ....
.....a .. \Nt OOl14altOf' 0 1 '''C .

~l Ilc:ll7t.'D~O.C~ ••flO..Oflt21.' "'n••••f\&'It "I-.*"""'~COf"" ~ ".".~St~ .............
f\I04t& ''It;lP,ttO'''1 o'C ''''f,c:,::tf>' O' ••(~.: ...~ ,.o...........-tt .. , t· :"">I'\C~ ..,.-- .. '"'' N te- "I-~ ,..,."""".. ..
~.I••'O.t1,....~ & ~ If\6""'O:~."'C'·O't-t'"'.~Ol'tMl:I·..,.. I'....."-.~1\t·"'.!_.UI e.. ~"..'......Of.~...tI....
• ~.! .. ""'0,. U\a"\ "II "" tf\e ....>to ... ; e01'lta-"" U"I~I JI\a- t,i\~ to .11""'. k,Cl\~••~

t 3 CefteIU4U" .1 fanOt""""'" '" ~lItao,.:tl"':fI' us'" '-9""" ecce,., t"'- .......... 1ft ~CO'"erttoft --.
•••• 0' ew' ·.0· I ..: t:- to ,'- Ie:), C.ll.. 10"'-4 1: ' C:Jo\i"''''''' ''''''C Itl" "-11 o·e,"'''C"'~ ..;.,..' ....,.,.... ...
..".-.' f'\t; : ..,..0'1 ~·.......I lfOIC .::.~U'"'·I ....1.14oIC,.:~ ''''''''0'''' Ie." M.·...'••'I£: o,.-:·...-.)lI' I'I fI\JIlI'f1I~.......
........ 'C.""-OQ" U'I' "-.,,.... \.'UO' "01 ~l"" 194tIU !'\at ~oe ...., "'~'~t>O"" O' ..."."'•• at to U\e~ Of ....~ ..
:~~Ol....u".~••, ~." ~

... ~....'. 0.' "."" 1...0 ••" to~~...... Of .,'.O"'O"S' 1fll '1'Ie'~ ":.,t '00' e'~I" DU't.a '" ......~ ..............
•e: O' 0- 'S o~ C' ~." u •• , '0''''1 ~·o•••, O' >1" ... ,.....,. wf'I'C'" ,., ," '''1'' '.,, ...., e.-.;••"10' " I.luor ......
••• ) .1'1 ~;)oe 0'0.' eo"'c 1 '1'10 '.::.', 10~"C:"'0f'l, '."''0' -."S c "1">0' 'oe' 0' ''''- •••~......tt.~ IP\&t!~~ ..
'~"~':'O to ."''1 l .. eJ" 'I~"'" "'0' ''''''1.'110'" "CV!'.C 10 ~,,,, •• ,,,,,,,, -."0' ~".t.O' '1'.'00' _I'll .,f\OOW, ~oo" ., ......
•~ ...~ "'0 oo"O.t.~so m..a•• -'06'" Wil'IC" U'IIa ."'9·.0tI 7 ,~.... retaOf\l... Uft!le ,llI'~.... 0' _m~.,."01".0' lPIle .-.-.....

:: O~'- ---_ - •
II' S",O.MI ~~ 0'~ ,1'1."'.'11.\ 1•....,' I. "."1 --.. t"a c~ .....

- ••''-'M' c \f\1t'.Of I-I''''.' 0' "0' o.~;" 00<'\'0f" 0' ,.... .--~ .. Of ' "06""'~ U'!!ft ...
•• : .•• le:.&Mo" 10 ~ •••". ""Cl\lo."'9 _tf\Ol.l'l _.lif" 'iOo••• --...,,'" Of IN! 'O"~9 """"'-0>"'4; lIIo4""f'Of; ""COI.'" '" ...........

• .,.C-:":I ''''C "0""1'10 ·.""t.'" I~ ••""'It \ •• , , "al"fft "',• .-.0- ••'1' ''''''Ie. 0' ••,.~ ~ ........:::-" :' .,.e·", ...C, :·U iOCoIl••••• ·:""'I··•...-, ,.,,:.tl ..rtelU~; 0'·......", Nt.""" .•_, .."C...tICI .., -.......
.,... ....0 ....... to. N' ac:"U~ IC ~ ~ ''''.N' -

I~t if "'..... ~ llt ~.-l.".... eD·.O.,IO"'.~..~ ........0 ..
,

..% ~t..o, ... ." .'"••--,lHI"Of" ...... "'""'..~..-r
.t .,." 0'00' W'f"l'1'!1'" ~tC. '0 "., '''IiI "" 1M II .... .,. 4~OO 01'09' C0"'4">C'" ."'0 0." '''141'''\1 ee.' 1Nt ~ lOt.",*~ ..........--.
""1":« 0" "e-- 1M' .-.".. I"I!' .. C I"C Il'.'~" II .00.'.0...." ....., 10 ...,"'. 100.· _flI ""I" • "1-11 ~1 If\$t.~

»J ()ftt~ ..111.- O"~ I.·flftf\........'~ ._Io/:IIOft;I·u'--at>Ol" \'1""' ""'" w e.·l ~10t..~......__.......
•• ••t , .'OO1"C"'" 0·0.1\1 _.- '''0 1"",C'::'" .."'1"'~""~1" - ·,.-· O<u. 01"" O'1!tft• .....-.. ..
~at~•• ' 1~ ,"t\o"9' 11'0 .~..,."'4...1 IN'''''''' so ~.'.91.0)" 1..3'=; .~,. ,..=••, .~U .#\C "'~ ••t' f\e '-I .. -.... ~
.l~·& '" •

1)a,r,.,... ..........
I" l..a' I\O: Wff"O\t\"''''Ot ,.~~"",",,"~""'I"_'''''''''IO''OI ,.....~'"1*""0iPlI 0l'\J'htlf'r_~Cft....-

fit .~ ~ ~a""'~ .-UDI '0' l'\Of\'U"ICI"" .. ,1I.',,,0l'\I 1\0' .ICftO~ I' oc.; "" unl AI 0 1f\ II'\1II .I";'~ 7.) 01 .",....
",,~~... ' ,1\111 fI'e.fttlvS • ...eu,"" ~ ~ "wOrt.c."" h,,,,,., .-.n"'t".., c " "~h"-" ...........
'-ft1oOf M.rf """:l"". tf\Il ~,...~ .- .. , aa...~.tlOft. lft\~ tOft• ., v-t. ""'1 '00". at IN ., ......
..... '.'141 .1\4t ~fa"'fM'S w uw" CO'l'l8'\oOI\ UOl' '1'\'. ra<:I~ ~"." "'110' at I. IOf4I £0'11 aM ....

'"'0'.'00" 00"'0 .'" ....~, "Ch , to .....1\0 ."..."",., It"".' ' ",""'Iii: CO,l"~.. -0· ·.' to Il'\a"re ....~ .,.., IIW ..,
.......c ••"'<1 _.te'l4I ..-." , '''41 '. """V'. C I· 0 i~ '- '"'' -••~ -........-.-.. ....-.

_ ~ .....I\OI .....,. ~••n...,~"..o "'" ".".. '~.,.. awcA __

......._-----



AMERICANS tOR ROBERTSON, INC.
FINAL AUDIT REPORT

c)~:~:.t~jaft••1ltr.'12
~ti.g.- --31? ·of'--, 6

..-.. -:a.:.~~,.r..!!~......;.., .... .:.,;j~:~" ·"·;e-"'i·.·~_:f. ..J;:;rir;~......;trm.~~ ~.~~
." ~:A~*SA(;;"'... ... ~ .•• _h.--.s.:-- .~..~~ ~

;".~--':".,--;,.._~•. S:;'l::::;.;:f~· ---:~';':'_,,!*,.. ' .• :·4~ -...:..~- _-~.';J"'!! ~~ .•~ .z:r _
-, ::,...:.OIf":'- ...l"O;':::... .. ..:,.:..•. vG. .'..-""!"_."". ,.-t....':. ::::....~~ .. . - ...:,;,.~,.-, .",... -.,::\-r.:..::.............. C' ----- .::~---_ .-.."- .

=""w.:.:=::: ~..:.==-..:.=:.:::-.:===--=--~~-::::'r:f:::~ .
...............".., I ••_ _ .. ~---- - ...

~~.::"': ....;..:. ~ __ f"'a-. M:..~ --. ~~, .- " to) ~e== ..
.•• __ :,.:.,.,••~ .. "~ ·!t••""-'C!'>O""./''' ~ "' ', !If ~ .......

.:.:.':.,,::-;''':'.:'';'::::::;::.::~ -:.oo::.::.~:: ::u~::.=~..:.-:.~'=~'::-.:-..--.::r-.:.-:

.......................,tt ltMfl \, .-..t"4t••_.,.. ..-...t ...-.~ ~..

.l ·.te"'- .~tOfC.Mef\.t~,..f~ '~ ""-.....-... weot't "W~tt\a.It ~..-.. .....
~~ t."....,..."..¥ MA C1'O"Y ' ..."sO" "" I" Ololl'lt .il¥t'.1vC1\ C'Cf"titS'.'~ C..""......... __ --..*.Liiiiiiin....
.....," tf'l4I ....... a-e "o.e.". t"'W " •• tf't. "0- ~~ ~"lK'\ a: ~n","" ~.- ""~.~ ,-...t,., "'-.. '"~ ".........,.~"
: .....~ .--c""lt "" It.''tC'nltA; "" • ..c:,\ .t~ .." .. ,.,", , ..... M~@ .... !C ~ ~;t~~; i.: :;0 to •.

,:: ~, ..nlOf ..~ ................ II Nt ""'t'" __ ..~•••~ , 3 i,1 Ito .~~..... 4 ..,....
.a :.:J~' ,.,...-..,~."'Oll\f~f'\U'I,b-' P\"U'~ltOfI'C ,,,...... ,f- t.atvtft .. " <""~~ ,"..-..Ot 0'"~,..~ -.c ..
. ;'I~. Cf "."0' ."':1 '11'1\1'" \lCtO/"I .~ __"."'0 -,I'~ ~.t ,"'- ..OV.' l'I'\4' .,'" f'tOt."""al'll]""C" ..
,.Ot.8ft'1 , un lo."'"' "".e".....· I" ". 0.""""'. "'-, -.c''''''' ."- '0 "'~ It c.""'O' D«O ' ~ .......
.... • trW ....--H. I~." , .....>1\ li'\. "-0:M1"t¥ .' ...u ..~ It\ .,. "e, ~ &It "'- .........,.. '.a ..~
~..... .........-w

• ~ L~~ _.wft~, '"",..~... It '"",... UMftte "'ll' tNt.MO oft '0.....~~ "" O't tf\.. ~,a...~4lf~"""
...., 'N'''' I"'~" .'\0 "'00."" O.!9\IO-C l~wt'''C' "'fMlff14 ............ l.ft... ac:.oft~ - >1"1, e\lt Of l~ .-.,.,..,. ..~
~."'..,."C1I .. ,..... P,.-,...ftO.lI 00v".f'\4tI\I .... '.tO s.w:l\tIA--.".&ftU'SI\.llM.t -."NC'W"'.,,~ ~
:'C ooe "!,,,,,. 00"<'" ,,,,n co""a,A c~cu 0<1•.., a"OOI'N~..t' ."'0 ....... ""t.. # "aflo"-,''''C. 0.. ..tu.. ef tfte !ftOlff'\-" JtfOilp'lll tit ....
I;f,,'" "".,._,UC1U·Ooftl"U"'CIV\,""01 "0.......• tI!' ' ~Of\..u•• ,....~ ",·"\4t #\t"""~""~~"""".""Of

.t:&.. Cl.e"I"t.r ...' vr....c••~U"-.... "'"10"PtOt.Cl ~<&0d O'• ..-...I.n~"-".IO ,,~ t1\a.. ta..to~~••,.~
:r .....~f.nc:. \..U:l# 1'1\ Ctlollll'tl N 1'01 M -.oWOI.O \0 oroc",'••1'ICJ ""'~.'1' 'l'IoiI"'~ ~ .. 'l'lof ......... Of " NO«~t~~tl\lfttKft
••., ,I tA ,,,,.....0"1 O->-~ Of 1Io1'"' ,"••IftOVf'l! Of .......... ""htt'I"'C. '.0.,.'•• "~t" .. "'01 _It Lt•..-~..~ ....
......c.c~.... '.'••I'"\I~.CO,. O' .., ....., "'~'me'''''l'lO ~1tU\••'''''OV"II .. !fIoe ~ .. '''''I1,.ft(.tft(:t.lU.. l1f'IOI''e ..,
:'"1 e,...'''''I'I4'' nw '~lIftl~ ttf 'un~ "'" or9('O.~ f '. O' 'PI,f '.¥09\ 0' ,1'\., 0 ' ....~.t~10 ..,
·.I.Of\a1 tl'\."ta~' ~~"·.ll. ,"'au ft01 tM~ to ' ....... \,A'U" '"""" .Ay OOOt9.,tOft.~ ""'. l" ...

t: ..~,M"""""",r. 1..1l~' t"'l,1l 00'"-'" '''G ' ..e llfI fO"C. CII.'~~ _-- Of ...-.. I. OOI<V 0' 00IIC4S Of .rttura"CW aw.""", ... .,.......... _
""""N' ltv! "Of ~"Ja•• 'a",,'., .~~I\t&' ' .....m ,...~TI .", '''I 0\./"'. Of~ '.,n "':<':~l'\'...'w ~.-of~~

atft\l '" c."tt ....: -:~: _.,1\,,, f~ (1IU."CaltOf'O or It,. ••••~!: e~~~ ~~~.'i"'" ""a~1 ""·tt:f\4' lo.o.&l"l.~MftS taII,.t ....~t. C.-U lI'lS..r.~ II' '00'1001' ff"!...OSO' ."',,, OCI..... al'lC .~ W'l 'o'et ."' ...,~~~~ l.aaM • 00tCY ,,19ft1&'~ ..........
........~ • ".tOC Of 1·1 fI'e"'''' ••t'" >os.J N".O.. 10 ~IUSC' -~ lft'lJf,a~. t " ...:: c:::-.+ .... ~'J "lIt. ".••, .,.,.~....~ -=-- ....
·tOO 1ft me~ :,.•• !!'Ie .·.-u. eOl'tllf'I' 10rtf'JI"''' 11'4'" """ ...."'f.~. c:o ·.~ ",,,'I "'cC'VIM S:"f''''' lftaWfWllte.

f:' L,a 'f\tFl .... 10 \""'0". 0\1""'" ."'. ltf1'l'! ~"Ol ." aoo.tIOf' to""~"" ""'- aftllOvl'l!t .. .,....~ ,.....,.... ........
;~.,... vt"IO•• m. lJfur\ I , 0"" .~ .00... IlJ(1'\ D"'~. h-o 0"'""4 Ill'<. e.... -,,,,," .. ~Itft&ft h'1ftM~ IUCI'\ .........
..... • I'\.tD" t~ ..,.-::It''''_ "'l1oI'" Of,,"•••• C(: ..:."'t:~ ''''It"' 0' 0-1.1<0'" 0' ,-"M' ,.~-..-'"0''''''''~ Of ..
\1 ;~ ..t't.~ me 1f'C".n.~ ·.o~ e: ::"1. ,J "'.. 0' 0 • 'a', ~ , """~t t~ "' .......
'...0-.11'" U'\e we"':s -tu. Joroee ''''~l 19\e me '..'I••• "01'\I~' C'~"" ,rrO- e:t..o.~1!"lO"''''~l tfttt Jliaft ...
• ~"$J. OC:loI...C S... -ore. -.... "'-tOG ''''Itl ,....- "'" 1O"1~ 0'1""'Uf'l ,.UOft&OW oet~.. tor~ ..to~ ........
"""""~IftO'I'''__'''I'''''Ot'''''''''''''''" ~'f'\O'~ ~.... "" ...v.lf\e.u.......... """ ........~ ..... ....., • ....,_.._
: Of ....~.~ !J;"I" SI\4.1"~,.,at"" IIfttvtaftCt~ lOt' t""t h .. -...... 1 _

fel "~..,....,.,..•• ~••"o "ute~"t" ••• cart 01. '1"04t"~"" ''''.-- ~'SI".~~ flOt , tor M"",......-_..
~ I'IC. UJt': OY 1"1 lea or Of'!'kU'OfO\' 01 I",O~~I"::Ct:-.. ~''''9 0'~ Nt\.

ten ""f' =....."" .vc."~ ""ct.net to \,nlOf - )OCf'~ .'t...-~'"' le,," 01 a cOOv0'"'- .....................
If sa:ta:.t:-""1"Ir t'-rCt~:t 0' ~~. al"t:~1 ~we__tf!l"t ·"l:.l~·~t ::,"'.;.«\ ~.'-d.~~~~~~ 0tN!-' ""0 =: • 4..... II _.--.-..•. uu.o' '""- .it.= ~...... 'C \0....... 1 l~at.~l'lt or me .~-O~o-~,. ""'C'I aul'¢.-..ort 10 tl'4~ ....,~ ___
lal me ",..'\~ -"4.""' aw:-: '~O;tl'l1 ••• C01"O",t.: t' ma ttrf'Il e~ 't ~ "'0' ••O"!'e ~...,..,....., "'"~ ...
.... •• sw:.~ ~cv.n_LeU"t ..~ty fOlore~~ .... l"\au ~ ~~a:eo ~....

1-'~ ""t,,~.-..~=,.. ~lI\&ft ..""c:-::e "-C~.~,......8IIC _
"l ~ tNt MCm c.".,."t IUve 0' ·....t '''wtaftCi Gu.:. Le.... ~.: c to " ...... C't>tS., lOtICteIet......,~ ....
I;"''''' , Of ":1t-~U"e••fl~tftC~tl'Ie •••• .-ftC. 'I\C~ .:'" ...,.,."Ci.....- ~, ..~ w ..... UttUOctef\t .....
:""........ art: ~or.~1Oree\o1CtlOl'l.'Co..~.,. ... ouw'lItCeft--c.hO"l...r- ·~f'OlU.. 0f'I0t~ ~.~

I _""'" _"' It;. C ~. to~ ...lWaue" 01 , ..~ OOtC", .""""11'\ ....nor WtWI or 'tt'lMf'I ., ...
...ftC.,"C ~-;.~.,.r.::s: :.fte~~ to ~ -c~.~aI\I"t" : •••:-e.. \-tu.. 'IMIft""""'." ..
""'" WftCft II\i1l .....e... tIloe .tu'faflCa 1tOtoC..1 ...~ to Oft ••, I J

, ' '~""1Ief'l un" O~ "'eu.o' u:." f'Ir'W " e"'C at'~ III~~ ~ ., .....
:.~ ~a·: ...~ ..q:..... Ottl':.Otl'\t. 'OflOa... Of ~_ .......... .."....,..~., ~., .
'''Cl.~~.CIS or el-..;e .. ",........~a.-.: 1oI~:,. '''"lJ!IllI..r#'f'I\Ce eoooe,,'"~ at l1l(I,,-,-_ &we!" a ...- ....,
"' 1I~~18lftt"':~.~.., .' ""'ftC1t ..O"ff." ...~' ,....""tIf"C'e.~..W#...ce~..Qrnef1"'*_ .....
..;,.;a...- .. C01OW· : IIf\ tftoI " ,

tS~ "'...,l ,'~09\,..."."'O~1\."""'-.u'".uort,.....tt'le•••-.. ~Pt'..... ., ttel'a"' ., ........
'0-' IN C1Jof'ICVC~et ••n •• , ~Ol••~n O· "0-· ...... ICH..·" -0""" t~.Ol'e tlI'l"'t'O .. ...,....,.. \,n..."' ...
'f twf"::\" 'fIOa-ft••" .... p\o,: 1'I.~t \"••~ "0"'1'''= .;.''''.,.- al'l c~· ~ ~ .,••~".,• ...-"' ...
rittOf' Of' "'"'" • :,"'1 to ')it Otno""".: lr\••' '.-S CI ,ft., "009\ ~ "'C••' ".. " Me " ......
: ..C1 ·..-:'0.......1"C'··C-'''4'O.''''''.''co,n 1!~=f'l'I '", a.~••"'O ,~.,. """,-"""".ltIW..UCft""' ...
01" or "C ".";"'l' I""~ .~ "" ca.. ''''l••~1I0" .... ..-oc...~" ..0..-..., .c•...,.. ~"M' 0 " r. .....ICA~ \AIUIIIt...
ce tfefl'I ,""'0' , -e If\t ' n •• J ••,.~u ~.. c~..""'" ,..e.Ct to "aMI ~ft ~I..,. .. Me _ I, tt .
SOl' PI.,.o., .UoI.-. C' ~,!"'UIt;.:0 e'':~·tlt Of """"ryIe"~ 1ft .....,.., ...... -. ~.,.,.......~ ........."-

.OY Cla<fft, Ct 1ftC-.ot .ca>ftSl "'UOI

I' , e' ..- ' U ...... UU•• ~...ft., 'f'"' tf\a' U,..,~ ' .,~.~.~.,__ .
·!WIIAe· .-C'·O·:."'-:.:c'I\4t,OOO&.••••, Me.Cl"~AO ·"""' " .. ~..'" " ....- CW~ ....
" ..,..,. ' ':::N~ I1'ItI ....- .., "0' .....&1 LeuO' Of 0. to* """. "'-t ..tWO'" .. ".,Hot L I~ or~
~. kFC" ea""t't 0' .fttoVf., .. CI",Me 0 ~ "'1,11" IfO'" I.~ flIO .'9C''>C''Y '.1 ••~I" ' It.., .
., "'eet' .' 0-"'1 ••-•• 'ODt"~" Of~''''~ 'If co~a,...-.... .' "f""~ ...,."..... .. .......-."" ClVM ....
..a;e Of "'.~ .,1.,.10\ (0"'0.''''''' '''1''''0 wOO'" I~ , .. ,,00-- ""..... O' t~ """'ft!9 O' ~I'I'"-~ ..,. ....
" .~.'., o en ."'Ct 'I;,'C:." Ol ~' 1ft. Ch.I ,tIC'" Of "''V•••·tfW "'- ft9I ..,. ..~~ .......
Of 11\111 "0\ :... 10' '''y 0.1",..,•••, ..,"" UOft\ .ft, act .. ""1'(' .. '''9 .,'Iot' teN"l. IIW "" "'" -ftC"", .......
...-... ..OM~ •" ".",.fD.~ _~ .."'-.......,~O, ••'....Ofllt. , •..." ....-.........~ aUCfI .. ..
",. CO-._ "Ae.· oI\I""''''C' "''C., ••0 10 .. .-.-.....~ to :l io"'" ,~.~ ...
'0. II .OOfll ~"' 8U,~ It\e" e.t'It~lIfttvtl~.""Of'eCt..,. UIoIlt "'Ct, ....-ce " ............... ., -.,....... -

" .....'0 ..,.,.-.-.. Swo4a.~ ......t Of~.......,t' .... ,. if ~ _ ..........
10•••u:.o: ••• "."19"" Of ."""" ICI.' 1,.111•• "" .eft ", I,.lilH ,~.. ~••a'f'l4 ' ~ .t 'lI.&lM"H· OIOlCA..I'f\&te..,.....,...
.:",..111" ''0' C09ft,.C .., "',"' fle. "hC:Y ,.0",,". to '".~ , Dvf fl. 'e ~."'f"'" 2 ~ " at , ,_
• HI ••:."~O\U~O' lI'OOI".t ,.uo~..., 001100"" \. Ot lift ~ "'.. " 'Ile" c..t....,.1ft~ terc .-....
... _'tt."l'IOl.C.I.~..... _._tf\.f"I'¥')OIO.n.·t." I••" OCc..,...-e' ,W'C"'.'~""".UC"-.IHAO""CO~ ___
••u •••' I,.. •• tl.f tf'l4 OCC..,,,.."'CI.

'
."CI'I .''''''01 '" , 1'IIOfIot ~ •• 'O' eta '..... 1>4" "C''C' Of " or ''''''''' CoINeI.,.."..'. ",.• "a... ~t tr\IlI "' tNt "~"" .."'....." "0 '~' .... ·.ce·.. ., I\/C"~' to " ... ..." "OtoC... ,,"..-. " .

. '01\'0 ••=•.• '""C" ., , ••' ~.u ,."I'IM .""O\It '._~........,.. If"" \, "'0' oft .iI04C'" a.."" a!'\lS L c~ "' ....
'''411,. ..... aI'Ioa" "0C'9&0 eo ""Ie_' ave" 'lto ,00ft at , ................ "" flOi , .....~ ce..etWl twea ......

.... ~It .. Col"'.... aI'lC ""-""' ' yo,. ' OCc..'IO'lCt .. IWCI'l ..

, T.~' D.1l'UCU","" I". tllMlt eun"t "'.~""" ",-,,,,I~ ·.I t~ ~C~• ...-.... ~ .....
•"'. ,".,o'" 10 " .....-."'4tO .. "nao' ~"'6Ht'" to '.' 011 • 2 l*"CtwO-'" Iif'" 'OI'i 'we...........,. "" .,..,..... ..-".,t "". "'AM 11\1_ .",.,.,....,c...,~. AI .' tI\e ~ VC" *'" vClolDl'l

• 0 "" I ' .'T.-. 1I 9'!"VMS " ....,..".. Of "'-"'f'" "'OI''''' .. "'at LeM& to....
t Lon 00"'0" e.t"C".AO~1."'" ..au••, Ot UIoe ••'e" ~"'reflC."~ .-"'-91"~-.I''''~•• "' .
tI'I ••0 .. _UWI )0",,,, "n.' ......ae .. CJC,.C.wf..nca .. ~....-...

~.~
ztl't f." -=--- .•.-..

-J-



'-~At:t.ch.tnt -112
Pag.- -)-2ofi6

._ ! ~i. • " ~ .. .;t ..
. . .,,....~..,.., ~ ~ ....:. ,,' W-"'H~.~ ~. ~ .. tI "9'M'''''.,..t~ ,~t.~ ..••••. !'I' ""t M~~~"""~ftO~ ,.,e"" " ".-, eeNOftVn .....~ ~:.;.:,tMlC ,...~..I ..~..,.. 1.et;·"· ~0' '*' \tIIIIf•••

•, _.-:* t., .......~~ ""':"'l"~ .~ tuC'I" u ...~ Mtt"Vet OlIO ,~:t•• :to "":"11 Ot" --.... __ __.• ;.. "'..~.,..J w~"* ·~ •• :.•• ~·~~"""_·••• '"· ..• - ~.~\r"'·" ...e........ , ...-~~~,,,,.·
.; Ja.,\.... ~· • j.:' :..'.:;a· ., r..:"l\'': , ~. 'Of ."," ".-. .. "t~. i."\&.tlla"'C !'!.-..= .....

..~.•~.--:.~ .. t.n- ••~ ~....-. \file CO I II """ ...... ., - ......
•"-1l'~ _-

., T.,... ,UOOft ~ \. t~.Ifttl t'ft"*O" .....
c,--e•..,. ...... : ,..-r. .". '" f'l~. Nvt'IW "'aft •• " to "euOf \euor tAe4. tf'Ic .eo-tlOft """"' to "' :
":w.",, "OOStt •• to IIo:lI tf'Mtr ~ ...~ ." ., t...... . --.....

~) ·~:';::::.~~~.u,U"#tl'\l l'U...."".t.....OO'l<.flit.It' -'n.~............. ;;........
•:;, ..;,.: ~ .."'t .-.~ " .-. ft• .-f\OC" ' ..eMf'ly I•••• 1~""00lt 10 PIt , ~·t o-9P IIIC'tllll ~ \. ac.
~ .. :>a..~., \. _I".""'.,. I..)OI ..,.t.U••••'t•••'O·I..UO'I '.\ "".~tomu~.~••.c.u..t.....
•:~ ' to-O,..~".'" tI"OI' l't ,.i'ftI\f'l1 ttl •• ".a•••"•. l'f'!'. 'tOU. «l'I"'lC"..• "" ltOft.' t1'Ioe:ta.~ ... .,.., LetM't • ......, ...

. 1! ......... "'4' lottU ...,... __.. ,... ~.M .. "',>11'"~ Il"lf'OI14l W

_: : :>,tiNlttlft .' 1 T.I. A' ill"M~ ' orOM"'t'Y la.· tf\all ""C'V'Ie ~ til ..
•,-......c.. ' ,...~.·UJ M--"h' .'Ut. IOt~'I"."'.-..,I."'C ••••111'.'1"'" -1'M.Oh."••"'t"O#... fla ,'... ....-ea.,........a .
;•• "" ~,:"4 ...... c.. ,:.o."ntt> ...,.~t9••f'.I'ett9rl'l,...,."1 O"""U"'OO' "'~\j/'1 ~h'" ."·""""~.H'>Ief_.~"""''''''''•~•.f'I" II" ;a.~ , "'"* ,Of i. Of oil , ~••I.· of' .",- '.,,O·O"~Of ."tC1' I ., .t.o.-~ Ie
.,." 0' O~•• ""C;~~u04'f" 0'" ••••ft., \.t't"" 0".·.... " OI"U~ ~"\'f ~.I Of ••~ .. 'I. -00"0 J't , , ..v\<OA ~., ......
' .. .,.....,.,. ""C~ -a~.. ""- "'lIIit1Ol'l 01 '...~ 'Ill .f '1'1" HO&tAOII.t. "'. ~ '\I.v" 01 -t\lC1\ .a,~~ ....
:t"""h~"I 0' ....' It'OOlItf't~ tat.~

-:3 J0W'1"'_'~ tf,... ......_~.".flloOt.~~..Ul..C t..u••• "'DdttY,,,.ft ...."'.o....t.O.. ~"Oil'lCf..,. 1hft
'0' III 0' !"'....~ &"'0 ~~........-.~1Ilf'lC~ .,~Pl.,. I~ tea o.'(t' .......c , ..C'I D'OOO#"O" to '" "~'~fil o. I. tI'8I!I!I ~
.......' 'I'~ ~ 1IH'l .-on,~ Of tvC1'l~, ""'·o."""""HOft as ~,. .. ",,~o. leswt I _ ••
,~.~ ""'.OOC '.Ir?l. lif\aa"C~

·:.,........~T.....
II' \on... ,""il'l ,."DftO"tIt~.....--ev .,. ,.... u",ute lea'''I!.'''C~ \/00" tr1C. hl1\O." .~ ......

.,.....e.... ' .."'C'CC"••,\......c:~If\.,...~~~Of..".-...·f ......1"oc~S>c't I.nMt." ... :.w... Ur:.,... ,••awr..~ ..........
''''Cl 'tl ~:..-... "'~1 -.rCO*~ '0 Oil .PUl.O '''C c·ne: M~"'lt'.. UCI'!'l 1N ' •• 01'0=-.,,, Of o.-Haor

':. " t.rI ~·O~..,...f\.II '" - .. l"...,.t,..'....,..,.. 1. , \. _ ..........
'C i.n... ..,11'\'" 'C U'Y'l • .,.... ".: Of ••,~ Itltltmcrt'\t .~td'<: '1)Mf\~ \1'".~~ \0 I. , I Of04lt'""

~ • U12Sl'IlIeL
....... ~" P ...., .-s."'-'~'~ ....~t'Wt."'4IO"'.·"" ...t~.-.~~lOfII'lII.............. .....,_...

ta ~....clof\ n ..n:. PlPC•••1~'"'1';aul.'.~to ~tU" ",tU" ll\au IN,, ••••.,.......~ 10 ..~..,~ ..
: ; .. lQoot'l." ,.!'H W"'!'!'I etN'l' ....-..n

':'~..~"""""".: ~ '" e4'.c.~ ltn..S!\anftOt~f'ttY OYOM1"I~Of~"~~ .
• ftC"M.... ,il .. .--. Nt'! Of ~n"" ~ '" ~I ......... ffI~ ...-... WlfflOU!l '-" , .,-0-~~ ..-.eta ...
..-..~T~... A....,.~••~ traftt.tef MO"~"~., ~t..cI'c...... ..
c~.~.. II'liI!I~

'2.2 Lft_ alMa.. ~.1<l"t4~ ........~ 01 ••t"#.~",~ U ., ........... -...-.. -.
~.~ ..~. c,,-,ftt to tA't' ~i)t1llOtIttOft~ c~.....~ ., lit VfIeIt·t~C~ '-- ....
c:;..,...~,.."".~t..... """ ......It'.,COI'ISOUO.I1Ot'i-f\l..t.." .. ,••f\ Ct ·~f_~.~.l1!l'\le_ ~

t:~~ ..1I'le~~....-.c~~~,..~"~ ~~.""1"".j ~.'fjjjie....,..
Lo "" ctI ·C"'..1t"a"l... "0\ ""~-.., .n~~tfIf'lM~·,..,..,.0' ~.·tf'lIe~ ..U'l!ttIo -..-...
~3I'f'';~ Of~-...... et'1I __,.....,,~ot......"~11!"e~II""t.,........ tN~.!- _..-..,.

•:, L"Me -";.'1PtUot\.tU:l1l~~,~O'••~ SI'eII L ...- ......-.:tr.,....,.. :a-, _ ........yll"\ I"t nCl"fll ·clftt-.t MftOII""le~"""' ""'-_ ..
;....., ~IlI\eJIMt se:-a ,.\.."OI' "" "t1ot C-.... • .-.......... , ....
1tCt......-..~ .....,.Mau~_~.\fte~ ~ """"" .,...... t ~ ..
... .......,....~ D!'O~N'ltet t....,l'I\."oroc.... ..,..':':....., ••*"'t .........,. u .."' ~ .......
••~..,.. u-uc',.,...CO!\ ~ t~Ot.~ft.,.:Ctt1ft11"' "lD .,,. •• f a u..__,
.............ihIt~ U L..ftH'e.IflC-tf\OIItc: .,....,UftMM__ __.._......
L....... .,~• ..,.., L.aaM.

':« ...........~ t4'~ ....,.t\,.......)J ...teft.~..",..#~.,...........~-\Aaet -.

~~~.;;:::..~~.~::o~:.-.:'..::::~..., ..
c.....-e!"'lot ,... at ",.. •••• .. ••~ S"_.. t1Il"IavteC""'vt~'"NM~ a...... :1:J:..
: .................u ....... f\;S =.(y ......... , -~ ! ....." .. ~..... $f.,.•-.... .. Oe ~..,...
f""..-r:~!f\P",:·!:~,.I:Kt,....~"".~••J\O-- ""e :-.......~ ~ __
IJ"': .,.""'c. caa ..,...C#I··"'· .• .. .·t""tO"ttftOflPleCOl'l. •• l. _ .....
•• ~c" -M'"!-··· .. ;4." ~~ ..~V\••~!fY~ t"e~l.e""'O"'_.... •.. "tI'lIlt
"'H'!"~. . _ .,.•..,¢l'\""'"~~wn.. f \.e 1 ~ ~ _ ....

~ ~.:;:u.l~. :9.0 ~
'10....,.:·.......

•~. 0.....-..T!Wac~.. Ift9..-.or..".._tfte........-. ........ --COllIfIIUIe......... ....~..__.... ..-.,
tat 1'....cat~.~~.. .,...~~I...... • H-.!.....~~~:::::::~~~=::;;;:~::e;:==:=:.:~~ ....,.,.,....•",." ~,~
Ie' T~..'.~h\...I ... te .......~"!~~.I"\~(~~., ""'-\...,. .......

.. \0..... ev"". !f.......cne" U\ "f'9taOPl ••, MOW IUCf'l la,"'"~uC~ '-' Of 10 ~ --.... ....
~Iao' to _.1... C·o......e f\O-... 1ft.1 tl ".1\a~IoI'"Of ..n I H'• ..,.. .. kIC'" ma' Me1 )0 ca.. I#e Mf'a .., ..c... __
L.I... I·.·,ftCl .....~te.. ""' ..'~i ..... t ...t~.~"C\#... -lIW' .....~,.."OO· .....,.. CWtI
\0 t.Oi"'~.<OtI,•• l':'''' .., ....... '",fW~t .ff't~ 'Of 1M ........ et cPelfIOf'r hal ., .......'--_.........
--... ,,"," ••<we _ru1It ., • ",.»eft'" ~''''''.UOf\''.,.~m~· rata' (4t ~ tuNea __ ..__ •
..t ' c••~,I..'s .- _"'"ftlO .."..I 1 "'- ••"""~Of."ve .,'~.'~,.I f •
.,..1 loti'" "II.ta >out.a a' "" - ••s Ot" ~flS••• tA••t ••, -. I. -. OU 1IlOo ....,.... • __......
.... • ,.• : _c~ ..c""-"~..O<tIillN ..~..~ Ut IOCI ._-.-.
...........eft lNhl~.... OtSCNr... WtCftoI' ~...,.

'.' T~"K"""'"... \."..ma' __""'-f'et,,~,"'_I.".or... \n ..., ..-.. ..." ~.'fl" '_~nJ.~ '''l _ ' O' ~.~ ~~1~ OJ ~.r.... I ~••~ _"-"t.•' ..,.,. __ ~ .......

'3: • .-.- l~"'it --, ~" t~ ""'1'tI. ",.uft Ot "'''P .., Lt /ftI'f ~ WOl1f' _
Ce""Ia--' .... _'f\O..r! "'UOI til U"le ••"~l" Of 'l'I,. f"'" Of ~.,. .ft<" I.••.., "'t'f -. ....- .. avo ..~.,......

f" ,. ~l. I."'" I ""ff"" __ ,"S"OI' Of tfte ......., .., .c.,. "W'''' If\ -"eft ca•• "'" ~••• U\aII ....-
...... _-.. ~. M ..HI'Oft e' n to I."'" 'YC'" " Sftatl .. lIftf r~ .......
"'C",f": ,,, ".UOI .. ",,001\ .. lon oAC~.Aoe hi __ -.0 t. 1"- COlI Of "C~''''f , •••" ~ .
.. • tt.", L..c c· C.I " I..".~.I f.t<Of\ ....-••• ' 0"- ".·,.... f ~....- ....

... • ' """ ,·-t .f ••••C "., ''-' c..,.,.~ *'tt C'00I'l ~Of ••~ ~ .. -"<"" 11'\0 ...-. ..' Mwt"IC ..

.... Itt atofc" ••• ·0 ••CMOS U"4t .~,., hIC1" .."t'tlO~'''~''''t 00 "'\"1.",•••' ,INt ,..~, 11\I' ...
....... t:Ol'ftIIlIkUoO'f" ....... lIn. """""'1 .. ".'.".Oft " .,~ ~ ~..~" ,••"' .. "'" "' .

'It' ~u."... ~•••" , '"'''''.00'''''101\''' -,,<ftC". ~., ,••~" COI'!t·....,."".~ "'et., AOIII. .-.. .........
.............. JIUO Rf'- I.,~ " ~••tf L f"" '~ WftOe' 1ftC ..
... • .. -.cOif'WI ...,.~

fel ~• .,...,I'M'r .........., U'SMW~ ~~ .....

", 0.••,,""~• .., L.I I"" _ ..·.""vNft t • ..,.t.......- '4O'l.I~...." ~ ....
... •"' tft.,... I~, 0 _","" -at.c I. ".,• ., '''0 t. , !'IOt• .,.1 .,.,,,~•....,•••• ., ..
...~w'"'O•• t\a_ f"I""'tIlN '~ "".......,....'OI." ""-~ aoec ......,."•• IOf 1lIlIC"
.... " ........- , 'W'¥ I. , VCI\ __.. -..)O, _...... _

.... 1l\a0l "'C "" "l,,_ '~_~ ,weft »4.t" ....... .,..~••ROf' ..........,~ .. __ •
-~ ..

-1- ......._------



AMERICANS FOR ROBERTSON, INC.
FINAL AUDIT REPORT

:....
" . : ......

."
..- -...t "" _

~, ;.''':'''''':;';; ,.~..;,.~~. '~;"'~~;H," .."'e'~,,~c;.... ~c. :,~...;;..~."O, It~;"COf .:.....,;,~~~~
.." ~n.~.uC1'~~N'''' ...U....NIIN.tO.neot '.~r:f ' toJC"...,O""~ T_ ....,
:"'M ...: a.:'" "'~IfC""''''...ftiltt'IUI...,.1'\O ~IIOI""'"""""". C' .... COStl to"'" _1Il'\C\Jf URftOf tllf trv ~

• __ '.I.• ~•• ·~ )<·<t·J· "",~"",··::'"'.~.11oo"''''''·''·.''lI'''''·'1oo''.'''''''fl:':HCi'v;.,,~· ~: ,.fW ...-..\ ~.. -.~~ _ ;.~ ...........~; --..~. ~

"~~ '·.ir.\e~..*".,M't:... .",. i ...u;..,..:~~oo-e... m~....ti~vi'."i"'fN.""t"'lIit.......
... ....., ~ ..........IIM ·~...,.·t'"...... -"I- .'fIlIIMIl'\lIW" Ie II'le .." to tIIit..,. ..= L. •
~."""".I' trt!Of.'~~tM'ItHnIFI" 1Nt" '0"l0'1fW "OOI., tft4t __Dol. • ~ -11'
1 \Nt"'" ..... •t t?'le - ......... WNCI' .. "'0\c.c~ """"'.~ " C-OftOeWWWbOA L MI , "'e&Mret ..
"'C'.'C .......•...C INv~..".HOt ...... I"" n,••~" "'-......... ",.nH ftOI~ aue'" '" ,or ." ' .....-a .....
,..... •r" .; t ."" .n..-. ~O'"M-.-.o."'tf'IOt "".. "- ... ""."1"0""".'" ,.'-a·. tr:Yt ",.e , cr ' o."'~c~..,...,....
t h t.~"'u,," d~t""'~'i'IOlt.'-"4"'f'\4",,,.",,.t.;c,.~~._"''''·O>'~~ !'"'''••"'M lI!'\&'''tIlt'''!t~ en.a••_.".•"":.' ,...._••,f".~ eUltOttNlf0\4 ~"" ............:we•• "' '·OH··hO"tl'\&f."" 1'>OO••' ,""..."tOMietll ....

•• ..-;: ·.'· 1;1': t~ ~n "".....'Ot~'-... ,.",i'\iIC'* lu" "C'''I'I..... ''', ,~,tf\.f:!(. ·O'~~_ ..........
• ,c.uI\C",.!'\,••·c'"' ·..0'~"...·\f\.t.. hlNt ..OM".o'-.nI0' .l\t'.~i ~l'\ •••J'.'l'\,Ii'"~oe.IC~ttDl'l..,~
........ 0 11" "lO.Ottf:',·.... U'''''''4I>'ff\ot'.. O""t""~'CI"""Oft.'0· «: ~~ t1'\Oll...n".~ .. :w~"tteCl'O *_

, 0' "'I"\.:t '41 ~ ," " .. " '" ."c '.-o.a~ "'101\' "'OCl4ft" lI" f\tt H\tt ",I'" .. ftC" t.~l" twCA
)l'\CHtf91"'" >l'I "0' ' ;0 fI"4 •• '."", It' .......~...~., ••~ t .ta 0" ~"'O' (l) ~.... _.,. ,..x:'" C'O" ......f\lI.l'Of' ' eM .
4 ~.-••• , " .""'" c.,...JII\N.tOf'I .u..·te l~ I.... · • tu...... M -O~ lfWtof.tOt ... ,,. COJ'\O'~tvt .......
"" ~, '''' .tf'\Ow'!'\t of' ••~tn .' koiC"I M .....""C. o,a.I'IU,,- '..iii • •• '0 (;="""O".~. ,...cl\ tCDlItI L

•. 'f 0404.' .... al "I 10"1'1 ......o.tlt. 'Q'''-'''I "'__~ ~.,", '''<1 ... 0 0'0<1" 0' ... ..... ..,....,~
) ............... t ~I ....... ~.'.Oi • ,•. tflOe • ..,ot'\ ~ I .~. tt'O't".q.•••~.t " ..,...., .. "'.-..
• ",\'\w:: 01'1 .. "1#4' ""' , tf\. ....·c..e1 a"" cc' 0" q' , ~ O" ...... ,,- .~ .....1.-.... ,.fO\"",,..,,t1O ..~ ..

4t.,,,,O,I""I\.'." IC· tf", lh C~I•• ~ ,~' o ~, '.-".O••,.l'llCroOoe"ly ..I\iCP\LU.., ..
1\>C1\ I.rt~ ,.,.. &1'1 tf'I'~'1 0· ¥ OCHIOf'\ , ....... "t'.',.. ~' . ,.,.. O'OC""'''''''Q U .... 0' .......' ......... ., ..
........ tN Of'44f n..~'o I1'te "r.~ 'flaO.:or t ..", e·C:K"y·.. - '. • "'.t 'f'l tIll9"'" l~ as '0."'" ~
...r'.... ,0'" 0*"0•••• '"lII'Iac~'''C: ~ =.... O·'.~~041.· "" ...~lll ,f\t· • ~ .. e· ....·'l.•••• "' ...
...... ROIOl'"•• C .. l>I/....no...'s'..· "'C..,O.~·,O· ",.O.. c=·:tO"',O"" .',oe" ',,," OrOI~''''''h ~"'''~t'''''''!.' OtOQe""!Y 0' ..... t' •. ~ .......ve'" '..... ~... ~.".."...... ":1".'•••• C' ••"0" • of'l, ....... , .... , .. ' 1 .. h '~UlH' ~ ..
• : ......1..•• • :i~ o.l'~ ~tIo~'" "'~G ",••,Ot. 00,,;"00<" ","0" '1'<'1 ••••Q'.::I... ,~ UoC .,oe.· ,. 1M 1'1'\"0 uny~y
• f

•

c

l.c;..~~......
~11 l.s~c.~•.

III ..n l'I.al" ,~a.... ,..... veo" "C..... !ft&.. ..,0II nC' Ct-'" &t'·e· ~t('. t"C.... \.lt1l0" ...~••ca~ .
••••• • altl"" ~ _.~,~; '" ( ..".1 ; ll'\" t""., ,,'.1. '" ~"'ee • Ie: ,"e tOtC, '''0 '''.C· 'C' ,I "'"'(,\0"'.0 .a'.no uw tltlUCl\
4C.hUt>~1'l''''0 ,-.~...-; .....~ t:\>•• ~ as 10 ""OO't!..~ "'" .... '. ';)f<t. '0\0 rt··.~·\ I"'C~ .,t, Ie - -C:'" f'I'W ......., .ftC~ CMf'fI'I ..=..eftC. ,f ''''''- 11\0 1"\ .«:~,..,........1ftCV'III ' : Ie .. u "e-ooo~. 'f'l.. ~wt1tC! 0.'• .,,\& ~ tf", .an Of L~ .,
H":lfy1.~~Cf\e.qa""'uu..........~ A" we~.a~ "'~"' :O~C'ol............H1I1H>1'l .....I'l"DtO.oeCf.... 00u"C~.,.PIC • __•
,.~

~l l ....... I J.4.> .;f't '= sUC" .~r.........-.~~.~ l~ 1-'" 0«C~ VOOI' ",n.. h' t-"11ttS \........ ""....
~ ~fll\OC"~''''''It"1t~' I'lM'C~ ~••,. ro,; t"\I' tNr "'1'lC uftC""" Mf,~U'" IoUS., .. 1Mft~. _

'lOt 'tNft Of't.~ .. """1 !\A'''''''''' 1ft 1#'I""'Ca ~ .""'''' t......".. ",,*y ..~ \.ft$O' U. M'lvtt ..~ ....... ..-.
U:: f.f \.KIoO'.~~lCtr-M"'I 0¥ :."1'.~. III '''y "" ""'fltO· "'n ........., .tt...... '.e.~• .,.......,~

If'-~'IJC· t "~".c""~f'~........-a ef 1.1 • ..- .. ~ 1'1••.,.•0-. 'rt:w"~.'"h,C· 5..C""l.t.~ .." tJ'\U Ift(....... TNt ....
oNll\C;;a; 1,:.I;~3Of \,UU1I """ hotCft h'\&"C1.I1 "'l4tfllllltf"':,J aJ\I" :Ie "I'e...... '" e....c."C1l.fIJO~".. \iMO ON. tel\'- .."....... .....

"1% " ......,-,1......" "tlIot,..- ......UO vM"': ....." ..........."..-••,~~.............t"'-t-.OfllOwUhOf'tO'tfIIt .. _ .._1
~l fP' ,';T1:r..=......~ .....~ ".~u.~"~~: '" -".;.&:"I .~ '" 1ft4 "', cr ."v I,.,...... Of.~_~.,_!l!8P..__ .
•~ M"1'"'''' "".C '4l"ioC ". caM et 'f'9 ~"" !,.PIII'''' ',."'0'\ ~. " I''''~ ••-. Of ...., .

':;:::.~:~~:::';~~::-~=.t=:.'~~~~:::.~ .!~~~.:'·~~:;~~;~!.:.~~t~:..O; ';.·:::..o;l:·::=~=
~ ...::~c: U .~ 1ft USM'FI~ ,.• ....."~ -.... ....0lt'C1IW~••'......,.....

'" ..........,.,. "':'fIlt ...,.. ....,.........,. .. ..-. IC ~h'.UW"C"::~:ru~..........., _
......,*Ift?~ _.

,t I ~t ~ taft'll 11 .--..""OU""t!Nt lon '* .......- ."'-Nt.~ff"Of'!" tl'W ..,. ~.~.. hlCJII '.".."O' .ac.- .. CVt'I.~...a.I"l., ~u 11I\O.,,,,,, t,. ~ _

....~ &l\l1I1\C::>t~~ ~~., " .... ..., ell.,.,.~ loOC__~ Cl\at'f" er' '---
,u n.- .. 1aMtiIa. T .......

'., ~.,.,..8f'lC~ ..,. .......'f" ~,.. ~_......, :&•••• 1$ ,"'SL r.lft"~.tl.~~.. f'lWU",.. .....""MCt.__ ........
~,...D"_rlt' ~ ~'C ewe"'''''.~tAaJ:"~l rl!t1"" ""'." .. ~OIft-......., ..,
... ~I""."I oft ~,..•••:.~ :N "'OCmcat~ uu" It - ,..•• flIP' tfl4 I. e "' &hI.u~ __
Syt. :t*' "'Sl.0tft ••••,,..~ i5,.. e..:M I ~tr Of\"""tn"' c~JOf"~""h"~O* t',..~"....-. ..

t"':-."'.' ao••".,o,.'or......,.~.It"lI'" O¥..or "'t.lI "''".......' 1C"''-~ ... \lS• .,,~u." ..-.
:-..-.-e;u .....\ "en............ ",,"O'\I+- ' t1'le O:.:.;':.t~1""tt" - At' O*fN "0.' "" Of .o..ttta .......
l'C,.~"C.1N,..I.-UIl.......". ,.. l.~fIIP'.'teC1......,...~ U\f'I\..a... tn• .,.uOt,......... .......,_........ .
........JIe'C .fI\.~ ..t••f.w.-:~C.='C T ...... : ...'9,..,.,~O~.., •• r. . ,~ *~.,. ..

S ~1:1,5.~••tl~aK.·.l fl.C••••• .~ ."......~ _ ..
....~ ". -. ••. • I .'la""lO"$ ..""....... '''0~ ..1\1".....' T"'-~ .............. ,. ..

S.:.: ~=":i~, 11.0
'.,.., "'"' na&l" --...........,. ......O',"- ...,.... _-- ......~~., ____

,. ...,setOl' OO-.,. :!Wf oOft ...UO¥,~.""'O.· • fIl<y.c~l-l\<III!fIlOt.~tO ...f'lO..~ ..
...... • tOfU'''! to., • .., ......-I.a.., "'I'U" 1,.. KOCKa"Ct"~~ ..""lor IN" 1'104" ••.,.., .......
~.Cl'llh ........ 01 ........~~~ O'''''W\afll rNt ....'1,.. 0' ~...... ,. .." ff'lIt.~.~4" ea:..... ,....,0"... et ..........
;I I.wCl'\ ".::'0''''9 "".:"41 I:~ IiCC ~ kC" ""I

'.', !ItlIfI'lK.." "" ~ ..".o.•~,-fntt<'~ .~.V'C"~.,1 ~ .l ~..\.-..r.
~'r1\i".,.,.A·(V'.l)t4t l.loIf\ .. l.. ~, (.t'W'Nn.tll-.a1l V'OOI",....'.,IfIeltU"e9 .IK.,.. a.c'~Ote.ftIO _.
"""10"""~...~ ,.,~ ~

'1" ........., 0..•. " ""'-"" flIP' MS ' ~ .............._ ..... ......... If"r' .-.........~ _
••"ft" .,."•• co , Of ~""'f .Wf.JII_CIl1t."~",~ ..-.fltC."O"""'O"""'O ""U'"',..,.~•. "" fII'IOUI'It.,tN ......., ....
lI'~ Cf'Ia ' ~~ tN __I ~~ .. I ~~.t'\aftCl'

'1 ~2 e."...,. -~..~ ...~IIIia................. -..~......................~_..
~,......~ ' ...,...,

'1 "~ e......... lM:f' ...............~ ".UI ..~""""'~ .....na.. 61\1- ~.~ ...... ........-

'. " .1IIt...... I"~ ca.... .. \..Ie l.o.'''C'! tC .- .",.,.. , -. ""<"11(1'''' ...-. ~'''''4 ." ..." .. Of"e~ ..........tOt'I,o'IIt.·.or.o,\'.Z ,f\.I ....... lI\All~I.... tM"""'- ....• • ~..,...,....u.....y"-\A&M ........
..,-.. __ iUl'I .. ".,.,......

'Ill S ",....
Iti ~I\,' "'..Ie' ~"' vtllt..' ....••••- t"'O'J1"G "I" MOIt.,_ I'''''' It' ."'y.... ....n ...

..~,.,...' " e..~ ~ 0' wt'UCJ"',.... ~1.'" a." u "IC oe.,..-. MCUnIW.....
~ tie I. ~"'I ""OlI1e..t'oOI'tI COI'lSoaoo.IttOl\l ..~t$''''O'..._ ..., tow·... "*O._ ,.t\O.~ ,~,. ' OOI • .,....oOiI" .
....: "","'00'" 0' '''' •••-.. " "01~ O••h" If ~'I"'" "'0' .. II '.tt' ,"e to ,o"c., ,.,•.. 0 •• I" , o~ .......
I"" I"W ••0- I' 'f'\Ie M ""'~. Iftt 01 - tC ., It .,.O' ""'O~'O" 11\I.'" .. •' .....
.-0 .. " Ifttl '10 "'t "' ~eI't..,. Of"~l",.~"I" ,I\O~ -. "0«' '''''''1 10 "'.a -.........
...__ IO.\oIU'~ "..,.. ~''1N''O'''' .-..1. 0"00' .., ...
1/1 W\dI"'~ ., tot ..~... ...,...

..' ~ , ~._~~ ~ UCf\~'...- "'""" ....
......... 1'"1: .' ., ' .' ,.....,...,. ,. ttllot U 1'lG ••-~ '000 Ie _.- I to' 1"" _., ~ .....,....
~...,.••~ ....... IoASae' ..~ ~ .. ..c'I~ ... ~""" I~"" ...-.,. ..

-t_ ......._------



AJltIRICANS FOR ROBERTSON, 'INC.
FINAL AUDIT REPORT

~~~ :!~;~?:-;:~~~ ~~~:~t· ~~~~~~~-' ~-~~?~t~~':~:_ ~:~;~ ~~~~)if;~ > ~~"-

-'it"t.tti.ti-n~- -.12
»a,e'-':4-- 'of 76

c

•.•••••••, ..... _._.. _ • ....-.. :9C"....~ .....

• ... .... '" '""lilt .::'" -- •• ': :".- •••••·t ..., -.. ..
~", I!IIliI f\&t.4I\I"'-'.. ~t'oc··':.:t··..• •..• t __ ...lt~::.o.· ::.. _';';',~; ..

........~· tOO~...Cl~""""..-..." O" ..~ ""OflI\il avc1'l ateol"I.. " .
• r ..- ~ CV<.~-~ .. -"C" ""- oa"" " ' ~"M'Y., t • "n It ~I""fMCe.._ ...
• _ ." ~., ~:-. '-.. '·:~.fIlC I:· ,...•:""UI ·_::r "" : -.n_.,.DOIIC_ ~

••"". t:·' •.••f'04. ~. .~". It ~.,....

13"~~~.-... ..-.. MU~ ,. wMf. " ..... ttfI\ ·~f ...;· .......:::-r" ~.~ •.'-;.. ' ..iiWi~.·""'"
,......... fftat" Ntl'e_..-. tIWI ~ ...,.~....,., __~*~Ot~~~

,.,• ....,..,. t ~.,~ tfWJu \o ~~ '--'- _

~ •~ .... Vl&li at 1M 0 ""tOt. ~t. aft" '''''' 1'1II.~ iC I • ., 1ol1Nt~ .. '- ...,c~ ..........r to ".~. C' ''''y CI ." Of tWC:"~""C ...

~! :: C.,...., 1owCl"~. If ~",.. " • ~:rot.'tO" 'at" ·4'10 ....._ •••~:."h~ ~.. l .... Of' ..f\a" Of ••• ,~ ~.....-...~
........ ;Ni ,.." ~"C'II'Oto '-M"..-.f'IO .-, ,,,., '" " n ~ .t II to'OO'lt<tf\ • acCOfcaf\C. _fl, 0."." .....-.-...
.• IU'lI Of O",:tO" .,. UfO cotOO,ahO'" Of • 'C~OfO''''Ct w.,., •••~... Ot ..,: toreottf1Ot" '''0 U'\&I &1'1'1 I.'." • 0'1\0""~ ..
;"X"'a:lIOf\ .'" .UO·lll.l'IC' -" "t ..'''''. II ~." C"~O"'"'' n .. tf\a.. _fl''''~ IXh , '"It ••~ ot .
• , .... C CO:"'f''' •~ Of ""- O'..i.I." '-0f'00'1......~""... ,.u, ~ •••c,",uon 01 WIle "*'Ie.•

•, 2' ~ w.........•• ,I\t. ,...._c ", O' c... "".. '. '10\1>"010'" ICI 01"'" .r..O'", 1oIC1'\ CDl'lHftt Ifta.......-....:a.-...
.t1NtIlMII-.

"..:: Ou•• ' ~..-.~"" VOtf'" ~ ~ ' tr••o .-..c,,~~,.I\e~ Ot'"OfWl.f\4 '""- t ...........
~ .,......Oft I .." \0 .. 00..",.0 anc. ..nor "'f'\O.' ..en ~v l'\A" 1 00" ••'001'1 .. tNt ,m'l .,... -........-
.....1 .",oo.ct :0 • I O' \I\ot ."'0'0"'1"'" Of "'" ..........

,'n c.-~ ;II f~ , \f\.t, "" \on V"O.''''' tIt-, 0" \0•••• ~,.- 00ttC!"\ \0 "(1 t ~ crt t"Il1l...., ...,.,. to
,.fCo!\ll•• 1",.. "'~.-'n.11t' ··c",t 01 " ...1·.' ·10 ~r(f'\."'''' ,.., ... Cl~' t"'00't~" 01 ,.~. v eacl'l Ot '",C" OO\tOI'It.1'\4I~ ..
• ""Ol'll" fCl Il'lO ~ "0' o. elt'f~''OO' o. "I>O~ w,o c>t ,"'..-ot,.N.tht

" II .. 0' '0 ,,,,, ~ O'~ 'l'\e" " 'ICt.. tftoat,,""'OI
•••c o,.n ~"'.C1C .~ .. C' \f\4~....n o.,:··o.c ," ;0.·.0••:> :: 2"'10' \0' -"'0""' ...''''10«1''''0\~u COf"••~Ot "'I"'OI"~
"" aM Il'Il ',.. .....M U'''.tl l.'tl"l'liIt'.~ "-, '''y "'...·\·0·.. 00:>00'\110'" 1~"'C I~" ..IUt .. "lr 01:H'0i"lIO c '''' 1.'111' C:.I\t\O...'~M
"" ItW ."Ot 001001" 1\&. OW" ao 'll~_ He 00\10'1 rP.... 1M "~~4~'1.. 1''''-'''''''' "'" ~n.... """ 0.' ' tIf\Oe' 1Q,~"'"YIl'lOef .........

,! 2' 1£",.".1 ".",,-ftt ,.,...'....- It'! tl'lilt~ff'\" If\f P.~.,a'. 00'" crt • l'·~·~ Of OtOYOOUNftd'~'~" I..., MI.ll..
.....0. ~y tftO .-= =:'11'.... I" 'e.r.of\A~owoet .,..~ ,.:1",·."0..... _·cO\ ...·uO' "'.......Il. "0"" '-' 10 I'~ "C. I"" ""....c \ u ,y. Ufl,'1\0
~ ••.....,...." 01 t!'\e ......0""0 'ftC O'OU"'IO$ ~ oa,..~ 01 < .., .~ tM Ct'n,,"'.I>C'" O' ~OOO ..... ' ....'~..... u .... " IOl tf'\t't~••~
~=~."I••~G\."-I"'I:IO:1"* :: .c:.I't; FV"'!l"t' ...c • O'O~O··.l:).. .,tUC·O••UI ...... '••, •••,0000Dt.,CM'tt:"""""'"'C>Y .."NP'.Dt"" "..~
::. 'eN,t O' .~!·l "~O' ' ".~ O' SuC" CO"hOt' O' i"" ~.::~~'¥ O! ..~ .. ~"'\. ~~...n lUe I U~ ..~ .. I'.C~ et or WM toot
_.,," ."': C'~.· X=_~"'U"...'fltt 'T~ 'f'OOta1~ Of ."" lloIC.l'l rvoct ."'0 "'~\,8!e\JOl'\a Ot .,.~. 10 ~. aucJ\ OtOta\& .,..'... COI1L ......
~.....c:. ~1.'''' ""e.C' 0' T"'>,'~ "' .........

• , %5 A.ozue'W' ............ ·tI1W'l'e1f9~.c=lt'OI""'O""""O"'IO'......... t"""~~tO'''''''''''lItDfVl'.o~~G.n.. 'CPllI-.ett_......
........ al1I .oc'.tO~·~n,~c. tnt t.aJIW ,.....

--.
......
~

-'S'

A,.... ;' _~.1 I «-,1{,Of\ -a:;:~~...._ ....c::o-....-.;O~ _

~ ~ .. ~••-- ; .. ··~J4j;.~ll
:nte~s~:e :~t~~ll PI~X

~.'" "'''':- ~'"""'" 'C:;,-v "!i;~

.......... _------------------

.._--------------------
'fIII1I" ... " ..

I

LanS :. ~A.R!. ':' 'A V!m RE..\l!Y ca..M..,

e... W~~d;i
~ ~:a.w. A~~o~ev-.n·rac~

I. fer' Law.s C. Goodf.~ .

I, _



'~~; .:t-:~_-~ _.,._

:"-:;~:~~l-~s: POIt_~1Sm'ON," :tNC.
PINAL AUDIT RBP01\T

-, -Att.tin".nt 112
-Pag.- 3S·of 16

--
•t

. ,

:

EXHI:B:T C
Ite=s noted cnEXhib1t A
(11K aqreements &;1:&cbe4)

----------------

--------- -'-

-_._--_._---==~--



Attachment 112
Page 36 of 76

or 2 111

(Old Name) ---

Oear _ 2.
-- -- ---_._-----

(New Name)

wishes :.0 change.--the-..customet
and IBM h.ve creviouSly beet

is a -----
We have been advised that your com::>any
name. ut\der which. all Igreements between

• made. You wish this change to b~ effective on
inco,.p~rated unoer tne laws of the sute of _

Please indicate ~elow t~e reason for name change:

J

_.I:, Simple Name Change

I:' Pur~ase of Assets

. I:' Ch.nge in Le;a' Satus

1:1 Transfer betw••n~g Subsidi.ries/P.....nt
f

You .g,.... that _ will aSlume all of the obligations of _ ~nd'" aU of tb
subject agreements.

PI••se indicate your e~ncu~r."c. by signing and ,.eturning the original anet tw
~pilts of this letter so tr.at we may make the_ necessary changes to our recordS

Very trUly yo-.::-s,

----- AQmlnlstr-~.lcn Operations t.1anager
South-West Marketin; Division

.~c:c.pted If"\d ~gr.ed te:

By:

Title:

Olte:

._----- ----_._---------
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-----_...-........-

Mr. Strve na.is, CODtroller
_----C J.-'c0IDPut.er_S~rriJ:e.s.....!r-~.

2133 S:.i t.h ""aue
Chesapeake, VA_23320------------
Dur !1:. ~Yis:

T~il lt~~e~ .~ll ce~!ir: our telephone cc:virs.~io: sta~in& ~e ~erms

of CU% Alree=e:~.

~on .ectpta~ce of the order by IB:: (sirniD& of the cOD~r.:t'), we .us~
receive a check in ~e a.o~~ of $50,000.00. OpOD ,byslcal i:$~alla~iont
DDc-balf (~) of t.be bal&J:lce i. clue. No lat.er UA1\ 30 clays tro= t.he c\au
of i1\S:-aUau. t ue entire balance rill U:C be 4_.

J

We l.oot -folVUd- t,o-voftiaC ¥iU '- L e-pnu Serriccs .Iud .pp:-,~i..U 70=
lua.iDeas.

If J01l uould un a:ItJ .-r..i.a Of probl_ v:I.= tllue ums., )luse
coauet. M. •

s. 1). PC.
!1arke:'iDa IlaUpz
Jiat.ioual k:ket.1q Din-lioa - -

SD!:IU

~: As a9%••4 upon with
Mr. S. D. 8198 cn
10/1'/eS.~. $S~~D~_. ___
will apply t,owardl
'the f:':s't ~alf c! ~e
})ala:l:. ~~e.

Ini~i&l Selle:

Ini~iai ~~ p~c~ase:

.:

01G3A.2675.2.1
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taM Brafle,", Ofhce Adoress:
2 Oo:nereia.l PlAce
Norfolk, VA 23s.tO

- 1ntematlonat Business Maehines Cor~rl110n (IBM) and the C","$to~e!'egret tha~ ISM will orOVloe a.... :: the Customer will ­
accept the prOO:J:ts and Sef'\'lCes or=ere:: ~y the C\Jstomer tr a:cor::ance W:~l'\ the te'~s an:: ::J"'~ltJons statej In tt\e ap­
phea~te Agreeme~ts. OeSt9na~ed De~O'W t)y t~e Custome" S tn;~la!S. wru:~ :1"Ie Custome" a;'ees t~ u'lCluoe hereIn. 'The
in:luoed Agr~~nts Ire attache~ ~e~e10 an~ are Inco:,~o!'a:eo an ttus Agree-nent.

inis Composrte S ;""a~ure Ag!'ee~e:",::. ~e!'l s!;"e~ ~y t9~.~ !r'iC ~~e C~s:ome' t;as lne sa~ne e~e:: is S;g~l~; ea:h of t~e
Agreements oes!; ....a:e:: ~)' tne C~s!~e!' s tnitta!S. a~= tS e~~e:tive U~~:"i ac:e;:an:£ 0)' tBM

. .
initials TItle of Agreement or Amendment

O All o! the fOUowlt";. unless selectIVely dest9:'l2~ed

~ mrt.ahng below for meMduat documents

.." ~ _Agreement for PuTchase of IBM MaetUM$

...~ IBM Maintenance Agreement

Agreement for tBM lieensed Programs

~nt for lease or Rental of IBM Machines

Agreemen1 tor 1~~~~t.1.a_etun__e._serv.__ce _

18M form NlJmber.

Z~20-2!92..oo

Z125-3275-00

Z~2S-33S8-00

Z12!-3320-00

Z~~2S26-00

I

THE CUSTOMER ACKNOWlEOGES THAT Tl-lE CUSTOMER HAS READ EACH OF THE AGREEMENTS DESIGo­
NATEO BY THE CUSTOMER'S INITiALS. UNOERSTANCS THEM. AND AGREES TO BE BOUND BY THEtR TERMS
AND CONOmONS-

-.---- --. :.-- , •. ~ ~.- :~ ~:..
--_._-_._.. ------ ------ ---- ------ - --------
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WAARANTlES
Mlcrunn ourenased under thIS Agl"Hmtn, witl be " M'Wty

ma"'uta~.J~t=Dv lev from new and st~ICtl:>leusee Dar'lS wf'ICf"\
are e::u'lol.ent to ~w In pe~ormanct Il\ tnese ~a:r\lnes 21 as­

.. ,emCle: D) ISM 'rOIT '! .....lCta~lf .:ssee PI'U 3: M.c~~ ""·ilcn
f'la~ t>Hn C)~tVtOl.lstyl"s~llIee Of~) tJ.aerunes wt'uen .r, presenuy
InstllleC WI\F'\ tnt C""Slomtr.

t8M warrants ,nat on ,nt Olt. of Installlhon .Iet" ~det'
... act'uM wtll De ,n QOOO working oro" 1"0 will conform to tBM I
oHICtl1 puoltSF'\ec speCifICations .1"uC" a', ava':'bJ' uoon 'eauest."rle ¥lo'.rtanly pe'loe IS 01'\' yea' to' Wa'f'a'"y Cat'9O'Y A
Mae",t!'\f!s 1"0 tnree monu", tor \\Irrlnly Cat,;o!')' B Ma:runes
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Addltioftaf 'rorisioM tor Prot,.mrmng
tBM fut1Mr w."ants ,!\It oro;rammm; des?9nated by IBM f:>r

use WIth' "'..crune anc for """1;1'\ r>fo;r.~mln; ItMCes a,.
lvall.b.. wi" conform to 19M's off'Clal DUbtished Soea1lC1ttens
(.~tt.bIe uoon fea:,nsu ~n '1'ICOt!O to '''t Customer It
properly useo on suCf\ "'~:t\tne The".a",'. 15M WlU DrovtCM
P~fI~t~ servtces. S;J:>!~ to the orovlSiOI'\S 1U1'~ mthe"
~:1.on ''''Ittee ""P'09rafT\ft\t"9·

tBM C:~ n:rt "':'T'~ ~a: ,f\f t~~le-s eon:.,ned in ~.
p'o;ral"'!'\rntn; Win OO'!!"Itt m tn.e CQ""!":l,na~lo!"ts -"',c" may :>t
sete:1e: to' us. Dy tM CUStom.,. or Wlil mH't ,r-.e Custt:..ne~ •
,.C\ltretnen'!S

ALL PROGRAMMING 'OR ¥t"104ICH NO PROGRAMMING
S!AVICES ARE AVAILABLE IS D,STRlSUTED ON AN -AS IS·
aASIS W1THOLrT WARRANn.--:"

Additiona! ProvisioN tor "."1' C.nt.f ~"ie. Mlet\iNI
y.'arramy 'tr"9'IC' on W..a:l'\lne$ OI$lg",:.: in tne S",,'Ctemen. u

Re~alf Center ~MC' Ma:'\f~ Wtl~ ~ ()t"1ormec I: 18\4 R'=II'
Ce!'\teqs, c.S'9na'~e tty IBM. IBM Will no~ r>e110rm or,~mf\4
malnlt~nCf on tF'\t Ma:~nes T~ C\J,~:>~,r WIt! 1l O~trmlne
wf\en remeO\&l maINe"",nc. 1$ reC\JI,eO ""tlio1U",; thl orOCtOu'u
f\1fT\ISheO by IBM. 21 rem~ t1'\' ....1 :"If\tS re~\J1rln; Ft"'.ct&l
t"!"'.alntll'\lnel trom tnet' OCle'ltlOn.ll Icy-a,;Qr'\. 3: ShIP the MaChines
to tt'\t 0"'9"""0 18\4 Rt::." ce",,~ 4 1S'l uO tne MI:"u~ en
'hetf O:>erahonal tOc.1\lon uo~ tr·elf· rt~:..tfT\ from th. IBM ~e~rt

Center It\O 51 d'e:- t>frlOf~a"'CeOf tt'\e ~JCh.ne$ wf'\llf t~ .,..
""StaUtO In t"tlf operalton,a1lO:at:on ;~ Customer a;ffieS to use
'~IOOing containers oestt;n.ec t)v le~ .~ In tt\t manner 0'"
,cn~ tty 19\A Tt\t IO:!~iO"lS O· ISV R!~I,r C!..,t!~ a'f S~le:1

to ct\a.-,g. :"y tBM upon If\rH m~"'~~ prl~r written nO~I:.e to tn,
C;stomer.

Adcm,icnat ProYtllons tor Ft'~' .ftC Model eo".,."'IOns
IBM s wafr.nty tf'\a~ e.en teature Of mOOt' Co"verslon WtU be m

OOOd wo,klng 0'01' on tnt Oatt Q' I~Stll~\IOf'l rtaulrts r.-.a~ tt'\,
rr.acnlne 01" Wf'\IC" " IS Installte IS II 1I"\f curren, tf'l;'~"!"'l9·

C"'~"'Cf ~vtl IS tr"lf S~:I1tC I!nli·nIJ""OI'tO ~IChlnf 10r W"'\t:"
tnt 1eature or mOO" COfO\ytr!tIOr. wU or:e'ec: I~O rus ~n

O~_" _....
------------_._--- - - -
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P£ "1005 OF MAlNTENANC£ S£RYleE
ll'\f Base PeraOO 01 ~Intenance s."",C! IS fro"", 7 a m '06 D,m..

Moncay U'\foug" FrIC'Y. unless ot"e~lse Oe'I;:'\I~e: t»v IBM aft
,nf SuDoiement The CustO~f ~IY 'f·~~ Ootl0nl! Pt,'OOs Of
t-,'alt\te"\l!'\ce SeI"VlCf s"own In tnt SlJo;)I~PT\e"\t T""! Optlonat
Pe'loc tor Monca;, ''''01.1;'' FrIOI, mus~ InChJCe tr\t Btse P~lod

CUS1O""t.. 'S moonsloat to .motement It):>~n.·e sa!~ua"O-s ter
C""Sto"!".-, cia Tt\f Customer -s res:>or.s,t)lt fOf ft'T\O'Vlno.
connolh,,; ano "~IICln; or r,IOIOtng h.ln:s contll""~ .n t1'tIt
~1Cf'U"'" IBV wtll It~lc:eMa:ntnK cont.,nl~ tunCI Ol"\tv~
'f'\f cun tOf'\tal~r el",no~ ~ c:>e~ P"'IO" to 'e:ltf OV IBM 1ft
"'~Ien CIst tn! Cust:>mt' wil. rtmo~ tnt tunes U ,oor. u \l\t
Conlllf'ler nas t>e-fn ot>enea, :.

,--.
('"
\." ,
t­
(~

""~~~--.,..~~~ .~_--:--""=-"'-- ..._-

~;eeS.1~';"l1'\:1i'itc."''"tOmef'''~·~o.~t~~-",.s~.•CJ"'l1l1lL~ .•~..~~:;i<'~-oT.-"",~~-,.~,,~~, i~ - -;-=
- -- '''~l)1etlateo The ae:)ftelahon Shalt oe .t't'e'Q~t amount pet year \Mtr\. any Maet\lnt unoer tntS Agreemern, ,'----
.-==:: 0\"" t". ht! Of tht' Machtnes.~e!ta~,~~C),,18J.A=:-::':::::_- CtNER. -------.. ------- _':.::-::'-=-:==========
---1aM"..~nOhl::>tHt'f-40,."'y<","'~~~~com~'ft'hO~,,,_ L.__ ___ = _

O:Jefih,,", or i..'St' C' at';' MA~"\l:'\t$ Of r '~:~!~""t"': 'utt"f:" .,.~ A.~"""~"'1 IS r.;,t '~Sl~f'\l~l!, w""'~~s("# .":'f1"!i!i\
""'Punor' w.", ,=Q\JI:Jm.f'\~ 0' Oltl no~ '\Jo:i:~: t\\' I~~:\ ::t talto CO"'S!""~ Of I£'~ Af'I~ a;~: .."T~' t:, 'U,?~ ~n" (', ••,~ flC"':; : ...1;t~ or
u;>on aa~fatlor\0' tnt ~a:!"\IT'\eS01 tn~:tht.t;~t'\ 011", Q'OQfll"!'\- C':' ,:1'::>"\$ O' t1'\IS ,o9'~'TI!"~ ~ '''\0",;' SU:'" t::)"'\Sr~l ~ ,Ot~
~'ne SUO;"It.:: he.tJnOer lat.~ hiS ne 'tAt)tht,- fOf Ifl\y \o.lt'"" DaSfO •!SM m,v, UOOn ~rlnf'" ""tltt mo~!fv t"'~ """,",S lno CO""=l,ttO'"uoon t"e eO~:)lnJhOn. o~rlhon Of Io.'$f o~ any Ma:n.~, or c tl'll~ A~ ~~n, J,..r,v Sv:" m:)~,'lcal.Oi" _·u a"O'v 0" 1~
r\Poc••mMIr.- s' ·....I'\i~e f'\(irevnor· Wl~1'\ '''~ pto:)'am otnff than or ,tft:h~! oate SO~f·tftOIn '''f nOhCf to III SUO~ffl""'f'''tl~ .".... .... v.... . s' ......, 'f'\t" ,.. ,p .... ....,•• e IC:,,', •
It" le:·tIO'" tc p'o;i~a","""n;SVP:>!lfC 0 .. f8M I' sue'" ClaIm WO.II:'1 '"' ' - ~u.;,.", T; " or. O' a It' ,f't, ca'" o! ":7't:e
ha~ bfe~ Ivo,oec Oy vse of Inotf\er program w1"etner or not U~~f""IS~. '~iS AJ~e:"\"\e"'lt ~'" ont)~ t>t "l:jl~I~O C) I,Wfl!"l'!.._
c.a"'It)!! Of '''''''fvlI'\'''' tnt sarnt rfSUn, I~ ff'TIf "OulY 'I,:, e_ Ov oe'SO"lS IIJ.r'lOfllitC to ,'o!",I~letme"lts
;.~ fOlfO;I!"!; ,.ta~ts tnt' entIre ~nOlhOr.OHeM wrt"resoe:~~O c.... t:>{t"'a;' O~ t"',t!' ~ ...!.:~~. a""l~ :,f IS"" i'"lC "arl,,"',e fro~"!'\ or lOOt<-

-- -ir.frmoemtrn Of C)ltents an: COpyrrg':;tl tiOl": to ~~e '~fI"'\~ Jr:: ::-.: ~·o~s 0' ~~:s Ag'f!""'e,,~ tn '''Y or:le' Of_
- O~"It .. ym:~e'" f"l:':Jtl:2:10~ 1'::- H'It" C;';S~O~!' "'11' b! Of no e41eC1

LIMIT'"TION OF RE ...·EOtES l~ I 1"\v pfoV!s·on Of P'OVIS':~~ O! ~!"\lS A:t'et"n!"U sr-.;atl~ !"letO to
IBM S !"'!hl"f H~~.aty a.....: tnt Custo"'~'-s escl\,,"$IYe '~me'Oy $"1.:1 ~ ,nv3:·C diP:!! or V"'E--~O'=~a:ile t~f Vat CI'Y 'tCltt1y I"'d
~ as fOIlOWI t'"lto"C!a~I"t"C~ tnt re~a'f'\ln; prOV1SIOf'S ll"'~tt not Ir.anv -"Iy De

1- at! !1!>J~tl:, ...t t1'WO!\':"'~ p!"'!O"""tI"':e 0" nO~·::le"O"'Mar::,~f a"~:'!: 0" 1r'""~ltr!'e ~e·e~\' '
~.~a:~w·es 0' :-"C;"!--H"'; t\,w'tS"'~: ul"~e· 1~'S A~r!'~f"'t t"" .:'.' :5 .-:' ~es::o"'~ O'! ':' ~ad",'e 1~ .u~··:! tt5 C''::I'O~'!O!''\'SU,",O!'
C..;s:ome· S rf"""t:y IS ~ 1t~e ':;":S:~f"': 0" ":'1' C" tn, Ma:!"llne t"'!> A;r~-f''''' :..i! ~: :a_~:$ ~e\ :'''1: I:~ ::-:":;: C' ~-: :":;:YtC! anv
C· re~la:t~t'...: O' ~S oa~$ Oy t3M o· a: tB·.~ S o::.on. It::.):!- !!"\'I'~S "'!'~1Jr'\Q!. '0· t.~D:·,,~~ c.r pr~;"I:Tlrnl"; loc.a!e: outst~
T""'~!'\\ Of th~ '~a:"'\t''''e Of :~rre:tlOf'\O' t"o:ram""lI1'\C ~~,ors 01' 2~ If. \"'! Ur".lH:: S~at!, ot Pwtno ~tCO

.·~ef rr~ltt: f~O~S t='..~ tS unzt)tt' to: ;nS~21! ~"'f MaeP'\l~ 0' I ,...: act·o...· 'e:ar:Ht'SS (.,t 1:;:"""" ,"sine Olf. o! !~., A::rH-ne"t m • ..,
Te=,l.Icel"f\!n: "".a:f"\lne I'r, ;:.:: *Ol"l.l1'\; creer. o· t:) feStore It to !)to ~r:>..;;"'; ~y t ~"t· :a,,",v fT'.o'e t~tZ'- t*:) yea·s l ~i, !f'\! :,a:.;se ot
;000 WOI'.I="; croel', or to mllte pt~;ia~ml1"l; ~rltt. III as a::iOf'\ ".S IftSen or. In tnt ease Of ar. a:hon tOf f'\Ot'loo~yment.

.·arramet'. t". C\,l5:~' snail ~ en~tte~ to recover I:tual mere t~n ,WO vel' 'ro"", ~n! cl:e t~e list oayment .....s due.
Olma;es to tnt hmttl set 'Of't~ tr.ll'U\ St:lton For.nv otntf Claim T!'\IS A9fet~ent IS governe: CV tfie lI~1S o~ t"e Sta:e of New
conee~run9 pe'1ormJnce or non-r:>tP1Orn\1nte 0)' IBM pursuant Yor~,
te. or 11\ any ot~~ Wi\~ rt1lteQt.O, ,-"",_ s~:L~er ott V'uS Tt04£ CL'S'TOtt£A ACKNOWlEOGES THATTH£ CUSTOMEIIl
A9fH"'M'norlt'lyoroe!\:!\~t·tnlSA.;~nt.meC~st~Sf'\an MAS 'R!~O TM1$A(H"!EMENT. UNOERSTANDS IT. AND­
~ entl'ue~ to re:over actual cama;u u:une limItS set tonn 1ft tn1S AGREES TO 8E BOUNO 8 Y ITS TERMS AND CONOmONs.
$eettOft. fUt:\THER. THE CUSTO~.~~R AGREES THAT THIS "':'R!£.

IBM'sll&~btyfOfCJma;tst=tt\eC~"$tomert~anyca\Mwt\&!."'ENT. TOG£TH£R V-1TH ANY OTHER APP1..ICABL.£ .18M
soever.lnO ,.;.rcstes.so1tne1~~.~.~ne~meONta:tof AGREEMENTS. C!Rn'ICATIONS. AMENDMENTS AN:) SUP­
in ton 1":1\1=::\; nt;tt;tp\c'. shaft De """'e:s to tftt 9"1'" of PLEMENTS ANt) ANY EXMIIITS OR A.Ti&CHME"''''S TH£RE.
S'OO.OjO or tnt C):-1'cnast Of::e StltlO rn t.,...t Ic:)bea:>te SIJ=~Ie- 'TO. REFERENCING THIS .~R!EM!:NT OR EXPRESS~YMADE
me", fOf tf'\e SO!:tfl: Ma:runtS~~..: t~ cama~ or tf\at A PART HEREOF THAT ARE DUL.Y SIGNED BY TH£ 'ARTIES
Ir. t"'. S.1)le:t m2':1e~ C:. or I'e Clrt~!v rt:at.::o t..... ea:.:St 0= WllL 8£ TM! COMPL[Tt AN:J EXC1..US1V! STA"E~!NT 0'
a:u:>n. The 10·e;0In;. I~a:~:"l C1 ....""".. , Will f't0! ':~-1O-t!"e-=rfo!E-A~!£M£m-aE~iN T;.;: PAp\TI£S, S~"!P.S£DlH::;
~nt 0' c=s~ cl~.,;a It\: 1~:ne... St~ ,.~t!rec to ~ r.t. ALL PROPOSALS OR PFHOR A:;R~£tI!NTS. ORAL OR
S!:~e~ ..,~rttt: "'P!~t~~S 1"= Ce~""t;~. o~ 'O-~ltnS ter WCUT"T'EN AND A:"L C"rJl'!!R C:,)MMUNt:.:.TtO.,.S l~tN
:e"SO!'tli tn:uty 0" CI"'!\I;e to ,.a. ~:>t"yOf -t\;t:tt"~t TH! PA"TtES RELATING TC THl SU&Jf.:T MA7TtJ\ O'TH1S
pr~:"£y C&..lS~: :y i3:.~ s nt.h......:t AGREEMENT.

11M Maint.naf\ce Agr"MfMnt
(2125-3215-00)

'"1e~~lona~ =:.:-s~s MI~tMS Co"':~~:>n n!Ml I~~ Custome' '~rH 'P\I~~ ~n:)wln; terms Ind ton~lt!ons'MIl ':~4y to I"'Y
ClJsto~e-O·:!· .::!:~!: Cy tBM te :-~~'If1~' ml,nttnan:e sl~a to!' IBM MI:n,ne, te:ateo wl,f\ln tnt Unitt: S;I:~ I"'C PlJe"o RI~
....,.1''II1''·S)- IS use: ne'eln f'f'ers to ma:~.,.s 1n=."Or tNtt' "atures, moo.. C:OP"lversIOf'\S ana mae"'~ e;e!ne~ UNns tf'\e Cented
reOUlres U'\~f\'t=_I: re·ert~:e l nls A;""~~~ '5 effe:11Yt from tnt Cilf 0'" wf'\tcn rt is I::e:tt: t>y '=!.' a~~ S".11l re-r.,lf',\ .n toree ur\tll
terml"'l,e: t»v t". C-.:s~~me' or t9r.' S:>!:lftc: M.c!'unes O'!:ome sut)le~ te ""IS At;"lfrnt", on tne Eff!:,:rv. Datt oesle"\a!~ cY t ....
C-.astO'T\t.. , If a;'HC Ie :>y 19M, In: ~:n InfOnT.a:;:r.-; waU t>e s.~ an I SU~ltmt~: t: lStw' ~alnll~!"I:e A;""me~ ~s.,;:;II!T\el'\lJ
Stgne: CY IBM. -. .

MAINTENAN:£ SERVICE
IBM 19'HS to crO¥tOt 1M. IYllll:>t"~vof mat"'enanee M""et to

kHO 1J'\e Ma:nlnes ,no 0" re~to~ t!\. ~I:f'\lne, to gooc WOf.''';
oroe!, Mllntt'\ln:e St'''Vlct tnely:,s Dr"""'ty! matntt""nce
blslC on tn. soe:rl,c nH'OS of In~fVt="'" MI:"'"fl as Cf!e~.ned
try 4S...• a~o on-call 'ttneOla l ~ltn:'''\1''\:t MI,ntt~nee s~ce

• 'so .nC"JetS IU:>'lcatlon. aellJ't~.,~S af'\C rtD~I:er.'\el'\t Of maIn­
tt'\lnce oa.,s a" IS Cttmec nt:tss.~ t>y IBM, Mllnttnaf\ct
;>'!"\S, ¥r\ICP'l "-:'v t>e useo OI!"tS woU be tvmlS"-O on an eaCnanl;tf
:&Sl5, 1"\0 tnt ,..o..:eo Olr".$ De:ome 'P'\t c>reoeny Of IBM IBM
I"'\IV. It .ts O:J!IOr.. store maIntenance ~Ut~nlano/Ol 1)&t'\S on
tnt Custome' 5 prlmt'S"

The CuS~Ot"'\tr 19'~s to C"OV'CSt I lut,.:>., envtfonme", for the
M,et\tn!\ IS St)tClh~O ~y IBM anc 1C o..,,,'oe t8M tun. tree '''0
'I~I Iccess to tf'\f MaenlnfS to provlOe ""'''te!'\lnc, Ml'VtCe ,.~
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--'THr"CUS'1'Ot.·E~ A:(l"~Wl!:OCtS TMLT 'TM: CUSTOMER
CENERAL HAS REA:;) 'THf$ .c.~~EEt.~ENT. UNOERST'NOS IT. AN=>_

S!rvlC~ D1'OV1:J~ v"'ot-" '''IS A~fpe~t'\t e~s no' IssU'"e Ur'Uf'I. AGRE£~ TO BE BOu.,.O BY 115 TE'UAS ANO CON~ITIONS.
'f"upleo C~·i'.O'" O' t~~ Ma:~;~; a"'= ~EH.\ l!l "':~. te~~onSlr\lt r\.I~'\'MtR THE CUS"::"1,t!:R J.GRtES T""I.1 T~'S £.GREE.
to· ~altur~ to 'e""loe' Sel"ytt~ OUE lC ca.nes 't)tl ...~m1:"O~rot--M!NT. AND SUPPlE','£~:S RErE~ENCtNv THIS AG~EE.

itus AOfe!"""lt.,~ 1$ ~Cl ,sslcr'.a~le w;tf'\O:.J~ t"t :>f.Of w·.n!~ MEN". Will BE THE C:)Mr"lEiE ANO EXCLUSIVE SlATE.
co~e!'n e-' tBM An" IHf"",,ouo·asslgn '!'\y Oq~! fl;"'tS OutteS or MEN" OF THE AG ~E E~'£NT BETWEE N THE PARTIES.
C~:IOations o~ t~!s AO~Hm!~! WltnOiJt $oJ:~ COl"\sen~ IS vOtd ~uPFRSD1NC-"'~t· 'PROPOSAlS OR PRIOR ACREEMENTS.

19M may. U:-::;t\ ~2 mof"\11'\s' ",nnen "'O~l:! to tn! CustO"Tlfr ORAL OR W~lTTEN A"i~ ALL OTMER COMt.-UN1CATIONS
fP.:>,:,ty tf\f' \t~~S a": :e~:I~I:"':S o~ ~1"lI$ A;'ee"",;e~~ t,:!:l t".a~ eETWEEN THE' PA~TIES R£~liNG 10 THE S:JaJECT
LSM may. U~~n U"lree mont1"i.S WTltt~n notice to l~t Custome', Mt.TT£R OF l~tS AGR£EM~""T.

c.s~'"\,,,,c t"~ O' .U,j;'·~l.C ",.:••", r......::"\.'.,f ;,:~>(: "-o! ,It', :".;..: ·,~c:.r ".1 0\:' o· ro.:. ".'(C\'8"" J Ult)··:~\· to t,. C\lStc,...~* t~ c."'""'~\ hO"'l If'\y Cll.."Sf "T"'f CuS~:>m~· fe:"'e!.."·~ tf\Jun, CU~\O"'ttf tS. • ..:!'\t~ It".f~._- - v-.~.·~·., ~t'':'t.:~. -:-' _~, , - ". ,.~~~-, _....,:=t'.-:"-=~e.:..~~.~~
_~~_ ~ .. -!-.---!...~_ .. ,.. 8,,-. ~

&l .. _~---:-~ ~.--z. -~ ~~. ---~ _ ... ~ _-~ =~ ~_:. ... ,....;o •

---cna'ges 'Of 1M soeCJUC MKntMS 'U"oe1"\nf$1\9,..fT'te''''''~t-...ne~OU9'''t-Oy~~nf",,0" ....~~.f. antrr U'le..,.a
---cauH'd the "Imaou or tNt are lhe-.lubled...c:.auer .DLM-are.--.c.ause-ct....K1.l.On.....n.&s.-arUI'l_or• .-.-tne.ust Of an acuon-tOf_
- o.~e:H" "I.t,: ~o t:"'\t caIJw 0· a:,.~r. -SlJ:~ t!"'~'~es~m be t~:>se :'-no~Jv:nen~. .me"! l.?'l.I.~.tw..: yeL'S Iron-.W.e.t.:e tT'lt Last payment ----.r..eftfe1 fo· ''''f 10«:'11(" MICt\r~lW1WMn'hi 'c::avsp--of ftt.t\n "O\f--wiS~u' - ..-------~--.;..----

"""" f:;)".;.1''''~ I:"'",tlhtw\ C" ha~':lt~ ¥t II f'\~. I:'):"'" tC' UII""'S '0' "'f'\li A;rH""'."'t"t1·b(';O~·~~~y't!\lI&~cf!"\t$a1f~·~f'W
~·SOt'\11 t",u""' 0' :I"'I"\'~ to 'fai cru:"'e"Y 0' ""'-9:::)\1 f'l'e!sonii Yora.
pro:>e"Y caus.: I)\< IBM s tV9"gence,

A:ll"ftmtnt for IBM UCfnsed Programs
(Z'2s..33S&-OO)

~!r="'.a~lcma' 9_"SI!'tftS "~a~i"~S C~!l)o!"l~!e", tlSM) I~C th! CU$~~r"r.:~! ~.a~. wt\~~I$ A;~~e~: is S1;~= ':JY ttl! Cus~~r.'\erar\CS '
.cce:r-t~ Dy tSM. :t\e f04iowin; terms Inc conor.lO~.lU aCOly '0 any 16!J. hce~e~ :>ro;rl~ rn.atehats ot1reo uno.~ U'us AgtHmef'lt
~n orOtre: :>y tP\~ Cvstome' a"'tc'me Ofoer IS 1~:1ee as OTOV1oe-o "'.Tel", uncr~t tfl"""{S IftC conctno~, tBY 1Ilffll 1) furnlS"
hcens!: ;~o;~a~t~ tM Cu:s:omer. 2) fumlsnhc~: octlonat m.~er&lIS tnsuo~nof SUCI\bte~eo~o;f'ms.3\ grant t:"lf =""tOf"!"lle' a
~~~~4!~~t! I!"": t\:JMxet;.:'SN"! hC!"'!S!!!'\ t!'~ Unrtte S:&!es.ne Puerto RiCO to use U\. hCt"\HO Of:J;·a~mater.af1 t": Ci or: -,
Drc;"a-rt s,~ees. an as aesene.: ~t!'l lheC~'$tO~';t",Wl,nmoe::totnebcensecDfc;rlmstoac:e:Hnt'.S;:~::'11'1'y1~
~t lete:,:C'to aert1eYe tne Customer S.nt~O resuus. 2) thttr .nr.a..atIOft 3) therr use.•ftC ~} the resuns CC".lIMO therefrom.... ,,~
~! Itle haS tftt res~:ntrty tOf tN SM:uon enc use of. ana mutts ObtatneO tfom. any Otnef pfo.rams. pro;ramman•.
eoutC"Mnt o~ S~"'tetS us~o wrtr'. the keenwe orc;rl:"':'\S. .
S~lh: Iact"Seo orc;ram ",.,enats may t>e OfcerlO under '''is A.;f'Hmen1 by '11 ~~"mtm to this Aqroet'ftef\t fS~temtf'\tl

Ir;~: ~y mt Ci.:s::~e", 21 I Wflne:"l cree·, soett4ytn; t!'t "ttnse~ oro;ra~ "....terll!$ I~ ,"'. =es'9~.tf'e rr..:n:",,! Sl;"\t: bY ~~
_-.C..;s::~e!. C! ~~ S..:~ ::~ O":e~l~ ~"Oe':)lJfe IS sn,n Of oesM;natlC Of IBM tor~ SO!:rlec bCe"'Seo S)fc;rlm mall"lllS 19M w!!!­

a::e:: a~·S\,;~ ~t· ;..'!'\:e~ :~tlS A.;~"merat~y P"OVon; t1"te CU$10mtf aS:Joo~n~ s~:rtvttll\; t~ s-...::~mt:"lt.l' tt...~"s a::>u:.:>-, to
'J:~ b:.~: ~"':;....~ mater.al$ ",,~on re:et:n C' tnt Su,oltment D\'~ Cu,~~,. t9M snl" U\~~ 9"1'\1 • n:~H,~s·,,,,o'e I"'~
r::-"t::..,;!.,.t 1.:'-'1' (~~·t ~.:t: S:a:~s I~: P~-::Ft:: to! ttee~l: orC;"'lm f9\a~t'aalS s.;~,.~ to me ~e~$ 1"'1: C:-::,:l:-.s :! :~ s
A;~~""'~-:: l.'S!:' ~"':t h~~St: :':;,,:TI matt"ta'$ C! tnt first DI"",e"1 c~ C~I~Cu. P'\rf..:f'\Oer Wf'\,e~" 'If''$: c::.;, 'OH:)W\n;
rt:e'=: :~ ~f S;,,::'~""'en~_"I CO"StllU'tt me Custo~' s atct::rtI!'\Ct oi 1M SUC;)lemt!'\\I: 'er!TIs s=-t:lhte In tJ'it S\JC:l'~"t

A'l'ty terr.".s w"\t:!' ~tS A;,,"-ne":~ I,:&:es are to De s:>e:Jf.~ Oy tBM tor • 'anHC P'OVtatn I!\C/Of rellt.o ta~eGOC)taonal rnatenatS .
..... tie IUtt: tt\ tnt ~=~.•me~~ tor tnlt licensee oro;ram.

CEFtNmONS
i="'t 'e~ "1::t""!S~: :-:;,~. 11" t!'\t'S A~fM"'M~! Ir.•n meln I

,,~.e ca:J or::ess l!"\; :>·~;"I~ conslstln; o· • MfteS of
......~~.;:~::~s :" S:I:~-~~':.S tn ml:ruM 'tl=a~lt 'otm a 1'\='0' '''Y
'1:e"s~ cat! els, to"'\srs~jn;: •• SVStt"T\'!{%tO C~lf~lon01 CI:a
,n ~I:'"".!'I' rea.:Z:.f !::>~ .r-.= .-" fe'll,e :.c'''\Se: "".a!,nI1ssu:n
as Cl':: "'O~ hr.-.l~t: t: flo", c··z-.$. IC;': C.lt~~S • .,e hS!ln~s

D~y,oe: 10!' u.- sn connection ¥t'1:~ me hce~.se: Cia proetSS1n;
p-o;ram,

iM term -h:I"'!St~ e=hOt\ll tnl!"l.!S· ,n ~fS A.e"t~~'" S~.t1

t't\tl!"l''''y ml:n~f\I'.Iel:>~0' orln:tO mate'lil no: ~nc!uOtO In tfl\e
It:t"\M: C'OC"~ ."\c wnlC!\ IS Ofs't;f\lttC ev lev as Ivall.l~

Uf"IO." ItCe~Sf to CUS10me--s w1'\O P\lvt ..ee'\lt~ t~ program to
wn.en Suc?'l ~tlOr\ll fT\&1tn.1'S "lltt.

'rht tf'm -hce"'S.O O'09"lm mlt,"a's" In tf'\rs A9r"~n1 ''''an
"'el"'l CO!" t~e h:,"'seo orO;'3rn 1"'\0 tt\e hCt!'\Sf'O O;lllonai
",a\e''''1 IS or'\~: looYe •

Tf'\e tlrm "ff'S1"C'fO "'I"'tl"- It' '1'\'$ .9r"~.,i ......11 meln
a~ Iltt-,seo o~e;".m "'.lterl&tJ. w"'tcn 'f' LI:>eteC "~ntflC1ed

Mlttr.lt1 Of IBM'
""" term ·ust· ,n "'~ Ag""tnt'"t 'han meln ce~"9 any

1)()1"\,Or. Of tP\t he,nse: orOQ"'" m,'eflalS m,o I macnlne '''Cl/or
tr''''\$I'T'\I'lIn; 'f'\!'TI to a ma:f\l~ fo' proceSSing 0' t"! macrune
It'\Itr~:tlon, s:.,emt"lS Of O'~I contl.r\eo _n lucn mAttnllS.

1'PM
ll'\lS A9"""""" 1'$ .ftt:'!~trom the c.,. on we'\JCf\ It '" .:1:e:J'!e~

by IB~ .~O .'til 'e~t" ,n eMe:1 U".\II tt"'mI,...~tO b" tf\t Cust~""er
u:>Of\ O~ mont'" .,me" notice. 0' try !BM as ••~ to~ m tr'Ul
":lton T"\1S A;~tt!'Mf'\t ~Iy bt tef'fnin.a~e: t>v'''' Cu,!orne~ O!'\ty
w~,., an hernse: crO;~I~ fnlttH'ts h:t~St' nt·e\lf\Of' I"
c's:ontln~o I~ all wet!'\$'o pro;ram r.".ltt'.a:, 1\1'19 ~n
,tt..P"Nt: or C,stroye".

llct!'lSts ;·'''\''0 \J1"\O~t~I'A9'"-"e." mlY t)t OtS:on\lnuee cY
tf'\e Custom!!' ~tlOn Ol"\e mornn S wrmtn notte, IICt=" V'\&~

O~I'\; tf\t ,estl"Q C)e'lO:l. t~ C~10me' mlv Olseont.n~ any
hee"se a: Inv tame ~OOf'\ Wflt'\.~ noliCt '''',~rYf 1"'~Olltity

teM "....v Ols:O"Hnue I"Y ItCf"\S' 0' le,.,"U1'\I!f {""IS A.;r~t
uoon wnt1et\ notice etteeuYe ."U'!''''OI'~t'V Ii tn. C\oIItOfnt' tafts to
com~ty WIt" any Of tf\l "r-ms '''0 eono;t,ons Of 1~IS A;tH'",..,t

"-ollce o~ Oisconh"'"".~ce O· ."'V or I" hC''''StS '~,ill not be
COf"\SIOtreO notice ~f termu,\&llon of '''"' A; '"rntnt un..."
,~~flC'Uy statec, '/

Notice Of Olseontlnul!"lC' O· I"'y hee"'lse=' 0'0<:'1"", ."'.•n be
f\OttCt 01 01s:0"\,,nUlnCI ot tnt hce~e.noot au ..c.inwo program
~tI'1&ts OD111nt'C an conne:tJon tne'..,tn.
UCENSE

EI:n hc,,,,e gr-al'\teC unOI' ,"us AgrHm,,,, aiJ!~orues C\e
CuStomer to.

-----------
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PATENTS ANO COPYRICHTS
IS1.C "'liL It !:S tl.oe~se O~\~"C H"\f Cl.:\~~~~· a:I'''': I''V c:a-.

1hJ~ ~.~en!e: pr:);!ir:-: rr.a:ena'$ !.;.:::hec hereU'"'\oe~ It\ffl!"l~! ,

tlate~t Of c=~vn;~tIn tnt unl1e: Sta~~s or Pueno RIcO ano $~:!:1
to ttle hmttltaon Of ...~~.t'l set 1:>~:"I It''l tt'\e ,e::.~ ~~~~~~

-ltrr.r..ation Of "e~o.es,- IBM Will oav all costs c:amaou ano
.no~ys tNS t~t a tou~ fanally aWlros asa rnut1otsvCnttazm.
To QuAufy fer su:n ce!ero-.se &!'le payment. the Customer must:
') 9~ lev cyomC': wfttlen nctlce of any 'uCh tta,m: ana
2) Itl~ ISM to eon1"O!. Inc tuny eOO:>efI~e Mtf\ IBM 11\. tne
cef~ inc III reIatec senJemetrt M;Ott8tlOftS.~.d lJ\I
Clm.a;a .nrl~.atMe to I Cflatn Of antrangemem O! I Dltr\t In
the Uf'.nec Sa!U or FueftO R.:o 1':""" e1CH=su:n~~ of
ba:>lb':y. \~ C;J~:- t:".&)' ,t!:! t: cetene a;a.f\St tht taatm
f>~ Ina: taM~ tully pa!'b:t;nt 1ft tftI oeten&e 1n:1Of
l;tets to .~ St!t~Of I~" ClIIII\.

Tne Cus!~ l;fHS to anow IBM. ., t8Vs =ttOft a!'td
.cense. If $tJ:~ ctaU'ft nu OCC\JrrtO or tf" tSU'S JU=;mem • "ety
to oe:iIr. t= orc~ tM n;-r. f:)f t~CU$~to eonnnue~n;
ff\t ll:e~.se: :~:;~~r.':1~!~II:Sor t: 'e~'.:.tOf to mCOtfy~ f.t)

_::---4'u......-.~ey oe=~ ~ttJ ...;t:":;· I"~. rt netmtf' ~ tMf~
att.rr.a~rves IS l ..a.;a~~ ~ te·~ wru:f' .,. reuona:. 1ft tB~~,
Juc;r.'\e~~ \.:::~ Wflt:t~ rec~s: tnt Cus~=:'M1 M!l mum ~
hc.nse: O~;·'''' m'~'fla" to ,SM Ina 10f te~ O"O;~~
wnOSt to:" t ....J~ts II'" tUlly ~I.:. tnf c."s~::lmefmay ft:elWe •
Cf':~ as 'S:l~ns~.: ~y t!~~_ .

13M S!\Itt r.lvt nc C:tr;I:!O!" Wt1t'l rnoee't to I"Y lu:h C1In'ft
baste: u:on~ C,,:s~omt~StnO::1t:a~l:~Oi tf\e "'tnseo oro;:arn
fr..~!"I' 0' t~e'f C::l~etf\ltlo""'\. o~'a\Jon Of USI wit" Gaa Of
D~l"l~S nc~ lurntSne: ~ t3M or ar. Q~ne1' U\l1'\ tf\t~
O=e"I:'~; =~\·'l"o~'U':,'e-'\:. Tt"l ":,10,\ I~'~!' tSLf.·s enl''''
=u;I:'~~ to tnt C~t~~~: rt;ara~:"l; rn1r'ngement or tnt"'''
Ltt.-rTA-rlON OF AEMEl)IES

!SM s I~~lft l"~ltr.y anc me Customer, l&elUSlVe temtO)' SNit
~ IS tcHows

Ir. IU SI1UI~I:>!'lS InYC'vin; oe"form,f\et or ~Ot:'10TT':'\ln........ of
IicenstO orQ~rl'TlS lumllneC: V!"loer nus AO'Hmenl. tnt
Cws~o~e", re",.:sy 1$ ') tne c:>rre~lon Dy '3M 01 teenseG
O~!'.tn oe~e:u. Of 2\ if. I~e' 'e~.te:: .~0tU, IBM is LInaM '0m.a. t\"\t 1&C."\Se: c>ro;~.1'T\ o~"at. as "'1"""".0. t". Customer
I!'.al1 ~ '''line: to ree~rlet~aloam.a;es to U\e WN1S set ton" an
UU'S Ie:'1Jon.

FOt a"y othe~ claIm coneem l"9 pet101"ft'\1nce or ~.
fOt-lI"'ce OV leV ooJrsuant to. 01' In I"'~ 01"-' wav re','ee to. the
s;.:t>~e:t rnl"":er 0' 1ntS A9'e-emen, Inc I!'tV SUOC,,~"' M~O. tt\e
C~S~:l~e' ,"'II Df 'l'\'lt~= U> re:o.,.' a:4lai (u'''Nge, \0 the "Inns
set 'o~'" If" 'l'\~ H:1ton.

IBM S hlOtuty tor alrnag" to the Customer tor '''' caUM
w1\I's~e~'. I!'\e "9IfCS1e" of t'ht torm 01 lettOl'\. whether en
contraCt O· In tOM If\C!UOln; nt9"ge\"\e. l"aU be ,.,,\flee \0 ,f\e
grea',· 0· S2S.000 or tn, one-tim, t~rgt pale tOf. or Iny tf\lrges

"~O~T10NALp~OOUC;S ANO S£RVICES
1- a::.:.:'" to me hCe~S!~ ~':;'i- ~l:!·:a!s a"'~ o'C';f'a-n

!~"'\'lteS O':'V1'C~: U...·:!r t!"l;S A:·et~--:. ic;.~ C~~C·S o!~~r

~·::::_:~S a~d !te"'\'1ces a~ seca~a:! c~ar9!S V~O,' a:~ltc.a~l'

.'ln~" tBM a()"H~nts I~r.~ ano t!"le C~s~o~ ...~I"t, tnat SU~"
::-::';::$ anc se~,es :a~no~ t>f me s...:;;e:.~ O~ an Ora: 1;·..."..."\1.

GENERAL
":'rus A9'ft""~~ " nO' asstqf'\!ote, none ci tN!~ vra"'ed

t\epl\I1'\def 1\01 any o~ 'f'\e hcenu: cre;ra~ ~tehats 0" :O;)lel
,tP\ef't~ may _c.t sut)llcenseo. ISlqnt~ 01 ttl~tefre: by ,ne'
Customer Wtff\OlJ't~ cnor wnttel"r~-ot IBM Any lt1t'fnDt to
lu:>tanse. bSlgn Of tTl"\S1er any of 1M ngrus. ChIt," or
=tlOlt tOf\S ~t· 11'\1$ A9f1!1ment IS VOid.

LJ:tnSeC ;)to.rlm ml1ena" tumtSned unoer tf\lS~~
If'e to be usee Otdy on macnmes toca1ec tt\ 1M UMtO Slat. ana
~oAtCO.

'The 1ef'ms of tI'US AgtMmenl tnay be mocIif..d by IBM UPOft:
ttv'ft moftl.... wrmen nola \0 tM Cus:omer.~ Nt .,."
m~':l1tOftSof tnt tern\s ana eoncttlons .".e" re:at. soecrt,:atty
to tennaftl1tOn of U'ltS A;~ettneftt Of ers::2ntlftUl:'ltt cf. b:e~ses
i:l"Q~~ thIS "OtHment IS~= It\ ".. M:s¢'\ Intrue~

I enn I~n De tttee:tNt onty as to hce"'lS'~ Dt'0;ratl"t matenas
eut;!\l!e: en • Su:~!'!'tt~ "sue: tw tB~..~ I~t., t"t CUte Of SU:ft
no!':t Uocttfa:tQf".$ '!\IU Dlcomt ,Ue:!,.. UNeU tf\t C4JS!:tmeT
_muna:" thtS A9""""~ Of 01i:cnnnues any a:~I~::>te
he,.,.. Ottore tne ."e:llVl e~:, ,t\t1t~. Ot~•• 11\1
"'9'~t Of I,.., SuD~!ftemcan Oft~ CM mOOaf..~ tw I wnfteft
a;~auty 't9'*' tty oersons lut"OflZec to Sign &;fH-nefrCI
or. Deftlt' Oi tne Cus\~r ana i8M: Inc YI"ance.flomot I ""OdlOft
to me ""'" ana conarttons oi ",IS A9"'e1tMnt I~ any
Sw~mem 11'\ Iny Customer CM'C1\ISe oroer or OU'Ier WM:aft
nO:-'IeallOft will be of no ,nta..

fa..- " not resoonsittte for ""urt to fulfill ttl O!)Ii;atiOtll~
tt\!S Aore.mem cue to causes~ ItS control.

Ne ICh()f\. re;aratess C' form. arISing out Of tntSA;.~"",
be brOuQf\\ I)y ertf\t' Piny ') ,n me we 01 In actIOn IP1Stn; Out 0
tfelet'l of ,.. OfOVt'IJOf\$ 01 'ft, M:llon tf"tltte, "'PrcneolOl\ anc
S~nty 01 Lteensee PrO;',m MateflltS- more t!'\ln 1m .,.1f'$11't.
sucn cause 01 aCt'Oft hU .nsen. 2l an the ease 01 In ,:taO'" to
nof\OIymeflt. mOft tnan two yea" !rom tf'\e Olle~ laS:Da~
WI' O~. Of 31tn the ease Of Iny ot"', IChOn.. more mar, 'wo~f1
,nef t~ cause of aCtion has eosen.

The Aoreement WlU De Oov.,-neO Dy N laws of the State of New
Yort.

THE CUSTOMER ACt(~''''WlECCESTHAT THE eUSTO"'E:
HAS READ THIS AGREEMENT. UNOERS,.ANOS IT ANI
AGREES TO IE BOUNO BY ITS TERMS AND CONOmON!
FURTHER. THE CUSTOMER AGREES THAT THIS AGREE
MENT AND ITS APPL'CA8~E SUPPLEMENTS ARE TH! CO,..
P1..£TE AND EXCLUSPJE STATEMENT OF THE ACREEMEH
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LEAS! CONTRACT PEAIOO EXTENSION
un'tSS o!nt"'Wlse '~":I1tt: In tn-t S\ol::»em.~~_ '''' CUS10"'r\ff

~.v ellen~ I L.ls, Co!"\t'I:~ ;)''''00 10r I ml:nl""e I"'Y num:>t· Of
t,~ tor.ol'\~ Yel' ana on, ttmt 10' • r>erIC~ Of 'fSS 'f'\afll\ O~ vla~.

Tt\e Commencem,n! Oate Of I"'. Eat'~SIOf"\ WIn Of t~ Clv to;'O'*'­
In: tn, EaDlrl'lon Olte ot tl"\' ltue Contrl:t PertOC or Ert,nslon
t1'\in In tUe:t,

iht cn.r9~ I""CS "-:'ns ."'\e e~n::1I~S for 'he ''''suln;
Ell'~S!OI'\ mly be tP\l"'ge: OV 13M C~ WIll not be e~.a:"\~,: Dy
IBM 'ro!"n t", eate ""M morttns O~IO' to U"'ll COM~"ee~1Olt :lIte
o~ suen £ItlnSlon tnrou;n rt$ £aOll'ltIO'"l Cite, t~ce:~ IS ee­
s:rIDt: In 1n lS Se:110n .....0 ,.=e~t t~lt " s",c~ £&01'8:.0" 01" IS
10lust,: .s C~SCl'loeO .n the s.:tlon '''trt,~ -MI:nl!'\' MOC.ttca­
":"'\$ - the Cl"'la'9~ OUftf'\Q ''''e e:::,.;s:""'lt"t Pert:>: may be
,r,=rfIS'O t)v Isrl. .n I::~~:la"'·ce Yil.fltl"'l ~"\f u:~ .. L.I",I~ :"~'SIO"'S

CeSC'It>f: U" t~ 5':1'0"'\$ e"~'t1'= -,n=·tlseS In L.tase Con:ra~
Pf·'OC Mont~ty Cf'\.Ifg.S- 1"'0 -PufCl'\lse OOhon" PrIor to ,~

EaOlratlon C.:t ot I ..tase COnH.:t P'fIOC 0' one-y,.' E.atenslOf'\.
IBM Mil p'OV10e tn, Cusl\J~e!" WI'" wrmen notIce ot III ,~n
Cf'\"9fS I"'C terms 1'"'0 eo!'\:1tlons tor 'I'\e ,"'SUlnO Extt"$'on

O",ran; tr'\f E](,,"slo~ 'here w,1I ~ In Upper L,lnrt "'r~ U~::>er

LIl'f''H1 to' ,nt EI'~"SI:)n IS ca'cutal(lO by Inc·eas.f"lC lI'\e ,n",.'
Montl"\l~' L.tJ~t Cn.·ge l:'l ~f1e:t lor • ma:~ln, on tne tonm~"'Ice-

PI~ '3 o' n

?
c}"

... - "".. 110

'~"·I":t 50"".,:1, .~.:: u:"...""t1(l~ u~t' Cl 1ft('" .....:"'" .,. '!""y ... * ~ .",,"'1',,\, \oJ'''' ~, .'ef Aft'f' ~ '..,' U•.:,.', :',.",: ~..:,:"... t -.h
___C_Jltftn~,·J':":~~1'" De tf'\..:!ft""C.Jio"'.l'. te~' I", ~·_U-f' "'la~"f" 0 t~ a::~:>":J"':f' WIt'"
--- -"-. -..... ....- .... ~ .......... •'- •.. ;..•.:.-I...;.::~."":..- • '.'_-J~"""":':"':'::-:::'..!:!,".a _ ~ _. ·!_ .. • -:-:~I'::.t .~~r:,,~-

:;::=:::::::r:l::...--E-';:;Y---=-==-.-:~~==---_'~.- -. _. - -.- .~ ~-' __.---- .~ _.~;.=-:--=::-..;~~~~
.__ mifl't'\lf'flCt'n:)TtNn9tocmona~~so'Mllf-\lenlnc.t bef=-.:....SerYJc.e. or ISM mav c."."ge trit '.~aer.lnt UfO",,, 'Ctll;:-.ahon
__ • let 'VtX)" 15 ~.\f'l!\. ~.Ot Wf.nen nol.e. '0 taM _ _ _ t~ Ootionai ~ttOO~ Of Mal"t~I'\A"Ce s.f\fCCt ..t anv ."""-ut:lIOn--1

:==::::: -o~hOl'\aJ F.. tOOl Of-M••t\ttnal'\Ce~."'lt._t .. 'e su.t>t!:t \e l,n~_J~tt_mO"\l!,,~ptlO~ 'lIt'lHe" ~~~;! t~!."'. Cws~~mer l:::':)~ t,5, caVS==
.c.r~~~~""· ..·o...,.... ·v t.~"ntP"'.,..c-. t:hl~9f bt~PCOn ~ ""M.- ~ •. :-" "'tJl~pf"\ "':mrt to t9!.' t!"'l£ C:J~~~""<-t !"'.i; C:s:~~tmue-I~i
('."." Gf'" '.. -_. l'\1',~,,.,,"\4ItG tv "'!!··~"'V!"''' t~.. "'C~t!C-"1 c·· ~"\i .·f"fl"':"~ O· ' 0'"',,; ..,:" t.r-' •• ~ i·t #;~ , .. ~:')'I"" I

",~~~"t.,. ;:~;",t'.;.';:t CP",I'9t R'l?t to!" t"t ~~:"'int ~\' U'if ('I: t""~ .'IEC,.;t Oil' t:\' ~"'I!·,,,:·t;s; r' t~i''''?~ ~)":'{l"'~~;f",r;.;.;,.... I

---IC:lllcaDt, Pe,e'''1I9'' ttl' 'I'\e OE'tlO1'al Pt"ec~ ot F-Jtf P,'ct"'~a;\,S tll:","r V'C'Jf'\ ors 9"1"01' Inc Or.hOnat
.•,~a,,,,,,."a"tr Sf"V1C' S"\OW1" ,n ''''' El"\,o,t A::O·tIOI'\II Mi:)"~"'lV ":f'IC:~ 0' Ma "'\f''' .... ~" S!'''\'':t' ",-,., t't":Ol"'"\~ ."t:,.;,.. IS s~elh.O
~~a::'\tel'\al"l:t C"" f 9's "',1; cotn""e"'c:t UDO!"\ tf'\t t.fJtt'~IOf'\ of EIC"! as C~:)VI~'~ ,t'I "'If! SectIon a!'\o an ,". S,ttlo,,", (lntl1'tC
t ...~ 11"\'1·. ~P"~:::-' V~'!'\tf"'~'"':t St:1"'o'.:COtO"~""I~~f1,et~ei~' -~~!st CO"'H'a::! P,...... :! Elt'",~,-:~ II t":"·t,nes l~ 1"'~ ~~.,''''''\ty
c t the Oot·ona l p.t.O~S ot t."alr'UtlUn:l ~er\'ltt_ .-nrcntYef rs L.ea~f C:\Afg, t.~:"'\:f~:. ;..;St: .:. ... a·;t" :'a~e::'i c .... : _.:-;,~' ... '-n·, Fo,-.
la~tr ... he 1t'\I!lJ~ ~'tO: of Mal"'ttnan.ce Sf.... tc. CO"'''''!''CtS on Ct"\ wlll t>e::lme t1ftellve on tne oa~, S:>fell.,: .n tl'\e f\Ohce 01-
~""t : a\,' (MO!'\C3¥ 1!'\P~ ....;!" Fnoay: 1011 :>""''''9 mf \Jay t~l tl"\e P.al'\ soJcn Increase

--------0 ~c1\4ne .$ .,"Slilled IS soe:tlteO tn the ~teon ft'ntU'd
-!!"'stai:a~,on.-1"'-: l"IZS • o,,;"atlo~ as eS~l~I!SI"': m Wfltl1\; Oy Inc,..SfS In R,nta' Contrlct P,nod Mont.,ty Cha"9~1

tBM If t~ Inlhll ~t~IOO Of Mal"ltr.af\ct ~f\lICf eKO"" or. a Fo' a ma:!"llnt unjE' a ;;e""al C':l"\~ra-:~ Perlo::: !3\.~ .....av 1"-
f":'Y or S..t~r=!\ l~ wtil be ext'f'\oe~ t:v tw~ C~\'S or Ont :.v. C'f'l~f 'r'\p Mcn-"'Il y FOf.>"'I'Ci' C~.aroe A~~ltto"'a'lI5! :~arc! ~a't or
f,s:-e:11ytly, ,~ t~.a~ tnt laS~ oay Of sl./:n lr'tlhlJ Per,:)c ot ~·:l,.,t!"'tv use C~a'ce ;:;a~e'Sl ..;CO~ t~"'!e mo~~~s C~lbr Wfl~'!"'.

"'~a;~~!~~1"\c-e S~':e Wlll ~ Or' 2 S\Jn::av "":O'I:! T ....~ C;..s~~~t"· ""!. o's:~~~,"";,:e ! .... v -a:"W'fD ''''C '~~eo In
!~ ~~ CU$l~~!' ,~~,...·es~ ""':!I.,t!"'I,n:f se"v1ee to" I PI!- ~ s_:", "'=~:::e C'" ~!'\E f"e:~;"'f! :z'e o' ~ ...~ nC'!!~e uOOi"l O""~ -.~f'\~~ S

"'"2:"'\I""e to :>e ~-:*~e: a~ a tiM' ~ ...~$':! "'(1 P"IO~$ c4 :;. :. ~'I~~t',.. "':~·=e O:·!~··~e ~-:e ""e~ Cr..l·;e a-;: M41'tS "III

....a.t'\!c~!"\=! S'''·:t. tM s!rv.:e Wit! ~ prov~: t~ .C:I~lOr.ll c~:o""e et'e:hvt as see:,f,e:
c~ar~ as O!$:!IO!:3 tn ''''of SC:llon e"ltl1ie' "V.Jlntt"lance l:'" Ifr,a" In:'ease me A~~lll:::>~a\M:""'l"ltv ~U't"',t!"'!a1"lce C"a';e
S'-v;ce.... ~elt or tf\e ~e-:!I"\;i1:~!» ~O' O;:;:l:;-:a F-e'I::~ ~. r:.a ...·!'~a":c
Montf'\.Y d"..a";es :01' ••:n macnme WIll be;," on ,"t Com. S!rVICe or 19M mav £",a"~c ~l"'\e Mac!"l,",! Group o!s.:"'a:fO~ or

!""'Ir\ce"T\~nt O.:t 0' ru L.ease Cc~trac~ ?~!tCC Of Eltens.cn or tP'\t O:;)~ionai Feuocs O~ Ma,:"i:enan:e Se!'V~:e. at a"'y i,~e uc~n
I=\ent.' Cot\tra:t Pe"tO~. Unl~SS otne~~Cthea In U\IS Se:t~n. tntH rno"'t"'s ~rl~ Y,'fln~n nOhC, ~o !n!: Custot':'le" U~o-"'l' ~ cays

"·101 wf.:ltn nOhC! to lS~"~ t~e CU$~o~r mlv OIS::>!'\tlf'\Vf anv
M.t~ Aeadmgl O~"ol".a! Fenoos ot Malntel'\,,",ce S~rvlce aUec~eo Oy su:'" n:>t,ce

fBM will rns:a'l .~d ma,n:a~f\ rts meters tor P1an A enet Ptan C o~ tht ,~11:tt~oat' 01 t:'\t mertaf or tna~oe OtnefWtS!. tftt new
ft'\Ae.~~$- FO!' u:r. Pta", A rna:!'un,. wf\ere t'tOu,rec '1'l~ tottlen Ratt. Pe~et~t.;«S-.M~ G!~·oeS!9na~!\ -ano O~tlO1'\&l
Plan C ma:nme. tf\t Customer .;rees 10 fvm1$.~ I ~ntf'\ty ft;>Oft PenQCs of MaIntenance Sfr'\'lCe *11; oe:ome ette:1JVe as s~csh.c.
t: IBM Sf\OWtn; tf\e mIte' I'IZ:11'\: as ot t~ C10SI 01 t"t 'IS~ work
Gay Of ea:t\ ea~I'm:>nr.'l Trt' tust=mer,;reesnon~antet1er. Hovrty SeMee ChaPps
Wftn~ propef c=eratren 01 the mele1'L IBM s hOUfty Mf'V1Ce rata anc mit_hIm d'\arges ar, S&J~e= to

creanqe OV IBM WdftOUt nou;t. •
tnr:ftasn 1ft L.as. CofttrIet Period MoftU\fy~ Ont' t ..-......

FOf I.en V'I' of I lelse COf'ltra:t PerlOC to,. I maenme. be;tn- IN Ion ~'9I1 •
ftt"O WI~~ '''I C~~:r.t~:tme~~Olle O~'9:'\1~~ m tnt SoJ=-.. "It GtShna,'Qn er.ar;!S to~ fa:" ma:~:~e mo" eon~"StonOf
~~:. Ie:: tf',"tz-:ef> wttn fa:l". An.·,,~--u'Y O.tL~_~!!u'e O~~n ~~":' a~: :: et' ;"'.a:!: ::~.l. 1~:a·:.~"'\S 1-:: ''''y
Natmum M~"~~'V LtlH C:-,a·~ (UO;)e1 limIt) ~~ N1 vel'. The ri;;t~; en.a';es Wlh De :.I,e ~y t"'~",s::)~t~m a:::)~oa-::, w~n
UC:>er L,mr. tor tnt h~ yelT of tnt LeiS' Contra::~ II IS!}, s tntn C\r.'T.n~ snl=~t"; ,t'': :>"i,l"'\; D·l:tIC'S ,.~ cos: O~
ca::'uCl~e:Dv m:r'IS'''; t!'\f If'lrt~1 ""~~~\tvL.nstCna~"".~.:t II::>' 1:)' trl~!1'\; 1"\0 U-:·l:.~; tS I C",s::~,· t:t~"'lS! .a:t::~
to•• ~.a:~t~ o~ t~. C:--,o\f'!'\.1'\Cf""t"~Oa" ~:rhe~ 1ft me S",o-. ..nen oertormt: .~ an i3M tC:atIOtl.

D-rfte-: Cy .~ '-'O\J~: wru:~ :s ~t?we: ~v ~~ft~ t"'- tftft;al Ap~t:.&Dl. T'I"
MOftI~~L'ut.Cf'\l·~f~ tn, uc~~Lim" ;>trctfr.soetJt~ 1ft,,, In aoodlon to tn, ena-:2es C~ uno,·r.·usA;·~~ t-le CU$~O-
s."c:>le~nt. 4 ne u::er Lr" .Dr .a:n sv~n''9 ye.' IS f"'te aeeefl te :av .r,,~.jr:ts '~\la: to 'fI'\v ta-ei f4!$Ultl~: ··o~ t"\IS
c.a::..;~tt:OV tn:relstr"; ~"" U:~f~ t1T\t': to· ~':'\t ~:~::n; yea·~ I.. "'''"~et''lt. o. any a:tfYltleS ner-'o.tnoe· '~:lUS.v' o~ cro:>el"ty
ItIl\ 'W'l0;,.,'1'\: 'A1'lI:n " :e!'lve: =v mu!t::!Yln; tM INUI' MCnr.'\Jy \I~" Ina lIta OUt: on lSM $ net ancOtne.
L.a., c".~~cv 1"-u:~.. ~tmrt Pt~""t s~:rl .., 1ft the Su=-­
f"'\etllt For t~st :a ':"~I~t:>"'!S WM1"I I m,:nIMOK~S~to
~ O'OV1SI~S C~ I Ltls~ Ce-:~ra~ Peno: on Of after Innoun:...
mr"1 DU1 ~.o'e me ,ffe:trve Olt, Of an InCftISl rn N Montnty
ltl" C~ar~t su:n Increase:: Cr..,9' 'Mil De ustO as tnt fftt11.11
M~t~tv L.IlH enl·;.

Fo' I m,:1'\I~ no~ ve~ tf'\s~all,: rt t~ C~st~~'S wnftf"\~'
feY' rnl:n,ne rtlS ~e"'\ ',:ewe: :>y .9"lt~ IBM may not 1I\(flas, tne
M~~"'tv l.eu, C~r9' or U:oe' Lrtnlt P,rc,1'\~ untess wnnen
nottee '"'l,1IN~ De't~ 9!'*''' \0 tnt CustOl'ne" It tllst trVMtnontns
Dt'O', tnt a.le Of "'lIomt"'" tr. tf'\e event 0' SU:P\ mer'IH. tnt
Ctolstomer may t'e:t to voce tN oree' 10r 'f\~ .1't,et.O N:t\Ine
.,1""." 0"" monll'\ of n=',hel~IOf" o! sue" mer,.Sf Oy tBM.

For I ml:nlne wnlcn as Ir.S~ll.ee IBM may Incftas. tftt Mo1",t\tv
ltlH C""~9t Uo;)n '''fee montns OrtO'f wrl11,n no\ltt Su:!'\
.,..et'fUt"~ MO~!""tv lelse CP'lI*;, w.tt be t"'E- towfll Of 1\ '!"'Ie
Mo,,:ru)" ~"t., C~.. r9t gt,,\!rally I~ tfl~t lor su:n rr.acrune on lnt
.'1e:!1~ o~~. SoeC,tlf'O ,n tne notice 2) tf\e Montftty le.se Cf\J'C)e
9t~·.'!" In et1e:~ fO' sucn ,,-:a:nfr'\E on tnt ette:"l\'t Cite ,PtC''''O
,1'\ tnt notice to' C\ls~ome", comm'''Clng • new L'U' Contrlct
Pe~tOd Wttn the SI "!\t Base Ttrm 0' 3) the U~:>t'L,",d an tMfCl tOf
''''11 ytlr. I": 10 ,n, eXlt'" that ."y ,ncf,ne ,atHeS ,ne
loouca~lt UC~"1.t",l: tn, e-=ns WIt! llJ10matQJIy De ettl:l~

or. ."s""rlwAl'\nlyt'Ury Oates
Z\2\.Cft.1D
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tit.. MAK!S NO W&""ANT1!S £XJ>.-!SS OR tMPU!l).
INCLUOlNG aUT· NOT LI:~:T£:) TO. Tt'!! 'M~!..'!!) \'YAQ·
"ANTIES 0' tI.£RCMA....,."I'LITY ANt) 'ITNESS FO" A
'ARTICUUR 1tU"'OS!.. I!·.~ .," not oe hI~" tot lOS: ~ru.
for any till", .;atM: tne WS~r."l.r ttv .~ o:.....r Da"ty. or tOl
consecuentlal h~;tS eve~ d 16M !\as Deeft ac'ItH: of the
DOSI<Ds:lty of ~" Gama~. 19M I!'".all no, ce ha:>tl tor ta,lure 10
mall' fItC'".rfIy t5M Ma:t\tnt Se1'vlCt .......:>te c .... f:a ClUMS
beyOno 'SM s tOf'\trot. No leta:>n. ,.;a'~..ss 01 t~••nsm; OU\
of 1fte tr'l'\U:~lons Uf'Oer uns A;'Hf'P'tent may De Drov;~: Cy
.~f'\ef DI"Y "'Oft Nn one yelr aner tnt CA4JSt of .~~ nu
lecrueC. t.r:.01 "'It 1ft lebO" for nonOl~n1may De D'QUgt\,
WI,nan OM VII' I",f t!\e Ca~t 01 tast oayment."he tenons Of 'I'\tS Agr"~'\t "".ay be mOOlt.t~ by IBM ~:>n,,'U" mon~' wrm,,, ftOliU to~ Cuttom,f. Tht CuStom!! may
••ere:,. m. Customers nQ!"rt to term.nat.: Qt.'\IntwlSt. a~
mOOI":.&tlon ShiH oe:~ .",:1.\....

ThIS AOrH~' snatl be 9ove~ 1)y tr\e laws of tftt ~att of
Ntw Vcr- .ftCS COnstrtU1ts tne .~:lft ';"H1"nt"" betwH'" , ....
C...stome r 11'\0 IBM ..tf'\ res'Oe:t 10 HOUfly t3M MI:t\a'W 5eNlce.
The toregOtng tt1ft\S ano eOI"\CitionS '''\Iii Of""I,1 f'\otwIU'\Sta~O'n; .
the ,er1"ftS Of Inv 0flM" suommec Oy tne Customl' .,tn t'tSC)eC\ to
Mourty lB~ Mlen.nl servtCt.

T"4E CUS"OMER ACKNOWlEOCES THAT ME MAS READ
THIS AGREE~£NT. UN:>ERSiA.N~S11 AN~ AGREES TO AU.
TERMS ANO CONOiTIONS 511.T£0 HEREIN.

"\f' flOh:t- it"': ",'~.r,~.: :~.' \~\ " :'.~ ~. .1"'" - "-t' .;.,'" '" . ' ,'1. t'. eo. •• ;, •• ~ Sot' t ;. :: ,n &. "". _-:_.

"f nol.:. a~~ .:. Ita £).tf"~I:>'" .".~rl •.It 'O""l~l"\:'! ~ tJ'l.f ',:","f't' _":v.
----.. h_. , ...... .~.• ~""'I"'''·~~-:--.!' i '~r-c~s :''C-\~.·a:'..tI~~"~{:'~~~ -rw,,.,,,,,wt cUS"('''~!'c.

r ......_.... '.. _.. ..~ . : ~.:::..:~/-:...: ~~-..:- ~ - :~'- : __ ::.: _.::Z::::;~ll_':-_:::~:~
~.-me·"g'ft~n.Ot.ny-bvOpteml,", "t.....;w .... """-.~.ht:C.i)·-:tu;rr-"tl:\.9"h,....:..c:c"..J~..~Zh ,.~-~~w: ..:;£;ii:ccj·-=-:-3
_4••f.uen '9r~fment duty s.;neo..by I>frsons .""nonzee to $\9n~~tNT AND ITS APPlICA8LE SUPPLEMENTS AND EXHIBITS "'--,
--..;)l~~~~t1..Dt .1", c....s~ome:...'_'!c ,e~~."~_ \'a'la~:f -&oRE THE CO'.~$'lET[ "".0 [XCll.:StV[ SiA"':'tlI.£N'T OF' THE_
--':F"",'t~·~'M!a In::SCOl"'.(f.hO,",' cntH$ A;~e""e~~.no .nv SUf':>;"'-·A~RfE.~EN'T·8£T\\E£N-1H£....Rl.ttS-.SU2E1tS£D.1NC A.U-~

~"";~.f' ~ ...v C~stOr.'\f'· Oro.: Of ~:lf' 'H.nfrH':J~.~.U :., ..., ~ C· P~O:-~~':"LS V~ "::l:';." Ar.~rt!..~t!.·S C~!.l (')P \'Jr.!',:"',.! ...
.,o~~te:t ~NO "",L. C~~E~ CO~·~·~""IC"Tl:>N~ t'rTwtEN '~t

tSM is n~, re!:;)O"11Dt~ fOt tatt\J~ to fu'·.tl tts ee:!Qlhons unoer PARTIES RE~ lit;:; TO ':nt SUCJECT ..•..c..nE~ OF 1H15
;nS$ "9fH"'nt'f\l Ovt to tawses Df)'Ono 1\$ c.ontrOI A~REE~£Nl.

Agrtemff'\t for Hour1y 18M "~aCh!nE S~ee

(212c.2626--00)

tr.!rma!10ra· SIJ$lness Ma:h.nes C::''':o''a~lor: I!e·.·~ t'v T~S a~ct=tar,:to· t~fS A9'(l' ......tt." I:"!!S~: •.... ""~"'" '"'\0 !tlt CuStC~(,·I:fPeSto
ae:t~~ or: tn! 'OUO.,.I!"\; te"ms ar.: C01"O·tlons HO")",, 13'1 t..'a:?,\:nt ~!""":!" a"'· lEV Fa:~l,:" to· :':;:',- t!S\I"'; 1"0 C~",!f a:~lvftles.
InClIJo,n; :~~\'efs'o:'\ OJ''!:~!'f re a'eO te oro::-!-" 1!5t l !""; "'~Jfl\l to~"' k~a:f'\'!"1~ Sf""V,::t :s ::-~"'~eC 0' U'\f halla~l':h' ''''0 use 01
rr"':~~~l z'"'= Dr~= ..!-s !!~~u:2:'!S"ste- tc-::ro Pr~;'aml'''Hn;a-:: c!,,:a r. .. :Ct"U: p,=;"Z- o'~=;J:~S~ IS ~wti.,.a'ly a;fH: :.:~on
~.,. U\! C...~:o~e!' l"'l: tS~:, .: ~:"! IEH./. Fa:iUh'.

nRM
"ihtS "e"~e!'!'\!"\1~ .·f(::~h-e +1'0"'"' t"f CI1e t1 tS a:Ct~le~ Dv tBM .~:~s'-'~"\~s C:"",~O""!'"I1 t!:-;l:e'Tl!~ Of re~alf'S dU9 to tr-.e

.~~ S!\a!'- r!""r\al~ .,'\ to!':! ~~n t.·~l"'latee ev 1"'\e C\:s~o~r upon ne;n;e.,:! o~ 1'''' C..~::~!' y.... :>e ~::-1'\' Oy tr'\~ C-:st:mer.
one rno:'\trl sortor Wfleen no\::e c~ ey 16M u::~n uuee rl\:)nthS' Vw'nen rr.I:1"\I"'\" Of ~":;·l~S art U"'J"'aua:te CUfH'\; tne
prIor Wfltten 1"O~lce T~ IVlI\&~Ilr1V of maen,nes If'l~ 1)fogtams CtJS:Or:"te" s sc"'tOu1,= nou'" cue to r.QUlr,~ ma,ntenanc:,. lucn
may te mO::l~le: or terl"r'unate: :>y IBM uoon one montn I nottC~ time ••it b! ...,ene:;Jtl: as m..stuatty I;,eee uxm by trw
USE Customer.nc IBM.

lbe aeMceturrus~dunoer ttns A2'ft~t'\t shaft be used GENERAL
exdUSNety Cy the C\lStOfnef tor program· ,ntino .net u~neT "neCusto",~ .Iottty 'IS:ansl. for- 1'- a:cvra."'Y .-no
a:t,.nteS.•ncludlng eonvrerslOft. Ct,ectfy related to oro;ratn loeova:y of III orogral'Nftlftg used 1ft conne:1lOft wrtn the
tlatlftg Trus tnelUOtS 'eStit\; 1:1I..artt4tS 2SsOC11teC ~J\ ~he1' IBM ma:tune$. 1M OOtrltlO.~~ N ma:~ .. ~tf\ t!'\e ft\I;;!bMS a,.
fur'ftIsfteG Of Customer fumes,*, DfOVtlMS. The C"StOl"ftef stftICutee tOt tf\t CustOfftltf, ta:.sus1Vt use. Ina tne teSUft&n: out-
ft'Dfftents to laM tNt he IS tunet'ltty Of OfOS:>ettNtty I UHf of put tf'!ef'eot. ISM ••urnes no~ tor lOSS or .:unty of
fBY 0f'00u:ts. 'f\C writ not use me MMt:e t>e1n; 1umtS~ uncer Custo.-ner ~tl Of fteOt"CI. Pro;,:,ams t~~ by IB'" .,.
":t'US "OPHfMf'lt .ace~ II" e:>nJV"ChOft wttn She CYstctners us. or Pf'OVtOeG tor tnt Custorntr'S us. at ,he tBM FaeiMy. The
prospect..... use ot au:n t6M ~UC1S. C&momer .~'"' not to c=y Iny aucft c~;rams tor use 0\rtS.tee

01 tfte tBM ra:mty or re~ I"y l;.;..:h c~~;:a~ 1rom 10"1
~":~:~omerIT"' to Clv ~.a-V" for HoUtty IBU ·Maii!:1\a~nt;a-,:pm....''ftn......t:.------- _
Sel"YCt tn 1::~1":.~=tWltl"\ ISU ,esa:>usne: rate In rte::t wne:'l
IN Mf'Ylce IS ""oete:. AU efta,...s Ire IUCtec to en.a~ $Q~:'l""'M fftC'!"It1\S' nc;aca.

Cl\a.-;.s aetr". W1",n '''t It...,,:, is 'va,taote fOf ,".
C\Sto:'fte" I use. as 19'''' &I::n oy t~ Ci.ls:o~·Inc ta~ at t'\e
tBM '.ellfty, Cf\argn Wtii De "'VOte" mOfltruy tOf MMe.S
ft"Cle...e Inc: I~ :»Iva~. Oft ,.=-~t ot 1ft¥OCt.

theft S1\an 0. .oo,~ Ie any cnl~S urio~~e":"'f"ifill!.""rs"!l!'-!)(rl'-~".

amounts eoual tc any I:,":.:>ie ~tl" "O~f oal9~ttC.
"¥tee Of e.,., on IU:~ :~'yeS Of ~ tntl ~9,"~n, Of 1M
ItrvteU 'en",.: I\e·e.,nc.f' or 0t'I tne maCl'\tneS ard oro;rams
or tnt" USI. ,"CI~In; s:a~e .!'\C: ro:.li Of'V\~ Of tsCtS~ tases
O.sec on gtOs.s revenue af'l: anv ,,-.s or a",ouna mhau t!\efe~f

ca.c 0' Dlva:>lt t)y tSM en 'fS~ O~ t1\t tor'90Ing.•SC!USIV't Of
Pt!'SOftl! orODe"V la.,s ass,uec: 01"\ tne ma:nlMS Of ;:Ifo;:"&r:'\S
Ino tal-es D~,eo on Mt It\Come

STORAGE MEDIA AND SUPltuts
E:aceo, '0' Stora;, ~Oil nee,ssl'" fo' t?\t h ..dlOihty I"" use

ot '8'1. 'umlSh.O or09'Il""\S I"'C 11'\C1o,ntJI CO"'SWfnChon of ~oer
tOTft'\S Inc Clres \I1lhZeo III SYOOh'S. ma~.nalsand other 510,.;.
meoca reOylflC bv tn.t CustQl"ne f 10 \1St tf'\t ma~lnts must De
1urnl$f'\tC Dy tnt CtJstOMe' .no m.:st meet IB~ s~e"acahons

MA1NTENlNCE ')
IBM S~lll nl~ tv" .""t' t'H .e:ns to t"'t "la:l'hneS .~d

programs tor maintenance purpos.,. C"I';e$ tor any

- ---------- --- - ...._-- .
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0.: -:. c :>t..: •• ~:' : .,J

--·------...r.~e -2 --- .

~A:::F~::Y

3 Yea=s ~;em ~he cste cf the no~e.

EX :::~S! C~:S

~one .i~h~u~ r=ic=

:~.

:l\:!?.!S':' p~-:t

S~'~a~ ~ank~s ?;i~e !£:e es ~~ :s &~~~~n:ed ~~o~ :~~e to time
~~~S ~:. :~~e=est s~a:l be c~2=;e: c~: :£:c~:i:ed O~ & 350­
elY ?e~= !G:~:= £=~:~~d :~ o::~~: =cys, £~: s~~:: ~e ?2ya~le

Inon:'h~y•

PJ..~.:r! J..~~ P:...A:! c: ?J..Y~~!~:

SO\~~~ ~ankt ~.A.t ~:~:clk, \:~,i~:l

C:"OS!N: I.:-:-:rJ,!!
J. r~~cy ~e=bes, [sq.

P=1er ~o ~he eisbu~.ecen: cf any:pcr~1cn of ~he L=an
r=oeee~St SQ~=owe= sball have la~!s:iec co=~letely ~he fellow­
i~g d~eu~en~a~i=~ :tqui=eQtn~s &~~ c~her co~ci~ions as lis~ed:

NO:t
~,e ~:&n is := bt evide~ced by a no~e c! ~be !o==ove= £n: se:~~t6
by a :i~$: se:c=;:y i~~e=es: C~ ~~e Sec~~i:y P=o~e~:r, ~~e S~~­

I~.~~e c: e.~h c: ~~i:h is s~cje:t ~o 'rr=Qv£l ~y ~~e =&~k.

~!~~K~ D~?OS:! !A~:t P~QC!?~~~

C.!. Co=pu~e= Se=vices. L~:., an~ i:s £:~il1.:es ~i~l main~Ain,

in ~he .g.=ell:tt.d~=in. ~he c~~a:ie~ c~ ~h~ loan, Ive=age mQ~~~~Y
ne: ~=ee eelle:~ed ~al.n:es o! S~5,OOO in ~heir non- in~&=es~
bea=ing che~kinJ .e,oun~s a: So\~an ~Lnkt ~.A. A~y Qe~ic1encT

~ill =es~l: 1n the ~eq~i=ement e~ I c~:eet ~2ymen: by ~he Co=~any
:0 the iank &nn~a:ly c~ L~ amQ~n: e~ual ~o 20: c~ ~he oe!i:ieney
in :~e eve=age net ~=ee colle:tec bala~ees. A mo~~hly s~a~emen~

c! de:and oe~esi: a~a:ysis and St=~i:t ch.=zes ~ill be p=ovi6td
by Sovran Bank, N.A.

;>

----- .
. . '-~ - -- ..

. --- -- ~ --~
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C:.tobt: 3. 'geS... ~ " ..... _---
---·"I:t~·-

_ -==e:

I

~ne :':':-I" owe:' s:tl~l be :"e=·..;:':-e~ ~~ miht ::--.f: ::'::~'''''''lnt
~~vena~~~'to ~~e Ba~k :~ c~~~e::~c~ ~~~h ~ht ~o.~:

a) 7:ie :=:::~a:-.\" :s c-.;:v c-:t2.:-.:':eo e~: e,::s.:.i::b cnde:­
-------------------~he laws c! ~~e S:ate c: v~~b:~~a.

b) ~~ :::i~c~io~ is n~v pe~c:nb' C~ S~ :a~ es kno~~
:~ a~y ~: ~~e :~~;£~y c::::e':~. :~=ea:e~~d a~o~n::

: ~e C:J~?;:~·.

c) ~e exe:~::c~ c: ~~is a~~e~men: 2~= ~: ~he nc~e
e" i cen:.i ':1; :~. e :":,c.:: ::z\-e been c '.,; ~ y c -.: :~=:- i :.ed by
~esclc:ic~s c~:y a:o?:e: ty ~~e S~a=: c: ~~=e~:c=s

0: t.~e co:;~.~)·.

So le~i as .~y ~a=: cf the loan reoai~s ~~~lic,
~ne C==~.~y CQve~&n:s a~d ag=ees :hat i~ .ill:

~o m~=:;age. ~l.dget lien O~ c:he= eDeu=b~an:e of
a~y kin~ n~~ exis~s against a~! c! ~he asse:s of
-he C....-- It -'-. o·he" .1-l-""'- ...........--e-..._-..;.~----~..-'fth:--------... .."-,, .1 • .. 'f;;." - • • "J • .. we •

:here is no ~~ovisio~ o! ~he C~=?any char~er 0=
---oy1.""so-:- c! -.ny--ai:---e-e:n-ent ente-r-ed-~1tt~-o -b-y---'t-he
Co~~a~y which .ill be eont~lvened by ~he exeeu~1on,

aelivery, C~ pe=:o~zan;e by ~he Co:~.ny of tbis
••:"eemen~•

,. r~=nish ~he Bank Yi~h ~i~an:ial s:a~ements

.i:t~n 15 ca:s :_11o.1nl tbe end c! tacK mon~h
and .i~~!n 120 cays a~te= t.he elose o~ each fiscal
vea= ~hi:n shall be ce=:i~ie= as :0 their aec~=.eY
bv :~e ~,1e: r~n.~tial O!!iee= of ~he a,=rower. .
!he f~~a~ci&l s:.temen~s s~all cont.ain a balance
sheet, inco~e s:atement and c~her financial in!cr­
~~~ic~ ~easonably req~1~ed by ~he Sank.

, c)

;~ .)

" :)

v-~

2. Fc=ni5b:o ~he !ank anv o:he~ in~o~ma~ion
~e$~ec~~~g the b~sines5 .~d ope=a:1ons c: ~he
Coc~~~y as the Bank may reasonably ~eques~.

---~:-.-- ..._-~---._-
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~.-..:::::. -.._---_=-:---~--_._._-----
·....------------------------------:;:;.a;~~~~~ ..d~~:.te~~~;~.a:ie~/t~=~pis ~c:u*s-tom- ~A
-------------c-:-41-;y--e a:'r i ed- -1 n-~he._h~in_t £..$_c· f to.b.e -'::;.:-.;..a ::L-::~"l·:n ---=::=:j-..,j

r- -- _. t· t ';". r $ •• ,.It \. '; r- ,.. u,.. s e """I -( .. v,.. .. · ,. l i":-i",,::-:_a~"'::'::=========j
.,."... ••• ,..,~. s ~ •• _ • ..,." .c; ""~ ..

&&nk; ~~ I~ .~y :~me :ht C~~~ Cte~s s~~h ~~sc:£n:t

i~&:ecwa~t e~~he:- £5 ~c a-~\.:.r.~ c:- ~:?es :;: eoyuqe.•..
1~ suc~ ~es;e:t£ &S ~ht hah~ ~ay =ec~i~e, £nd fu~~he:

c;:n :~e E~~t's ~e:~es:. ;~ve ~~e E~~~ ~u:h 1n!o~­

rnl:i~n c= ce~~~:~:£~es-~~-~~e-~a~~ ~fY Ct£~~~ l~

res?ec: =: .~y c! s~ch :~$~:a~ee.

~. Fay a~= ~~~:~£~~e ~~e~ C~~ a:: :,xes. :~a~~es

an: c:.i~s i~?cs~d C~C~'C= assesse: 8~~i~s~ ~~ or
- ~ ~·c -·~~e-··· ev-e-· .- '~s·~-~es ~.'.-& .~.a",.y c ., -......., : -' ~_ ~ .. ,,_ •. t,. _•• ~

..... ~_.;.~ 1""- -_•• - -."'. ·C .... c.._- c- • .. r.e,,.
".;c. •• w_:! ~ ~ 0 •• ·-' ...... __ .. Iio. ..... _: .- .. -~."e '": ,., .... "" ...

in go=c :a~~~ :; £;r~:~=:£:e .e;,. ;:~=e~::~bs.

g) So lcng ~s a~y ~a~: c: the :oan ~e~ai~s ~~~aid.
~he C~~~L~Y tove~&~~s ~n: a~:ee$ ~~c: ~~ej ~il~

not, ..·i thout p:-io= \t-:i :.:e.n eO:ise~:. c: t.he ~ani:.;

,. :i::-eh!.se 0': ~e:!ee!t &:')y c£ 'the::: o,,--n' i'~oek~
deela,:e C~ ~ey ~ny ci~i6enct e~ make &~y c~~er

dis~=i~ution c! t~o~e=ty in res~e~~ c! ~he Com~.n,
sf.oc:.k;

------ .2~!e:g~, mc=~.lie, t~:~=~t=. :~ase e= sell
(ex:e~~ ~n the c=;~na~y e;~=se c: b~sine!s &nc
~n:~= ~~~$ ai=eeme~~) &~; c! ~~ti= .s~e~s ~i~~­
C~~ ee~se~~ c! ~he S2~k, ~~i:~ ee~sen~ s~a:l

n~: be u~=ta$ona=~y vi~~~elc;

3. C=el~e, inc~=. c= assume .~y e~he= i~de~~tdness
ex:er~ in :he c=ci~a=l to~=se c~ b~s~ness;

4. Se I pa:'ty ~o a~y m~=I~= e= ec~so:i~l~iQnt C~

sell c= :=ans!e= all, cr S~bS:2~:i&11y all. ~~t1r

p=c~e:~y to a~l ~e:son, !i~ e: ec:~:=a~ie~ ~i~h­

O~: :he consent c: ~~e ~a~k. vnieh tonse~: shall
no: be u~~e.son.=:y ~it~~tl~;

5. ~~ke .~y l02n to a~y pe=so~, :~=m c: eorpo~.:ion.

ex:e~: ~n the o=~ina=y co~:se e! ~~e~= b~siness, c=
~o ~heir e~~loyees, c:!i:e~s. c~=ec~c=s. or s~ock­

holce:-s;
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..-~o:;- -
..=-_""'_....,,~~T-------- ::: ;:;-. -- - ---

- ------.- _.,-_.- !. A~s~i:,.;&=~s~r-o·:~~~~e~:::~~?'
~~atlt ~~ ~~L C:1~;i;::~! c: ~~y ?~:t~~, ~::: C~

-.... -C 0:--;>:":- &:. i O~; exe e~:. ::y ~n~c: I emcn t. :::- ~ht ~·..l':?CS~
of cis:o~n: c:- c~ll~'~~O~t c! nc~es c= c:~e~ i~$::-~­
~en~s :-e:e:ved by t~~ Cc~?a~y t~om C~$:omE~1 1n
~ne c~:~nk=Y c~~:s~ c: :~L:~ ~~S~~~!>;

.---- .i-7 ...C!\.1se_ ..c=.~pe~;:.; a~)' r:-.aj~= :.::-.&~;e

t:.anag,e.men-:.;
.: -

s. ~ak! ex~e~~~:~:-es ._- !~xe~ £sse:s :~~:~ases

~he=e ;=::~:s &~C ~:~-:~S~ c~::cys £~e :~s~::~::e~~

~= se~\::e e~:s~~~; £~: ~~:'e::e: oe::.

!~!E~~:7~ :~ E:~~O~
• l.. .~ r ..........~ ~~.""ie 1:r .... ~K ;"5 "". ..., ....... ~ ..........~ ...... .:~ ... s ....
:>O:-=Ow~:- S •• c..~ .. '';:-:::'$.. - - _..... • - ..... - -: c.~ --_. -: •••b r.e -
lc~ie~ (:~e ~a~k s~a~~&=c ::~= e:- e:~e~ =es:~~:~C~ :~ :C== a~:

s~bs:a~ee a:cer~a::e to :~e ~.nk) .n: a::ept£t:e e¥ic~~:e th2~

icrrowe= ~S & to=~:=itic~ in good s:a~:~~&.

,
f•

CO~":N':tN:Y
Tr~s ~o==i~en: ~s ec~:~~.e~~ ~~:n t~e Sank's ~e:ei;: and a~~rov&l
of ~. 10:= and subs~&n:e c! all con:=ac~1 be~ween ~he D:~over

and any c~lani~.~icn ;~ovi~i~1 51 cr mere of ~h. ~~ojeeted revenue
:0 ~he CQ=~5~Y c~=in. ~he ~t~ of the lean. 1f t in i~$ sole dettr­
~~~a:i=n. :~e !a~k ~in:s .~1 &s~et: e! :bese CQn~=ac~s Ynac~e~~able
a~~ ~~. ~~I;:e'~I::e &s~e:: is n:~ t:~=ec:£4 ~e ~he s.~is:ae~icn0= ~he E&~kt :~e :a~k s~all have :~e =i.~: ~c ~t~~ina~e ~h~s
coc=~:~en: a~d s~&:l have no :~=~~~~ c~l~'I:ie~ he=e~~oe=.

O:E!~ D~:U~!l\:S

!Q~CVtr s~.ll ~~~~ish I~eh cthe~ i~s~=~~.n:s, doc~men~s,

crin~ons a~:ie~ a$.~=a~:el &S ;h, !&n~ =~~~e.sc~&=!~ requi=e.

A~~R~VA~ 0: l~A~ D~==~!~~A~:~~ AK~ t!!S A~D tXrt~S!S

Tn. Lean s~&ll be maoe ~i~he~: c~s: :0 ~he Sank. S===ev,= shall
pay .:1 eos:s &~d ex;e~ses 1~:~~=td i~ ecnnec:icn ~i~h :~is

Lean ~~e~her cr no: :~e ~oan is close:, i~elu:in&, b~: no~

li:i:ed to lel11 !ees. A:l =eq~isi:e loan documents ana ~elate~

1ns:~umen:s s~a:l, a~ :ne o;:i:n e! :~e ~lnK, be s~b=i::ed to
the Dank's a::e=ney !c= ~eview a~= a~~=~v&l. and by ~he .:te~:an:e

c! :~is eo~=i:mtn: as he:e1na~t~~ se: ~C~~~, !o~~ove= shall be
deemed ~o have ex;=ess:, ag=eed to PlY .:1 legal ~ees ~~:~==~d

by ~he ~a~k 1~ to~nettion ~he=ev~:h.

)

----- ---- .. -



~.J!I~ ... cANs··rOR .OIlERTSON. tNC.
rINAL AUDIT REPORT · ~A·ttach.'·nt 112

Page SS of 76

~nt V~~~:~~) c: ttir :=~~::m:n: :s t~~:e:~ :~ th~ L::C=::Y
cf all i~!o:-rr.&tion, :-~~:'est:r.:.&~ic~s &r--.C r..a~e:iL: S~;=:';'''''tC

~i~h, a~d in su~pcrt ci, borrowe:'s £;r:i:c:~:~ !::- ~h! ~an~

:~ the event ~he Bank dete~~in~s ~~&: any.~~!c~~&:1cn or ~
r!;=ese~~a~~c~s ,~~~£~~e~ :.~ ~~~ ~oan ':~.::l::C~ t~e ~:~

n:c~=ate or e==~ec~, -~he-Bank-shal~~~ve·~he-~~~~~to
te~~~n.te this co~~i:~en:, ~~e=e~~:~ ~he Sank s~.:l have
~o !~=~~er ebli;A~i=ns he=eu~de:-.

ASS:v::~~l;:- ::. ~::::::}.:::N

~ei~~e~ ~~:$ cc~~i~~en: ~:~ ~~e

a$si~~e: -i:~o~: r:ic= -~~:~t~

:

.....­....

A::!?7Al\:! C: 7E:S ::~~:::~!!~:

In croe:- :e~ t~is com=i~en: to re~ain e:!e~:~ve, ~~e a::e?­
~a~ee eo~y of ~his co~~i~en~ mus~ De exe:~:ec by S:~~over

and ~e~~=ned ~o ~he Bank at P.O. lex ';231, Chesa,eak&, V~~bi~~~
23320- ··on 0:- ·b~f-o=e--·t·be eX;i:'a.tion. of 1._~n _('0) cays £:-0= ~he
cat.e he:'e.o~. Any ex't.ensicn of su:.h time :0:- .·c·cip-tatitt· ·-l:l:S~

be 1n "'~i~:'n. an:! s ilned by 't-he !a.nk. ....

txPIP.A!IO~ or CO!'!.~!:!E!'-~

10 ea~se ~his cocci~en~ to remain in effee~. ~h. Loan cus~

_ be elesed a~d ~~e i&nk mus~ cisb~~se Lean ~~o:ee:1 ;=i:~ ~~

N~'Vecbe.:- ~O; '9!3~ti~-a~1,",nensic:\ c:s.::h ~.:.. ar-:s~ ~e in
~~i:~~. &~: s!inec by ~he !&~k.

~:~A::~~ 0: CO~~:~~~~!

Tne !ank may :e~~~nl~e ~hil ~~ ... .
• , A~1 c&:e~ial a:ve:,se ~h.n&e sbal1 o:cu~ ~i:.h :-es~ee~

:0 ~~e See~=i:y P=o?e=:y. !:=:-ove=~ c= ~i~h ~ts~e:t. ~~
any c~he= ~e~$on c:- cn~i:y eonnee~ed ~i~h ~he ~&~ c:­
:he Se:~=~:y P=ope=ty fer ~~e ~an e: c~her so~=:e c~

re~.y=e~~ c! ~he Lo£n At &~y ~ime pric= to ~~e tlcs~n&
t.o :.he :"C&~;

)

------_._----.--- - --- --- ----
------------
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.,.;.. ,~,: I #..A--r-L- ..
;,tUwo I~ J D
:~ederick J. :~~verey

------------~\" i : e P= e tid en t

:::1;:;:':
!.:i:.los\:~e

:he u~:e=s~ine: he~e~y a::e;~s ~~e !e=e~c:~~
~nd ~~e :e~$, end req~i=emen~s he=ei~ set :c:~~,
~o be bou~Q the~ebj•

.7

)

- --_._- --- - --_._----



__ '.'. _. __. .-FOR aOBERTSOtf,: tNe.
,,. :'~lNALcoAtJDl T REPORT

------

Att-IUth".:n t .12
·pageS10f 76

---_.~.~------

::a::.:ies :-.=:e~ c~::~ a:. f,:::o..·~:.

the princi.:aJ,. ~=t c: t.'1e l~~r· cf S48o,-a;o;m-ot-60i-c:r--Ult

ptJraaz.a p=ice a..-: e.~,-"bl~l.:t tv ;aid i:r.·oi~s Pt~~t4td to tn£,
Lender of I;~uipn-.:.:. to be putc:b!'jlI!d by tb6 8<JrrCNet to b.t an IPn

each 6.31!..~:x: at t.~e r~:e of the BorrcwE;:' S iXiryt ra~e pl.:s 0:1:

. half r.e:ce:tt. Int.eres-; shall te ~.a.rgec and C!l~ate= on the

361 da;:- i-6&:- fac:c: z.::plied to actual dI:'s a."\d ~l te p!yab: \­

~~y. !he Lout &~l be evicier..:ea toy a certain jXar.isso:-/

..
or o:de:, ~~d ~~l ~ seo.:.reC ~ a seOJ::' t-i a;r~e:tt: L--d

1
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I
f

eYide.n:ing t..'ie l~ t.!Ve be1m ~y a:.r-_"1o:ize'i t!z- re$Vl~"ticr~ t.:.:.:...;'

aoo;ted t!f t..~e B:an,~ of ~rectors of t.~c Bor:cwe:.
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LenCe::~ reasonably reques:..

iii. f'a.intain 1I~ua.:.e insura.'"\O! ~ the t)~£

;.

aO\.l\t or ty'p!s of ;f:Je:age &crrcwe: &hal:' ?trvic5e ir.1~L~ in

sue.- r~c:..s as the IP...r..der may -reasonably rtq~re, ..~ ft:~er

upon t."le Lear IS reque!':., c;ive the r..e.-'u:i!: such 1r:fo:mati~ 0:"

~rillic:a~s as t.."1e &"e:-~~r IM)' ~~lre of L"'{ I~ch insurance.

exce~ l:l irs-....L"ces where the va.: idi tj9 of t.~~ ~~t t.'1e:eot is

being contested in CJ=>Od f2..itil ~ 8RXop:iate :~ pro~n;s:
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0" t:L"".s:e: all or S\:·1$tQ~ial:'j· all, c! ia ~ct=e:':j', to =--;:

p.:rs:n, fi:::a 0: a::r::ation 'Withc~ t,."e mnsent ~ the Le.-,:"-,

,
vi... ~, 9..a:..~eef en::b:se, or tr..ber.{. be::;-",!
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,..r •••. ,...:
v .. -.... ...' ... ,

-------,-----

==-- ._ .:aere }.;:~f l~ a.....: :.:i:l"'(..,~ c.~-"'';'ar:·s arC';
=-~- --_:::::=.:.=:.--:.::=:=-=.-:~_.. - - ~----:,.- --- -- .~.~'=:=::I

~ - -~~ ~:.-=-_-.~_=.~.~.~.:--:=-:_:::---------1
_~_ _ ... ~ _ _ __ ~~ ~ ~ :-......_£..'-~~~.-=-=: _---.:.~1

.-.--------- - (.-In the t-.·e~ of" r.::I_fk.~~.!..!?! ..t.he_~;~~; in the I

tT~:::':~~ ~r '::".:': , :;:-~e,.~-=:_r-...-.------.1

---_._-------_. ----- -- ------
tv.'U-~ u:~ ~..: ?i::~e> ::~ ~~e (,~~:':=1 0: ~;(.-

19S5, ~:wee..'\ t..'e Dc::-wer G.~d ~e Lt.."¥ie:, A-::ac:.."'led hce:.c. as

D..~bit A e...~ h'!retJt incor~r&t.ec-nerein ~- ri::etc.et~­

~~ the fcllcwiJa..i ';';na~es L~ :ul., as of ~a cev. . ..............

... -----------

"It ~·wyJ'"I\.l...",
g~ -

F:"e3!r1.Ck J. ty.:...-ver~l,

Viae President.

5



,,>:c_-\~~~O;M£RICANS FOR ROBERTSON, INC.
- -PINAL AUDIT REPORT

Attachment 112
Page 82-- of 76

-~ ---.---~_..... - -- . ~ - .... - ~.. --- ..~ ...-- ..._.- -- -- _.. _---.
.~----

--*~-..,~--::......:=...:.-:---..... ..:........ =-:..---~-..-:-.~~ '::"'::.~~~:w...,.-$.~ -. -. ... -- ....

_~~_H;' .~~~:~~T~~~E~~~~~::~~~~1tJ:~~~aJr:L:1~n".::i:r::'i,~~_=-c~-,i=-OT:::;:·=J::x,v"::;t':-;~:::'t::::;;l;=~:;::::::::rr--i:;;;:;:::;;-;;;;~;:::::~=r:-::~~~~~:=~'~
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·----re.~rte~ .--."",a-.L. "'-'-_ ~ J.er __':""_7.:..~n~ "r... r\. ... h",;;)_-::t~_n_.~_l.J~ .•~~N, .. ~h.• , -.'-
~ Dln::rlCt cf C~ltJ:':;." '::J;r,o~bt~:::rl (i'er~;r,£~:,!: ret~::f'a :":;--.6 I

t:te -I.1uycr·).. I

~ 1 T N E $ $ C T 0;............ -- ......... --~ ............ .-.

-- -_... - TUAT YO R A HU 1 N CONSlUt: lU\T 1UN u l t ti C ~ ,.\ no ~ ~ ~ .. c .- _ ..... _•.

·Sl.~Cl (1~ld c~tler ';:Jod 3:1.1 \lalua:.;~e :oi,siderat1cn pald til' the
duyer to t:'\e.-Se1...ler 4_~t~e _reCf:lp~_ ~_~ wr'dcn 18 nereoy 4.:,.i.-J-..edqed,
~ne Seller, ~J tne6~ presents, ~~~6 here~y carqa1n, sell. a.'lgn,
transfer, convey and eet over :=>-.. tiHe t;uye: 6:: l:en.s ot ;.:t::aoh6l
proper~y :cnstltutlnq a part of t~e ·:o=r~ter Syste~,· ·~bl1~nq

Equlp~c~t,· ·:~sts 3~d aCtner £~~:~~ent~ ;~ere;nci:er

=olle:::':',:t::'! :e:c::t:= :~.as t~ie ··.S:ie:~·\ ~5 det~~ec ~:"'. t.:.e
PurC:1.1se A;:eemen: :;etween t~e 5cll~( dr.d t~e h ... yt:f do.t\:..J .. 8 0:
January 2~, 1937, :nere:nafter r~fe::ed t~ as the -?uccnase
A<;reement) •

TO nAVE AND TO BOLO the Assets unto t~e Buyer, it &uCCe080ra
iAnd ass19ns, forever.

-The Selle: -hereby -.arran:s -and -a;.:ee-s that it_had gQ()~'- .~~cl ,_
vali~ ti:le to the Assets and f~rther, tnAt it haa the tight to ~
transfer the same h~reunder; the ASsetS a:e free froa all clai••
&nd encu~ranees: -and that the Seller vl11 "arrant and defend
that title to the Asaets aqainst the clalca of any and all otber
person., fi:cs or corporations whataoever.

IN alTNESS WBBREOF, the Selle: nas caus~d -~~ia'&ill of 56*--------­
to be duly exec~ted a8 of t~e cay and year first A~ove ~rit~en.

G. B. COKPUTEll SERVICES, IIC.

BY:PCt~t¥kf ~
,.

_0

012SS/;:t~/:OM

_... _----. ------
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I

~ - -- ........

of C.b. ':cmput.l.:r ::c=v;'Cf!~, .inc. coo l;lot .-;is 6U=:1 : Q",'n c":lhorJ..:.ed

~o cx(!cu:.e all do=~~:cnt~ 1:1 connect-lon --J.:..h :'j,~ bale '·C?--t.he---------

Agree~entA) ~etween ~~crlcdns For Roberlson. :nc. And G.B. Co~puter

all the representc:.ions a~J warranties cf t~e Cor?ora~ion set

for~h ~n the Agreement are true and correct &s of the date of
this certi:icate~

Prell-dent
G.!. Campu~e= S~:vlces, Inc.
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tet tt, ~ bAUI\ Ul
~~-.•.t~l~, E'C":~ ll""J'~~~~J
~A1.l.t:.. M R.1.OM~

G. B. C~~?~~er Sc~v:=es, :~=.

Box .2.;.t.2-
C~esapeake, V:r;:~ia 2;;2~

t ....u.J. '):l_"C l>l l~

", ~1" :: t~ (":~!fi~ ..... ,
":""";"..J...\ \M~i ~. ~~;~ r\ r ":H

Re: CD t.o AI-"R
,-- 2Jttcba.se--Aqreement ---­

Comout.er and Other Assets

GeDtleme.n:

P~rs~ant ~o t~at eer~alD Pur:~ase A;ree=ent._~Q--DA--ente=~c __
in~o as of January 27, 1987 by and between Americans :or
Rober~son# Inc., & Distric~ cf ColU&bia corporation (-A:R&),
and C. S. Comput.er Services, !nc., a Virginia co~pora~icn

(-Ga-), and ·more particularly ~lOc thereof, the ~~ders1in.d, as
Counsel for APR,. offers ~he following opinion.

AFR is a corporation organized and existing pursuant to the
laws of the·' District of Col~~i., ineo~porated July 21, 1986,
and in 9000 standing in the District of Columbia u~on the date
hereof ..

AFR has authority to enter i~~o, and to perform, ~he trans­
actions contempla~ed in said Purchase Aqreement.

------------------- ~---------
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....'" ,If,,_ •

-- ._._._--....,--......,------------_ .._---_. --~._-
--------- ---- -.~---- ..-:.::......::..:..:=========:::1

we have rt. .... J.e.ec £.:;.~c i'w:c:.iJ::Jc ;\-;:~cmt:n~ Qr..~ ':", L .J·.';.a,:~.-

ments and find no leqal im~ed:~ent to the e~eCU:lcn and imple­
mentation of s~ld Purcnase Agreement.

~~RION E~WYN RARR:SON

ler

cc: AFJt
Thomas R. Prant:, Esquire

-----_._---_. ---_._------- --
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::r!""OIIo"- i~•• l .r_rr.:"" lSu:n ;,: .... r l"lSt!"\:ftl."t~. :2~:~tf.e~~" :::.~~,~.• &=";/':"

.s~u~.n~.s ~, -h. i.nt •• ~ f~UU1: ••

FINANCiAL S7~T£~'S:
~,r .s l;r.; 'i :~. Lt~n ~~.l~ r~~.n ~~t,~.r.:ln;t 9~rr~w.rt it ~,l. ~~:~~1~ •
• ;r.e, :, ~.li~.r to :~. 6.~ .n ,nee-' ~:at.~.~:. ~.1.~:1 s~~et ar.~ ~~-e·

f.~ncl.l l~for~:.on • •••o~.clv reOUl r aa tv the aa~k al Ic:n .s .¥&~l~~le

b\,At in ~c ."pr.t acre tr..n CJJ C'vS Ift.~ :~••!'\j of fl:'" cf i~s {.s:,: .'l ... !..

Any ••:er:.l ~:v.r~ :~.!'\QI In ;~. fi~~ncl.l n~ ot~.r :~n~ltion~ of ~~~

~~"ro~!r. e~ ! •• Ju r 9 ~n ~~. C~ .. : of t~. ~=r:-~_,- \~ de .;i :~;~;~ -~:~'i:­

to •• l~tal'''' th•. ~",lue of ::"\. Secur;,ty Prooerty, lnclucur.;. D.. t llO-. ::r..~~E:

to. ply..nt c- f t"", ••, ."'d l"''':U''.nce or ... !ufl'lS wh.'" oue. 0" Ivt,.ft-:-t C'
In,,lvl~Y cr t~e l"volve~.nt of ~~t 8orro_er IS • ce~tQr In anv
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Americans Fer Rober~sonf :nc .. ::"~t on ~: cn P!'l on r:-~duy, ';~r.uary

23, :9.87 at Law Offices ~arion :dwyn :iarrison, :jOO. ?otom.c

St~ee~, ~.w.# ~hird Floor, ~ashJnQ~cn, ~.c. :DOC~f a quorum

presen~, a~d 3uthorl:ed ::linQwocn, ::squ.:.:e f

:ns'tr~~en~s ~ecessary for nmerj~a~s For Ro~ertson, :nc. ~o

borrow f=om Sovran Bank the sum of S233,480.00, more or less,
- - ---in connection with the- purchase of-the--ass'ets -Io'ca-ted---it-2l33

Smith Avenue, Chesapeake~ Virginia of C. 8. Compu~er Services.

-Inc., and fully authorized Mr. Ellinqwood or Mr. Whelan in the

---- - -_. - -...-
MARION E~~~N HARR:SON
President
Americans For Robertson, I~e.
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(j)
~IS BILL or SALE, dated January 27, 1987, by and betw••ft G.

8. COMPUTER SERVICES, INC., a Virginia corporation (hereinafter
referred to as the ·Seller-), and AMERICANS FOR ROBERTSON, INC.,
a District of Columbia corporation (hereinafter referred to ••~.
the -Buyer-). /~

.!. 1. 1. !. !. !. .! B 1. .!.:
THAT FOR AND IN CONSIDERATION of the sum of One Dollar

($1.00) and other good and valuable consideration paid by the
Buyer to the Seller, the receipt of which 18 hereby acknowledged,
the Seller, by these presents, does hereby bargain, aell, a••19ft,
transfer, convey and set over to-the Buyer all item. of personal
property constituting a part of the ·Computer System,- -Mail1ng
Equipment,· -Lists and ·Other Equipment- (hereinafter
collectively referred to aa the -Assets-) as defined 1n the
Purchase Agreement between the Seller and the Buyer dated .a of
January 27, 1987, (hereinafter referred to as the ·Purchase
Agreement).

TO DAVE AND TO BOLD the Assets unto the Buyer, it succe.sor.
and assigns, forever.

The Seller hereby varrants"and agrees that it had 900d and l-
valid title to th~ Asseta and further, tbat it bas the right to ~
transfer the sa.e hereunder: tbe Assets are free fro. all cia!..
and enculI!brances; -and that the Seller w111 warrant and defend
that title to the A.sets against the cla1•• of any and all otber
persona, f1r•• or corporations vhataoever.

1M WI~S WBBRBOP, the Seller haa caused this B111 of Sale
to be duly executed as of the day and year flrst above written.

G. 8. COMPOTEa SBRVICZS, IIIC.

8Y:Pt~ if,~

0128S/gmd/COM
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G.B. COMPUTER SERVICES, INC.

Certificate of Authority
January 28, 1987

, "
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I hereby certify that I am the President and sole Director

of G.B. Computer Services, Inc. and that as such I am authorized

to execute all documents in connection with the sale of the

.saets of the Corporation located at 2133 Smith Avenue, Chesapeake,

virginia, to Americans For Robertson, Inc., as more fUlly set

forth and described in that certain Purchase Agreement (-the

Agreement-) between Americans For Robertson, Inc. and G.B. Computer
Services, Inc:, dated January 27~ 1987. I further certify that

all the representations and warranties of the Corporation set

forth in the Agreement are true and correct as of the date of

this certificate.

President
G.B. Coaputer Services* Inc •

., .. ._.

..

,,
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MARlON EDWYN HARRISON1.JlO't'C1MAC ST8IET. N.w.
nlRDFLOOIl

'It~D.c:. »J07

QCl)~

CABU ).4EHLAw
TELEX 89491

FACSl'M1tE (102\ 331-4632

January 27, 1987

G. B. Computer Services, Inc.
Box 2442
Chesapeake, Virginia 23320

Re: GB to An
---- hrcba-.e---:Aqre-emen~---

Computer and Other Assets

Gentleaen:

Pursuant to tba~ certai. Purchase Agr....nt to be entered
into as of January 27, 1987 by and between Americans For
Robertson, Inc., a District of COlumbia corporation (eAPR-),
and G. B. COIDputer Serviees, Inc., a VirCJinia corporation
(eGae ), and more particularly !lOc thereof, the undersi9ned, as
Counsel for APR, offe~. the following opinion.

APR is a corporation or9anized and existin9 pursuant to the
laws of the District of Columbia, incorporated July 21, 1986,
and in good standing in the District of Columbia upon the date
hereof.

APR haa authority to enter into, and to perform, the trans­
actions contemplated in said Purchase Agreement •

. i
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We have reviewed said Purchase Agreement and its at~ach­
ments and find no legal impediment to the execution and imple­
mentation of said Purchase Aqreement.

Sincerely,

MARION EDWYN HARRISON

/dr

cc: APR
Thomas R. Prantz, Esquire
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TO: George Border

SUbJ: Purchase 0: !9M Sys~em 35

:'he :ollowl.ng :'5 a detalled agreement. '~e !"'.ave :-~acnec:l with
:SM l~ purcnas~ng ~~e Sys~em 3a.

A. :05T - HARDWARE

CPU S:99,598.00
D~rec~ access s~orage 7:9.8~~ ~;5.~SO.::

Two addi~~onal c:rec~ access s~orage :53,::0.00
650 l:ne per re~nu~e 5~and-a-lone p=~~~er SlS,226.00
~o remote control un~ts (1 for NPI & 1 tor Fe) 58,200.00
Twelve display s~atlon 520,700.00
Main ~ape un~t and con~r. 533,400.00

SOFTWARE COSTS

General Ledqer 52,550.00
Accounts Payable 52,550.00
Payroll 53,250.00
Sys~em 38 Con~. Proqram Facility 522.000.00
Sys~em 38 RPG Paekaqe 52,800.00
Sys~em 38 COBOL $7,200.00
Offiee/38 Tex~ Managemen~ SI.800.00
Language Dic~10nary 519S.00
Interac~~ve Data Base Unit 53.000.00
Display Info Facility S3,250.00
Perf Mes Tools Sl,OOO.OO

TO'l'AL SOFn7ARE C~ST .ll.9, 595.00

The following is L~e agreement we have reached with IBM. Total
price or 5415,399.00

Upon signing of the contract we will depos1t w1th IBM 550,000.00
of good faith money. Opon delivery, IBM will receive 50\
of the 5415,399.00 minus S50,000 deposit which is $182,699.50.

In 'order to, finance with the bank, our agreement is we pay
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40' down and spread ~he balance over three years: 40' of 5207,699
• 583,079.80 minus the 550,000 deposlt. Opon delivery I have
~o have additional cash of 533,079.80 in order for me to meet
that obliqa~ion. As you know, Novemoer :, 1985 I wlll rece1ve
530,COO.OO per our agreemen~ wl1:h F:::eeaom Councll and Freedom
Founcatlon. The 530,000.00 plus the 53,079.80 whl.ch w1.11 be
taken !rom worklnq capl~al wlll cover ~~e f~rs~ hal! payment.
ThU''ty days from delivery I w111 have tC come up wl~h an additional
S83,Oi9.60 (40' of second 5207,699.00\ and ~~e bank w:ll finance
the balance over ~hree years~)

on November ~S, 1985, : wl.l: involce F:-eedom Counc:..l, Freedom
Founda't-lon and Natlonal ?erspect:.:.ves :::st:.:.t.'"lt.e "for our services
which wlll be about S:OO,OOO.OO. ~n Decemoer :, 1985, Freedom
Counc~l and F=eeaom Fcuncat.lon will ~~ve me ~~e nex~ S30,000.00
up-fron~ money whic:l added· ~o t.he $:0,000.00 w111 91ve me

550,000 to apply toward ~y December 25 funcs needed c: S83,079.60.
As you can see, : will have a shor-: :all of approximately
533,000.00. ~o cover 'this, I have made two ~entat~ve aareemen~:

(l) 1 have told Dave Jackman about my problem and he said
he could possibly ad.vance us (througn Freeaom Counc:.l and the
Freedom Founda~ion direc~~y to us) 560,000.00. (2) Fred Turvey,
Vice Presiden~, Sovran Bank, has aqreed' to perhaps ftirid me
the short; fall of S33,000.00 for 30 days. However, we still
need to purchase the software from Caiiforn1a which will be
done as follows: Cost. 535,000.00, S5,000.00 up front money
applied to 535,000.00, leavl.ng balance due 530,000.00. Forty
pereen't (40\) of S35,000.00 = 514,000.00 m~nus the 55,000.00
front. money leaves GB needing 59,000.00 additi.onal cash which
will come from opera~in9 capital (which can be donel.

summary of GB Cash f=om November ~, 1985 th:ouc;h ;anuary 1,
1986 :

Balance November 1, 1985
Funes OWed GB from 10115 Bal.
(S97 , 307 • 40 - S50 , 000 • 00 (IBM 3 8 ) S30 , 000 • 00
recelved lOlli/aS)

:ron~ Money ~:/1/e5

Money available 1:/1/85

P/R 1:/1/85 , ouar~e=ly Repor~

GB Bllling Due t~ Vendor
11/15/85

Funes Ava~lable 11/15/85

5 3,000.00

17,307.40

20,307,40

30,000.00

50,307.40

(10,000.001
(15,000.00)
( 9,000.00)

16,307.40
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Bi\linq Fe, FF, NPI SlOO.OOO.OO
(Ne~ ~o qet S50.000 when 38 arr~ve$i

Fund~ Available 1~/22/8S

IBM Delivery
Balance A~ter Delivery

Mailing For NovemDer
P/R 1:/29/85

Balance 12/1/85

Billing 12/1185
Balance Oue f:om 11/15/85

Funds available 12/1185

Bills GB, NPI, Fe, FF
pitt -12l1'3
Mailinq
12/20/85 581,079.60 due IBM
($30,000.00 from GD Balance and
550,000.00 from Fe, FP or CBR
advanee12/15 Billinq)
Funds available 12/20/85
Miscellaneous expense
Funes Available 111/86
Fron't Money
Balance due from·12/1S/85 Billing

runes Available 12/1/85

50.000.00

66.307.40

( 33.0i9.6~
33,227.80

( 20, 000 • 00)
t lOr 00 0 • 0 01

3,000.00

30,000.00
50,000.00

83,000.00

{ 20 , 000 • 001
{ 10,.000.00)
( 10,000.001

( 30,000.00\

13.000.00-.
:>,uUO.Od
8.000.00

30,000.00
50.000.00

88.000.00

T~e S85,000.00 should be enough to operate for the month of
Janua.~ and as ~~e month passes our working capital will increase
mon~ly by 530,000.00 plus 20' of our billinq wha~ will be
apprcxima~ely $20,000.00 monthly.

As you can see ~~e success of our meeting I!M paymen~s depends
on Fe. FF mee'tin; our needs. They mus~ know our p~oblem and
be willinq ~o make adjus~men~s in ~~ash flow for 60 days.

S~ DAVIS
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To: George Border

From: Steve Raiford

Da~e: oe~oDer li, ~98S

The following :..S a l:"st of major mailinc;s i over :,000 copies)
"hat. we have on t..'1e scheeaule :for ~":.e r~m.al.nder of t..'1e year
in Produc~~on Mail.

OCtober
Freedoll Report/9i~t card mailinc;, :06,000 p1.eees sent ou~ via
bulk rate. ?osuge co.~ - 513 f 350.
Va. Voters bulk -ailiDq, 37,000 pl..eas. Postaqe cost - $4,625.
rreeaoa Aler~, 60,000 pieces. eo.~ - S13,200.

NoveJlber
Freeooa Repor~J9ift card mailing, 115,000 pieces. postage COI~

- $14.375.
Prospect package, 60,000 pieces. COlt - $13.200.

Decellber
Freeaoa Repor~/9ift card .ailing, 115,000 pieces. Postage co.~

- $14,375.
Propeet package, 10,000 piece., cos~ - 51.250.

Tenauve new ..1Ibership premiums &rmotmc:...nt, $140,000 pieces.
PO'~9. eos~ S17,500.
Freedoa Aler~, 60,000 pieces. cost - $13,200.

This list does not inelu4e receipt aailiDqs, radio tape a.iliuqs,
or mailings to ~e sute coordinators: th... Niling. usually
run under S, 000 pieces and are handled by our Mail Processing
depu'tJDeD't. •

.....-
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Schedule of Billing_ fro.
Ga coaputer Services to

Fr••do. Council and Leadersbip foundation
prior to final pa~!nt on IBM co.pater Syst••

Charged to inco•• of 11/
BillinCJ2/ Billiog Freedoa Leadership

Date - yount Council Foundation

8/01/85 $ 30,000.00 $ 25,000.00 $ 5,000.00

8/16-9/15/85 15,039.99 15,039.99

9/01/85 30,000 .. 00 25,000.00 5,000.00

9/16-10/15/85 93,187.10 93,187.10-

Special Billing

in Oct. 180,000.00 150,000.00 30,000.00

10/01/85 30,000.00 25,000.00 S,OOO.OO
~"'

10/16-11/15/85 98,293.27 98,293.27

~~...,

11/01/85 30,000.001/
-~-~ - -- ~~

11/16-12/15/85 103,317.01 103,317.01

(:r~'t> 12/01/85 30,000.00

12/15/85-1/15/86 99,547.26 99,547.26

1/01/86 30,000.00

-------
;'; 'fotal 8111ed $169,38~.'3

1/ Per GBCSI posting. to inco•• accounts in GBCSI general
Iedger unless otherwise noted.

2/ Billing Date and amounts are in records provided by GB
Computer Services, Inc.

3/ Last three $30,000 payaents are assumed to be the monthly
$25,000 charge to Freedo. Council and the monthly $5,000 cbarge
to the National Leadership roundation per the service
agree.ents. A $30,000 charge to incom. from National
Perspective Institute does appear in the books on 10/31/85. Th.
records relative to National Perspectives Institute are not
sufficient to deter.ine the billings to thea.



IDea•• State.ent ~ount. for1/
. G8 coaputer Servlces, Inc. -

Ronth Rev.Dues Expense. Profit

Aug- 1985 $ 30,000.00 $ 5,818.13 $ 24,181.87

Sept. 1985 SO,147.2i 25,566.93 24,580.34

Oct. 1985 342,584 .. 21 85,870.86 256,713.35

Nov. 1985~/ 107,723.35 85,284.81 22,438.54

Dec. 1985 140,539.08 72,320.59 68,218.49

Jan .. 1986 110,073.60 73,090.27 36,983.33

Feb. 1986 93;924.27 384,935.89 (291,011.62)

1/ Incom. Statements were only provided from the outset of
business operations through the end of February, 1986.

2/ No income statement in the records for November, 1985. The
imounts were derived fro. the year-to-date totals at the end of
Deeeaber le•• the .mounts for Deceaber lesa the year-to-date
totals at the end of October.
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,
1.

The Freeciom Couneu. ~eorle SOAder. and

GB Com~uter Servlces. :~e. ~ Pa.rtles J

?a.rtles recogrn:e tha.t:

&. A contract o%'"lgu~ally c.ated A~gust :. lQS5 a:1Q amended a.s of

Apnl 1. ~q86. '~'as e':"lterec ~::tO oetween _:le ~ :-eeaom Councu

("TFC") a.nti G3 Computer Se:-vlces. ::;c. ~"GB~j :-egarcitng cerum

services to be renderea and ~he fee for such SeMTlCeS based

on erpenses tncurred for provIding t~e servIces.

b. -:FC has ceased o?erauons and desIres to WTap-Up and te:-tnmat.e

c. GB anei TFC intend to cease coft~ractual relationship as of August

1. 1986 pu.rsuant to the term and conditions of this agreement.

z. -:rc is to deliver a Icbecule of services reqw.red. from C3. Upon

"eei~t CB is to prom~tly provide '!FC a proposed tranSItional ?1a.D

for the termUl&t1on of all personnel and the sllary. severance and

other costs dunn g the t:-anSlnonal period. CB employees except

for Ceorge Borcier. will be given the same tenrl1nauon benefits a.s

'Ire employees plus an., acc~eci unused vacauon. Georg'! Bonier

will be compensated a.s set forth in pa..ngnpns Sana b of this agreement

in lieu of any and all other benefits.

3. GB is to promptly list all their known or cODt.e:npUited obligations.

contraets. and COaDDl~ents.
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4. CB will coc'gerate promptly and proviae access to ail fir.anclIu daQ

of ~a ana Ire.
5. George BCJraer w111 contlnue to be compensated at $84. 000 per annum

on a monthl!, Ca.S1S up to June 30. 1'187. ·~B will con:tinue to provide

serv1ces. 7he fees for servlces c~u!ed to 7FC from AUIUst 1.

lq85 through the end of the t!"atlSltlonai ?enod shall be reeom~u~ed

to equal the cost i:H:'t.lr:-eci by Go r.et of a nv !"~v~nues reeeived.

:'be objectIVe bemg ~~a.t G3 9.-ti1. on a cumulative basls !~m August

1. 1986. l~a.ve operated on a creak even OaslS.

6. ~otw1thstanding the foregomg:

a.. :FC to :"jold George Border and G3 Com~uter Servlcu'II Inc:.

harmless ::-OtD any and all liability L""ising from CB's contrac't

with TFe.

'b. !'Fe acrees to hold Ceoqe Bonier ha.rmless from any lou on

sale of his bouse as fo11Dws:

a) At an., time up to and. indudinl Jalluary' 31. 1987 :-rc will

at George Borciers sole OptioD aDd request. reimburse Ceorre

Borcier far all e~uity in house.

b) In the eveDt CB se.lls house on or before Ja.nuary 31. 1987

Tre retains the right to purc:ha.se the house by matching a purchase

offer IFe deemed to lo••

c. Equity is defined.. for the purpose of this draft agreement as

a.ll. monies expended or obliganofts lneurred in the building of

said. house at the time of the proposed sale or request for reimburse-

malt.

d. :"F"C acknowledges that Gearge Bonier bu advanced S65.000 to
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GB as a loan to facilitate OUSlness open.ttons. :FC agrees to

the reImbursement to George Borcier of the 5bS. 000 Joan.

e.. :~ reiationslup to IBM 38 and related eqwpment owned by GS.

GB has the optl0n to request that 7:C a.ssume full responslbility

for Sovra.n note a.nd related eqwpment on or >b~fore December

!FC would then own a.il of the eqwpment covered

by the note.. : n that event. 7:C shall hold G3 harmiess from

anT and all liabilities for the computer • all reiated equipment.

fixtures. and furniture covered by the note. a.s weU as anT

. ·other ··notes or -ob-lig-ations -otl s&iclequipment which may·-e-x:id.--­

7 • GB and TFC reieases each Part'Y from any and all future claims.

8. ~e parnes to this non-binding draft acree that this I.sreement npresents

the intent of the parties to settle the contract between CB and Tre.
This agreement shall not biDa either pa.rty in anT manner whauoever.

and th.e partIes intend the terms hereof to become the basis far

a formal agreement to be executed by the parties upon final draft.
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JIIEIIORAHDUII

TO: The

c.

THROUGH:

FRO":

SUBJECT:

John C. Suri
Staff Direc ~

Lawrence K. No Ie t.IilP hi-
Gene ral Couns I r'- w 0
Kim L. Briqht Coleman,~
Associate Gen ral Counsel

Carmen R. Johnson~orC
Assistant General~sel

Lorenzo Holloway ~/".
Attorney •

Americans for Robertson, Inc. ­
Second Extension of Time to Respond
to the Final Audit Report (LRA 1335)

The Co••ission approved the Final Audit aeport on Americans
for Robertson, Inc. (-the Committee ft

) on March 26, 1992.
Accordin9ly, the Committee's written response to the Pinal Audit
Report was due on May 11, 1992. See 11 c.r.R. S 9038.2(c)(2).
In a letter dated June 16, 1992, the Committee requested an
additional 60 days to respond to the Final Audit Report.
Attachment Ii. In this second request for an extension of time,
the Committee contends that the additional time is necessary
because it is attempting to obtain affidavits froa its regional
directors and it has not been able to contact its New En91and
regional director. Attachment 13. The Committee also argues
that it needs time to review the Audit Division's workpapers.
Id. On June 16, 1992, the Committee also requested certain
dOcumentation supporting the media billing calculations in the
Final Audit Report. Attachment 12.

The Committee also request~d an additional 4S days to respond
to the Final Audit Report on April 30, 1992. Attachment 13.
The Committee argued that that extension was necessary because
it was attempting to obtain affidavits from its regional
directors regarding the operation of its regional offices. Id.
In a separate letter dated April 30, 1992, the Committee
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requested supporting documentation concerning the allocation of
certain expenditures to the state limitations in the Final Audit
Report. Attachment 14. On Kay 14, 1992, the Commis$ion
approved the Committee's request for a 4S day extension until
June 25, 1992. The Audit Division forwarded the supporting
documentation to the Committee in two batches on May 15, 1992
and May 20, 1992.

The Office of General Counsel recommends that the
Commission deny the Committee's request for an additional 60
days to respond to the Final Audit Report. We note that it is
the policy of the Commission not to routinely grant extensions
of time to respond to the final audit report. See 11 C.F.R.
S 9038.4(a). The Committee is now asking for an additional 60
days to essentially complete the same tasks for which the
original extension was granted. Both extension requests use
almost identical justifications. Compare Attachment 11 with
Attachment 13. In this case as well as in the first request for
an extension of time, the Committee did not make an advance
request for the supporting documentation. See Attachments 12
and 14. Rather, the Committee delayed untir-i few days prior to
the due date of its response to request the supporting
documentation. In fact, each request for supporting
documentation was made on the same date as the request for an
e-x-tension of time. F inally ~ we note that this r.equest _f-o[_.an
additional 60 days to respond to the Final Audit Report coaes
very late in the audit process.!/

RECOMEHDATIONS

The Office of General Counsel recommends that the
Commission:

1. Deny the Committee's request for an additional 60 days
to respond to the Final Audit Report; and

2. Approve the appropriate letter notifying the Co••ittee
of the Commission's decision.

Attachaents

1. Letter from Americans for Robertson, Inc., Re: Request for
Extension of Time to Respond to the Final Audit Report
(June 16, 1992).

2. Letter from Americans for Robertson, Inc. Re: Request for
Supporting Documentation (June 16, 1992)

1/ The Committee was granted 3 extensions of time totaling 150
days to respond to the Interim Audit Report.

•

,
\
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~ 3. Letter fro. Aaericans for Robertson, Inc. Re: Request for
~ Bx~en.loD of 71•• to aespond to the Final Audit aeport

(April 30, 1992).

4. Letter fro. Aaericans for Robertson, Inc. Re: Request for
Supporting Doeuaentation (April 30, 1992)
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Dear x.. Brlght-Col...n:

Xi. L. Brlght-cole..n
Offieo of General Coun801
Washin9ton, D.C. 20463

AJlerlcana tor Robertson, Inc. reapeattully raqueet:.•• 60-4ayO'
extension in order _.to .•u-.lt .__~.,~~, ..~~__t~l aUdli: r.po~
of the audit. dlvl.1on. \'be CODl't~.. 1. a~~ID9-to··--0IiU11C:·'

aftidavl~. fro. regional d1rec*ora aftCl bait~ ... abl. w coatactS
the Hev 2ncJlen4 r8CJlonal 4lr~. '1'be Cf' t~ .leo ft t~
to review the work papen of the aUdl~ 41vblon ..... baa J: i:lyl'\:
requ••tecS additional dOCftllMfttat.1on regardiDJ 1:11. oaleul.~lON1 for
1Iedia bl111n<j••

AIlerican. for Robert-aon, I:no.REa

VAJlDBYBhI'D,

GPR/alt

COlfMl.ll
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June 1~, 19,a

--a.u..: l:=::=;-

Mr. Rick al~.r

Audit D i.ion
Peeler Blection. CO..l ..1on
99. street, K.W.
If. 1ngton, D.C. 20463

REI AlMrioane to~ Ro~on, Ihe.

Dear Rick&

It at all pott_lbla, I would like t.o 1:'891.. the vck pIIIJIrE. for
the calculat:iona relat:ed to tM ...1. bUl1acJa. III putlW1ar, I
.. int:....ted if there 1. a breaJtdoWft of tile ...." .... to ....
...1. orvanizatlon.

slft081'Qly,

1Al.1E1.&.~

ATTACh"1r.:t'·NT -~-..--
Page I of~/-
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April 30, 1992

118. K1Il L. Bl:1CJbt.-eolean
otfice ot GeIleral COuncil
Fecleral 81-=1:i08 eo.ai••1oD
wallbiJp,ton, DC 204C3

ReI AMrlcana tor 1lObertaoD, Ino.

VIA TILICOPDa
}to. (202) 2it-392S
AliI) UGULAIt JW.L

Deu .... kiv1*-COleM11:

AMricau'-for-'~,-IDC-~--ri~lvelt-r....---.----.S--_-­
~iOll 1a ac6w W aua.1t, • I:MpODH 'to the IbIll a.u.~ repClrt
or~ Aud1~ otvtatOll. % ...~ U oM:a1ft .frlcla.l~ rrca
the MC)IODal D1rtaoCor8 of .-.rlcau for ltObeI1:IIOD, lac.~
the opent;iOll of the reglOD&1 offices.

8iDoerely,

VaJlDBVIlI'fBR. • , JlIItmI.... , IIUl'1'III

A'I'TACEi"7.trJlT .3
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April 30, 1992

J- ......~ Ms. Xiii L. Bright-ColeIIaD
Office of General Council
Federal Blection Cc.ai••ion
Washinqton, DC 20463

11..: Aaericana for "RobUtson,' ··tnc~

-::.
-<

t--

.., -

If at all poaaibl., I would like to receive the deail paCJ8.
aCCOllpaftyiDg the lICbedul•• concerlliDg the .1:a~. li111b~lona. in
particular, I vou14 like 1:he detail paCJU for 1:b.. follCNi.D9:

AaounU allocated per cc i~ diabunellent journal;

Diabur8e1l.aftt frOil atat.. aCCOUD~;

payroll froa cauitt•• payroll journal;

Payroll tax•• paid;

Payabl..;

Media,

Disbur...ents allocated incorrectly;

Direct mail;

Expense reiaburs••ent tor Waldaan, Ellingwood and Elwell.

-....Icol~.ltr

ATTACI:WE.NT~
Page I of,1
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... Kia L.Bright-eoleaan
"Apr11 ·30 f 19921'.,- 2

Please let. .. know as soon as possible if this material can be
aade available.

Sincerely,

VANDEVENTER, QLAClt, MEREDITH' MARTIN

'.....,;~' II
I I J

/': -' C?---J,-/
/Gordon P. Robertson

GPR/tcj

.....-./cot-..z.\tr
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flEJIIORANDUM

TO:

FRO":

BY:

SUBJECT:

FEDERAL ELECTION COMMISSION

June 30, 1992

The Commission

Lawrence M. Noble
General Counsel

Kim L. Bright-Coleman~
Associate General Counsel

Withdrawal of Americans for Robertson, Inc. ­
Second Extension of Tiae to Respond to the
Final Audit Report (LRA .335)

This Office is withdravin9 the Second Extension of Time in
LRA 1335 which was circulated erroneously for tally vote on
June 26, 1992. On June 25, 1992, the Co..ittee submitted their
response to the Final Audit Report via facsiaile in order to
co.ply with the deadline i.posed by the Coaaission.
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October 8, 1992

MEMORANDUM

TO:

FROM:

SUBJECT:

Marjorie Emlllons

rabrae Brunson;jJ!J

Incorrect Circulation

The attached memorandua was inadvertently

circulated on an informational basis. Please re-circulate it

" on a 72 hour non-sensitive basis. Thank you.



...,
(~'

......

FI·"~RAl ELECTION COMMISSION

October 8, 1992

JIIBJllORANDUJIII

TO:

THROUGH:

FRO":

The Commissi

John C. Sur'i a

Staff Oi re' t ~

Lawrence M. Njble I!
General counsrl

Kim L. BrighJ-coleman~
Associate Ge~eral ;;~unsel

Carmen R. Johnson! I. J .
_A~sistant General~ 1

- --- - -- -~-- ----- -- - -----

Lorenzo Holloway A M
Attorney A,/P

SUBJECT: Americans for Robertson, Inc.
Request to postpone Oral Presentation
(LRA 1335)

I. Iln'RODUCTIOM

Attached are two letters, subaitted by Aaericans for
Robertson, Inc. ("the Coaaitte. R

) on Sept.aber 29, 1992 and
October 5, 1992, requesting that the Coaaission postpone the
Committee's oral presentation that is scheduled for October 21,
1992. Attachments 1 and 2. On March 26, 1992, the Co..ission
approved the Final Audit Report and .ade an initial
determination that the Committee repay $388,543.78 to the United
States Treasury. The Committee submitted its written response
to the Final Audit Report on June 25, 1992.1/ As a part of its
written response, the Committee requested an oral presentation.
On August 8, 1992, the Commission granted the Committee's
request and set the date for the oral presentation as
October 21, 1992.

!/ The Committee requested and was granted a 45 day extension
to submit its written response to the Final Audit Report. The
Commission, however, denied the Committee's second request for
an extension of an additional 60 days to respond to the Final
Audit Report.
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The Committee contends that postponement is necessary
because it has attempted to meet with the Audit Division to
discuss findings in the Final Audit Report, but it has been
unsuccessful in aettinq a date set for the aeeting.2/
Attachment 1 at i. The Committee asserts that in order to
adequately prepare for the oral presentation it expected to have
the meeting a month prior to the oral presentation. Id#
Further, the Committee notes that it anticipates that~here will
be substantial follow-up work by its accountants in order to
prepare its case for hearing_ Attachment 2 at 1. The Committee
contends that a meeting with the Audit Division just prior to
the oral presentation "would substantially prejudice Americana
for Robertson and impede {its] opportunity to adequately prepare
for the oral presentation." Attachment 1 at 1. Therefore, the
Committee requests that the oral presentation be held no earlier
than November 18, 1992.

The Office of General Counsel recommends that the
Commission grant the Committee's request to postpone the oral
presentation and set the date as December 2, 1992. Rescheduling
of the meeting would afford the Commission and the Committee
the opportunity to fully discuss the findinqs in the Final Audit
Report.

Attachaents

1. Letter fro. Coaaittee's Counsel Requesting Postponement
of Oral Presentation. (September 29, 1992).

2. Letter froa Coaaittee's Counsel Requesting Postponement
of Oral Presentation (October 5, 1992).

2/ On October 7, 1992, the Committee and the Audit Division
agreed that the meeting would take place on October 13, 1992.

. ..
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September 29, 1992

VIA TELEFAX 202-219-3880

Carmen Johnson, Esquire
Assistant Gen al Counsel
Federal Ele ions Commission
999 E Str t, N.W.
Washing n, D.C. 20463

Dea~so Johnson:

,::.-

This letter is written to -.alt. a foraal requ••t that the
Feder-al Election--CollBi.ai-oD-__postPOll9_ ~~ ~~ic.n. for Robertson
Oral Presentation currently scheduled on OCtober-----21-, --1992-~----

This postponeaen1: 1. nec...iuted because Aaaricana for
Robertson has sou9ht to Met with the Audit Division regardin9 the
tindinqs contained in the F!lIal Audit Report. A1Iericana for
Robertson contacted ~. Audit Division on sept.abe~ 17, 1992, in
order to seek this ...tinc.J. It va. our expectat.ion ~t we would
have a full lIOnth aft.er this ...tinc.J, and prior to the oral
Presentation, in order 1:0 adequately prepare. 1IoVever, we did not
receive an affiraat1ve re.ponse trOll the Gefter.l COUntIells Office
until Septellber 22, and vere told at that tiM ~~ a ..1:1n9 could
not be held until Bepi:-eJlber 28, 1992. AtUlr fUZ1:her diacu••ions
with the Audit Division r4l9ardi1'lCJ the precis. area of our inquiry,
we were infoned that a aeetinq could not be held until OC*ober 5,
1992 due to schedulinq conflicts. While the General Counsel's
Office has indicated that Aaericans for Robertson presentation
would not be held until twelve business days after the ...tlnq, we
believe this delay would SUbstantially prejudice Aaericans for
Robertson and iapede our opportunity to adequately prepare for the
Oral Presentation.

Americans for Robertson therefore respectfully requests that
the Commission postpone this Oral Presentation to no earlier than
Noveaber 18, or to a Butually convenient tiae, t.o account for this
unexpected delay in our ability to meet with the Audit Division.

GOIDOM/JMWSNfEC.lTI

I
ATTACIDIE'N't -------
Pase .--' of ~
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In addition, in the Commission's notification that the Oral
Pre.entation was scheduled, Americans for Robertson was inforaed
that the Commission would prepare a response to the Americans tor
Robertson response to the Final Audit Report. Upon iriCf\liry, wti
vere informed that the.e materials would not be available until two
to three days prior to the hearing, at the sa•• time they would be
available to the public. We respectfully request that the
COlDlission aake every attempt to forward this docwaent to Americana
for Robertson prior to that time so that we have adequate
opportunity to examine the document and respond to it at the Oral
Presentation.

We appreciate your consideration of our request.

Sincerely,

, MARTIN

. ~/.lt
lie: Joan D. Aikens, Cbairaan-:",

GOIDOI/JllSlf£C.LTI

lTTACHIlENt_, _

1\ Jl..:Paae .r .at .._~__
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Ca.naen JoluUlon, z.q.
A••iatant General Coun••l
Federal Blection co.al••100
999 B S~••~, ••••
waahington, D.C. 20413

Dear Ma. JobDaon:

!
,,-

A8 a follow up to ., letur of 8ep1:-.ber 29, 1.92, an4 1n
co~ion "iUl-rfliC-"~-WiN._tiona· "it:b..~-~ice,--a._~.­
'1111 hrtber exp1a1D 1:be need for • poe~_..'t of Q. 0Ct0bez' 21,
1992 oz.al Pruefttat.ioa of AMrlcua for 1toiae:rt1lOft.

Since t:!le 1....nce of .. rilaa1 A\lCI1~ repon., a..rlama for
RobertsOft Ilaa retaiDed 'the .."ioee of.~ 1ft order 'to
review ita reoorcl8. 'Ita... taI1Y1t1\aala bave ..... ~..ulftt to.- t:Ile
Oral PnHnt:atioa. ~, they ..... nacIlMt • ,olft wher.
conault.at.1oll vtth tbe COl tNloa'. Aa41~ etatr .... 1MGa•• aeal.azy
in order 'to contln ~1a taat.a aDd deta11a Vb1c1a will be t:!le
aUbjec<t of 1:be oral .r.enta~lOft. ..11. 8erlcau ~or .....rtllOft
expected ~a ...-t1ng t» tab place 'ocIaJ, tM tint .. CMOIle4
by ~. AUdit. ~r beoaUN tile lftcl1Yiclualll .., f. 't:b_
...~1"9 were not nailabl•• M or~ vrit1D9 Of au- lau.., Ule
...tinq haa note Nell n ......led. 0ft0e tIua ~'" ... taka
place, bGtftr#er, A8arlcaD8 tor aobertaon an'tlci,.~.. that. ~_. "ill
be aubluntJ.al follov-up work by 1ta 8JOCOuntant.a 1ft oNer t.o
prepare 1u cu. foe beu:i",. It i. foE' till.....1108 t.ha~ AlMcican8
tor ROber'taoa hael requ••t.a4 a ...tlllCJ veil l.n ad.YaftCe of tM oral
Pr••ant.a~lOft.

hrther, YOUZ' off1ce bae propo.ecI • new beu'in9 date of
OCt.ober 28, 1992 on the ba.1. th.~ thi. voa14 be the la.t ti.. th&~

""~."T1
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all C~i••ion.r. would ~ available tor a bearinq date 1n 1"2.'
rill. clat.. i. una.uafaetorf for ~. ree=cr..s aet forth u-o-.-o.
Moreover, it 1. our underatandlD9 that tbe co.al••ion haa ••t •
b..rll1Cj1 on Dec.aber 9, 1993 with revar4 to • Mot-ice of Plopoaed
RuleaaJt!n9. A••uain9 that a ...tin; 1e 8Cheduled with the ALktlt.
Divlalon in the near future, AJaer1ctm11 for Robert.on VO\lld
certainly be v1111n9 to .ate its Oral Pr••entation on ~~ date.

In .UJI, Aaer1eana for Robertaon is operating 1n complet:. QOt ":
faith 1n raquutinq thi. poatpone..nt. Thua, v. renew our requ..
that the co..-i••lon poatpone thi. pr••entat.ion eo no earlier than
tour week- troll the data of our ...t1nq with repn..ntativ•• of the
Aw:li~ Diviaion.

Thank you for your conalderatlon of our requ..t.

8incerely,

CPR/·l~
ee: Joan D. Aiken., Cba1naan

SCOtt 'rhOJUla, vice eIlairaan
Lee Ann Bll10tt
Deanf Lee IIeDona14
Jobft Wanea ICcGUry
Trevor ~t.er

carol T.h••, Iaq.

'we note tbat the Oral Pr..entation for t.be Jaekaon CC St1:ee
.ahedule4 for 8epteaber 30, 1992 va. po.tpocted. It i. our
und....t.andi'" tha~ the General COWl..l'. Office baa propoMCS
r ..chedullft<J that bearinc) for OCtober 21, tour fUll vMke at~ the
init.ial dat.e.. Buice. for Robertaon tMaliev•• that. it. IIbould be
accor<lecS the .... courteay CJlven to the Jaok80n COU11tt•• r89U'd1ncJ
the reacbec1ul1ng of it. Oral Pre.entation•

...' ....... lTl
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TO:

THROUGH:

FROM:

By:

SUBJECT:

John C. S i a
Staff Di r ct ~

Lawrence ft. ~b1e
General co¥s~i

Kia B[i9~~COlemanJ~
ASSOciatr General ounsel

LorenzoiBolloway 411
Acting Assistant General Coun.el1l'~,

Peter G. B1Uaber9~~
Attorney r~

~ricans for Robertson, Inc. -­
Final Repayaent Deteraination and
State.ent of Reasons (LRA 1335)

Attached for your information is the Final Repayment
Oeteraination and State••nt of Reasons approved by the
Coaaission on Septeabet 23, 1993, subject to certain
a.end.ents agreed upon pursuant to the meeting discussion.
The Office of General Counsel has made the revisions to
co.port with the Co.-iasian's determinations. The revisions
are .arked in the attached copy accordingly. However, it
should be noted that due to the length of the document when
all attachments are included, we are only circulating the
Statement of Reasons and not the attachments. This document
was sent by overnight delivery service to counsel for
Americans for Robertson, Inc., on September 28, 1993. A
copy was also mailed to the Treasurer of Americans for
Robertson, Inc.
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BErORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Karion G. ("pat") Robertscn
and Americans for Robertson, Inc.

STATEJIIEln' OF REASONS

On September 23, 1993, the Commission made a final

determination that Karion G. ("Pat") Robertson and Aaericans for

Robertson, Inc. ("Committee") must repay $290,793.66 to the

~_-unit.d~ ~S~_~t~~s _~reasury. The COllUlli 55 i on's final repayaent

deter.ination vas based on the Committee using public fund. to

defray nonqualified campaign expenses and exceeding the Iova and

Nev Raapshire expenditure limitations. 26 u.s.c. S 9038(b)(2);

11 C.F.R. SS 9038.2(b)(2)(i)(A} and (ii)(A). Therefore, the

Committee is ordered to repay $290,193.66 to the United States

Treasury within 30 days of receipt of this deteraination. 11

C.F.R. S 9038.2(d)(2). The Committee is also ordered to refund

5105,634.56 to press organizations. The refund order ia based

on the Committee receiving reimbursements from press

organizations for air ~:a~e: :n excess of the maximum billable

amount. 11 C.F.R. S 903-i.5d; l'. This Statement sets forth

the legal and factual cases f~r the Commission's repayment

determination and the ref~~~ ~rder. 11 C.F.R. S 9038.2(c)(4)
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I. BACKGROUND

Americans for Robertson, Inc. is the principal campaign

committee of Pat Robertson, a candidate for the R@publican

presidential nomination in 1988. KrR Robertson and the

Committee received $10,410,984.83 in public financing under the

"atchinq Payment Act for his 1988 presidential campaign.!/ The

Commission determined that Mr. Robertson'S date of ineliq1bility

was April 28, 1988. Pursuant to 26 UcS.C. S 9038(a) and 11

C.F.R. S 9038.1{a}{1), the Commission conducted an audit and

examination of the Committee's receipts, disbursements, and

qualified caapaign expenses.

The audit revealed that the Committee failed to keep

certain records related to its transactions with vendors and

individuals. In addition, the Coaaittee did not aaintain

records on the source of $37i,240.97 that were deposited into

its state bank accounts.~1 Therefore, on December 19, 1989, tbe

Commission approved subpoenas and letters requesting inforaation

and documents necessary to coaplete the audit.l/ The•• 8ubpoenas

1/ Throughout the Statement of Reasons, "Matching Payment Act"
refers to the Presidential Primary Matching Payment Account Act,
26 u.s.c. 55 9031-9042, and "FEeA" refers to the Federal
Election Campaign Act of 1971, as amended, 2 U.S.C. 5S 431-455.

2,' As a condition p:eceden: :~ receiving pUblic financing under
the Matching Payment Act, both t~e candidate and the Committee
agreed to "keep and furnish t~ the Commiss~cn all documentation
relating to disbursements and receipts including any books,
records (including bank records :0: all acccunts} .... " 11
C.F.~. S 9033,,1(bJ{S).

3/ These records should have been made ava:lable to the
Commission during the audit fie:d~crk. 11 C.F.R.
S 9038.1(b)(2)(ii). The Comm~~~eeis failure to maintain these
records, which resulted in the Commlssion issuing subpoenas to
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and letters vere issued to 39 venders and individuals and to 34

banks.

On December 19, :989, the Commission approved the Interim

Audit Report and the preliminary repayment calculation of

$290,772.60. See Attachment 1. The Committe.'s response to the

Interim Audit Report was due on January 24, 1990. 11 C.F.R.

S 9038.1(c)(2). However, the Committee requested and waa

qranted three extensions of time totaling 152 days to Bubmit its

response to the Interim Audit Report and, therefore, did not

r ••pond until June 25, 1990. See Attachment 2.

On March 26, 1992, the Coaaission issued the rinal Audit

_ Report -and_aade an initial determination that the Coaaittee .ust

repay $388,543.78 to the United States Treasury. In addition,

the Commission found that the Coaaittee must refund $105,634.56

to the press organizations. See Attachment 3. The Co.-itt••

requested and vas granted 4S days to submit its written r ••pon••

to the Final Audit Report.!/ Therefore, the Committee r ••ponded

to the Final Audit Report on June 25, 1992. See Attachment 4.

In its written response to the Final Audit Report, the

Committee requested an opportunity to address the Commission in

open session regarding the Final Audit Report and the initial

repayment determination f~=s~an~ ~o 11 C.F.R. S 9038.2<c){3).

{Footnote 3 continued from p:ev:o~s pagel
third parties to obtain this d~c~~en~ation, significantly
delayed the process:ng 0: ~~:s a~di:.

4/ The Commission denied ~~e C~~~~:~ee/s second request for an
additional 60 days to subo:: i~s wr~tten response to the Final
Audit Report.

-- - -~-O--'_NM_~c--Ti

j
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On Auqust 11, 1992, the Commission granted the Committee'.

request for an oral pres@ntation and set October 21, 1992 .s the

date for the oral presentation. Attachment S. However, the

Committee requested and was granted a postponem.nt, until

December 2, 1992, to prepare for the oral presentation. !!!
Attachment 6. The Committee submitted additional docuaentation

on December 9, 1992 to support its arquments raised at the oral

presentation.~1 See Attachment 7.

The Commission's initial determination that the Coaaittee

must repay $388,543.78 to the United States Treasury was ba.ed

on the following findings included in the Final Audit aeport:

Tl)- a pro --rata repayment of $338.1 632 .10 for ex~eedinCJ the Iowa

and New Hampshire expenditure limitations; (2) the pay••nt of

penalties and expenses after the candidate's date of

ineligibility resulting in a pro rata repayment of $21,994.23;

(3) a pro rata repayment of $22,727.59 for expens•• related to

the Republican National Convention; (4) a repayment

of S5,189.86 for undocumented transfers. The Commission's

finding that the Committee must refund $105,634.56 to the press

organizations was based on the Committee's reimburseaents it

reportedly received in excess of the maximum billable a.ount.

The Commit~ee contends that it either owes no repayment or

a lesser repayment because the Commission failed to comply with

the requirement of not~:I~ng the Committee of any repayment it

5,' The Committee's supplemental documentation included a video
tape and an audlo tape tnat were used for fundraising after the
1988 Republican National Convention.
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owes to the united States Treasury within three years after the

end of the matching payment period. Attachment 6 at 14 and

Attachment 7 at 24. In addition, the Committe. contests all

four bases for the initial repayment deteraination in ita

written response to the Final Audit Report and incorporate. by

reference all prior submissions to the Co.-i •• ion durin9 the

course of the audit process. Attachment 7 at 2. The Co.-itte.

also objects to the initial determination that it must aaxe a

refund to the press organizations. Attachment 4 at 23.

Based on a review of the Co.-itte.'. written and oral

responses to the Final Audit Report, the Coaai •• ion ha. reduced

-t:he amount the committee aust repay to the United States

Treasury from $388,543.i8 to $290,793.66a This reduction is the

result of adjustments to the amount subject to the Iowa and Hev

Hampshire expenditure limitations.~/

6/ On March 10, 1992, the Committee filed a debt settle••nt
plan proposing to settle $24,426.35 in debts to 24 creditors.
The Commission's Reports Analysis Division discontinued it.
review of the debt settlement plan after the Committee indicated
on June 24, 1992 that it would not respond to the second request
for additional information until after the audit process was
completed. However, it should be noted that a presidential
committee, which :ater settles its debts for less than the
amount originally reflected on its Statement of Net Outstanding
Campaign Obligatic~s \"NOC~ Statement"', may owe an additional
repayment to the U~:ted States Treasury for receiving funds in
excess of its en~:~:eme~:. :: C.F.R. S 9036.2(b)(1)(v). In
this case, it appears that the Committee will not owe an
additional repayment. Based cn the additional information
submitted in response to the Final Audit Report, the Committee's
NOCO Statement revea:s a :emalning entitlement of $37,129.66.
See Attachment 8 at 25. :f the Commission approves the proposed
settlement of these deb:s, the Committee's remaininQ entitlement
will be reduced by approxlma:ely 522,000.00. See Attachment 8
at 25.
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II. THREE YEAR NOTIFICATION REQUIREMENT FOR COftMISSIOH
DBTERJIII NATI ON

Pursuant to the Matching Payment Act and the Commission's

regulations, the CommisSlcn will conduct a thorough ex.aination

and audit of ~he qualified campaign expenses of every candidate

and committee which received public funds after each

presidential election and matching payment period. See 26

U.S.C. S 9038; 11 C.F.R~ S 9038.2. The Commission may notify

the candidate and committee of the amount of public funds that

must be repaid to the United States Treasury based upon the

results of the Commission's audit. See 26 u.s.c. S 9038. The

Matching P&i~ent Act specifies further that no repayaent

notification shall be made by the Commission more than thr••

years after the end of the matching payaent period. 26 u.s.c.

S 9038(c}. For candidates seeking the noaination of a party

which nominates its candidate at a national convention, the

matching payment period ends on the date the party noainates the

candidate. 26 u.s.c. S 9032(6). Because the Republican Party

nominated former President George Bush on August 18, 1988 at its

national convention, the end of the three year period for

repayment notification for Republican candidates was August 18,

1991.

At the oral presenta::o~, t~e :o~ittee asserted that the

Commlssion has not compl:ed Nith :6 U.S.C. S 9038,c).

Attachment 6 at 14. The Ccmmi:tee argues that it was not

not::ied w:t~in three yea:s c: :~e =at=hi~g payment period

because "no final determlna::on has been issued." Attachment 7
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at 25. The Committee argues that the is.uance of the Interim

Audit Report does not satisfy the notice requirement because the

Matching Payment Act requires notice of a repayment

determination. Id. The Committee asserts that if the issuance

of the Interim Audit Report satisfies the notification

requirement, then the repayment amount included in the Interim

Audit Report, $290,712.60, is what the Committee should repay,

and not $388,543.18, the initial repayment determination.II Id.

at 25-26.

The Co.-ittee has improperly raised the issue of whether

the Comaission satisfied the three year period for notifying the

- Committee of its repayment obligation to the United States_

Treasury. Any objections to the a.ount the Commission

determines must be repaid to the United States Treasury aust be

raised before the Coaaission in a timely aanner. 11 C.F.R.

S 9038.S{b); !!! ~ennedy for President Coma. v. Federal Election

Commission 734 F.2d 1558, 1560 n.2. (D.C. Cir. 1984).!1 The

7/ The Committee does not state whether its argument that the
Commission did not satisfy the three-year-notification
requirement precludes the Commission from ordering the Committee
to make a refund to the press organizations.

8/ In Kennedy for President, the court considered the ~ennedy

Committee'S objection to ~he inltial repayment determination,
although the Kennedy Committee c:d not raise the objection
within the 30-day period al:o~ed fer submitting written legal
and factual materials in response to the lnitial repayment
determination. 734 F.2d at 1560 n.2. The court reasoned that
the procedural rules in effect for the 1980 election cycle did
not expressly limit the Kennedy Committee to raising the issue
within the 30-day period a~:owed :or submitting legal and
factual materials. Id. Fur:he~, the court stated that the
Commission has since-rev:sed its "procedural rules to clarify
that a candidate must ralse a d:sputed issue within the 30-day
period. ft Id. at T;6I n.2 temphasis in original).
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Commission's procedural rules state that "{t)he Commission vill

conslder any written legal and factual materials submitted by

the candidate withi~ thlS 30 daY period in making its final

repayment determination(s)." 11 C.F.R. S 9038.2(c)(2){ ••ph.sis

added). Furthermore, any committee that submits written legal

and factual materials may request an oral presentation before

the Commission in open session., 11 C.r.R ..- S 9038.2(c)(3). If

the Commission grants the committee's request for an oral

presentation, the candidate or the candidate's designated

representative will be allotted time to make the oral

presentation to the Commission "based upon the legal and factual

maferials-submitted unde-r 11 C4'F .. R. is] 9038.2(c)(2)." Id.

:.~- However, a candidate's "failure to raise an arquaent in a ti••ly

fashion during the initial determination process .•. shall be

deemed a waiver of the candidate's right to present such

arquments at any future stage of proceedings including any

petition for review filed under 26 u.s.c. 5 9041(a).-2/ 11

C.F.R. S 9038.S(b). Therefore, if a candidate doe. not rai •• an

argument in the written response to the initial repayment

determination, the candidate will be precluded from raisin9 the

9.! Section 9041(a!, ~:t:e 25 of the United States Code provides
presidential commlt~ees ~lt~ an opportunity to seek judicial
review of the CommlSSlonPs flnal repayment determination.
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and 903 a.. 5 ( b) ..

.1(1' 'J
arqu.ent at the oral presentation.10I 11 C.r.R. SS 9038.2(C)(2~ ~N.•IO

In the case herein, the Committee failed to raise the issue

of the three year notification period in its written aaterials

that were submitted to the Commission on June 25, 1992 in

response to the initial repayment deteraination.!!/ Rather, the

Committee first rais.d the issue at its oral pre.entation before

the Commission on Deceaber 2, 1992.12/ Since the

three-year-notification argument was not included in its written

response to the initial repayment deteraination, the Coaaittee

waived its right to raise this argument at the oral

-- pr••-entat-ion.13/ 11 C.F.B.. S 9038.5(b). Therefore, the

10/ Bowever, the Coaaission notes that it will consider
aaditional factual information at the oral presentation, and in
the supple.ental docuaentation submitted thereafter, as long .s
the facts relate to issues that were raised in the candidate'.
written respon•• to the initial repayaent deter.inatioD. S•• 11
C.F .. R. S 9038.2{c) (3). -

11/ The letter notifyinq the Committee that the Coaais.ion had
aide an initial repayment determination also intor••d the
Committee that it could request an opportunity to make an oral
presentation "based on the legal and factual materials
submitted" in response to the initial repayment deter.ination.
Attachment 3 at 3.

12/ The argument is also included in its supplemental responses
submitted after the oral ~resentation.

:3/ The Committee had amp:e cpportu~lty ~~ ralse this argument.
The Commission's regulations provlded the Committee with 30 days
to submit leQal and factual rnaterla:s de~onstratina that no
repayment or~a lesser repayment is due t~ the Unit~d States
Treasury. 11 C.F.R. S 9038.: c l (2). The Commission granted the
Committee an additional 45 days to submi~ its written response.
Therefore, the Committee ~ad -5 days, unt:l June 25, 1992, to
raise the issue in its written response to the initial repayment
determination. Since the Committee did not raise this argument
until it made its oral presentation on December 2, 1992, the
issue was raised 160 days after the date allowed for subaitting
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Commission will not consider this argument in reachinq the final

repayment determination.!!1 Thus, based on the legal and factual

reasoning set forth below, the Commission has made a final

determination that Kr. Robertson and the Committee Bust repay

$290,793.66 to the United States Treasury.

III. REPAYKEHT DETERKIHA~ION POR EXPENSES PAID IN EXCESS OF ~E
OVEItALL AND THE IOWA AND NEW BAllPSBIU EXPENDI'l'U'RE
LIJIll TATI OKS

section 441a{b)(1){A), Title 2 of the United States Code

establishes the state and overal: expenditure limitations for

candidate. seeking the presidential. nomination who receive

public financin9- 26 u.s.c. S 9035(a). Any expenditure that is

in ex~e-ss of the- state- or overall expenditu!-"e_ Ji~it_~t_ion. is a

C' nonqualified caapaign expense.1SI 11 C.F.R. S 9034.4(b)(2).

Therefore, the Co..ission may seek a pro rata repayaent for any

(Footnote 13 continued fro. previous page)
any arguments disputing the Commission's initial repayment
deter.ination. 11 C.F.R. S 9038.5(b); see ~ennedy for President
734 F.2d at 1561 n.2. ---

14/ In contrast, the Oukakis for President Committee and the
Paul Simon for President Committee raised the issue of the three
year notification period in their written responses to the
Commission's initial repayment determination. In reaching the
final repayment determination for those commlttees, the
Commission considered the substantive issue. However, the
Commission rejected the committees' arguments and concluded that
the preliminary repayment calculation l~cluded in the interim
audit report sat:sf:es the noti:icatic~ requ::ements set forth
at 26 U.S.C. S 9038'c}. Dukak:s for Preside~t Statement of
Reaso~s Suppo:ti~g the Fina~ Repaymen~ Deter~:naticn at 7
( Feb r u a r y 25, 19 9 3 :; Pau lSi men f. 0 r Pre sid enteomm itt e e ,
Statement of Reasons Support:~g t~e Final Repayment
Determination at 57 'March 4, :993).

15 I Furthermore, as a cond:::o~ preceden: to receivlng public
fInancing, all candidates must =ertify that they have not and
will not incur expenditures In excess of the state and overall
expenditure limitations8 11 C.F.R. S 9033.2(b)(2).
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amounts paid in excess of the expenditure limitations. 11

C.'.R. S 9038.2(b)(2){i}(A) and 9038.2(b)(2)(ii)(A}.

The Final Audit Report found that the Committee exceeded

both the state and the overall expenditure limitations. The

overall expenditure limitation for the 1988 presidential

election cycle was $23,050,000. The Committee reported

$23,079,801.35 as the a.ount subject to the overall expenditure

limit8tion.16/ Attachment 3 at 28. The Final Audit Report found

that the Committee exceeded the overall expenditure limitation

by $1,O~4,587.87. Attachment 3 at 62. The Coaaission's

adjust.ent to the a.ount subject to the overall expenditure

li-mitation inclu_de_d: (1) the Committee's incorrect

classification of expenditures as exeapt compliance;

(2) reported debts outstanding at Deceaber 31, 1991;

~ (3) additional debts owed to vendors and contributors

(4) aircraft usage; (5) an in-kind contribution from G.B.

computer Services, Inc.; (6) Christian Coalition receipts

(7) American Life Leaque receipts; (8) accounts r@ceivable; and

(9) nonqualified campaiqn expenses. Attachment 3 at 62. The

amount paid in excess of the overall expenditure limitation,

which excluded accounts payable and any payments made after the

date the Committee's ac:ounts no longer contalned public funds,

was $659,969.79. re. a: 63.

16/ The Commission adjusted the reported amount to account for
mathematical error. Attachment 3 at 28.
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The Iowa and New Hampshire expenditure limitations for the

1988 presidential election cycle were $7iS,217.60 and

5461,000.00, respectively. ~he Final Audit Report also found

that the Committee exceeded the Iowa expenditure limitation by

$635,682.99 and the New Hampshire limitation by S506.108.44.

Therefore, the a99reqate amount paid in excess of the state
-

expenditure limitations, which excluded accounts payable of

$32,038.93, was $1,109,752.50 [($635,682.99 + $506,108.44) -

$32,038.93]. Attachment 3 at
........
4". f •

In the 1988 presidential election cycle, the Coaaission has

determined that when a presidential committee exc••ds both the

s~ate and the overall expenditure limitations, the qreater of

the two overages will be used to calculate the pro rata

repayment to the United States Treasury. Final Audit Report on

George Bush for President, approved February 18, 1992; see

generally Explanation and Justification of Re9ulations on Public

Financing of the 1992 Presidential Primary, S6 Fed. Reg. 35907

(July 29, 1991). Therefore, the aggregate amount the Coamittee

paid in excess of the Iowa and New Hampshire expenditure

limitations was used as the basis for the initial repayment

determination. The Committee's repayment ratio, as calculated

under 11 ':.F.R. S 9038.2(b' :,~iii;, is .305142. Attachment 3

at 9. Thus, the Commissic~ made an :nit:al determlnation that

the Commlt~ee must. repay 5338,532.:0 ($1,109,";52.50 x .305142)

to the Un:ted States Treas~=y :cr expenses paid i~ excess of the

state expenditure limitatic~s. Attachment 3 at 63.
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The Committee's response to the initial repayment

deter.ination included arguments disputing the amounts allocable

to both the overall and state expenditure limitations. Based on

the Coaaittee's response to the initial repayment deter.inatian,

the Commission reduced the amount paid in excess of the Overall

expenditure limitation from $659,969.79 to $648,524.79. The

Commission also reduced the total amount paid in excess of the

Iowa and New Hampshire expenditure limitations fro.

$1,109,752.50 to $789,409.4i. Nevertheless, the amount paid in

excess of the state expenditure limitations of $789,409.47 is

still qreater than the $648,524.70 paid in axc••• of the overall

exp.nditur~-li.itation. Therefore, the Comai.sion'. final

(~ deteraination that the Coaaittee repay $240,881.98 ($789,409.47

x .305142) to the United States Treasury is based on the

&99cegate amount paid in excess of the Iowa and New Baapshire

expenditure limitations.

The Coaaission's downward adjustment of $11,445

{$659,969.79 - S648,524.79} to the overall expenditure

limitation is an offset that acknowledges and accounts for the

committee's claim that it sold furniture and equipment to the

Christian Coalition for that amount. Attachment 7 at 23. Since

the repayment is based on the amount paid in excess of the Iowa

and New Hampshire expendit~re ::mitations, the Commission

concludes that it is not ~ecessary to address the other

arg~ments the Committee raised with respect to the overall
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expenditure limitation.17; The reasoning supporting the

Commission's conclusion that the Committee paid $789,409.47 in

excess of the Iowa and New Hampshire expenditure limitations is

set forth in the following discussion. Attachment 8 at 32-33

(Revised Expenditures Allocable to Iowa and New Hampshire

Expenditure Limitations).

IV. EXPEN'DI'l'tJRES PAID 1M EXCESS OF '!'BE IOWA AND KDf BMl'SBIRE
EXPENDITURE LIRITATIONS

The Commission's regulations, as set forth at 11 C.F.R.

~~ S 106.2, govern the method by which expenses are allocated to

the state expenditure limitations. 11 C.F.R. S 9035.1{b). The

r_eq\!l~tions provide that expenses incurred for the purpose of

influencing the noaination of a candidate in a particular state-

are allocated to that state. 11 C.P.R. S l06.2(a)(1). There

are specific rules for allocating certain enumerated expenses.

11 C.F.R. 5 l06.2(b). For example, overhead expense. for

regional offices are allocated to each state within the re9ion

on a reasonable and uniform basis. 11 c.r.R.

S l06.2(b)(2)(iv)(B). In addition, the regulations enumerate

specific expenses that are exempt from state allocation. 11

C.F.R. S l06.2{c). For example, a limited amount of compliance

costs and fundraising expenses are exempt from state allocation.

11 C .. F.R. S l06.2{c\(S).

A presidential comm~~:ee is required to ma:~tain, for

Commission inspection, the records supporting a1: assumptions

17/ However, the Commisslc~ does not acquiesce to or agree withany other issues raised by ~he Commlttee that pertain to the
overall expenditure limitatlon.
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and calculations for the allocation of expenses to the state

expenditure limitations. 11 C.F.R. S 106.2(e). If the

Commission disputes a committee's method of allocation or claim

to an ex.aption, the committee must demonstrate, with supporting

documentation, that its proposed method of allocation was

reasonable. 11 c.r.R. S l06.2(a)(1). The Committee's proposed

method of allocation will not be applied if the Coaaitt•• cannot

support it with adequate documentation. See John Glenn

Presidential Comm., Inc. v. Federal Election Commission, 822

F.2d 1091, 1103 (O.C. Cir. 1987).

The Coaaittee allocated $762,118.68 to the Iowa expenditure

liaitation and $429,669.92 to the New Hampshire expenditure

li.itation. However, due to the lack of documentation, the

cosaission could not verify the Committee's allocations.

Therefore, the Coaaission developed its own aethod of allocation

based on the Coaaitt•• 's disbursement journal, disbur••••nt

payroll journal, aedia and voter contact disburse••nta,

payables, and disbursement information from the Coaaitt•• '. bank

accounts held in Iowa and New Hampshire. Based upon an analysis

of these records, the Interim Audit Report found that the

committee exceeded the Iowa and New Hampshire expenditure

limitations by $447,490.:7 and $360,763.48, respectively.

Attachment 1 at 15. The Interim Audit Report included

adjustments in the following areas for amounts subject to the

Iowa and New Hampshire expenditure limltations:

(1) disbursements from the Committee's national bank accounts:

(:) gross disbursements from the Committee's state bank
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accounts; (3) payroll disbursements to employees; (4) payroll

taxes paid to states; (5) media disbursements; (6) voter contact

services; (7) direct mail; and (8) accounts payable. Id. at 17.

The Interim Audit Report recommended that the Co.-itt•• provide

documentation demonstrating that the Committee did not exc••d

the state expenditure limitations. In addition, the Coaai •• ion

issued subpoenas to third parties to obtain additional

documentation.

Based on the Committee's response to the Interim Audit
.,""'"

Report and the additional information subaitted by vendors in

r ••ponse to subpoenas, the Final Audit .eport found that the

COfJUllittee itxceeded the Iova expendi.tur~ JiIlJta,t_ion _by

c' $635,682.99 and the New Hampshire limitation by $506,108.44.

The Final Audit Report included additional adjust.ent. (as

e, co.pared to the Int.ria Audit Report) to the ••ount allocable to

the expenditure liaitations in the following categori•• of

expenses: (1) disburseaents from the Coaaitte.'. national bank

accounts; (2) voter contact services; (3) direct aail; (4)

expense reimbursements; (5) expenses for the purchase of audio

cassette tapes; and (6) accounts payable. Compare Attach.ent 1

at 17 with Attachment 3 at 26.

The Committee objects to the allocation of expenses in the

Final Audit Report. The Committee contends that in some

instances the same expenses were applied to the state

expenditure limitations more than once or double counted. The

Committee also contends that some of the activities at issue

were fundraising and, therefore, the related expenses should not
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have been allocated to the Iowa and New Hampshire expenditure

limitations.1Sl Finally, the Committee contends that certain

expenses should have been allocated on a regional office basis.

Based on the Committee's written and oral respons•• to the

initial repayment determination and for the reasons set forth

below, the Commission concludes that the Committee exc••ded the

Io~a and New Hampshire expenditure limitations by $460,358.75

and $360,889.65, respectively. Thus, the total a.aunt in excess

of the Iowa and New Hampshire expenditure limitations is

$821,448.40 ($460,358.75 + $360,889.65). The ••ount paid in

excesS of the Iowa and New Haapshire expenditure liaitatioDI,

less the- accounts payable of $32,038.93, is $789,409.47.

=-''\, Therefore, the Commission has aade a final deteraination that

the Co.-ittee aust repay the United States Treasury $240,881.98

($789,409.47 x .305142) for exceeding the state expenditure

limitations.

A. Adjust.eDt. Based on Supporting Doeuaentation

The Commission acknowledges that certain expense. were

allocated to the Iowa and New Hampshire expenditure limitations

more than once. The Commission has identified the double

18/ A question was raised :~ :~e Final Audit Report as to
whether the Committee exhaus~ed the amount it could allocate to
exempt fundralsing. The =ax:~u~ amount any presidential
committee could allocate to fundraising in the 1988 election
cvc:e was $4,610,000 (20\ c: ~~e overa:l exoenditure limitation
of 523,050.000). 2 U.S.C. S ~3: 9)(B)(vi).- The Committee
reported this amount as a::~:a=:e to fundraising. The Committee
contends that it is not r~questi~g to allocate additional
expenses to fundraising, =~~ :Q ldentify as exempt fundraising
certain expenses that it ~:lg:na:ly allocated to fundraising.
Attachment 7 at S.
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allocations and reduced th~ amount allocable to the lava and New

Hampshire expenditure limitations accordingly. Specifically,

the Commission reduced the amount allocable to the New Hampshire

expenditure lim1tation by 51:0,352.47 to account for expenses

paid to the Committee's vendo~t MEM and Associates, that were

allocated twice to the New Hampshire expenditure limitation.

Attachment 8 at 6. The Commission reduced the amount allocable

to the Iowa expenditure limitation by $8,878.10 for the expenses

paid to another vendor, International Cassette Corporation. Id.

at 7. Similarly, a deposit of $20,000 for telephone service in

Iowa vas allocated twice to that state's expenditure liaitation.

----Id .. - at 7.. Therefore, the Commission reduced the expenses

subject to the Iowa expenditure limitation by $20,000.

Nevertheless, the Committee also contends that it received

a $14,665.50 refund from the telephone company for service in

Iowa that should not be allocated to that state's expenditure

limitation. Attachment i at 10. The telephone company's check

contains a handwritten note, which states that the check is a

refund for a telephone number with the area code 515, an Iowa

area code. Other than the handwritten note on the refund check,

there is no evidence that the refund was for telephone service

in Iowa. Therefc=e, :~e ::~=:ss:c~ has not reduced the !owa

expend:~~re :imi:a::c~ ~y S:~.~65.50 t8 a:count fer this refund

check.

Finally, the Co~mlt:ee :den:::ied Sl~,271.02 in

disbu=sements frcm :~s ::wa ca~K accounts, WhlCh it argues

should nct be al:oca:ed tv ~~e :c~a expendit~re limitation.
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Attachment 7 at 14. The Committee submitted a schedule of these

expenses that includes bank, telephone, and charter •• rvice.

charges and shipping and printi~9 costs. Attachment 7 at eO-81.

The Commission has reviewed the Committee's schedule and the

supporting documentation. The supporting documentation shows

that $6,483.13 are not allocable to the Io~a expenditure
-

limitation. These expenses include $2,973.89 in interstate

travel expenses and $1,175.35 in interstate shipping cost. 11

C.F.R. S l06.2(c)(4). In addition, there were $142.88 in

interstat@ telephone charges and $2,131.01 in fundraising

expense. that are not allocable to the Iowa expenditure

l~imi tat ion. 11 c. F · R • 5S 106. 2 ( b ) ( 2 ) ( v); 110. 8 ( c ) ( 2 ) • '1 na11y ,

there are $36.00 and $24.00 in expenses that are allocabla to

the South Dakota and Nebraska expenditure Ii.itationa,

respectively. 11 c.r.R. S l06.2{a)(1). Therefore, the

Cosaission has aad. a final determination that $10,787.89

($17,271.02 - $6,483.13) in disbursements fro. the Iova bank

accounts are allocable to the Iowa expenditure limitation.

8. rundraisinq Ex.aption

Generally, -any costs incurred by an authorized committee

or candidate in connection with the solicitation of

contributions on behalf of such candidate" are not expenditures

to the extent that such costs do not ex:eed 20\ of the

committee's overa:l expendit~~e limitation. 2 u.s.c.

S ~31(9){B)(vi'i :1 C.F.R. S lOO.8(b {2:)(iJ. The Commission's

regulations define the term "in connectlon with the solicitation

of contributions" to mea~ ~a~y costs reasonably related to
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fundraising activity .... ft 11 C.F.R. S lOO.8{b)(21)(i)(ii).

These fundraising costs are exempt from state allocation as long

as they do not occur within ~8 days of a state's primary

election. 11 c.r.R. S lOO.8(b)\21)(iii); !!! 11 C.r.R.

S 110.8(c)(2). If a presidential committee claims that it is

entitled to this exemption, it must submit documentation

supporting its method of allocation. 11 C.F.R. S l06.2(a)(1}.

The requirement that committees submit supporting

documentation to demonstrate the fundraising component of their

activities is consistent with the Commission's determinations in

other audits of 1988 presidential campaigns. !!! Pete duPont

-for-- Pre-side-nt, Inc~ ~ Statement of Re_~_sons Suppo_rtinq the Final

Repayment Determination at 10 (Dec.aber 14, 1989); Dole for

President Committee Inc., Stateaent of Reasons Supporting the

Final Repayment Determination at 8 (February 6, 1992); Dukakis

for President, Statement of Reasons Supporting the Final

Repayment Determination at 19 (February 25, 1993); Paul 51aon

for President, Statement of Reasons Supporting the rinal

Repayment Determination at 14 (March 4, 1993).

The duPont for Presiden~ Committee, Inc. ("the duPont

Committee ff
) argued that it was entitled to a fundraising

exemption for expenses incur:e1 :~ connection with its

telemarketing pro;ram. Pete d~?J~t fer President Inc.,

S:a~ement of Reasons Support:~g ~he Final Repayment

~etermination at 6 (December :~. :989'. The Commission rejected

~he duPont Committee's claim ~: a fund~a:s:~g exemption because

there was no evidence that ~~e :elemarketlng scripts included an



-21-

explicit fundraising message. Id. at 10-11. The Commission

reasoned that the lack of an overt fundraisinq message made the

telephone calls "indistingu~shable from campaign devices

intended to educate voters and garner voting support." Id. at

11.

Similarly, the Dole for President Committee, Inc. ("the

Dole committee ft
) contended that it was entitled to exempt

Senator Dole's costs for travel to events which were associated

with its direct mail fundraising activity. Dole for President

Co.-ittee, Inc., State••nt of Reasons Supporting the Final

Repayment Deteraination at 7 (FebrUAry 6, 1992). The Cosai.sion

-neld-that-the OOle COllUlittee vas not en_titled to the f]1ndraisi~g

ex.aptian because the coaaittee did not sub.it any supporting

documentation to deaonstrate that the expenditures were ex.apt

fundraising activity. Id. at 8. Furtheraore, the Commi ••ion

noted that the Dole Coaaittee'. assertion that the candidate

verbally requested contributions was not sufficient to support

its claim of a fundraisinq exemption. Id. at 9.

Furthermore, Paul Simon for President, Inc. ("the Simon

Committee") claimed that although its radio and television

commercials did not include explicit fundraising solicitations,

the commercials were the firs~ s~ep in the Simon Committee's

mu:~i-tiered fund:aising plan. Pau: Simon for President, Inc.,

Statement of Reasons Suppor~ing the Final Repayment

Determ~nation at :8-:9 (Marc~ ~, :933). According to the Simon

Committee, its commercials were followed by direct mailings

which solicited contributions. :c. at 19. The Commission held
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that expenses for the direct mail portion of the plan were

allocable to fundraisinq. Id. at 22. However, the Commission

concluded tnat th@ @xpenses for the commercials vere not

allocable to fundraisinq because the committee failed to submit

supportinq documentation showing the commercials themselves

included a fundraisinq component. Id.

1. Redia Expenses

The Coamittee contends that certain media expenses should

not be allocated to the Iowa and New Hampshire expenditure

limitations because they vere made for the purpose of

fundraiainq. Attachaent 7 at 10. The Comaitt•• clai•• that

three cateqorie. of .edia- -expenses were fundra-isin9 in nature.

'J- Id. The first category of expenses is related to a newspaper

insert called ·Who Is This "an." The insert notes Mr.

Robertson'S experience, education and participation in

international activities. Id. at 65-13. The insert also

solicits contributions from the reader. Id. at 73. The
" ""'

Committee claims that the costs of the inserts, $42,479.21 in

Iowa and $8,193.12 in New Hampshire, should be allocated to

fundraising. Attachment 7 at 11. The Committee also contends

that the production and shipping costs of $91,483.80 in Iowa and

$35,144.:0 in New Hampshire for t~e newspaper inserts, which

were paid t~ its vendo= Ric~ard Q~i~n and Associates, are

allocable to fundraisi~g.

The Cc~~ittee contends :hat a second category of expenses,

tel~vision buys of $33,688.:0 in Iowa and $39,133.68 in New

Hampshi:e, are allocable to exemp: fundraising. Attachment 7 at
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11. The Committee argues that these expenses are related to the

newspaper insert because "the main function of the TV aupport

was to encourage people to read the insert." Id. Therefore,

the Committee concludes that the television buys are fundraising

in nature. Id.

The third category of expenses is for activity the

Committee refers to as -30 Minute proqra.-and Supporting Media.-

The Committee contends that it paid $41,574.20 in lova and

$31,992.45 in New Hampshire for this media. Attachment 7 at 11.

The Committee as•• rts that the activity qualifies for the

fundraising ex••ption and it argues that under Advisory Opinion

(-AO") 1988-6, half of the amount at issue is allocable to

fundraising.19/

The Commission has aade a final deter.ination that the

expenses for the ·Who Is This Man" newspaper inserts of

$42,479.21 in Iowa and $8,193.12 in New Baapshire are allocable

to exempt fundraising. The newspaper inserts include an overt

fundraising component. Further, the related production and

shipping costs of 597,483.80 in Iowa and $16,673.20 in New

Hampshire for the "Who Is This Man insert" are allocable to

fundraising. See 11 C.F.R. S 106.2(c)(2)(media production costs

ar@ exempt from state al:ccat:on). However, the remaining

$:8,470.90 (S35,:~~.:C - S:6,6~3.20) in expenses are related to

the mailing of :65,000 c:her inserts. The Commlssion cannot

19 In AD 1988-6, the CommiSSlOr. held that expenditures for
campaign commerc:als, wh::h c8ntain both a political and
fundraising message, may be allocated 50\ to fundralsing and 50\
to the state expenditure li~:tations.
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determine vhether these inserts are related to the "Who Is This

Man" inserts. Furthermore, th@re is no indication that the

inserts in question included a fundraising message or if the

fundraising activity occurred within 28 days of the New

Hampshire primary. Attachment 8 at 9. Therefore, the

Commission concludes 518,470.90 in expenses are allocable to the

New Hampshire expenditure limitation.

While the Committee contends that its television buys were

related to the "Who Is This Man- newspaper inserts, the

Committee has not deaonstrated that the television co... rcials

contained a fundraising aessaqe. Similarly the Coaaitt•• has

not d-eaonstrated that the costs for the "30 "inut~_ Pro9~a~_and

~ supporting Media" ar@ allocable to exempt fundraisinq. The

Committee did not submit any documentation, such as videotapes

or transcripts, to support its contention that these activities

included a fundrais in9 component. Therefore, the Coaai •• ion

could not distinguish these activities from other "ca.paign

devices intended to educate voters and garner voting support."20/

Pete duPont for President Inc., Sta~ement of Reasons Supporting

the Final Repayment ~etermination at 11 (December 14, 1989).

Accordingly, the expenses for the television buys and the "30

20,' I:' should be :--.::ed :::at :::e Ccncnlssion revised its
allocation rules :~ :9~: ~c a::ow ~resldential committees to
automatically al:ocate ~p to 5:\ c: their expenditures to
fundralsing. There:~re, "the C~mm1ss1on Hill no longer need to
examlne disbu:semen:s c:a:me~ ~nder the exemption to determine
whether they are re~ated to :~~dra:sing efforts." Explanation
and Justifica~:c~ c~ :~e :99: Reg~:at:~ns on Public flnancing cf
the 1992 Pres:.dent:.a: Pr:'..~ar::-, 56 Fed. ~. 35901 (July 29,
1991).



-25-

Minute Program and Sup?urting Media," $75,262.30 ($33,688.10 +

$41,574.20) in Iowa and $71,126.13 ($39,133.68 + $31,992.45) in

New Hampshire, are allocable to the respective state expenditure

limitations.

2. voter Contact Services

The committee argues that the costs of voter contact
-

services paid to two vendors, MEM and Associates (WMEM-) and

International Cassette Corporation, should not be allocated to

the New Hampshire and Iowa expenditure limitations. MEft was

engaged in voter contact services on behalf of the Coaaitt•••

This activity involved mailing audio cassette. to voters. The

Final Audit- -Report allocat_ed $274,229.30 to th~ New Ba.pshire

~~ expenditure Ii.itatioD to account for these services. As noted

earlier, the Coaaission adjusted the New Baapshire expenditure

limitation by $120,352.47 to account for expenses that were

allocated twice. See infra p. 18. The Co.-ittee contends that

the $120,352.47 paid to HEM for mailing the audio cassettes

should not have been allocated to the New Hampshire expenditure

limitation at all because the activity associated with this

expense was identified as fundraising. Attachment 7 at 9. The

Committee contends that its records as well as the records of

MEM shew that the ac::vity was fundrais:ng. Ie.

The Comm:~~ee's recc:ds co~s:st of :~= checK request forms.

One of the check req~ests shows a SS9,605.~7 payment to MEM on

JanJary :9, 1988 and it indi~ates that the p~r?ose of the

payme~: is a ~~ew Hampshl:e TaFe Fund Raiser." rd. at 47. The

second reques~ shows a payme~: == S60,747 that was approved on
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January 14, 1988, but there is no description of the purpose of

~hat payment. Id. at 48. In additlon, the Committee submitted

an affidavit signed by its finance director, Richard Weinhold,

attesting to the fact that the activity in question was related

to fundraising Id. at 50-52.

The Committee argues that 512,502 in costs for the shipping

of audio cassettes from its vendor, International Cassette

Corporation, are allocable to fundraising. Attachment 7 at 13.

In support of this contention, the Committee submitted sample

response letters from individuals whom it claims ordered the

audio cassettes. Id. at 53. These letters allowed the

recipient to request the audio cassette and to desi9~ate the

amount he or she wished to contribute to the Committee. Id.

The Commission concludes that the Committee has not

demonstrated that the expenses for the voter contact services

provided by either KEM or International Cassette Corporation

were fundraising costs that should be exempted from the state

expenditure limitations. The Committee provided documentation

indicating that the cassettes were offered in a letter that also

sol:cited contributions. However, the Commission cannot

determine when the letters and cassettes were mailed in New

Hampshl:e and :owa. The Ccmm~~~ee has not submltted any

documentation to demons::a:e that the activ::y :~ question

ccc:..Jrred more

~~ese states.

than ::8 ~ays

11 C.F.R. §

~o the primary elections :n

Accsrdingly, the

Commission has made a f:~a: de:er~lnatlcn t~a: S120,3S2.4~ pa:d

~c MEM and $12,502.:0 pa:d t~ :~:er~ational Cassette are
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allocable to the New Hampshire and Iowa expend:~~re limitations,

respectively.

C. post-Prtaary Expenditures

The Committe~ contends that $23,410.80 in expenses paid to

its vendor, Response Marketing, for ~!owa Cassettes and Iowa

Base Letters" should not be allocated to the Iowa expenditure

limitation. Attachment 7 at~. The Committee states that the

material was actually sent to South Dakota. Id. In addition,

the Committee submitted a memorandum from Response Marketing

suggesting that the expenses were paid after the Iowa primary.

Id. The .e.orandua, dated February 29, 1988, states that:

"[e !vifrything is printed and ready to mail but we need the

payments listed before the package can be .ailed.-

Attachment 7 at 46. The Iowa caucus vas held on February 8,

1988 and South Dakota's primary election vas held on February

23, 1988.

The Commission has made a final determination that the

$23,410.80 in expenses are allocable to the Iowa expenditure

limitation. Although the Committee contends the "Iowa Cassette

and "Iowa Base Letter" were mailed after the Iowa caucus, there

is no documentation to support the Committee's argument. The

Commi~tee has not provlded any documentatic~ to demonstrate tha~

the materials were sh.pped to Sou:~ :akota. :n1eed, the

memorandum from Response Marketing, dated February :9, 1988,

:~s:s several items ~~ addi~ic~ ~~ :he ":c~a Casset:e" and "Iowa

Base Letter," incl~d:~g i~e~s :~ 2:~er states: "So ~akota

Cassette," "S. Bapt:st -Texas, If a:-.c "''r'ax on Sout~ Dakota."
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Attachment 7 at 46. The invoice is not specific as to which

package would be mal led after the payment was received. It

appears more likely that Response Market:ng had previously

shipped materials designated for :owa and was awaiting payment

prior to shipping other materials. In fact, an lnvoice from

Response Marketing, dated February 2, 1988, which shows that

postage of $29,260 ~as due for ~alling the "Iowa Base Letter,"

suggests that it was mailed prior to that date. Further, a

check from the CO&mlttee to Response Marketing paying the same

amount was dated February 3, 1988.

The fact that the Co..ittee may have paid Response

Ka rketinq for all- ofth. i tellls after the- Iowa -caucus- is -not-

determinative. The critical inquiry is whether the expenditures

were incurred "for the purpose of influencing the nomination" of

Mr. Robertson in Iova. 11 C.F.R. S l06.2{a}(1). Expenditures

incurred in a state after the primary election, which relate to

that primary election are allocable to that state's expenditure

'" " t' 2" 1" .... ;" R S "10 Se-i'l).. lmlta 10n .. .-::./ J.. \...... ..L • \.oj \ • Thus, contrary to the

C~mmlttee's argument, the fact that the Comml:tee may have paid

f~: the materials a:ter the Iowa caucus :s nc: conclusive. The

Cc~:ttee's documen:aticn must show that the materials yere

In the aud:: ~: ~he Gepna:i: :~r ?:es:~e;.: C~mmlttee, the
C;s:s of calls mace af:e: :he :~~a p::~a:: ~e:e a::~cable to
:~a: s:ate's expend::~re ::~::3::=~. Ge~~a:~: :~r President
Ccmrn:::ee, Inc., S~a:e~e~t of Reasons Suppa:::;'9 :he Final
~ ,.... t D to e""'!"1"" '" f"'\ a'" .; 0"" a'" • "" '~a'" .." ~ ~ c'" c::' '" '" '. ~ th.'~ pa : H'e n e..... ~........ 1 ..... • • ...... ... • • i ","..., .. .-'; '- .. ....... :'l • .I. a r J.. y, ... n e
aud:: of the ?a~: S:~on f~~ ?~es:den: Comn:::ee, the expenses
~ .... ,... .• -r-red for a ""a-r- ·· 0'" "en 0 ...., ..... ,...,; "l-.e "e·' :Jampsh": re... " '- .... .. .. ~ ~ .: ;.... • - '! ."... ....... _.. .~ ."" •• - ~ .. .

F::~ary were a.l._:~a:ed to :~at state's eXFe~c:t~re l:mltatlon.
Pa'..ll Simon for Pres~den:, :r:c" 5:atement cf Reasons Supportlng
the Final Repayment Determlna::on at 51 (March 4, 1993)
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unrelated to the Iowa primary. Accordinqly, the Commission

concludes that $23,410.60 in expenses are allocable to the Iowa

expenditure limitation.

D. aegional Caapaign Offices

pursuant to 11 C.F.R. § l06.2<b)(2)(iv)(B), the overhead

expenditures of a committee's regional office with

responsibilities in two or more states shall be allocated to

each state on a reasonable and uniformly applied basis. In

determining "whether or not an office is a bona fide regional

office, the Commission will consider factors such as the

qeoqraphic proxiaity of the states covered, the tiaing of the

prima-rfes involved, and the amount of effort directly _focused 01)

~, seeking the noaination in each state.- Explanation and

3ustification of 11 C.F.R. S 106.2(a)(1), S2 Fed. Reg. 20864

(June 3, 1987). The comaittee asserting that a particular

office is a regional office must submit documentation

demonstrating a regional purpose or otherwise ahow that the..,....,

expenses arising out of the office warrant classifying the

office as reglona1 for the purpose of allocating overhead

expenses. Paul Simon for President, Inc., Statement of Reasons

Supporting the Final Repayment Determination at 37 (March 4,

1993); Addendum to t~e Flnal Audit Report on the Cranston for

president Committee, ap~=~ved Cc~ober Zi, 198~ (the Commission

:e~ected the Cranstc~ Cc:mit:ee's contention that the Iowa

office was a regiona: ~eadqua=~ers because there was

insufficient evidence t~a~ t~e :owa office had a regional

purpose or function:. In the audl: of the Dole for President
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Committee, the Commissicn recognized that certain campaign

offices can serve a dual purpose as both a state and a regional

office. Statement of Reasons Supporting the Final Repayment

Determination at 15 (February 6, 1992). The expenses arising

out of such an office will be allocated to reflect the dual

nature of the office. Id. at 16.

The Committee allocated payroll and overhead expenditures

related to its Iowa and New Hampshire offices to a number of

states, contending that the offices were regional offices. The

-,I Committee argues that the New Hampshire office was a regional

office for 12 states in the Northeast re9ion, and the Iowa

pffice was a regional office for 9 states in the Midwest. The

Coaaittee devised allocation percentages for the states in each
~~

region based on the ratio of a state's spending limit to the

total of all spending limits for the states in the region. The

Coaaittee argues that its allocation formula was reasonable.

Attachment 4 at 14.

'~ The Committee purports to offer further evidence that its

offices in Iowa and ~ew Hampshire functioned as regional

offices. Id. at 13. In support of its argument that these

offices were responsible for a nationwide project to collect

petition signatures, ~he Com~lt:ee has provlded the Commission

with a list of the numbe: cf sig~a~~res collected per state.

Id. at 14. These signa~~res Nere al:eged:y collected during the

testing-the-waters port~cn ~: :~e ~ampalgr.. rd. The Commit~ee

contends that, fol:o~l~; :h:s ~e:~~:c~ drl~e, :he Iowa and New
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Hampshire offices assisted individual state directors with

special events and functions. Id. at 16.

The Committee notes that it also submitted documents in

response to the Interim Audit Report which show the Iowa and New

Hampshire offices' regional structures, regional budget' and a

list of the campaign's regional and state directors. Attach.ent

4 at 14. The Committee's documents included statements from its

personnel which described their responsibilities and activities

in states other than in Iowa and New Hampshire. Id. In

addition, the Committee's documents includ@d telephone records

which show long distance calls to other state. and letters fro.

campaIgn staff statinq--that they traveled to other stat•• _to

:' coordinate the caapaiqn. Finally, the Co..itt•• contends that

the letter fro. Response Marketing indicates that the -Iova

Cassettes and Iowa Base Letters· vere sent to South Dakota and

this provides further evidence that the Co.-ittee operated on a

regional basis. Attachment 7 at 7.

The Commission concludes that the Iowa and New Haap.hire

offices were not regional offices and, therefore, the payroll

and overhead expenses cannot be allocated on a regional office

basis. In its written response to the Final Audit Report and in

support of its contenticn that the Iowa and New Hampshire

offices were regional offices engaged in petiticn activity for

Mr. Robertson'S candidacy, the Committee submitted a list of the

number of petition signat~:es that were collected per state.

Attachment 4 at 31. However, this list, in isolation from

additional documentation, :s nc~ conclusive on the issue of
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~hether the New Hampshire and Iowa offices w@re re9ional

offices. The Committee has not submitted documentation to show

t~at the signatures obtained actually resulted from the

cperation of the regional offices. While the submitted lists

categorize signatures en a regional basis, there is no

supporting documentation that might show, for example, regional

cf~ice staff time that was spent on state activities.

Moreover, the Committee submitted an undated document in

response to the Interim Audit Report, which included a

description of the Committee's regional structure and budgets.

This document shows that the Coamittee aay have anticipated and

planned to ta-rqet aetivity-- to other states covered by_ th_~

'~-".," regional offices, but it does not show that the Com:ai ttee in

fact engaged in such activity. An anticipation or expectation

to engage in regional activity is not sufficient to document the

regional nature of the offices at issue. Cranston for President

Committee, Inc., Addendum to the Final Audit Report, approved

October 27, 1987. Similarly, the facts sU9gesting that soa.

telephone calls and travel were made to locations outside of

Iowa and New Hampshire and materials from Response Marketing may

have been sent to South Dakota do not warrant classifying the

Iowa office as a regional office for the purpose of allocating

c~erhead expenses. Pau: S:mon for Pres:~ent, Inc., Statement of

~~asons Supporting the F:~al RepaYffie~: ~etermlnaticn at 37

~arch ~, :993). There has been no sh~~~~g ~hat these

ac~:vities were intende~ ~= influence a~y state other than Iowa

and New Hampshire. Theref~re, the Com~:sslc~ has made a final

<'
I
I
j
!
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determination that all overhead expenses from the Iowa and New

Hampshire offices are allocable to those two states.

v. EXPENSES PAID~ DATE OF INELIGIBILITY AND EXPENSES PAlD
FOR TAX PENALTIES

A qualified campaign expense is, inter alia, any purchase

or payment incurred by a presidential committee through the last

day of the candidate'S eligibility that is_made in connection

with his or her caapaign for the presidential nomination. 11

c.r.R. S 9032.9(& 1) and (2). However, the incurrence of the

expense cannot be in violation of any federal or state law. 11

C.F.~. S 9032.9{a)(3}. Testing-the-waters expenditures and

win~in9 down costs are examples of qualified campaiqn .xpen••••

11 C.r.R. S 9034.4{a)(2) and (3). Furtheraore, federal inco••

taxes paid on non-exeapt function incoa., such as interest,

dividends and the sale of property, are considered qualified

caapaiqn expenses. 11 C.F.R. S 9034.4(a){4).

The Final Audit Report found that $318.10 in expen.e.

incurred after Mr. Robertson'S date of ineli9iblility and

$71,760.57 paid to the federal and local governments for tax

penalties were nonqualified campaign expenses. Attachment 3 at

11 and 69. Therefore, the Commission made an initial

determination tha~ the Committee must make a pro rata repayment

of $::',994.23 ('S-:,-6:.:- .... 5318.10) x .305:~2~ to the United

States ~:easury. -~ a: ::.

The Commi::ee d~es not dispute the Comm:ssion's

class:fication cf ex~e~ses locurred after t~e date of

inel:~ibllity as ncnq~a:::ied campalgn expenses, but it objects
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to the Commission's initial determination to seek a repayment

for public funds that were used to defray tax penalties. The

Committee asks that the Ccmmlssion use its discretion and not

treat the payment of tax penalties as nonqualified caapaiqn

expenses. Attachment 6 at 10. The Committee asserts that its

-r@quirement to pay the penalties to state and federal tax

authorities for late payment of employment taxes was incurred by

the campaign during the normal course of its operation and

should be viewed as a qualified campaign expense." Attachment 4

at 3. The Committee notes that if it had not paid the.e

penalties, another branch of the federal governm.nt, the

Inter-nar-Revenue Serv-ic~, would be seeking a payment.

~~ Attachment 2 at 34. The Committee states that "the Coaai •• ion

should decline to compound the Committee's loss of funds by

assigning a further 30\ repayment penalty aore than four years

later." Attachment 4 at 3.

The Commission has made a final determination that the

payment of tax penalties is a nonqualified campaign expense.

While section 9034.4(al(4) of the regulations provides that

federal income tax payments are qualified campaign expenses, the

Commission concludes that this provision applies only to tax c'~LcCc,
I

t1. ;.r.~ ~t-! 1(payments to the United States Treasury and it does not extend to

tax penalties. The paymer.: of a penalty assoc~ated with the

violaticn of a state or federal law is a nonqua:ified campaign

expense .• ~ C.F.R. S 903:.9(a)(3\. The Commission does not

acc~pt the Co~ittee's premise that a fai:ure to pay taxes

occurs :n the normai course of a political campalgn and that the
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Committee should be entitled to use public funds to pay the

penalties.22/ Compare 11 c.r.R. S 9032.9{a){1) with 11 C.r.R.

S 9032.9{a)(3). Therefore, the payment of tax penalties 11 a

nonqualified campai 9n expense.23/ Accordingly, the Coaai •• ion haa

made a final determination that the Committee must repay

$21,994.23 to the United States Treasury for expenses incurred

after the candidate's date of ineliqibility and for the payaent

of tax penalties.

VI. EXPENSES PAID RELATIVE TO THE REPUBLICAN RATIONAL
CONVDrTIOIf

The Coaaissian aade an initial deteraination that the

Coaaitt•• aust repay $22,727.59 to the United Stat•• Tr•••ury

for nonqualifled ca.paign expen-s1ts --r-el-a-t-e-d- to tbe- Republica-n-

(~ National Convention (-the Convention-). Attach.ent 3 at 13.

This repayaent accounts for monies expended during the the

Convention for air fares, botel rooas, equip.ent rentala, car

rentals, food purchases, phone banks, and the cost of decorating

and renting a hospitality center. Id. at 11.

22/ The Commission makes this distinction in other areas. ror
example, expenses incurred to ensure compliance with the FECA
are qualified campaign expenses, but any civil or criminal
penalties paid as a result of a violaticn of the rECA are
nonqualified campaign expe~ses. Compare:1 C.F.R.
S 9032.9(a)(1~ with 11 C.F.R. S 9034.4Ib\i4).

23/ Furthermore, the Committee's pro rata repayment for paying
tax penalties is not a "30\ repayment penalty" as the Committee
suggests, but a recapturing of public funds that were used to
defray nonqualified campaign expense. ReaQan Bush Comm. v.
Federal Election Commission, 525 F. SUppa 1330, 1337 (O.O.C.
1981); accord Kennedy for President Comma v. Federal Election
Commission, 734 F.2d 1558, 1565 (D.C. Cir. 1984)
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The Committee contends that these expenses should be

treated as qualified campaign expenses or winding down cost.

because they were incur:ed i~ an effort to "assist fundrais1nq

and debt retirement efforts through a heightened public profile"

and to "maintain the suppc~t and enthusiasm of deleqat•• elected

on behalf of Or. Robertson." Attachment 4 at 4. The Committee

argues that the Commissic~ has no reason to doubt the

Commlttee's sincerity regarding its fundraising efforts.

Attachment 4 at 6. The Commit~ee contests the Audit Divisionrs

conclusion that its post-convention direct mailing vas

unsuccessful compared to previous .ailings, and therefore,

unrelated to convention activities. Id. at 4. The Co..ittee

contends that, although the amount of contributions decr••••d

from the first direct sail to the second, the amount of .oney

received from the post-convention mailing vas a significant

accomplishment given the fact that the solicitations were .ent

to persons who had previously contributed to the caapaign. Id.

The success of this second malling, the Committee state., is a

direct result of the posi~ive reception the candidate received

during the convention. The Committee further contends that

the Commission's analysls should be governed by a genuine

fundralsing in~entf and ~~: :~e success of the fundraising

eff8rts. Id.

The fundamental ~~~~=se ~f the Matching Payment Act is to

"he:p defray campaign =cs:s :~curred by eligible candidates in

seeking their party's nc=:~a::2r. f~r the office of President."

Friends of George McGo~e:~, S:a:emen~ of Reasons Supporting the
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Final Repayment Determination at 13. (June 13, 1985).

Therefore, once the Commission determined that on April 28, 1988

Pat Robertson was ineligible, the candidate could not receive

nor spend any additional public funds for the purpose of ••eking

his party's nomination.24/ 11 C.F.R. SS 9033.5 and 9034.4(b)(3).

After that date, public funds could only ~e u••d for the purpose

of payinq expenses associated with the teraination of his

political activity.25/ Co.pare 11 c.r.R. 5 9034.4(4)()) with 11

C.F.R. S 9034.4{b)(3).

The Coaaission recognizes that in the cours. of terainating

a political caapaign, a candidate .ay be required to incur

~a~i~i~riil ~xpenses-for fundraising event. de.igned to retire

~ caapaiqn debt. Bowever, the Comaittee haa not d••onatrated how

the expenses at issue, air fares, hotel roo•• , equip••at

rentals, car rentals, food purchases, phone bank., and the cost

of decorating and renting a hospitality center at the

Convention, were related to raisinq additional funds to retire

24/ This does not mean that the candidate is required to
withdraw froa the election on the date of ineligibility.
Explanation and Justification of 11 c.r.R. S 9034.4(a)(3), S2
Fed. !!2. 20870 (June 3, 1987); see generally LaRouche
Democratic Campaign, Statement o~easons Supporting the Final
Repayment Determination at :1 (September 17, 1992). The
Commission revised its regulations in 1991 to permlt candidates
to use private contributions to continue to campaign after the
date of ineligibility without such activity resulting in a
repayment for receiving funes in excess of entitlement.
Explanation and Justification of Regulations on Public Financing
of the 1992 Presidential Pri~ary, 56 Fed. ~. 35905 (July 29,
1991) .

2S/ The candidate could receive additional public funds after
his date of ineligibility on:y if the amount of outstanding
campaign obligations ref:ec~ed on the NOCO Statement exceeded
the Committee's assets. 11 C.F.R. S 9034.S{g)(3).
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campaiqn debt from the presidential primaries. These expenses

appear to be related to the candidate's and his deleqates'

attendance at and participation in the Convention.26/ The

Committee cannot claim these expenses as legitimate Winding down

costs because there has been no showing that they were incurred

for the purpose of soliciting contributions intended to pay

debts from the presidential primaries. Therefore, the

Commission has made a final determination that the Committee

Bust repay $22,727.59 to the United States Treasury for

nonqualified campaign expenses associated with the Convention.

VII. UNDOCUMENTED TRANSFEB or FUNDS FRO" NATIONAL ACCO~

The Coaaiasicn aay seek a pro rata repayaent for

distiuise.ents~ that were not docum-ented in acc-or~dance wi~th 11

C.F.R. S 9033.11. 11 C.F.R. S 9038.2(b)(3). Pursuant to 11

C.F.R. S 9033.11{b)(i)(iv), presidential committees must

document disbursements in excess of $200.00 with: (1) a

receipted bill from the payee; (2) a canceled check negotiated

by the payee with a bill or invoice; (3) a canceled check

stating the purpose of the disbursement; or (4) a canceled ch@ck

with collateral supporting evidence~ 11 C.F.R.

S 9033.11(b)(i)-(iv). Furthermore, the presidential committee

26/ The Commission has never classified convention-related
expenses incurred after the candidate's date of ineligibility as
qualified campaign expenses. See~, Albert Gore, Jr. for
President Commlttee, Inc., Final Audit Report, approved July 13,
:989; Friends of George McGovern, Final Addendum to the Final
Audit Report, approved February 19, 1986. See generally
Explanation and Justification, 11 C.F.R. Parts 906' and 9038, 50
Fed. Rea. 9422 ~ March 8, 1985 \ (discussing convention-related
expenses as an example of non-qualified campaign expenses in the
context of repayment calculations}.

'~: ~JaJ-~

~ Ctv'iI,
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must demonstrate that disbursements made on behalf of the

candidate are qualified campaign expen.... 11 C.r.R.

S 9033.11(&).

The Final Audit Report found that the Coamittee had

$11,008.00 in undocumented transfers from its national bank

account to bank accounts maintained by state offic... The

Coaaittee'. repayment ratio was .305142. ~Ther.for., the

Commission made an initial determination that the Coaaitte••ake

a pro rata repayment of $5,189.86 ($17,008.00 x .305142) to the

United States Treasury for undocumented disburse.ents.

The Coaaittee contends that it cannot be held responsible

-for- the fact--that copies of bank records concerning the

transfers froa its national accounts to its state accounts are

either illegible or inconclusive. Attach.ent 4 at 8. The

Coaaittee sub.its that the Coaaission'. regulations require the

documentation of qualified caapaiqn expen••• , but that qualified

caapaign expenses involve disburseaents or expenditures that are

.ad. in consideration for goods or services. Id at 9. The

Committee arques that the repayment cannot be based on

undocumented transfers of money because it did not buy anything_

Id. The Committee asserts that the transfer involves a aimple

movement of money from one of its accounts to another account.

Id. The Committee notes that the expenditures had to be

documented in order to be qualified campaign expenses when they

were spent from the state accounts. Id.

There is merit to the Co~:ttee's contention that the

Commission cannot seek a repayment on funds that were
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transferred from one account to another because the money was

not actually disbursed or spent. Kennedy for President Comm. v.

Federal Election Coaaission. 734 :. 2d 1558, 1565 (D.C. Cir.

1984)(The court held that repayments to the United States

Treasury are limited to the amount of federal funds that were

spent for nonqualified campaign expenses). The Committe.,

however 1 has the burden of providing adequate documentation to

support its contention that the funds were not spent. See 11

C.F.R. S 9038.2(b)(3).

The Audit Division identified legible copies of checks that

were drawn on the Co..ittee's national account, which were ••de

payable to the state accounts. However, the audi~ors could _not

identify any docu.entation to show that the funds were actually

deposited into the state accounts. Therefore, the Commission

attempted to, but could not trace, the alleged transfer of funds

into the state bank accounts. Accordingly, the Commission could

not determine whether the funds were transferred between the

Committee's national and state accounts or spent. The Committee

did not submit any documentation in its response to the Final

Audit Report showing that these funds were, in fact, transferred

to the state accounts. ~herefore, the Commission has made a

final determlnaticn ~ha: ~hese transfers are undo~umented

disbursements. Thus. t~e Comml~:ee must make a p=~ rata

repayment of $5,189.86 t~ :~e Unlted States Treas~ry. 11 C.F.R.

S 9038.2(b i (3:.
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VIII. PRESS BILLINGS AND REIRBURSERENTS

A publicly financed presidential committee may incur

expenditures for transportation, including air travel and ground

services for .edia personnel. 11 C.F.R. S 9034.6(a). Such

expenditures are qualified campaign expenses subject to the

overall expenditure limitation. Id. The co.-itt•• aay receive

reimbur•••ents from the aedia for such services. 11 C.r.R.

S 9034.6(b). Bovever, the reimbursements may not exce.d an

individual's pro rata share of the actual cost of such services

or a reasonable estimate of the individual's pro rata ahare of

the actual coat of such •• rvice.. Id. The pro rata abare is

calc-u-Iated by di-vi-d-ing the nWllber of individuals to whoa such

transportation and ••rvices are provid.d into the total coat of

the transportation and ••rvices. Id.

The total a.ount of the individual r.iabur••••nt. cannot

exceed the actual pro rata cost of the tren.port.tion and

services by aore than 10\. 11 c.r.R. S 9034.6(b). The ••ount

of reimburse.ents received for the actual cost of tren.portation

and services may be deducted from the amount of expenditure.

subject to the overall expenditure limitation. 11 c.r.R.

S 9034.6(d}(1). The committee may deduct an additional 3' for

administrative costs of providing the services. Id. However,

the committee may deduct a hlgher administrative cost from the

ov~rall expenditure limitation if it can demonstrate with

supporting documentation that it had administrative costs

greater than 3\. Id.
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Ourinq the course of the 1988 presidential election, the

Committee provided air transportation for the press. The

Interim Audit Report, however, noted that the Commission's

auditors could not review the Committee's syst•• of billings and

reimbursements for air transportation because there vas a lack

of documentation. Although there was soa. information that va.

provided durinq the audit fieldwork, the Audit staff could not

locate the invoices for 32 flight legs noted in the Committee's

flight log. Therefore, the auditors could not deter.ine whether

the amount billed the media was consistent with the Coaaiasion's

requlations at 11 c.r.R. S 9034.6(b). The lnt.ria Audit Report

recommended that the Committee submit the mi.sing invoices and

docuaentation which detailed the amounts billed the .edia to

d••onstrate that its billing policy was in co.pliance with

11 C.F.R. SS 9034.6(b) and 9034.6(d).

The Committee did not provide any additional docu.entation

in response to the Interim Audit Report. The Coaaittee

contended that it initially billed the media 100\ of flrat cla••

air fare.27/ Attachment 2 at 28. However, based on the

Committee's flight logs, press invoices and the billing

workpapers, the Commission found that the actual costs for the

2i/ The Committee noted in its response to the Interim Audit
Report that this procedure ~as :ater changed when the Committee
began providing ground transportation and hotel accommodations
for the media. Attachment 2 at 28.

o "'t!1)
:~~,
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air transportation services vas $103,432.22.28/ 11 C.F.R.

IS 9034.6(b) and (d). The Final Audit Report concluded that the

Committe. could receive a maximum of $113,175.44 in

reimburse••nts from the media organizations. The Coaaitt••

reported that it received $219,410.00 in reiaburse••nt. fro. the

••dia organizations.29/ This a.ount is $105,634.56 ($219,410.00 _

$113,175.44) in excess of the ••xi.um amount of r.iabur••••nt.

the Committee vas allowed to receive. Accordingly, the rinal

Audit Report recommended that the Committee refund $105,634.56

to the press or9anizations.3~/

The Co..itt•• objects to the recommendation that it aake a

$105_# 643_.S6 refund to the press organi zationa. Attach••nt 4 at

23. The Coaaittee contends that the relabur••••nt. were in

co.plianee with the Co.-ission'. requlations. Id. The

Co.-itt•• a••erts that section 9034.6(b) peralta it to calculate

the pre•• reiaburs•••nts for air transportation .ervice. ba••d

on an individual's pro rata share or a reasonable ••tl.at. of an

individual's pro rata share. Id. at 21. The Coaaitt•• contends

that an individual's cost for each leg of the trip need not b.

precise. Id. at 22. Rather, the Committee need only

28/ The Final Audit Report noted that possibly the records did
not identify all of the media personnel or all of the costs
associated with providing the air transportation services.
Attachment 3 at 45.

29/ The Commission's auditors reviewed the Committee's
dIsclosure reports to identify the total amount of
reimbursements from the media organizations.

30/ The Committee's NOCO Statement includes the amount to be
refunded to the press as a payable.



·.....,

-44-

demonstrate that the pro rata share was reasonable. Id. The

Committee argues that the first class air fare, the amount it

was charged and in turn what it charged the press, satisfies

this reasonable estimate standard. Id. The Committee contends

that this approach is consistent with the Commission's past

policy. Id.

The Co.-i.sion concludes that the Committee's calculation

of the media personnel's air transportation costs is inaccurate

and fails to comply with the requirements of 11 C.F.R.

S 9034.6(b). In accordance with section 9034.6(b}, the media

personnel's transportation costs must be calculated by using the

~ndividuals' pro rata share of the actual cost and not first

class air fare. Furthermore, the Committee's first class air

fare analysis is not a reasonable estiaate of an individual's

pro rata share under 11 C.F.R. S 9034.6(b) since it doe. not

account for the difference in the price of first class air fare

over time. Nor does it account for all of the flights where the

Committee provided air transportation to the press

organizations. Moreover, the Committee, itself, was never

billed on a first class basis. The amount billed to the

committee was based on various hourly rates, regardless of the

number of individuals who were aboard the flights. Therefore,

the Committee's proposed calculation cannot be deemed a

reasonable estimate of the pro rata share. Accordingly, the

Commission orders the Committee to refund $105,634.56 to certain

press organlzations receiving reimbursements in excess of the

maximum billable amount.
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The Committee may make refunds to the press organizations

that are prorated on a basis equal to the ••dia organizations'

original payments to the committee. See Statement of Reasons

Supporting the Final Repayment Determination, Bush-Quayle '88

and George Bush for President Committ•• , Inc. Compliance

Committee at 16 (June 23, 1992)(The Commis.ion waa interpreting

11 c.r.R. S 9004.6(d». A list of the entities and the a.aunt

of the refund they are owed can be found at Attach.ent 9.

IX. FINAL RBPAYJmR'f DBTEJUllIRA'fION AND REFORD TO PRESS
ORGABIZATIOHS

Therefor., the Coaais.ion has made a final deteraination

pursuant to 11 c.r.R. § 9038.2(c)(4) that for the fore90ing

reasons, ]lfr. MarionG. -Robertson and Aaericans for Robertson--

0. .ust repay $290,793.66 to the United Stat•• Treasury.

Furtheraore, the Co..i.sion orders Mr. Robertson and the

Coaaitt•• to refund $105,635.56 to certain pres. orqanizations.

Attachllent 9.

Attacb1lents

1. Interim Audit Report, approved Deceaber 19, 1989
2. Co..ittee'. Response to the Int.ria Audit Report

(June 25, 1990)
3. Final Audit Report, approved March 26, 1992
4. Committee's Response to the Final Audit Report

(June 25, 1992)
~. Memorandum to t~e Commission Re: Committee's Request for an

Oral Presentation (Attachment omit~ed}

6. Transcript of Oral Presentation (December 2, 1992)
i. Committee's Supplemental Documentation Submitted After Oral

Presentation (December 9, 1992'
8. Memorandum from Robert J. Costa to Lawrence M. Noble, Re:

Americans for Robertson - Audit Analysls of Response to Final
Audit Report, Oral Presentation and Supplemental
Documentation Submitted After Oral Presentation
(May 10, 1993)(portions redacted),

9. Reported Reimbursements From the Press and Amount Due.



DISSENTING STATEMENT OF REASONS

In the "atter of:

Marion G. (WPat W) Robertson
and Aaericana for Robertson, Inc.

Coaaissioner Lee Ann Blliott

Introduction

I dissent from the Statement of Reasons issued in
this audit which states the Robertson Coamittee is
time-barred fro. arguing the Comaission has not co.plied
with the three year statute of li.itationa provision at
26 u.s.c. S 9038(<:). In ay opinion, Robertson'. argu••nt.
were properly raised, and the Coaai •• ion should have
resolv_e_d their objection on the •• rita, as ve have done in
two other Presid-ential -audits -this cycl-e.

Stat...nt of Pacts

On "arch 26, 1992, the Federal Election Coaaission
issued a Final Audit Report to the Robertson Coaaittee. 1
This Report contained an -initial repayaent deteraination­
that the Coaaittee .ay have to repay $388,543.18 to the
United Stat•• Treasury. 11 C.P.R. S 9038.2(c)(1). This
repay.ent is for federal funds the Robertson Coaaittee
incorrectly received or .isspent pursuant to the
Presidential primary "atchinq Payaent Account Act.
26 u.s.c. SS 9031, 9038. This Act, however, specifies
that the Coaai •• ion say not issue a repay.ent notification
aore than three years after the close 2of the aatching
payaent period. 26 u.s.c. S 9038(c).

1. See attached description of the FEe's audit pco~ess

and chronology of the Robertson audit.

2. Specifically, S 9038(c) states:

No {repayment} notification shall be made
by the Commission under subsection (b) with
respect to a matching payment period more
than 3 years after the end of such period.



Di •••ntinq Stat••ent of Reasons
Marion G. (Pat) Robertson
and ~rican. for Robertson r Inc.

Page 2

Pursuant to our regulations, the Committee submitted
a written response to the Commi5s:~n's Flnal Audit Report
on June 25, 1992. 11 C.F.R. S 9038.2(c; 2i. The response
detailed numerous factual and legal disagreements the
Committee had with the Commission's audlt and legal
analysis, but did nct argue the Commlssion had not
complied with 5 9038(c}. The Committee's response also
requested an opportunity to make an oral presentation
before the Commission pursuant to 11 C.F.R4
S 9038.2 ( c ) ( 3 ) .

At its December 2, 1992 oral presentation, the
Committee specifically stated:

that the statute requires the Commission to notify
the Campaign Committee of its final repayment within
three years of receipt of the last matching payment
aaount. The Coaaission has not met this obligation
in this aatter.

Transcript of Oral Presentation at 14. In addition,
Coaaissioner "cOonald quizzed the Committee on this
specific point, and the Coaaittee responded pursuant to
its ri9ht to -answer any questions fro. individual ••abers
o~ f~ _~ tJ1~t!_ ~~~iss ion. we 11 c. F . 1\ • S 90 38 . 2{c }( 3 ) • Trans c rip t
at 30-35.

Also, at the be9inninq and end of the hearing, then­
Chairaan Aikens reainded the Coaaittee that it had 5 days
to sub.it supple.ental inforaation to support the
arquaents it raised during the hearinq. Transcript at 4,
77. On Deceaber 9, 1992, Robertson submitted these
additional aaterials in a ·Supple.ental Response" that,
a.ong other thinqs, thorouqhly addressed the three year
repayaent issue. Supplemental Response at 23-25.

The Ca.ai••ion'. Stateaent

Nine aonths after the hearing, on September 23, 1993,
the Coaai •• ion considered a draft ·Statement of Reasons"
containing a "Final Repayment Determination" that the
Robertson Coaaittee will have to repay $290,793.66 to the
U.S. Treasury. The Statement accepted several of
Robertson'. written or oral arguments about evidence
submitted before, during and after its oral presentation.
See, ~, Statement at 17. Tr.e Statement, however, said

(Footnote 2 continued fro. previous page)
For Robertson, the statute cf :imitations

expired August 18, 1991, three years after the
Republican Party nomlnated George B~sh for
President. :6 U.S.C. S 9032i 6'.
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that a candidate has 30
.aterials to dispute an

Subsection (e}()} states
oral pre.entation to the
factual aaterials

the Commission "will not consider" the Committee's
arqument that the Commission has not complied with the
three year statute of li~itations. Statement at 9-l0.

The Statement maintains the Robertson Committee
"improperly raised the lssue of whether the Commission
satisfied the three year period for notifying the
Committee of its repayment obligation to the United States
Treasury." Statement at 7. The Statement bases this
argument on three regulations: 11 c.r.R. S 9038.5(b) and
SS 9038.2(c)(2) and (c!\)l. These regulations Qovern the
procedures for repayaent proceedings at the Commission.

Section 9038.S(b) states that a candidate~. committee
must raise its objections to a repayment deteraination in
a timely aanner, and that the failure to raise an argument
in a tiaely fashion during the initial deteraination
proce•• shall be deeaed a waiver of the ri9ht to present
such arquaents in the future.

Section 9038.2(c)(2) states
days to sub.it legal and factual
initial repayaent deteraination.
that a candidate aay also .ake an
C~..i8sion based on the legal and
sub.itted- under S--9018-.2 (c ~ (-2) •

The State••nt concluded that since Robertson did not
raise an objection about the three year statute of
liaitationa in his written aaterials submitted ri9ht after
the Final Audit Report's initial repayaent deter.ination,
he is barred fro. raising it at the oral hearing or
thereafter. State••nt at 9-108 See also Kennedy for
President Cate. v. rederal Election Co... , 734 F.2d 1558,
1560 n.2 (D.C. Cir. 1984).

Analysis

I do not think the Commission has advanced an
adequate basis for disaissing Robertson's objections.
Just the opposite, I think Robertson's arguments vere
properly, repeatedly and timely raised before this agency,
aial1ar to other audits in this cycle. Further, r think
the Coaai •• ion has misapplied S 9038.5 and failed to apply
subsection (4) of S9038.2(c)-

A. 11 C.F.R. S 9038.5

The Statement's use of 11 C.F.R. S 9038.5 as a basis
to dismiss Robertson's argument is improper. That
regulation is entitled ·Petitions for rehearing, stays of
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repayaent deteraination." 70 be clear, a Statement of
Reasons is neither a pe~itlon for rehearing nor a stay of
repayment. It is a Final Repayment ~etermination.

11 C.F.R. S9038.2(c)\4) (see attached summary of the
Commission's audit procedures). So by its very title, any
cite to this regulation seems inapplicable.

Even if we can get beyond the title, nothing in the
text of S 9038.S(b) helps the Statement's conclusion:

1. By its very text, S 9038.S(b) only governs
the failure to raise arguments during the "initial
determination process or in a petition for rehear1 n9. rt 3
Approvinq a Statement of Reasons is not part of the
initial determination process nor is it part of a petition
for rehearing. As previously stated, a Statement of
Reasons justifies the ~rinal Repayaent Deteraination."
The "initial determination process· ended with the passage
of the Pinal Audit Report on March 26, 1992. The
Deceaber 2, 1992 oral hearing vas designed to influence
the Statement of Reasons, which is part of the "final
deteraination W as defined in 11 C.F.R. S 9038.2(c){4}. 4

2. Even if I construe S 9038.S(b)'s use of
words -inftial- de-teraination-- toa.an every step_that
could take place after the Final Audit Report - then I
still can't exclude Robertson's ar9U-ents, since
S 9038.S(b) only excludes arquaents not aade in the
·initial deteraination proce••. • The oral hearing is

3. Section 9038.S(b) states in full:

Effect of failure to raise issues. The candidate's
failure to raise an arguaent in a timely fashion during
the initial deteraination process or in a petition for
rehearing under this section, as appropriate, shall be
d••••d a waiver of the candidate'S right to present such
argu••nta in a future stage of proceedings including any
petition for review filed under 26 u.s.c. S 9041(a). An
issue is not tiaely raised in a petition for rehearing
if it could have been raised in response to the
Coaaission's initial deteralnation.

4. Using 9038.S(b) as the majority suggests only means
Robertson must now raise the three year repayment issue
in a Petition for Rehearing under 11 C.F.R. S 9038.5(a'.
Requiring the Committee to jump these procedural hurdles
will really only accomplish one thing: it will add
another six months to this a:ready aged audit.
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specifically itemized as part of the repayment process
under S 9038.2(c)(3), so Robertson's argu~ents can still
be heard as part of the overall process. -

3. Next, S 9038.5(b)'s warning about the
failure to raise "arguments" actually makes no distinction
between written and oral arguments. It just says
"arguments." Accordingly, the regulation could be read to
exclude Robertson's objection only if he had not raised it
in either his written comments or his oral testi.ony. The
requlation should not be read, however, to say that the
initial written response aust contain every conceivable
argument, and that Commissioners aust li.it their
questions to what the Respondent's have already written.

B. 11 c.r.R. S 9038.2(c)

The Commission's Stateaent is correct that 11 C.P.R.
S5 9038.2(c)(2) and (3) say that before the Co__ission can
make a final repayment deter.ination the candidate has 30
days to subait written .aterials and aay request an oral
hearing. But, subsection (c)(4) then says:

__ In .a_kin9~ts final repayaent deter.ination, the
Co.-ission will conalaer- any --tvritteft)--subai-ss--i-on
and any oral presentation aade ..• (eaphasis added)

11 C.P.R. S 9038.2(c}(4)

In ay opinion, our requlations clearly state the
Coaaission will consider what is said in an oral
presentation before a.king a final repayaent
deter.ination. This aust hold true regardless of whether
everything that is said has also been written in "the
legal and factual materials (already) submitted under
11 C.F.R. S 9038.2(c)(2).- 11 C.r.R, S 9038.2{c)(3).

In my opinion, there is no reason for the Coaaission
to have oral presentations if we are going to ignore what
co••• up in thea. The State••nt's restrictive reading of
our r.9ulationl aeans that Robertson's oral presentation
could only be a aere verbal recitation of what the
Coaaitt•• already wrote. An oral presentation should
explore any subject a Commissioner or presenter wishes,

s. Also, it is dangerous for the Comaission to now
construe the regulation's use of the words "initial
deteraination- to mean every step between a Final Audit
Report and a Statement of Reasons. That is not how we
characterized the repayment process in the Simon and
Dukakis audits, and opens the Commission to an
inconsistency. {See Section E, infra.)
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without fear of being ruled out-af-order. The Federal
Election Commission is not an appellate court, and the
sophisticated rules for briefing cases in litigation are
inapplicable to our fact-finding in audits.

rurther, the materials sent-in by the Committee after
the oral presentation were a Supplemental written response
to the Final Audit Report. This material was requested by
the Comaission, is written and was timely submitted.
Accordingly, the Supplemental Response literally complies
with S 9038.2(c)(2), which means it say be considered
u nde r {c} ( 4 ) ..

c. Inconsistency within this Audit

The Statement's disaissal of Robertson's arguaents on
this issue raises a troubling inconsistency within this
audit. ror ex••ple, on page 13 (regarding a different
issue) the State.ent says:

The Coaaission's downward adjustaent of $11,445 •..
is an offset that acknowledges and accounts for the
co..ittee's cla-ia-thatit sold ful'niture .... for
that a.ount ... Attach.ent 7 at 23. ---

While I agree with this downward adjust.ent,
Attachaent 7 is the Supple.ental Response Robertson
subaitted after the Coaaittee's oral present~tion. It is
inconsistent to say, within the saa. audit, that an
argu••nt rai.ed at an ora~ hearing is untia.ly, but items
sent-in after it are not.

In fact, the Coaaission reduced Robertson's repayment
by alaost $100,000 after the oral hearing baaed on the
Supple.ental Response. Even factual ar9u••nts that vere
not accepted by the Coamission were at least acknowledged.
Only the three year repayment section of Robertson's
Supple.ental Response vas ignored.

6. Some may argue that a distinction can be made
betveen allowing evidence to be submitted late, but not
arguments. I think it should be just the other way
around: the failure to present evidence after the
record has closed should bar its later introduction, but
any argument can be made before the Statement of Reasons
is approved. That way, the Commission encourages the
proapt submission of materials, and recognizes that new
arguments develop over the course of a audit, and during
the entire presidential audit cycle.
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D. Why did Robertson wait to raise this issue until
the Oral Bearing ?

In its Supplemental Response, the Committee also
stated it is submitting:

additional documentation to corroborate the
information in its June 25, 1992 response t~ the
Final Audit Report ... We note for the record that
the Committee offered to submit additional
inforaation after our June 25, 1992 subaission but
were advised by the Office of General Counsel on
several occasiona that the record was closed and that
ve were not peraitted to file aaterials until after
the oral presentation.

Attachment 7 at 2-3.

I personally find it very troubling that the
Robertson Coaaittee aay have been lead down a garden path
with the advice that they should not write in with any new
arquaents before the hearinq, but that tho•• arquaent. it
did raise at or after the hearing would be out of order.

After Robertson subaitted his Supple••ntal Reaponse,
and vhile his audit vas in the General Couns.l'. office
for 9 aoatha, the Co..i •• ion squarely addr••••d the a.rita
of the thre. year repayaent issue in two other 1988
Presidential audits.

On February 25, 1993, the Coaaission approved a
State.ent of Reasons in the Dukakis for President Audit,
and on "arch 4, 1993, the Coaaission approved a State.ent
of Reasons in Paul 51aon for President Audit. Each of
the•• State••nts addre••ed the Merits of the co..ittee's
contention that the Co..ission was improperly seeking a
repayaent fro, the. beyond the three year statute of
li.itationa.

The Co.-i.lion decided the Commission was in
co.plianee with the three year rule. The Coaaission held
that a candidate's receipt of an tnteria Audit Report's
initial repayaent deteraination within three years of his
party's noainating convention constituted coapliance with
S 9038(c). Oukakis Statement of Reasons at 8; Simon
Stateaent of Reasons at 57. Therefore, a coaaittee's
subsequent receipt of a Final Audit Report (vith a revised
"initial repayment determination") or a later Statement of

7. The three year notification period for Democratic
candidates expired on July 20, 1991.
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Reasons (with a still-different -final repayaent
determination-) beyond the three year period is not
violative of S 9038(c), since the Interim Audlt Report
served as a basis for those later adjusted repayment
amounts.

I voted for the Simon and Oukakis Statements in
defense of the u.s. Treasury. I expected the Co~mission

would vote that sa•• way in the Robertson Statement. But
before Robertson's audit came up for its final vote, 51.on
and Dukakis filed a petition for judicial review of the
the Co.-ission's judgment. 5i.on for President, Inc. v.
rederal Ilection Co... , No. 93-1252 (D.C. Cir. filed April
2, 1993); oukakis for President Cate., Inc. v. Federal
Election Coma., No. 93-1219 (D.C. Cir. filed Karch 19,
1993).

After those suits were filed, the General Counsel
subaitted the Robertson Statement of Reasons which denied
Robertson's ability to make the sa•• arquaents 5iaon and
Dukakia did. The basis for this distinction is that Siaon
and Oukatis raised their objections in their first
r••pon•• to their Final Audit Reports, while Robertson
raised it in his oral hearing and Supple.ental Respon•• to
-the---Final- Audit_ Jteport.

To a., it is inequitable to say two Presidential
coaaitt••• can raise (and liti9ate) an issue, but a third
co..ittee cannot, even though that coaaitte. rai.ed the
issue before the Ca..iesion resolved the issue in the
first two audits.

F. Kennedy for President litigation

Lastly, I think the State.ent's reliance on a
footnote in Kennedy for President Cate. v. FEC, 134 F.2d
1558, 1560 n.2 (D.C. eire 1984) is misplaced. State••nt
at 7. In fact, that footnote actually helps Robertson's
case. In alloving the Kennedy Coaaittee to Bake its
allegedly late arguaents, the court said:

8. ourin9 the Commission's deliberation of the
Robertson Stateaent of Reasons, the General Counsel
yarned the Coaaission that allowing Robertson to raise
his objection at this staqe means the Jackson and Bush
coaaittees might try to raise it as well. That is
preposterous, since Jackson and Bush have already made
their repayments and their audits have been closed for
almost a year. Further, the General Counsel argued just
the opposite in the 1984 cycle, saying the Co.-ission
should not re-open the Hollings and McGovern audits even
though we changed how we calculate repayments in the
later, Mondale audit.
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Moreover, the Commlttee raised the repayment formula
issue three months before the FEe made its final
determination in this case. (emphasis added).

Id ..

That is what the Robertson Committee did, as well.
They raised their~ 3 year repayment argument before the
Commission's Final Repayment Det@rmination. The only
factual difference is that Robertson raised it nine months
before the Final Repayaent Determination, and Kennedy only
thr••.

Conclusion

that a Coaaissioner specifically quizzed the
Coaaittee on this issue;

that the Coaaission specifically requested
information fro. the Coaaittee after the
hearinq;

The Coaaission has voted that Robertson is
tiae-barred fro. claiaing the Commission is time-barred
fro. seekin9 a repayment from him. As the Commission
ar9ues over procedures, this audit grows older and older.
Robertson withdrew fro. th@ Presidential race five and one
half years aqo, yet we have not finished our work.

ay opinion, if you add up the facts that:

the Coulttee' s prepared~ stat-e-aent~~-and tes--t1.ony
at the oral hearin9 discussed the 3 year
repayaent issue;

In

*
I,"--~,

*r

"'.

*

* that those .aterials were ti.ely submitted and
contained additional arguaents about the statute
of liaitations; and

• that the Committee was told not to sub.it any
arguaents before the oral hearing

forc•• •• to believe that Robertson's objections are
properly before us. On the basis of this Commission's
history, I think fairness demands it.

~. ~ ~
~~ ~~ee n E iott

Commissioner
October 8. 1993
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FEDERAL ELECTION COKRISSION AUDIT AND REPAYMENT PROCESS
UNDER THB PRESIDeNTIAL PRIMARY MATCHING PAY"ENT ACCOUNT ACT

RIOD OR PROCESS

titlement Period
9036, 9037

amination period
038.1

it-ial
tnaination
o~ess

10!:e .. 2 ( c ) ( 1 )

,n.l Deteraination
:oeess
~ G.}e • 2 ( c ) ( 2 ) , ( 3 ) , ( 4 )

!thearing and
~pellate Rights
i 9038.2(h); 9038.5

PROCEDURE

• Presidential Primaries
(receipt of matching funds)

• National Convention
(end of matching period)

• Audit fieldwork with
candidate's committee

• Exit Conference between
FEe auditors and co..ittee

• Optional submission of
docu••nts

• FEe Interia Audit Report
(pr.ll.iria~y repayaent
calculation)

• Response to Interia Audit
• PEe Final Audit Report

(initial repayaent
deteraination)

• Respons. to Final Audit
(request for oral hearing)

• Oral Presentation
• Supple.ental response

to Pinal Audit Report
• Statement of Reasons

(final repayment determination)

• Petition for Rehearing
(optional)

• Petition for Stay of
Repayaent (optional)

• Appeal of Repayment
Determination to U.S.
Court of Appeals (optional \

ROBERTSON

August 18, 1988

July 5, 1988 ­
October 14, 1988

November 29, 1988

December 19, 1989

June 25, 1990
March 26, 1992

June 25, 1992

December 2, 1992
December 9, 1992

September 23, 1993

ites are to the Commission's Regulations)
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MEMORANDUM

TO:

FROM:

SUBJECT:

Fred Eiland
Chief, Press Office

I 1J1
Kim Bright-Coleman lU'}l/
Associate General Counsel

Dissenting Statement of Reasons - ~ricans

for Robertson, Inc.

Attached is a copy of a dissenting statement of reasons
issued by Coaaissioner Elliott with respect ot the final repayment
deteraination tor Marion G. {"Pat-} Robertson and Americana for
Robertson, Inc. approved by the Coaai •• lon on Sept••ber 23, 1993.
I_nf_orJllation_al _copJe~ _have been received by all parties involved
and the docuaent aay be relea-sed -to the -puol-ic.--

Attachment as stated

cc: Audit Division
Public Disclosure
Reports Analysis Division
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DISSENTING STATERENT or REASONS

In the Matter of:

Rarion G. (·Pat-) Robertson
and Aaerican. for Robertson, Inc.

Coaaissioner Lee Ann Elliott

Introduction

I dissent from the Statement of Reasons issued in
this audit which states the Robertson Co..itte. is
tiae-barred from arguing the Co.-iss ion has not co.plied
with the three year statute of limitationa provision at
26 u.s.c. 19038(c). In.y opinion, Robertson's arquaent.
vere__ pro~.rly raised, and the COlUlission should have
r.solved their- o-bjec-tion--on the lutritslcas_ we have done in..
two other Presidential audits this cycl.. -- ---

State..nt of racts

On March 26, 1992, the Federal Election Co.-i.sion
issued. rinal Audit Report to the Robertson Coaaitt••. 1
This Report contained an -initial repav-ent deter.inaticn­
that the Coaaittee ••y have to repay $388,543.78 to the
United Stat•• Treasury. 11 C.F.R. S 9038.2(c)(1). This
repayaent is for federal funds the Robertson Coaaitt.e
incorrectly received or .isspent pursuant to the
Presidential primary Matching Payment Account Act.
26 u.s.c. SS 9031, 9038. This Act, however, specifies
that the Comaission may not issue a repayaent notification
more than three years after the close2of the aatching
payment period. 26 u.s.c. S 9038(c).

1. See attached description of the FEC's audit process
and chronology of the Robertson audit.

2. Specifically, S 9038{c) states:

No (repayment) notification shall be .ad.
by the Commission under subsection (b) with
respect to a matching payment period aore
than 3 years after the end of such period.
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Pursuant to our requlatlons, the Committee submltted
a written response to the Commisslon's Final Audit Report
on June 25, 1992. 11 c.r.R. 5 9038.2{c)(2). The r••ponse
detal1ed numerous factual and legal disaqreements the
Coaaitt•• had with the Commlsslon's audit and legal
analysis, but did not arque the Commission had not
complied with S 9038{c). The Commlttee'S response also
requested an opportunity to make an oral presentation
before the Co.mlSS10n pursuant to 11 C.F.R.
S 9038.2{c)()l.

At its December 2, 1992 oral presentation, the
Co.-itt•• specifically stated:

that the statute requires the Coaaission to notify
the Caapaiqn Coaaittee of its final repayment within
three years of receipt of the last aatchin9 payaent
a.aunt. The Coaaission has not •• t this obliqation
in this Blatter.

Transcript of Oral Presentatlon at 14. In addition,
Coaaissioner McDonald quizzed the Co..ittee on this
specific point, and the Co..itte. r.sponded pursuant to

__~_ts right to -answer any questions fro. individual .eabets
of the--<:-o"-i.s i-on. " 11 -C .--F. It .. S 9038. 2 ( c )_ ( 3 ) . Tr~nse ript-
at 30-35. -- --

Also, at the beqinnin9 and end of the hearing, then­
Chair.an Aikens reainded the Co.-ittee that it had 5 days
to sub.it supple.ental information to support the
arqu••nts it raised during the hearin9_ Transcript at 4,
77. On Deceaber 9, 1992, Robertson subaitted these
additional aaterials in a ·Supple.ental R••pons.- that,
a.ong other thin9s, thorOu9h1 y addressed the three year
repay••nt i.aue. Supplemental Response at 23-25.

The Co__ i •• ion'. Stateaent

Nine aonths after the hearing, on Septeaber 23, 1993,
the Coaaission considered a draft ·Statement of Reasons·
containin9 a ·Final Repayment Determination- that the
Robertson Committee vill have to repay $290,793.66 to the
u.s. Treasury. The Statement accepted several of
Robertson's written or oral arguments about evidence
submitted before, during and after its oral presentation.
See, ~, Statement at 17. The Statement, however, said

(Footnote 2 continued from previous page)
For Robertson, the statute of limitations

expired August 18, 1991, three years after the
Republican Party nominated George Bush for
President. 26 u.s.c. S 9032(6).



Dl•••ntinq State••nt of Reasona
Marion G. (Pat) Robertson
and Aaericana for Robertson, Inc.

Paqe 3

.~
-1

j

I
1

j
I

that a candidate has 30
.aterial. to dispute an

Subsection (c)(3) states
or-a1 pres-entatlonto the
factual aaterials

the Coaaisilon "will not consider- the Commlttee'S
acquaint that the Commlssion has not complied with the
three year statute of limltatlcns. Statement at 9-10.

The Statement ~alntains the Rob@rtson Committee
"improperly raised the issue of whether the Coaaission
satisfi.d the three year period for notifying the
Co.-ittee of lts repayment obliqation to the United States
Treasury.- Statement at 7. The Statement bases this
argument on three regulations: 11 C.F.R. S 9038.S(b) and
55 9038.2(c)(2) and (c)(3). These regulations govern the
procedures for repayaent proceedinqs at the Coaai •• ion.

Section 9038.5(b) states that a candidate's committee
must raise its objections to a repayaent determination in
a ti••lyaanner, and that the failure to raise an arqu••nt
in a timely fashion during the initial deter.inaticn
process shall be deemed a waiver of the riqht to pre••nt
such arguaents in the future.

Section 9038.2(c)(2) states
days to sub.it le9a1 and factual
iriitla1 -repay.ent determina~_ion.

that a candidate a.y also .ake an
Coaais8ion based on the 1e9&1 and
subaitted under S 9038.2(c)(2).

The Statement concluded that since Robertson did not
raise an objection about the three year statute of
limitations in his written a.tecials subaitted ri9ht after
the Final Audit Report's initial repayaent deteraination,
he is barred from raising it at the oral hearing or
thereafter. Stateaent at 9-10. See also Kennedy for
President Cate. v. Federal Election Co... , 734 r.2d 15S8,
1560 n.2 (D.C. Cir. 1984).

Analysis

I do not think the Commission has advanced an
adequate basis for dismissing Robertson's objections.
Just the opposite, I think Robertson's arguments were
properly, repeatedly and timely raised before this agency,
siailar to other audits in this cycle. Further, I think
the Commission has misapplied S 9038.5 and failed to apply
subsection (4) of S9038.2(c).

A. 11 C.P.R. S 9038.5

The Statement's use of 11 C.F.R. S 9038.5 .a a basis
to dismiss Robertson's argument is improper. That
regulation is entitled ·Petitions for rebearing, Itaya of
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repayaent deteraination.- To be clear, a Statement of
Reasons is nelther a petltion for rehearlng nor a stay of
repayment. It is a Final Repay••nt Deteraination.
11 C.F.R. S9038.:{c)(4) (see attached summary of the
Coaaission's audit procedures). So by its very title, any
clte to this regulatlon seems inapplicable.

even if ~e can qet beyond the titl~; nothing in the
text of S 9038.S(b) helps the Statement's conclusion:

1. 8y its very text, S 9038.S(b) only governs
the failure to raise arquaents durinq the -initial
deteraination process or in a petition for rehearin9.- 3
Approving a Stateaent of Reasons is not part of the
initial determination process nor is it part of a petition
for rehearing. As previously stated, a Stat••ent of
Reasons justifies the -rinal Repayaent Detera1nation.-
The -initial deterainatlon process· ended with the passage
of the Final Audit Report on March 26, 1992. Th.
Dec.abee 2, 1992 oral hearing vas designed to influence
the Stateaent of Reasons, which is pact of the -final

'- -deterainat'ion fl as 'de·fined in 11 C., F . R e .. S 9038.2 (c) (4). 4

2. Even if I construe S 9038.S(b)'s use of
vords -initial deter.ination W to ••an every step that
could take place after the Final Audit Report - then I
still can't exclude Robertson's arquaents, since
S 9038.S(b} only excludes arguaents not aad. in the
-initial determination process.- The oral hearinq is

3. Section 9038.S{b) states in full:

Effect of failure to raise issues. The candidate's
failure to raise an argument in a tiaely fashion durinq
the initial deteralnation process or in a petition for
rehearinq under this section, as appropriate, shall be
deeaed a waiver of the candidate's right to present such
arquments in a future stage of proceedings including any
petition for review filed under 26 U.S.C. S 9041(a). An
issue is not timely raised in a petition for rehearing
if it could have been raised in response to the
Commission's initial determination.

4. Using 9038.S(b) as the majority suggests only means
Robertson must nov raise the three year repayaent issue
in a Petition for Rehearing under 11 C.F.R. S 9038.5(a).
Requiring the Coaaitte. to juap the•• procedural hurdles
will really only accomplish one thinq: it vill add
another six months to this already 4qed audit.
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specifically itemized as part of the repayment proce.s
under S 9038.2(c}()l. so Robertsonts argu~ents can still
be heard as part of the overall process.

3. Next, § 9038.S(bl's warnlng about the
failure to raise "arguments" actually makes no distinction
between wrltten and oral arguments. It just says
"ar9u••nts." Accordinqly, the regulatlon could be read to
exclude Robertson's objection only if he....had not raised it
in either his written comments or his oral testiaony. The
regulation should not be read, however, to say that the
initial written response aust contain every conceivable
arqu••nt, and that Coaaissioners must limit their
questions to what the Respondent's have already written.

B. 11 e.l.R. S 9038.2(c)

The Commission's Statement is correct that 11 C.F.R.
SS 9038.2(c)(2) and (3) say that before the Co.-ission can
aake a final repa~.nt deteraination the candidate baa 30

_days__ t_o submit written materials and may request an oral
he. r: ing. But, sub-section( c ) ( 4) then says:

1ft aakin9 its final repayaent deter.ination, the
Coaaission vill consider any (written) sub.i••ion •••
and any oral presentation made ... (.aphasia added)

11 C.F.R. S 9038.2(c){4)

In ay opinion, our regulations clearly state the
Coaaission vill consider what is said in an oral
presentation before aakinq a final repayaent
deter.ination. This aust hold true re9ardle.a of whether
everythin9 that is said has also been written in 8the
legal and factual materials (already) subaitted under
11 C.r.R. S 9038.2(c}(2).- 11 C.F.R, S 9038.2(c)(3).

In .y opinion, there is no reason for the Comaission
to have oral presentations if we are going to ignore what
comes up in thea. The Statement's restrictive readinq of
our regulations means that Robertson's oral presentation
could only be a mere verbal recitation of what the
Committee already wrote. An oral presentation should
explore any subject a Commissioner or presenter wishes,

s. Also, it is dangerous for the Coaaission to nov
construe the regulation's use of the words -initial
determination" :0 mean every step between a Final Audit
Report and a State.ent of Reasons. That is not how ve
characterized the repayment process in the Si.on and
Oukakis audits, and open. the Coaaission to an
incons i stency. (See Sect ion!, infra.)
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vithout tear of belnq ruled out-of-order. The Federal
Election Coaais'ion is not an appellate court, and the
sophisticated rules for briefing cases in litigation are
inapplicable to our fact-findinq in audits.

Further. the materials s@nt-in by the Committee after
the oral presentation were a Supplement~l written response
to the Final Audit Report. This material was requested by
the Coaaission, is written and was tia.ly submitted.
Accordin91y, the Supple.ental Response literally co.plies
with S 9038.2(c)(2), which means it may be considered
unde r (c) ( 4 ) •

c. Inconsistency within this Audit

The Statement's dismissal of Robertson's arguments on
this issue rais•• a troubling inconsistency within this
audit. ror ex.aple, on paqe 13 (re9arding a different
issue) the State.ent says:

The Co.-ission'l downward adjust.ent of $1-1,445- -.- ••
ia an offset that acknovledqes and accounts for the
Coaaitt•• 's claia that it sold furniture .•. for
that a.ount. Attach.ent 1 at 23.

While I agree with this downward adjust••nt,
Attach.ent 7 is the Supple.ental Response Robertson
subaitted after the Coaaitt•• 's oral presentation. It is
inconsistent to say, vithin the sa•• audit, that an
argument raised at an orat hearing is unti••ly, but iteas
sent-ift after it are not.

In fact, the Co..ission reduced Robertson's repayaent
by almost $100,000 after the oral hearing based on the
Supple.ental Response. Even factual acqu••nts that vere
not accepted by the Coaaission were at least acknowledged.
Only the three year repayaent section of Robertson's
Supple.ental Response was ignored.

6. Some may argue ehat a distinction can be made
between allowing evidence to be submitted late, but not
arguments. I think it should be just the other way
around: the failure to present evidence after the
record has closed should bar its later introduction, but
any argument can be made before the Statement of Reasons
is approved. That way, the Coaai•• ion encoura9•• the
prompt submission of materials, and recognizes that new
ar9u••nts develop over the course of • audit, and durin9
the entire presidential audit cycle.
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D. Why did Robertson vait to raise this issue until
the Oral s•• ring 1

In ita Supple.ental Response, the Coaaittee also
stated it is SUb.lttinq:

additional documentation to corroborate the
lnformation in its June 25. 1992 response t~ the
Final Audit Report ... We note for th@ record that
the Coaaittee offered to submit additional
inforaation after our June 25, 1992 submission but
vere advised by the Office of General Couns.l on
several acealions that the record vas clo.ed and that
ve vete not peraitted to file materials until after
the oral presentation.

Attach••nt 7 at 2-3.

'r, I personally find it very troubling that the
Robertson Coaaittee may have been lead down a garden path
with the advice that they should not write in with any new
arquaeat. before the hearinq. but that tho•• arguaenta it
did raise at or after the hearinq would be out of order.

c

After Robertson subaitted his Supple.ental Re.pon•• ,
and while his audit vas in the General Counsel's office
for 9 aonths, the Coaaission squarely addressed the •• rits
of the three year repayaent issue in two other 1988
Presidential audits.

On February 25, 1993, the Coaaission approved a
State••nt of Reasons in the Oukakis for President Audit,
and on March 4, 1993, the Coaaission approved a Stat•••nt
of ••••ons in Paul 51.on for Pr.sident Audit. Each of
these Statements addressed the merits of the co..itt•• '.
contention that the Coaaission vas improperly seeking a
repayaent fro, thea beyond the three year statute of
li.itationa.

The Coaais.ion decided the Commission vas in
coapliance with the three year rule. The Coaaislion held
that a candidate's receipt of an tnteria Audit Report's
initial repayaent deteraination within three years of his
party's noainatin9 convention constituted coapliance with
S 9038(c). Oukakis Statement of Reasons at 8; 51.on
Statement of Reasons at 57. Therefore, a committee's
subsequent receipt of a Final Audit Report (with I revised
-initial repayment determination-) or a later State••nt of

7. The three year notification period for De.ocratic
candidate. expired on July 20, 1991.
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Rea.ons (with a still-different -final repayment
deteraination-) beyond the three year period i. not
violative of S 9038(c), Slnee the Interim Audit Report
served as a basis for those later adjusted repay••nt
amounts.

I voted for th~ Simon and Dukakis Statements in
defense of the u.s. Treasury. I expected the CO••lsslon
would vote that same way in the Robertsac Statement. But
before Robertson's audit came up for its final vote, Simon
and Dukakis filed a petition for judicial review of the
the Coaaission's judq••nt. Simon for President, Inc. v.
rederal Election Co... , No. 93-1252 (D.C. Cir. flt.a April
2, 1993); Dukakis for President Cate., Inc. v. rederal
Election Co... , No. 93-1219 (D.C. Cir. filed March 19,
1993) .

After those suits were filed, the General Counsel
submitted the Robertson Statement of Reasons which denied
Robertson's ability to make the same arguments Sison and
Dutatis did. The basis for this distinction is that Si.on
and Dukakis raised their objections in their first
respons_4I t_C? their Final Audit Reports, while Robertson
raised it in hl.---or&l hea rin9 and Supple••ntal_ ae_spQl.'ts. to
the Final Audit Report. -

To me, it is inequitable to say tvo Pr•• idential
coaaittees can raise (and litigate) an issue# but a third
coaaitt•• cannot, even thou9h that coaaitt•• raised the
issue before the C8maission resolved the issue in the
first tvo audits.

F. Kennedy for President litigation

Lastly, I think the State••nt's reliance on a
footnote in ~ennedy for President Cate. v. rIC, 734 r.2d
1558, 1560 n~D.C. Cir. 1984) is .isplaced. Stateaent
at 7. In fact, that footnote actually helps Robertson's
case. In allowing the Kennedy Committee to .ake its
alleged1y late arquments, the court said:

B. During the Commission's deliberation of the
Robertson Statement of Reasons, the General Counsel
warned the Commission that allowinq Robertson to raise
his objection at this stage means the Jackson and Bush
committees might try to raise it as well. That is
preposterous, Slnce Jackson and Bush have already made
their repaywents and their audits have been closed for
almost a year. Further, the General Counsel arqued just
the opposite in the 1984 cycle, saying the Coaaission
should not re-open the Hollings and McGovern audits even
though we changed how we calculate repayaents in the
later, Mondale audit.
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"or.over, the Commlttee ralsed the repayaent formula
lssue three months before the FEe ~ade its final
deteraination in this case. (emphasis added).

Id.

That ~s what the Robertson Commlt~ee did, as well.
They raised their 3 year repayment ar9um~nt before the
Comaisslon's Final Repayment Oeterminatton. The only
factual difference is that Robertson raised it nine aonths
before the Final Repayaent Determination, and Kennedy only
three.

Conclusion

The Coaaission has voted that Robertson is
time-barred fro. claiming the Commission is time-barred
from seeking a repayment fro. him. As the Coaaislion
argues over procedures, thlS audit grows older and older.
Robertson withdrew fro. the Presidential race five and one
half years ago, yet we have not finished our vork.

-In-ay opinion#- iJ_Y9_~__~dd up the facts that:

*

it

it

the Coaaittee's prepared stat.aent and testi.ony­
at the oral hearin9 discussed the 3 year
repayaent issue;

that a Commissioner specifically quizzed the
Co.-ittee on this issue;

that the Coaaission specifically requested
information fro. the Coaaittee after the
hearin<)i

it that those materials were timely subaitted and
contained additional arquments about the statute
of limitations; and

it that the Committee was told not to sub.it any
arguments before the oral hearing

forces me to believe that Robertson's objections are
properly before us. On the basis of this Coaaission's
history, I think fairness demands it.

'~~"""'otf---"~"""""""''''''''''"-"'~
Commissioner
October 8, 1993
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rEDBRAL ELECTION COKRISSIOH AUDIT AND REPAYMENT PROCESS
UNDER THE PRESID~IAL PRIMARY MATCHING PAYRENT ACCOUNT ACT

tIOD oa PROCESS

,itleaent 'eriod
9036, 9037

laination Period
.38.1

tial
trJ:aination

:teess
rJJa.2{e)(1)

ft'A Determination
bt:e.a
~~8.2(c)(2),(3)'(4}

I

eacing and
ellate Rights
9038.2(h); 9038.5

PROCEDURE

• Presidential Primaries
(receipt of matchinq funds)

• National Convention
(end of aatchinq period}

• Audit fieldwork vith
candidate's committee

• Exit Conference between
FEe auditors and committee

• Optional submission of
docuaents

• FEe Interia Audit Report
(preliainary repayaent
calculation)

• Response to Interia Audit
• FEe Final Audit Report

(initial repayment
determination)

• Response to Final Audit
(request for oral hearinq)

• Oral Presentation
• Supplemental response

to Final Audit Report
• Statement of Reasons

(final repayment determination)

• Petition for Rehearing
(optional)

• Petition for Stay of
Repayment (optionalj

• Appeal of Repayment
Determinatlcn to U.S.
Court of Appeals (optional)

ROBERTSON

Auqust 18, 1988

July 5, 1988 ­
October 14, 1988

November 29, 1988

Oeceaber 19, ~989

June 25, 1990
"arch 26, 1992

June 25, 1992

Decellber 2, 1992
Decellbe r 9, 1992

September 23, 1993

ites are to the Commission's R~qu1ations)
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