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Carter's Warehpuse (A Partmership)

Schedule 1

Summary of Cash Receipts and Disbursements
(Statement of Source and Application of Funds)

Collections from cuswamers
for sales and service:

Peanuts - non-factored
Peanuts - factored
Seed Peanuts

Fertilizer, chemicals
and other products

Dryer incgre

Hauling and camissions
Miscellaneous

Custam shelling

Sales for account of others -

McCleskey Mills, Inc.:
Payments received from
McCleskey for peanut
purchases
Less cost of peanut

purchases

Less applied to hauling
and commission incame

Net receipts for other
sales to McCleskey

Allowances and accounts
receivable reduction
(increase) at year end

Notes receivable collected

1975

1976

1977

$1,476,168.96

257,323.08
845,726.20
180,916.33
234,769.10

28,890.99

40,336.36

554,003.40

(480,557.98)

(28,890.99)
14,440.15

(368,671.91)

4,892.17

$ 1,682,049.54
2,325,926.09

176,971.52
658,902.31
91,258.93
66,806.16
7,103.06
6,657.79
2,818.14

279,941.57

$

27,876.32

3,292,632.96

182,955.46
618,449.03
1,180.71
64,893.04
13,971.65
1,712.67

(9,588.27)

$2,759,345.86
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$5,298,435.11

$4,194,083.57




Carter's Warehouse (A Partnership)
Summary of Cash Receipts and Disbursements
(Statament of Source and Application of Funds)

Financing Activities (excludes

factoring of accounts
receivable) :

National Bank of Georgia
Interest on peanut
loan financed

Sheller and Warehouse
loan advances

Citizens Bank of aAmericus

Purchases of peanuts,
products and supplies:
Peanuts

Seed peanuts

Fertilizer, cheamicals and
other products

Supplies

Gin purchases (cotton)

Seed peanut expense

Cotton Board .

Purchases for account of
others:
McCleskey Mills, Inc.

Stevens Industries

Accounts payable reduction
(increase) at year end

Payroll Costs (Excludes
pPartners) :
Salaries and wages

Payroll taxes, net

1975

1976

1977

Schedule 2

$2,642,000.00

614,302.68"

25,000.00

$5,095,045.36
17,075.80

487,510.67

$1,021,060.00

$3,281,302.68

Schedule 3

$2,532,244.96
27,359.86
582,692.52
29,713.52
217,834.13
17,304.10

48,564.81

74,472.28

$5,599,631.83

$5,192,912.05
547,474.85
37,552.18
69,363.12
2,237.90
123.00

15,663.44

(284,838.90)

$1,021,060.00

$ 205,660.44
472,373.47
32,272.77
64,444.71
2,152.63

371,689.07

$3,530,186.18

Schedule -4

$ 123,972.46

5,648.87

$5,580,487.64

$1,148,593.09

.$ 124,667.84

4,558.35

$ 88,439.64
13,044.38

$ 129,621.33

$ 129,226.19

$ 101,484.02
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Schedule 5

Carter's Warehouse (A Partmership)
Sumnary of Cash Receipts and Disbursements
(Statement of Source and Application of Funds)

1975 1976 1977
Warehouse and peanut

sheller expenses:
Cold storage $ 5,234.59 43,337.88 22,388.00
Brakerage Fees &

Cammissions 7,802.91 18,929.51 35,273.60
Rent (includes $500

monthly rental to

Lillian Carter) 6,529.70 6,546.82 6,891.00
Taxes and licenses 8,645.99 13,938.48 9,598.67
Utilities 29,027.97 39,666.93 21,656.02
Repairs and maintenance
- buildings and equipment 26,530.25 37,619.00 33,786.04
Truck expenses (includes

Billy Carter's Service

Station) 40,529.04 43,348.45 23,052.37
.Freight and hauling 4,478.04 18,124.40 9,400.96

lon services -

federal and state 20,751.44 29,395.25 10,435.14
U.S. Department of Agriculture 2,889.00 5,558.50 4,904.50
Peanut Administrative Camittee 7,090.40 25,525.61 (2,658.76)
Georgia Agricultural Camuodity

Camittee 6,810.36 10,318.75
Georgia Seed Development 4,950.00
Custamer service and advertising 4,271.70 5,087.37 1,130.50
Telephone 1,797.57 2,490.24 3,162.08
Miscellanecus 9,412.56 18,990.62 15,098.92
Warehousing and management

fees:

NYTQO 6,986.77 18,906.33 23,553.93

Gold-Kist - - 5,000.00
Partners' expenses 582.04 1,953.05 97.29
Insurance 21,947.83 44,270.99 46,584.66
Contributions and dues 887.50 125.00 540.00

$ 212,205.66

$ 384,133.18

s 274,844.92
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Schedule 6

Carter's Warehouse (A Partnership)
Sumary of Cash Receipts and Disbursements
(Statement of Source and Application of Funds)

Bank and other loans repaid

National BRank of Georgia
Peanut loan

Sheller and
Warehouse loan

Citizens Bank of Americus

Other

1975 1976 1977
$ $ $
952,000.00 3,922,407.44 3,820,030.84
70,000.00 23,755.45 168,000.00
45,000.00 170,000.00
27,934.18 9,640.00 3,065.64
$1,094,934.18 $4,125,802.89 $3,991,096.48
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Schedule 7

Carter's Warehouse (A Partnership)
Summary of Cash Receipts and Disbursements
(Statament of Source and Application of Funds)

Partners' salaries and withdrawals:

Partners' salaries:
Jimmy Carter
.Billy Carter

Withdrawals:
Jimmy Carter
Billy Carter
Lillian Carter

1975 1976 1977

$ 20,000.00 $ 20,000.00 $ 1,000.00
25,000.00 25,000.00 16,666.64

$ 45,000.00 $ 45,000.00 $ 17,666.64
34,390.90 35,398.11 30,448.35
34,930.44 32,439.63 10,267.71
2,093.17 21,076.93 25,947.21

$ 71,414.51 $ 88,914.67 $§ 66,663.27

$ 116,414.51 $ 133,914.67 $ 84,329.91
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Schedule 8
Carter's Warehouse (A Partnership)
Summary of Cash Receipts and Disbursements
(Statament of Source and Application of Furds)

1974 1975 1976 1977

Cash accounts, end of year

Cash on hand

(primarily S

undeposited

checks) S 57,143.42 § 41,144.77 S 23,646.31 $ 6.18
Citizens Bank

of Americus 26,937.27 39,633.49 53,472.36 218.01
Bank of Webster 63.35 2.04 2.04 2.04
Bank of Camrerce 9.08 8.08 8.08 8.08

National Bank of
Georgia (Construc-

tion Account) - 101,958.90. .- -
National Bank of

Georgia (Peanut _

Acoount) - . 42,540.04 44,993.94 405.33
Trust Campany Bank - - - 1,447.69

$ 84,153.12 $ 225,287.32 $ ' 122,122.73 § 2,087.33

et
———

113



The following comments relate to the foregoing
summary statement and schedules of cash receipts and
disbursements.

a. "Loan repayments to Carter Farms" of
$148,908.83 represent a transaction in which Billy
Carter issued a note in that amount to Carter Farms. The
note was intended to defray his negative capital balance
with the Warehouse of $125,727.72 and an open account
balance of $23,181.11]. Carter Farms reduced the obliga-
tions due it from the Warehouse in the amount of the note
received. Details of this transaction are more fully
explained in the separate section entitled "Carter Farms."

b. The drawings by Billy Carter in 1977
appear in this statement (Schedule 7) in the amount of
$10,267.71. This is in contrast to the drawings as shown
in the books of $69,408.11l. The difference is accounted
for by the elimination of non-cash items as follows:

Drawings per the books: $69,408.11

Less: Non-cash items

write-off of note

receivable $59,000.00
payroll tax on

Sybil Carter's

salary : 140.40

Total non-cash items $59,140.40

Difference $10,267.71

c. Drawings by Jimmy Cérter for 1975 ére
shown on a cash basis. Accordingly, $30,000 representing
a journal transfer from notes receivable - "C. Kirbo" to

the drawing account is excluded from these computations.
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This is more fully explained in the following section
relating to drawing accounts.

d. The item of truck expenses in Schedule 5
includés payments to Billy Carter's Service Station in-

the following amounts:

1975 $21,566.49
1976 20,500.00
1977 8,000.00

The examination of the service station books and
records is reviewed in a separate section of this report.

e. The amount of non-factored sales of peanuts
in 1977 is approximately $76,000 as contrasted to the
$27,876.32 in Schedule 1. This difference is because
approximately $49,000 of peanut sales were recorded in
the seed peanut sales account in error.

f. Payments received from McCleskey as shown
in Schedule 1 are made up as follows:

Cash received $365,000.00

Spanish peanuts

received 189,003.40

$554,003.40

Cost of peanuts purchased for McCleskey in that
same schedule is arrived at as follows:
Total cost of peanuts
(runners) purchased
for McCleskey $525,112.41
Unpaid purchase bills

at end of year 44,554.43

Purchases paid for

during 1975 $480,557.98
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g. The accounts receivable on the books and
records contained the following debit (credit) balances

of related or affiliated parties as at the end of 1975

and 1976:
December 31, 1975 December 31, 1976

Carter Farms (20,728.70) (69,139.72)
JEC children 552.57 : 552.57
Chip Carter 648.74 820.93
Jack Carter 119.00 119.00
Billy Carter 7,321.69 19,543.12
Charles Kirbo 2,326.04 2,326.04

h. Interest payments include the following:
NBG peanut loan
NBG sheller and warehouse loan
TCB on Carter Farms loans made for
benefit of the Warehouse
Interest on purchase of forklift on credit
Interest on CBA loans
Interest paid to farmers who extended
credit to the Warehouse
i. The payment of $153,177.26 against the
peanut loan was recorded by the Warehouse on December 31,
1976 and by the bank on January 3, 1977. The item is
included in Schedule 6 as a 1976 payment.
$23,755.45 of payments in 1976 against the
sheller and warehouse loan in Schedule 6 includes $8,060.1l1
paid toward interest added to the loan principal.
j. Interest added to the peanut loan as of
December 31, 1975 in the amount of $17,075.80 shown in

Schedule 2 was not recorded on the Warehouse books until
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1976 and is therefore shown in Schedule 2 for that year.

k. Factoring costs in 1976 were $17,678.80.

The books and records showed this expense as $17,908.80.
The difference resulted from a charge of a non-factoring
cost of $230 to this account.

1. The summary of cash receipts and disburse-
ments and supporting schedules contain the identical
information that comprises the pie-charts relating to
source and application of funds, which are Exhibits 5 and
6, respectively, to this report.

Differences between the summary and the charts
relate primarily to manner of presentation. As an illustra-
tion, an increase in accounts payable between the beginning
and end of the year might have been treated as a source
of funds in Exhibit 5, whereas it was employed to reduce
purchase costs in the application of funds part of these
schedules. The net results are not affected.

In addition, the $59,000 write-off of notes
receivable to Billy Carter's drawing account was eliminated
in the preparation of the schedules as a non-cash item.

On the other hand, it was included in Exhibit 6 and shown
with partners' drawings.

D. Miscellaneous

1. Analysis of Drawing Accounts

Each of the three partners drew funds for
various personal purposes which were charged to their
respective drawing accounts. With respect to Jimmy Carter
JSZO;OOO was transferred from his drawing account to
partners' salaries in 1975 and 1976. No entry for salary

to the President was made for the year 1977.* With

* The President received a salary of $1,000 in 1977 charged
directly to partners' salaries; this transaction did not
go through the drawing account.
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respect to Billy Carter $25,000 was transferred from his
drawing account to partners' salaries in 1975 and 1976.
In 1977 $16,666.64 was transferred to partners' salaries,
reflecting his annual salary for that part of 1977 in
which he rendered services. Mrs. Lillian Carter did not
draw any salaries from the partnership.

. Drawings by the President as shown in the
books for 1975 - 1977 are summarized below with appro-

priate comments following the schedules.

1975

Meadow Motors - purchase of car $ 4,550.75
Home Owners Insurance premium 370.00
Income Taxes paid 24,496.00
_Miscellaneous personal items 3,186.12
Checks to Rosalynn Carter 19,000.00
Life Insurance premiums 2,788.03
Total Cash Withdrawals $54,390.90
Less: Transfer to partners' salaries 20,000.00
Difference $34,390.90

Add: Write-off notes receivable - "Kirbo"
and charged to drawing account $30,000.00

Total drawings per books transferred

to capital account $64,390.90
1976

Check to Jack Carter $ 1,000.00
Home Owners Insurance premium 370.00
Income Taxes Paid 26,167.74
Miscellaneous personal items 2,650.34
Checks to Rosalynn Carter 10,500.00
Check to Jimmy Carter 12,000.00
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Life Insurance premiums 2,710.03

Total Cash Withdrawals $55,398.11

Less: Transfer to partners' salaries 20,000.00

Total drawings per books transferred

to capital account $35,398.11
1977

Income Taxes paid $21,080.00

Miscellaneous personal items 587.96

Check to Rosalynn.Carter 6,000.00

Total Cash Withdrawals $27,667.96

Add: Write-off of accounts receivable
as follows and charged to drawing
account:

J. E. campaign

account $ 454.35
C. Kirbo account 2,326.04 $ 2,780.39

Total drawings per books transferred
to capital account ' ' $30,448.35
All checks issued on the above drawing accounts
to Rosalynn Carter or Jimmy Carter were deposited in
their joint account at CBA with the exception of a $1,000
check drawn in April 1975, which was deposited by Jeff
Carter at TCB.
The write-off in 1975 of an amount due from C.
Kirbo of $30,000 refers to a note receivable from Charles
Kirbo, trustee for the President. The general ledger
indicates a notes receivable account with a balance of
$93,930.59 as of 12/31/73. Examination of Warehouse
books and records for the years 1975 through 1977 clearly

established that the note had to originate before 12/31/74.%*

* Further examination demonstrated that this account was
in existence as of 9/1/69, the earliest date for which
records were available.
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In a letter dated July 19, 1979, Mr. Perry
advised as follows:

"I have searched my files for the Warehouse back

to 1964 and find no listing of the details of the

notes receivable; therefore, I have no record of
the date the $30,000 "Kirbo" item was created."

All the evidence points to the conclusion that
the Warehouse expenditure giving rise to this $30,000
receivable relates either to Jimmy Carter's unsuccessful
1966 campaign or to an early stage of his successful 1970
campaign. Such an expenditure does not appear to violate
any federal or state laws.

Again in 1977 the President's drawing account
shows a write-off to "C. Kirbo," this time an account
receivable for $2,326.04.

The available records go back to January 22, 1969,
although a carry forward balance in the account at that
point indicates that the account was active earlier. The
account reached a peak balance of $73,733 on August 31, 1969
and was reduced by funds received well in excess of expendi-
tures after that date, to $2,326.04 as of February 11, 1971.
There were no entries made to this account after February
11, 1971. Under date of 12/31/77 the balance in the account
of $2,326.04 was charged-off as previously described.

The pertinent "tickets" evidencing funds received

contained the following information:

Date Ticket No. Description Amount
9/25/70 2200 By check $22,000

By cash 6,000
9/26/70 2220 By check 22,000
10/28/70 2442 By cash 27,000
12/22/70 2695 By cash 6,000
1/7/71 2779 By cash on Account 6,000

The other write-off to the President's drawing

account of $454.35 in 1977 relates to an account receiv-
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able bearing the heading "JEC Campaign." Warehouse
expenditures charged to this account commenced on June
25, 1976. This account reached a peak of expenditures of
$8,785.63. The major portion of this money was expeﬁded on
re-modeling a parcel of improved property in Plains to
accommodate the press. The beneficial owner of this prop-
erty was Mrs. Lillian Carter. After efforts to obtain
reimbursement for these expenditures from the Carter Campaign
Committee were unsuccessful, $7,851.28 was reversed froﬁ |
this account and charged to the drawing account of Mrs.
Lillian Carter at December 31, 1976. In 1977 $480 was
charged to Carter Farms and the Carter Campaign account was
credited in a like amount. The balance of $454.35 was
eliminated by a charge to the President's drawing account.
The President's Capital account appeared as

follows on the Warehouse books of account:

Capital Account Balance January 1, 1975 $ 290,406.08
Share of Income Credited 1975 99,047.31
Total $ 389,453.39
Drawings 64,390.90

Capital Account Balances December 31, 1975 $ 325,062.49

Capital Account Balance January 1, 1976 $ 325,062.49
Share of Income Creditéd 1976 : 24,118.15
Total $ 349,180.64
Drawings 35,398.11
Capital Account Balance December 31, 1976 § 313,782.53
Capital Account Balance January 1, 1977 $ 313,782.53
Share of Income (loss) 1977 (306,542.66)
Total $ 7,239.87
Drawings 30,448.35

Capital Account Balance December 31, 1977 (S 23,208.48)
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The drawing accounts of Billy Carter were avail-
able for the years 1976 and 1977. His 1975 account was
not available. Hdwever, his total drawings for 1975 were
ascertainable from the charge to the capital accoﬁnt and
partners' salary account. To the extent it could be
done, the account was reconstructed from the cash journal
for 1975.%

The reconstructed 1975 drawing account and the
drawing accounts for 1976 and 1977 are summarized as
follows:

Total drawings charged to Capital Account
1975: $34,930.44

Add: Charge to Partners' Salaries 25,000.00

Total Drawing Account $59,930.44

Probable 1975 Items Comprising Above:
Income Taxes Paid $ 9,125.00
Checks deposited to account of
Billy Carter's Service Station

not charged to truck expenses

or accounts receivable - 19,215.91
Medical Expenses 2,075.00
Life Insurance Premiums 790.40

Check to Billy Carter deposited

in CBA 6,000.00
Check to Myers and Parks 17,270.06
Maddox Chevrolet - April purchase

not charged to Equipment or to

other drawing accounts 5,819.50

* Extensions in the cash journal to a miscellaneous or
general ledger category are not identified in any manner
with respect to their postings.
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Total per above $60,295.87

Per Books 59,930.44

Unexplained Difference $ 365.43

1976
Purchase of two auﬁomobiles $10,114.77
Purchase of stock 1,687.50
Medical 1,564.20
Home improvements or repairs 4,999.41

Property Tax, travel agency, American

Express and other similar type of

personal items 3,568.59
Income Taxes 8,154.49
Life Insurance premiums 2,187.30

Miscellaneous personal items such as

groceries and related living costs 3,573.37
Checks to Billy Carter 21,590.00
Total Cash Withdrawals $57,439.63

Less: Transfer to partners' salaries 25,000.00

Total drawings per books transferred

to capital account $32,439.63

1977
The Inaugural Party $ 200.00
Income Taxes 3,100.00
Checks to Billy Cafter 20,206.00

Reimbursement for flights to

Washington, D.C. (244.00)
Payment of NBG bank loan on

Billy Carter's auto 4,872.35
Payroll taxes owed on Sybil Carter's

salary 140.40
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Write-off of note receivable - Billy

Carter ‘ 59,000.00

Total Drawings $87,274.75
Less: Salary for 1977
Billy Carter $16,666.64

Sybil (balance) _1,200.00 17,866.64

Total drawings per books transferred

to capital account $69,408.11

The records indicate that checks totalling

$59,000 were issued and charged to notes receivable as

follows:

August, 1971 $15,000
May, 1972 5,000
July, 1972 3,000
August, 1972 2,000
September, 1972 2,000
October, 1972 10,060
November, 1972 3,000
December, 1973 19,000

$59,000

Actual checks for those years were not available; However,
those entries coupled with the $30,000 note receivable
"Kirbo" would appear to constitute the main portion of notes
receivable, which at 12/31/73 amounted to $93,930.59. A
note receivable of $4,892.17 from a customer, Edwards
Brothers, was collected in October, 1975. The reversal of
the note receivable of $59,000 at 12/31/77 was to Billy
Carter's drawing account.

Checks issued to Billy Carter and charged to his

drawing account were deposited to a personal account with
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CBA or to the Service Station account.

On May 23,

1975 the Warehouse issued a check to

Myers and Parks, attorneys for Billy Carter in the amount

of $17,270.06.

Trust Account.

This check was deposited to the attorneys'

On May 14, 1976 Billy Carter withdrew $15,390

payable to himself and deposited it in the Service Station

account at CBA..

account on Warehouse books.

This item was charged to his drawing

On May 15,

1976 a check was

drawn on the Service Station account in the amount of

$15,390 made payable to Marlin Poole.

notation "For ann. pay on Farm."

Billy Carter's capital account appeared as follows

on the Warehouse books of account:

Capital Account

Share of Income

Capital Account

Capital Account

Share of Income

Capital Account

Capital Account

Share of Income

Balance 1/1/75 (negative)
Credited 1975
Tofal
Drawings

Balance 12/31/75

Balance 1/1/76 (negative)
Credited 1976
Total
Drawings

Balance 12/31/76

Balance 1/1/77 (negative)
(Loss) 1977
Total

Drawings
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The check bore the

($26,712.88)
23,561.38

( 3,151.50)
34,930.44

($38,081.94)

($38,081.94)

5,835.04

($32,246.90)
32,439.63

($64,686.53)

($64,686.53)
(_74,163.55)

($138,850.08)
69,408.11

($208,258.19)



Repayment by Note to Carter Farms 125,727.72

Capital Account Balance 12/31/77 ($82,530.47)

The repayment by note to Carter Farms in 1977

of $125,727.72 was part of a larger transaction previously

discussed.* The note actually issued to Carter Farms in
September 1977 by Billy Carter was to cover his Warehouse
capital account deficit as well as a balance due on an op
account. The note was for $148,908.83 and comprised the

following:

Accounts Receivable - Billy Carter $ 23,181.11

Capital Account Deficit 125,727.72

en

Total Amount of Note $148,908.83

Further details regarding this transaction are
in the separate section on Carter Farms.

The account receivable due from Billy Carter
shows a balance due as of January 1, 1975 of $6,227.86.
The only significant transactions occurring after that

date were:

January 3, 1976 - §9,500 - wWarehouse Ck.
June 24, 1976 - 750 - Warehouse Ck.
December 29, 1976 - 4,500 - Warehouse Ck.

The January 3, 1976 check was issued to Billy
Carter and deposited in the servicé station bank account.
The June 24, 1976 check was issued to the Carter Campaign
Committee apparently as a contribution. The December 29,
1976 check was issued to William N. Cox, an individual
associated with architectural and construction work.

The drawing account for Mrs. Lillian Carter was

not available for the year 1975. $2,093.17 was charged

* The Warehouse accountants computed the capital deficit
as at December 31, 1976 as $125,727.72. This included
the $59,000 note receivable.
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to her capital account for drawings in that year. The

books further show that she received $500 monthly or

$6,000 for 1975 as rent.

Of the sum drawn in 1975,

$1,650 represented

income tax payments. In view of the small amount of

drawings in 1975 we did not pursue this analysis. Mrs.

Lillian Carter's drawings for 1976 and 1977 were:

1976
Taxes paid
Rents
Insurance
House maintenance and repairs
Miscellaneous
Journal adjustment for improvements
to parcel of property used for
Campaign
Total
Credits to account (rent)

Transferred to Capital Account

1977

Medical expenses

Taxes

Improvements to Home and Rental Property:

Americus Engineering & Construction

Other charges
Rent

Miscellaneous

Credit to account (rent - $4,500)
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$10,559.80
6,000.00
388.00
1,660.93

816.92

7,851.28

$27,276.93

6,200.00

$21,076.93

$ 224.47

8,065.00

6,755.00
11,804.85
3,550.00
47.89

$30,447.21

4,500.00

$25,947.21




The 1976 journal entry for $7,851.28 charged to

Mrs. Lillian Carter's drawing account is discussed in an

earlier part of

The Capital account of Mrs. Lillian Carter appeared

this section.

in the Warehouse books as follows:

Mrs. Earl Carter

Capital Account

Share of Income

Capital Account

Capital Account

Share of Income

Capital Account

Capital Account

Share of Income

. Capital Account

Balance 1/1/75
Credited 1975
Total
Drawing

Balance 12/31/75

Balance 1/1/76
Credited 1976
Total

Drawing

Balance 12/31/76

Balance 1/1/77
(loss) 1977

Total

Drawings

Balance 12/31/77

$129,824.79
36,743.36

$166,568.15
2,093.17

$164,474.98

$164,474.98

8,947.06

$173,422.04

21,076.93

$152,345.11

$152,345.11
($113,717.44)

$ 38,627.67
25,947.21

$ 12,680.46

An analysis of all three partners' drawing and

capital accounts fail to disclose any transactions relating

to any Carter campaign other than those explicitly set

forth herein.

The December 31, 1974 capital accounts as shown

by the accountants in their unaudited statement amounted
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to $370,717.99 compared with the book figure of $393,517.99.

Differences existed between statements and books for all

years reviewed except 1977.

The reasons for differences were:

1.

Items were usually written off for statement
purposes prior to the. year written off on
the books.

Certain items were written off for statement
purposes and were not written off in the
books.

Reserve for bad debts of $18,000 in 1976

was shown in the statement and charged to
capital accounts. This item did not appeér

in the books.

2. Investment Credit

The investment credits claimed on the tax returns

filed by the three partners of the Warehouse appear to have

been accepted as correct after examination and audit by the

Internal Revenue Service. We have made a detailed analysis

and review of the items making up the credits and while it

is not our function to render a tax opinion, we believe that

the credits are properly claimed. This section sets forth

the details of these credits.
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a. The Applicable Law

Section 38 of the Internal Revenue Code of 1954,
as amended (the "Code") (Title 26, United States Code,
Section 38) authorizes a taxpayer to claim a credit against
income taxes for certain property placed in service during
the taxable year ("investment credit”). Section 48(a) (1) of
the Code (Title 26, United States Code, Section 48 (a) (1))
defines the property eligible for such credit as follows:

" (A) tangible personal property (other than

air conditioning or heating units) or . . .

(B) other tangible property (not including

a building, and its structural components), but

only if such property - - .

(i) 4is used as an integral part of
manufacturing, production, or extraction or of
furnishing transportation, communications, elec-
trical energy, gas, water or sewage disposal
services, or

* * *

(iii) constitutes a facility used in
connection with any of the activities referred to
in clause (i) for the bulk storage of fungible
commodities (including commodities in a liquid or

gaseous state).
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The allowable credit against the tax is generally
10 per cent of the basis (cost) of the eligible property.
Section 46(a) (2) of the Code (Title 26, United States Code,
Section 46(a)(2).* The cost or basis of the property may be
adjusted in making the determination of the credit. Internal
Revenue Regulation 1.46-3(b) provides "the applicable per-
.centage to be applied to the basis (or cost) of property is
33-1/3 per cent if the estimated useful life of the property
is three years or more but less than five years; 66-2/3 per
cent if the estimated useful life is five years or more but
less than seven years; or 100 per cent if the estimated
useful life is seven years or more."

Generally, the credit may be applied against the
first $25,000 of inéome éax in full plus 50 per cent of
the income tax in excess of the first $25,000. Section
46 (a) (3) of the Code (Title 26, United States Code, Section
46 (a) (3)). Unused investment credits may be carried back
as well as forward to other years. Section 46(b) of the
Code (Title 26, United States Code, Section 46(b)).

In sum, in order to qualify as Section 38 property
eligible for the investment credit, property must:

(1) be depreciable or amortizable;

(2) be used for a purpose set out in the statute;

(3) have a useful life of at least three years; and

(4) Dbe placed in service during the year.

Thus, it would appear that the sheller and other
major acquisitions constitute property which is eligible
for the appropriate investment credit claimed by the partners
of the Warehouse.

Internal Revenue Regulation 1.46-3(f) (1) provides,

* For property acquired prior to January 22, 1975, the
allowable credit was 7 per cent of the cost.
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in relevant part, that "in the case of a partnership, each
partner shall take into account separately, for his taxable
year with or within which the partnership taxable year
ends, his share of the basis of partnership new section 38
property and his share of the cost of partnership used
section 38 property placed in service by the partnership
during such partnership taxable year."

b. Investment Credit - 1975

In 1975 the partners of Carter's Warehouse claimed

an aggregate investment credit of $67,330.94, calculated as

follows:
3-5 Year Asset 3-5 Year Asset T+ Year Asset
Life Aocquired Life Acquired Life Acquired
Prior to After 1/21/75 After 1/21/75
1/22/75
New Vehicles $ $ 18,098.50 $
Used Vehicles 7,767.50
New Vehicle 6,182.94
Office
Equipment 544.48
Warehouse
Equipment 50,158.57
Sheller and
Installation 611,629.36
Warehouse
Equipment 912.28
TOTALS $ 6,182.94 $ 25,866.00 $663,244.69
Percentages
Allowahle .3333 .3333 1.0
Value for
Investteent
Credit $ 2,060.98 $ 8,622.00 $663,244.69
Investment
.. Credit at .07 .10 . .10
S 144.27 $ 862.20 $ 66,324.47

Total investment credit for 1975 as shown above:
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$ 144.27
862.20
66,324.47

Total $ 67,330.94
Based upon their partnership shares, the 1975

investment credit allocable to each of the partners of

the Warehouse, was:

President Jimmy Carter (62 per cent) $41,745.17
Mrs. Lillian G. Carter (23 per cent) 15,486.12
Billy Carter (15 per cent) 10,099.65

The tax return of the President discloses an
eligible investment credit in 1975 of $41,745.17, but thé
credit claimed was limited to $41,702. The small reduction
in the credit claimed resulted from the provision which
restricts the credit to $25,000 plus 50 per cent of the
excess of income tax owed over $25,000. However, as the
result of changes made in income in the course of an audit
by the Internal Révenue Service, the full credit was
allowed.

The 1975 tax return of Mrs. Lillian G. Carter
discloses an investment credit of $15,486.11 limited to
$11,754.99, the amount of income tax due.

The credit claimed‘on the 1975 tax return of Billy
Carter was slightly ($7.50) higher than that shown in the
schedule above. The difference, in this instance, is
attributable to a small credit based upon acquisitions by
the service station of which he was the sole owner. However,
actual credit was limited to $10,011.11, the income tax due.

The schedule of asset acquisitions subject to the
investment credit in 1975 indicates that the single largest

item is the sheller and its installation at a cost of

$611,630. The books and records of the Warehouse disclose
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actual payments for this project in the amount of $666,045

during 1975, as follows:

Payments to Carter Mfg. Co. $487,893
P. J. Wise, Electrical Work - 39,765
Lewis M. Carter Mfg. Co. 119,330
Other miscellaneous contractors 19,057

Total Payments $666,045

In addition to the above payments, the following
liabilities for unpaid bills were on the books at 12/31/75:

American Engineering and

Construction Co. $ 40,937
Carter Mfg. Co. 5,886

Total Construction & Installa-

tion Costs Incurred in 1975

with Respect to the Sheller $712,868
Less: Building Housing the

Sheller Equipment 161,238
Balance subject to investment

credit $611,630

As the above schedule evidences, an investment
credit was not claimed for the building which housed the
sheller equipment.

The warehouse equipment listed in the investment
credit schedule at $912.28 represented payment made in 1975
on a fork lift. Other warehouse equipment,'in the amount of
$50,159 and vehicles, in the total amount of $32,049, con-
sisted of the following:

Payments for Various Vans & Trucks $23,704

Payments for Seed Cleaner 6,000
Payment for Seed Cleaner Tractors 12,835
Payments for Trailers 8,214
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Payment for a Utility Loader 11,128
Payment for a Tractor 11,570
Payments for Dryer Wagons 8,757

Total $82,208

Included in the assets acquired prior to 1/22/75
is a part payment of $3,000 made in December 1974 to
Bickenstaff Chevrolet. The balance of $3,182.94 for the
vehicle purchased was paid in January 1975. The total cost
of this vehicle, $6,182.94, was shown in the investment
credit schedule as incurred prior to January 22, 1975. If
this vehicle was placed in service in 1974, then the investment
credit claimed for it in 1975 may be considered to be improper.

At any rate the amount involved is de minimis.

c. Investment Credit - 1976

The partners of the Warehouse claimed an aggregate

investment credit of $33,653.l9 in 1976; calculated as

$ 1,538.55
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follows:
3=5 Year 7+ Years
Asset Life Asset Life
Sheller Equipment $ $ 63,571.43
Drying Trailers 49,627.46
New Warehouse (No. 7) 176,535.61
Equipment for New
Warehouse 30,921.89
Office Equipment 490.00
- Vehicles 46,156.54 ;
$ 46,156.54 $321,146.39
- Percentages Allowable .3333 1.0
Value for
Investment Credit $ 15,385.51 $321,146.39
Investment
Credit at .10 .10

$ 32,114.64



Total investment credit for 1976 as shown above:

$ 1,538.55
32,114.64

$33,653.19

The 1976 investment credit allocable to each
partner of the Warehouse was:

President Jimmy Carter (62 per cent) $20,864.96
Mrs. Lillian G. Carter (23 per cent) 7,740.25
Billy Carter (15 per cent) 5,047.98

The 1976 tax return of the President discloses
an eiigible investment credit in the amount of $20,864.
The actual credit claimed on his tax return was $11,675,
which was the total amount of his income tax liability for
that year.* By virtue of addipions to income resulting from
an Internal Revenue Service audit for the year 1976, the
tax imposed for that yéar was.increased modestly and the
credit was therefore also increased to the amount of the
revised tax; $11,893.48.

The 1976 tax return of Mrs. Lillian G. Carter dis-
closes an eligible investment credit in the amount of
$7,740. The actual credit claimed was $2,335, the total
amount of her income tax liability for that year.

The tax return for Billy Carter discloses that
he claimed an investment credit in 1976 of $5,047.98 and
he was able to reduce his income tax liability for that
year to the full extent of such credit.

Of the eligible assets for 1976, the first item

shown is that of sheller equipment acquired at a cost of

* Although President Carter owed no income taxes for 1976
because of this credit, he nevertheless made a voluntary
payment of $6,000 to the United States.
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$63,571, calculated as follows:

Payments to Americus Engineering & $ 49,272
Construction Co.
Payments to Carter Mfg. Co. ' 76,761
Payments to Lewis M. Carter 3,591
Others 1,144
Total $130,768
Less:

Accrued Liability 12/31/75

Paid in 1976 $46,823
Items Transferred to
Warehouse Equipment 12,039
Items Transferred to
No. 7 New Warehouse 8,335
$ 67,197
Balance - Sheller Equipment $ 63,571
The $63,571 consisted of the following major
items:
Rebuilding 4 tanks $ 13,869
2 Syntron Feeders 1,146
48" Diameter Exhaust Fans & Shutters 494
Collectors for Seed Cleaners 5,824
Labor for Reméining Elevator 850
at 0ld Warehouse
Conveyor Belt E 977
Collectors for 0ld Cleaners 4,772
Twin Collectors & Screens 8,691
Elevators & Platform 7,612
Model 96 EZ Dump Assembly | 16,710
Miscellaneous Other Egquipment 8,512
$ 69,457
Less: |
12/31/75 Accrual to Carter Mfg. Co. 5,886

Balance Claimed Toward Investment
Credit $ 63,571
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The second category of property included in the

- investment credit schedule, $49,627.46 for drying or peanut

trailers, was purchased from the Peerless Manufacturing Co.

in 1976 and was paid for in July and September of that year.
The third item in the schedule, the new warehouse,*

was reported for investment credit purposes in an amount of

$176,535, calculated as follows:

Building 80' x 160' -

Carter Mfg. Co. $136,172
Labor - Carter Mfg. Co. 9,200
Use of Crane -

Carter Mfg. Co. 875
12' x 12' x 12' Dump Pit and

Elevator Well - Carter Mfg. Co. 5,200
Miscellaneous 1,309

Work Performed by Americus

Engineering & Construction Co. 15,444

Work Performed by Americus

Engineering & Construction Co. 8,335
Total $176,535

Payments made during 1976 toward the construction
of the new warehouse (No. 7) were as follows:
' Payments to Carter Mfg. Co. $163,072

Payments to Americus

Engineering & Construction Co. 15,444

Transfer to Warehouse

Account from Sheller (shown above) 8,335

P. J. Wise, Electrical 7,535

Accrual - Amount Payable in 1977 1,309
Total $195,695

* Revenue Ruling 71-359 provides that structures used by a
taxpayer for the storage of raw peanuts in the course of
its business of buying peanuts from growers and selling
the peanuts to manufacturers of consumer goods qualify
as Section 38 property.
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Less:

Transferred to Machinery &

Equipment $18,883
Transferred to
Repairs 277
$ 19,160
Warehouse Cost Subject
to Investment Credit $ 176,535

The sum of $30,921.89 shown as equipment for the
new warehouse in the schedule of 1976 asset acquisitions
is made up of $18,883 (shown above as items transferred
from the new warehouse building account) and $12,039 (shown
above as an item transferred from the sheller equipment
account).*

P. J. Wise, Electric Co. $ 7,258

7' WHP Truck Hoist with
Support and Cradle 2,235

One Model "DD-6000"
Elevator 82' DH . 8,827

One 24" x 155' Troughing .
Idler Belt Conveyor 7-1/2 HP 9,036

Miscellaneous Other Costs, i.e.,
Freight, Sales Tax 3,566

Warehouse Equipment Subject '
To Investment Credit $ 30,922

Vehicles at a cost of $46,156.54, set forth as the
sixth item in the schedule of 1976 asset acquisitions,
consisted of the following:

A new David Brown Tractor Purchased
from Cornwell-Jennings in January 1976 $ 8,523

A New Holland Utility Loader Purchased
from Mertz Equipment Co. in January
1976 12,630

* These amounts were in fact paid but were posted to the wrong
accounts, thus necessitating the transfers.
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A Clark Forklift Purchased on
Installment Basis

A Chevrolet Blazer Purchased from
Meadows Motors in March 1976

13,029

5,202

A Chevrolet Pick-Up Truck Net of Trade

in from Meadows Motor in May 1976

A Pull Type Spreader Bought from
Cross Equipment Co. in May 1976

Total

d. Investment Credit - 1977

2,969

3,803
$ 46,156

The partners of the Warehouse claimed an aggregate

credit of $3,720 in 1977, calculated as follows:

3=-5 Years
Asset Life
Sheller Equipment
Electrical Work
Miscellaneous
Office Equipment-Copy
Machine
_.Used Pick Up Truck $ 3,000.00
| Total $ 3,000.00
__Percentage Allowable .3333

Value for Investment Credit $ 1;000.00

~ Investment Credit at .10
| $ 100.00
Total investment credit for 1977 as shown
$ 100.00
3,619.79

The 1977 investment credit allocable

the partners of the Warehouse was:

7+ Years
Asset Life

$ 29,863.41
927.28

3,012.23

2,395.00

$ 36,197.92

1.0

$ 36,197.92

.10

$ 3,619.79

above:

to each of

President Jimmy Carter (62 per cent) $2,306.00

Mrs. Lillian G. Carter (23 per cent)

Billy Carter (15 per cent)
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The President claimed $2,306.27 as an investment
credit on his 1977 Income Tax Return and received the full
tax benefit therefrom;

. In her tax return for 1977 Mrs. Lillian G. Carter
reports an allowable investment credit of $855.55 limited
by taxes of - 0 -. No credit is therefore allowed for 1977.

Billy Carter claimed and received full credit
for $558.00.

The sum of $29;863.41'cf sheller equipment shown
in the schedule of 1977 asset acquisitions consists of the
following items purchased from the Carter Mfg. Co.:

Screen, Dust Collector
and Other Items $ 6,711

Model DD-4500 Elevator,
52 DH and Remove Old
Elevator _ 10,229

#4 Hart Grador Vibrator,
Model 126 EZ Dump Elevator,

Miscellaneous 10,582

Conveyor Belting o 7»

and Accessories i 2,121

2-1/2" Round Hole Screen 220
$29,863

Summary

Based upon an examination of the books, records,
and supporting documents, the partners in the Warehouse
appear to have qualified for an aggregate investment credit

during the years 1975 - 1977 of $104,703.92, calculated as

follows:
3-5 Year Asset
Life Pre 3=5 Year 7+ Year
1/22/75 Asset Life Asset Life Total
1975 $ 6,182.94 $25,866.00 $663,244.69
1976 46,156.54 321,146.39
1977 3,000.00 36,197.92
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Totals $ 6,182.94
Percentage
Allowable .3333
$ 2,060.98
Investment
Credit at .07
Eligible Invest-
144.27

ment Credit $

$ 2,500.75

$75,022.54 $l,020,599.00 $1,101,794.48
.3333 1.0
$25,007.51  $1,020,589.00
.10 .10
$ 102;058.90 $ 104,703.92

j; Post41977 Review

The 1978 cash journals disclose receipts of funds

of $557,350.81. The sources of these receipts were:

Collections of Farmers'
McGlaum

Cardon

- Lease Income from Gold-Kist

Loans - see schedule below

Sales of trucks and spreader

Sale of cotton gin
Cotton sales
Insurance recoveries

Miscellaneous items

Total

Accounts Receivable:

$ 55,080.06
5,000.00
171,333.32
238,000.00
7,900.00
50,000.00
14,779.76
14,926.04
331.63

$557,350.81

Loans amounting to $238,000 consisted of the

following as shown in Warehouse records:

Month Year
January 1978
January 1978
February 1978
June 1978
July 1978

Source

Carter Farms
Carter Farms
Kirbo
Kirbo

Carter Farms
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November 1978 Carter Farms 4,000
December 1978 Kirbo - (Amy) 6,000
$238,000
The loans from Kirbo were made to the Warehouse
in his capacity as trustee for the President.
The Warehouse general ledger showed that the
$120,000 loan of June 1978 carried an 8 per cent interest
. charge, and the $20,000 loan of February 1978 carried a 9
per cent charge. The records further disclose that a
payment of $1,000 was made against the $120,000 loan in July
1978 thereby reducing it to $119,000. The $120,000 loan
from Kirbo in June 1978 which was used to repay a previous
loan from TCB is discussed along with the Carter Farms loans,
in the section entitled "Carter Farms."
During 1978 the Warehouse disbursed $519,773.
Of this sum $450,888.91 represented interest and principal
payments on outstanding loans as follows:
To TCB - Interest on all loans
and $120,000 principal repayment $151,578.59
To NBG principal repayments on peanut
loan 80,742.88

To NBG principal repayments on sheller

and warehouse loan 138,000.01
Interest payments to NBG on above loans 80,567.43
Total $450,888.91

The balance of $68,884.09 consisted of payments
for real estate taxes, income taxes, insurance coverage,
rent payments to Mrs. Lillian Carter at the rate of $500
per month, and payments to vendors of agricultural and

chemical products past due.
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Our review of the 1978 Warehouse books dis-
closed no indications of irregularities or improprieties,
and no relationship to a Carter campaign.

4. Walter E. Heller & Company

The Warehouse entered into an accounts receivable
factoring agreement with Heller. The August 26, 1976
agreement was for a one-year pefiod and was to continue
from year to year, unless terminated by either party upon
not less than ninety days advance notice by mail. Heller
was to make advance payments of up to 95 per cent of the
net value of the assigned sales accounts, with a S.per
cent reserve withheld to cover contingencies for unpaid
balances due to disputes. Factoringlcommissions were .76
per cent of sales. There was no provision for interest
on advance payments from the date of advances to the
average due date of the sales accounts. In general,
Heller was granted a continuing lien and security interest
in all accounts and interests, all returned or repossessed
goods and merchandise, and all cash and reserve funds
held.

The procedures for factoring of accounts receiv-
able from sales provided for duplicate invoices of sales,
accompanied by evidence of shipping, to be furnished to
Heller. Each invoice and bill was required to bear a
printed endorsement that the account had been assigned
and is payable only to Heller. Heller made wire advances
to the Warehouse against assigned accounts receivable,
made customer collections, retained reserve funds, and
paid itself for commissions earned. Heller's monthly

statements were deemed correct unless objected to within
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thirty days.

The agreement began in early September, 1976
and continued for one year. The accounts receivable
factoring principally covered sales of peanuts and
excluded sales of seed peanuts, sales of non-peanut

products, and peanut commission business.

A summary of

the activity summarized from Heller's monthly statements

follows:

9/1/76 -
12/31/76

Factored receivables $ 2,326,156.09

less: corrections and

1/1/77 -

11/30/77

$ 3,380,449.54

527.58

53,833.00

33,456.00

87,816.58

3,292,632.96

25,691.46

3,290,079.46

10,831.50

adjustments 230.00
duplicate billings
to custamers
shipment refused by
~ custamer
230.00
Adjusted Factored
Receivables 2,325,926.09
Factoring Cammissions
at .76 per cent 17,678.80
Payments made to Carter's
Warehouse at National
Bank of Georgia 2,274,277.83
Collections by Carter's
Warehouse
e 2,291,956.63
Due to (fram) |
Carter's Warehouse $ 33,969.46

3,326,602.42

$__(33,969.46

Total

$ 5,706,605.63

757.58

53,833.00

33,456.00

88,046.58

5,618,559.05

43,370.26

5,564,357.29

10,831,50

5,618,559.05

$  -0-

The terms of peanut sales to customers were gen-

erally on a "Net Cash" basis with collections usually ten to

thirty days after delivery. Most customers were highly

rated for credit purposes.

the Regular Reserve Fund retained by Heller frequently
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exceeded five per cent of the outstanding accounts receivable
at the end of the respective month. However, during
interim periods in 1977 there'appear to be over-advances
(with no provision for interest). At January 31, 1977
the Warehouse was over;adyanced by almost‘$38,000.

| Our audit procédures.and comments are:

(a) Monthly statements and supporting documenta-
tion from Heller were scheduled and proved as to computa-
tions and charges for factoring commission. The statements
had certain minor differences but otherwise corresponded
with the Warehouse accounts. The factoring charges
appeared consistent with the agreement.

(b) All factored sales were scheduled and
reconciled to the books and records of the Warehouse.

The factored receivables from sales were recorded in the
accounts.

(c) Certain charge backs were traced to the

Warehouse's books and records:

Date of -
Charge Back Custamer . Amount Explanation
January 1977 CPC International $32,031.50 ° Duplicate billing
January 1977 McCleskey Mills,

Inc. - 21,801.50 Duplicate billing
June 1977 Bunge Corporation 33,456.00 Shipment refused
_ by custamer
Octaber 1977 Ace Pecan Co. 10,831.50 Cash collected

directly by

Carter's Warehouse
(d) Net proceeds paid by Heller were traced to
cash received and deposited by the Warehouse. At the
request of the Warehouse, all of the proceeds were wire
transferred to the Warehouse account at NBG. Total cash

/

transferred, as reflected in the Heller statements,
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was $5,564,357.29. However, the actual transfers amounted
to $5,564,367.29, the $10 difference representing an
error on transfer.

In sum, all factored sales weré accounted for;
all remittances were traced into Warehouse accounts;
and no irregularities or improprieties were disclosed in
the audit of Heller.

5. Other Audit Procedures

In addition to conducting a'thorough analysis
of peanut purchases and sales, auditing the NBG loans in
detail, and examining into numerous facets of cash received
and disbursed, the following are some of the other audit
procedures adopted in this investigation:

(a) Accounts receivable from farmers for
agricultural and chemical sales were tested. "Tickets"
were reviewed, particularly for large accounts. The
general appearance of these accounts with the availability
of the tickets, the nature of the items sold, the payments
made either by check or in partial exchange for peanuts,
the sales of items customarily purchased and inventoried
by the Warehouse, and interviews of selected farmers, all
contributed to the conclusion that there were no irregular-
ities or improprieties.

(b) Tickets were prenumbered. A test period
was selected to determine whether all-tickéts could
readily be accounted for by the numbering sequence. One
month was selected for testing. Approximately 530 tickets
were written that month.

This test showed that various books of tickets

were used without regard to the numbering sequence. On
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the low end of the scale tickets numbered 1801 to 1885
were employed, with no gaps in between; on the high end
tickets numbered 5143 to 5174 were used during this same
month, also without an? gaps. Other tickets used in the
month were apparently from different books, but every
group used consecutive numbers without gaps.

The numbering sequence was obviously employed
by the Warehouse as a filing device. By recording the
ticket number on the account receivable card along with
the dollars involved, the Warehouse was able to trace, if
necessary, the charge to the details shown on the applica-
ble ticket. The numbering system was not employed as an
audit tool.

No irregularities in the use of these tickets
were indicated. |

(c) Howe scales were used at the Warehouse to
weigh peanuts purchased. Trucks delivering peanuts were
weighed and the weights were automatically imprinted on a
scale ticket. The tare weight of the truck was subtracted
from gross weight to arrive at net or content weight.

The information was repeated manually on "a weight ticket"
which contained the name of the vendor. The scale ticket
was always attached to the weight ticket.

A random sampling of these weight tickets was
conducted, using the following procedures:

The scale ticket was compared with the informa-
tion recorded on the weight ticket, and the weight ticket
was matched to the net weight of peanuts recorded on the
applicable MQ.

In all cases checked the weights on the scale

tickets, weight ticket, and related M-Q's were in agreement.
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E. Carter Farms

The stockholders are:

Name of Stockholder No. of Shares

Charles H.'Kirbo, Trﬁstee U/A

James E. Carter 9,090
John William Carter : 220
James Earl Carter, III 220
Jeffrey Carter 220

Charles H. Kirbo, custodian for

Amy Lynn Carter, a minor 220

Total shares issued
and outstanding 9,970
The corporation maintains its records on a fiscal
year basis ending Febrﬁary éSth. Carter Farms was incorpo-
rated in Georgia on November 6, 1969, and the following
parcels of farm land were transferred to it from Jimmy Carter:
(1) 391 acres of land in Sumter County known as
Hearon Farm;
(2) 421-1/4 acres of land in Sumter County known
as Murray Farm;
(3) 1,049-1/2 acres of land in Webster County
known as Webster County Farm; and
(4) 1/2 undivided interest in 176.50 acres of
land known as Carter-McGee Farm. This
interest was indicated as belonging to
Jeffrey Carter, James E. Carter, III, and
John William Carter although carried on
original deed in the name of James E. Carter, Jr.
The farm lands were used for raising crops and

livestock. Actual operations were conducted by other
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farmers who shared in the profits. The nature of the
operations apparently changed in 1977 when the lands were
leased.

Net income per the books after taxes was as
follows:

Fiscal Year Ended Net Income Per Books

2/28/76 19,760.33
2/28/77 25,904.64
2/28/78 35,707.27

Principal sources of gross income from farm

operations were as follows:

2/28/78 2/28/77 2/28/76
Rent from farmers $46,850 $2,200 $ 800
Hogs sold 277
Peanuts 70,323 70,810

The 1978 fiscal year change to rental did not

" have a material effect on net income from farm operations.
In fact, this change appears to have been financially
beneficial. While Carter Farms no longer shared in the
income from crops, it also no longer had to bear those
costs and expenses. The following schedule of crop

income and related expenses is illustrative:

Crop Income
- Rent from farmers
Total
Expenses:
Fertilizer
Storage &

Warehousing

2/28/78

$46,850
$46,850
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2/28/77

$70,323

2,200
$72,523

$12,894

6,335

2/28/76

$70,810

800
$71,610

$19,821

4,576



Insecticides -0- _ 3,670 1,614

Seed - -0- ' 9,718 : 9,828
Total Expenses $§ =0- $32,617 - $35,839
Difference $46,850 ‘ $39,906 $35,771

The books are maintained on a cash basis. The
above figures were taken from financial statements (dis-
claimer of opinion) prepared by Perry.

There'were numerous transactions between Carter
Farms and the Warehouse dﬁring 1975-1977. These trans-
actions involved saie of fertilizers and other chemicals
to Carter Farms, purchases of peanuts by Warehouse from
Carter Farms, and loan advances by Carter Farms to the
Warehouse. These loan advances carry over well into 1978
and are described later iﬁ this section.

The Warehouéé paid Carter Farms for its share
of the harvested peanut crop as follows:

- Check | ? Deposited by.

Date Drawn On: Amount Carter Farms to:
10/17/75 NBG $ 9,701.28 Bank of Commerce
10/28/75 NBG 23,312.80 Bank of Commerce
11/26/75 NBG 33,220.07 Bank of Commerce
11/8/76 NBG 12,010.68 Bank of Commerce
11/16/76 NBG 30,043.08 Bank of Commerce
12/1/76 NBG 23,333.98 Bank of Commerce

Reconciliation of the payments shown above with
peanut sales per the financial statements (disclaimer of
opinion) is:

1975 Carter Farms receipts for

sale of peanuts $66,234.15
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Add: Storage and Warehousing

Expenses 4,575.94

Total Sales $70,810.09

1976 Carter Farms receipts
for sale of peanuts $65,387.74
Add: Storage and Hauling

Expenses 4,935.42

Total Sales $70,323.16

The Warehouse check dated November 26, 1975 for
$33,220.07 was deposited on February 6, 1976. On November
11, 1975 Carter Farms advanced $30,000 to the Warehouse;
on November 16, 1976 Carter Farms advanced $40,000 to the
Warehouse; and on December 1, 1976 it advanced $20,000.
These advances were made on about the dates that the
Warehouse was purchasing peanuts from Carter Farms, and
were apparently made to lend financial assistance to the
Warehouse which at December 1, 1976 was indebted to Carter
Farms in the amount of $72,313. This debt resulted from
the above and other advances, less fertilizer and chemical
sales to Carter Farms and repayments.

Carter Farms and the Warehouse settled their
accounts by February 28 of each year, the end of Carter
Farms' fiscal year. This practice is apparently
motivated by the terms of Section 267’of the Internal
Revenue Code, which requires that, to be deductible,
expenses between certain related parties must be paid
within 2-1/2 months after the close of the taxable year.
Accordingly, the Warehouse paid the total sum owed to
Carter Farms on February 28, 1976 in the amount of

$18,318.26. Significantly, Carter Farms extended to the
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Warehouse an advance of $18,318.26 on March 6, 1976 as
well as an additional $10,000 on the same date.

Again, on February 28, 1977 the Warehouse
liquidated its obligations to Carter Farms by issuing its
check in the amount of $68,415.31, the then outstanding
balance. On March 10, 1977, Carter Farms advanced $60,000
by a check drawn on its account, payable to the Warehouse.

Toward the end of 1977 the relationship between
the parties began to change materially. The Warehouse did
not purchase peanuts for shelling purposes in the 1977-78
season. The Warehouse, as npted, was in a strained
financial condition and its current assets were inadequate
to meet its current obligations by September 1, 1977.

In addition to the $60,000 owed to Carter Farms
by virtue of the March 1977 advance, the Warehouse owed
$168,000 in the summer of 1977 as an annual payment on the
construction lban with NBG, and the Warehouse ﬁés ﬁnable
-to make this payment from its own resources. Accordingly,
Carter Farms borrowed $120,000 from TCB on August 26, 1977.
7 The security for this loan was 3,240 shares of American
Can Company stock owned by Carter Farms. The $120,000 plus
‘$48,000 of Warehouse funds were used by the Warehouse to pay
NBG the $168,000'annual payment due on the shéller loan.

The American Can Company stock was distributed as
abdividend to Carter Farms' stockholders in late 1977. The
stock had a basis of only $10,000 to Carter Farms, but the
distribution gave rise to a substantial amount of taxable
dividend income to its shareholders which was based on
its fair market value at the time of distribution (approxi-

mate value of stock was $125,000). Carter Farms caused
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I.R.S. information forms 1099 to be filed in cdnnection
with this distribution, as follows:
Charles H. Kirbo, Trustee dividends $114,283
Amy Carter, Charles H.
2,755

Kirbo, custodian dividends $
John Williams Carter ’dividends $ 2,786
James Earl Carter III dividends 9 2,785
Jeffrey Carter dividends $ 2,786

In 1978 Kirbo sold the American Can stock, and
on June 12, 1978 loaned $120,000 to the Warehouse. The
Warehouse, in turn, issued its check for $120,000 to TCB
on the same date. The Warehouse books reflect the reduction
in indebtedness to Carter Farms and the creation of an
indebtedness shown in the records as "Note Payable -

Kirbo" 8 per cent demand. In July 1978 the Warehouse:
repaid $1,000 of the aﬁove obligation, leaving a balance
of $119,000.

On Septeﬁber 26, 1977 Carter Farms borrowed an
additional $300,000 from TCB. On the following two days
Carter Farms issued checks to the Warehouse's creditors
totalling $61,876.07_from this source of funds. In addi-
tion, on October 3, 1977 Carter Farms drew a check against
théée borrowed monies for $232,000, which was used to
open an account at the TCB on behalf of the Warehouse.

The $300,000 loan from TCB appears to be unsecured
except for the assets of Carter Farms. While Carter
Farms's assets have not been pledged, the value of the
land holdings is more than adequate to satisfy indebtedness,
provided such holdings remain unencumbered. The records

show Kirbo agreed to advise TCB before encumbering the land.
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Available records disclose an $85,000 répayment
against the $300,000 loan on March 13, 1978. Tﬁe,monies
for this repayment came from funds advaﬁced to Carter
Farms by Kirbo as trustee.

The source of the $85,000 was: -

(1) Check No. 123 drawn on President's
Expense Account at the Union 1lst
National Bank of Washington to
Charles H. Kirbo, trustee, on
2/20/78 $ 36,500

(2) Check No. 357 drawn on President's
and Mrs. Carter's personal
account at Union lst National
Bank of Washington to Charles
H. Kirbo, trustee, on 2/20/78 15,000

(3) WwWithdrawal from President's and
Mrs. Carter's personal savings
account at Citizens Bank of
Americus to Charles H. Kirbo,
trustee, on 2/20/78 , 48,500
- Total $100,000
Carter Farms made the following additional loans

to the Warehouse:

12/8/77 $ 1,000
1/23/78 15,000
1/30/78 13,000
7/5/78 60,000
11/21/78 4,000

The $60,000 transferred to the Warehouse on
7/5/78 was borrowed by Carter Farms from TCB on that same
date. This loan was to enable the Warehouse to make a
payment, then due, on the NBG sheller loan.

'On September 22, 1977 Carter Farms obtained a
note from Billy Carter collateralized by a security deed
to land owned by him. The note was for $148,908.83, and

was intended to constitute security for repayment of
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Billy Carter's negative balance in his Warehouse capital

account as well as his indebtedness to the Warehouse on
an open account.

The balances covered were:

Accounts Receivable - Billy Carter $ 23,181.11
Capital Account deficit 125,727.72
Total $148,908.83

Carter Farms recorded the note as an asset on its
books and credited or reduced the loans receivable from the
Warehouse by a like amount. The Warehouse, on October 4,
1977 reduced the loans payable to Carter Farms in the amount
of $148,908.83, credited Billy Carter's capital account in
the amount of $125,727.72, and credited the account receiv-
able due from him in the amount of $23,181.11.

The property to which Carter Farms held a
security deed was purchased by Kirbo as trustee on March
1, 1979. The closing statement for this transaction
disclosed that credit was taken against the purchase
price for the $148,908.83 due on Billy Carter's note and
interest on the note of $17,102.08 was also claimed as a
credit against the purchase price.

A summary of the transactions between Carter Farms

and the Warehouse beginning with the loans in 1977 follows:

Date Loan Advance Repayment
3/10/77 $ 60;000.00

8/26/717 120,000.00

9/22/77 148,908.83
9/27 and

9/28/77 61,876.07

10/3/77 232,000.00

11/30/77 61.85
12/8/77 1,000.00
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1/16/78 3,585.10

1/23/78 15,000.00
1/30/78 13,000.00
6/12/78 120,000.00
7/7/178 60,000.00
11/21/78 4,000.00
Totals $566,876.07 $272,555.78
272,555.78

Balance owed
Carter Farms at

11/21/78 $294,320.29

The indebtedness of Carter Farms to TCB was:

Date Loan Advance Repayment
8/26/77 $120,000 |
9/26/77 300,000
3/13/78 | 85,000
6/12/78 120,000
7/5/78 60,000

$480,000 $205,000

205,000

Balance at
July 5, 1978 $275,000

The examination of Carter Farms's books and
records, its inter-company transactions with the Ware-
house, and its bank loans as well as loans to Warehouse,
reveals no irregularities or improprieties. The examina-
tion of receipts and disbursements shows no relationship

to any Carter campaign.
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F. Gerald Rafshoon Advertising Agency, Inc.

In addition to the investigation of the Warehouse
and NBG as well as the related matters addressed in
preceding sections of this report we also examined into
one aspect of the activities of the Gerald Rafshoon
Advertising Agency, Inc. ("GRAA"). Specifically, we sought
to determine whether GRAA obtained monies from any sources
(other than its own operations), which enabled GRAA to
extend credit to Jimmy Carter's 1976 primary campaign
("Jgcec").

We understand that the activities of GRAA which
are addressed in this report are also being examined by
the Justice Department and have already been examined by
the Federal Election Commission ("FEC"). However, because
questions have been raised as to whether monies were
diverted from the Warehouse and NBG into GRAA, I determined
to conduct the investigation which is detailed in this
section.*

The review was limited to ascertaining sources
of funds which could have been used to extend credit to
JCPC during the period December 1974 through October 1976.
In this connection, FEC records disclose that in May 1976
the JCPC indebtedness to GRAA had reached $671,243.52.

William Stack, counsel for GRAA, 1401 West Paces
Fefry Road, N.W., Atlanta, Georgia, voluntarily made
available for review relevant records of GRAA.

Records reviewed included:

(1) GRAA bank statements, cancelled checks, and

deposit items from:

* The investigation of GRAA was limited to the matters set
forth in this report.
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(a) First National Bank and Trust Company
("FNBT") Account No. 16-012-517 for the period 12/74 - 7/76.

(b) NBG Account No. 0-27-627-9 for the
period 5/75 to 10/76.

(2) Accounts receivable records (JCPC).

(3) Accounts payable records (JCPC).

(4) Certain invoices and contracts.

GRAA used the FNBT account from December 1974
through June 1975 and the NBG account, which opened in May
1975, to handle all client receipts and disbursements
including those for the JCPC. The FNBT account became
inactive after the opening of the NBG account.

The records establish that GRAA collected a total
of $3,062,057.3§ froﬁ JCPC during the period December 1974
through October 1976. Expenditures on behalf of JCPC during
this same period totaled $2,605,994.67, resulting in an
apparent gross profit to GRAA of $456,062.72 or 14.9 per
cent.

The chart that follows was prepared to show the
relationship between monies received from JCPC represented
by the solid or upper line and monies expended on behalf of

JCPC by GRAA by the broken or lower line.

159



$3,000,000
2,900,000
2,800,000
2,700,000
2,600,000
2,500,000
2,400,000
2,300,000
2,200,000
2,100,000
2,000,000
1,900,000
1,800,000
1.700,000
1,500,000
1,500,000
1,400,000
1,300,000
1,200,000
1,100,000
1,000,000
900, 000
800,000
700,000
600,000
... 500,000
400,000
300,000
200,000
100,000
-0-

CUMULATIVE DEPOSITS FROM JIMMY CARTER PRESIDENTIAL CAMPAIGN AS RELATED TO EXPENDITURES
ON_BE!IALF OF JIMMY CARTER PRESIDENTIAL CAMPAIGN BY GERALD RAFSHOON ADVERTISING AGENCY

1974 1975 ' ' 1976
D JFMAMUJIUJINMNSONTDTUJITFMMMUJIJIROMNSoO
ENMNFEMNMTPAMNMUUUETCOTERWDNTETWSNZPRNMNDUUUEC
C N BRRYWNTLGU PTUVCINMDBR RIRTYINILTGU®PT
$3,062,057.39
- ———$2,605,994.67

I T = e = = e

Deposits from Jimmy Carter Presidential campaigne
Expenditures on behalf of Jimmy Carter Presidential Campalgn = — — - _— _

CUMULATIVE
DEPOS ITS

1974
DEC § 12,000.00
1975
JAN 17,000.00
FEB 22,000.00
MAR 37,834.15
NPR 53,817.39
MAY 56,817.39
JUN 56,817.39
JUL 65,217.39
AUG 74,073.06
SEP 84,626.06
OCT 92,626.06
NOV 110,626.06
DEC 146,819, 24
1976
JAN 419,001.59
FEB 663,213.09
MAR 1,017,415.60
APR 1,260,165.91
MAY 2,130,610.58
JUN 2,593,902.08
JUL 2,893,902.08
AUG 3,043,902.08
SEP 3,043,902.08
oCT 3,062,057.39

.CUMULATIVE
EXPENDITURES

$

1,750.00

8,263.55
11,178.65
13,925.95
14,231.37
29,420.90
30,137.96
35,102.47
47,206.76
50,048.83
63,429.68
75,661.89

125,378.30

410,105.70
644,421,29
927,183.31
1,195,900.40
2,073,629.92
2,420,512.02
2,492,003.55
2,602,403.20
2,605,994.67

2,605,994.67
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The chart illustrates that on a cumulative cash
basis, expenditures on-behalf-of JCPC at no time exceeded
monies from JCPC. All receipts from JCPC which appear on
the chart have been verified to GRAA bank statements.
Expenditures, represented by the broken or lower line were
taken from a schedule prepared by a GRAA representative.

The expenditures, as reflected on the schedule were tested
by verification to GRAA accounts payable records and
cancelled checks for the months March through June 1976.
The tested expenditures proved to be accqrate.

Deposits recorded in the books and records of
GRAA as "loans" were also reviewed. On December 19, 1975 a
$30,000 deposit was made to the NBG checking account. This
deposit was shown as loan proceeds from NBG. On April 28,
1976 $155,000 was deposited by credit memorandum to the NBG
checking account. This deposit was reversed the following
day by an NBG debit memorandum, $150,250. The $155,000
credit memorandum was generated by GRAA obtaining a $155,000
line of credit from NBG. The bank erroneously deposited the
entire line of credit to the NBG account. The net effect of
the above transaction was that GRAA drew down $4,750 on the
$155,000 line of credit.

GRAA drew an additional $29,665 on this line
of credit through October 1976 with a repayment of $14,000
in July 1976. The total draw down on the line was $64,4l§
Because GRAA commingled all deposits in one account, it is
impossible to determine on a dollar-for-dollar basis the
uses of the draw downs. However, there are disbursements

made on behalf of bankrupt clients which exceed the
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NBG draw down on their line of credit. In this regard
Mr. Stack contended that the line of credit with NBG was
established for the purpose of paying bills incurred as the
result of bankruptcies by several GRAA clients.

On April 21, 1976 a $25,000 deposit was made
to the NBG checking account. The deposit was marked loan
proceeds from Associated Credit Union, Atlanta, Georgia
("ACU"). The loan with ACU was verified with the credit
union. ACU records reflect that a $25,000 loan was made to
GRAA on April 20, 1976. The loan was paid off on Augﬁst 31,
1976. Information concerning the purpose of the loan from
the application or note is unavailable at ACU because its
records have been purged in the normal course of business.

The review of JCPC deposits to GRAA disclosed
that during the period April through September 1976 a
number of deposits were in the form of wire transfers
directly to GRAA from various banks. Kirbo, as trustee
for President Jimmy Carter, made available JCPC bank accounts
from various primaries around the nation. All of the wire
transfers were traced to these accounts. The sources of
these wire transfers were funds raised for various state
primary campaigns. One wire transfer for $1,000 came from
an individual in Texas and this transaction too was satis-
factorily identified.

Deposits totaling $3,062,057.39 representing
collections from JCPC were verified to FEC records. The

monthly reports to the FEC prepared by JCPC failed to
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reflect some of the wire transfers mentioned above.
However, these items did appear on a recap schedule pre-
pared by JCPC reflecting all monies paid to GRAA and this
recap agrees with deposits in the GRAA bank account.

On the issue of the extension of credit to JCPC
by GRAA a schedule was prepared by GRAA representatives
reflecting invoices which were billed to the campaign but
for which GRAA had received no payment. The unpaid invoices
were broken down between production payables and media
reservations.

GRAA stated that media expenses were expenses for
advertising in the media such as newspapers, television,
and radio. These expenses must be paid prior to the ad's
actual appearance. GRAA's practice was to reserve media
space prior to an ad actually appearing and bill JCPC at
the time the reservation was made. This transaction would
create an unpaid invoice for which GRAA had in fact expended
no money. According to Mr. Stack, no liability accrued
to GRAA as a result of placing the reservations. Nevertheless,
JCPC was billed by GRAA for these reservations.

Independent sources have confirmed that placing
a media reservation for future time or space generally
does not then require funding.

The records disclose that unpaid invoices peaked
in May 1976 when JCPC‘owed GRAA $671,243.52. However,

GRAA at that time had not paid for media reservations of
$236,152.74* and production payables of $194,965.71]. Thus,

the net effect was that GRAA had then actually expended

* These unpaid reservations were tested against available
documentation, and were determined to be substantially
correct.
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only $240,125.07 of its funds on behalf of JCPC and not

$671,243.52. This expenditure is arrived at as follows:

Total unpaid invoices of JCPC $67l,243.52
Less: Media reservations $236,152.74

Production payables 194,965.71
Total media reservation and production payables 431,118.45
GRAA funds expended for JCPC $240,125.07

Moreover, funds actually expended by GRAA did not
require loans or other sources of funds. The fact is that
‘commissions earned on monies already received from JCPC by
GRAA as of May 31, 1976 were sufficient to defray the
$240,125.07 expended by GRAA on behalf of JCPC. The chart
referred to earlier in this report showing cumulative
‘deposits and expenditures'feflects that at the end of May
1976 GRAA had collected a total of $2,130,610.58 and had
expended only $2,073,629.92 which includes the $240,125.07
referred to above, on behalf of JCPC. 1In effect, by
May 31, 1976, GRAA had expended most of its earned com-
missions on behalf of JCPC.

GRAA records of two other clients were reviewed
to determine if funds provided by these clients were
employed for JCPC expenses. One of the clients was selected
because of a substantial increase in billing and collec-
tions during the month of June 1976. The other was a new
accoﬁnt.

A thorough review of the advertising activity of
these two clients revealed that all expenditures on their
behalf were made commensurate with receipts from them.
Furthermore, investigation disclosed that all media

expenditures and other activities by GRAA on behalf of
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these clients were for the purpose of promoting the clients.
There was no indication of any expenditure relating to
JCPC through these two accounts or, for that matter through

the account of any GRAA client.

Conclusion

This examination of the records of GRAA estab-
lishes that GRAA had the financial means to carry the
obligation incurred on behalf of JCPC. Because GRAA used
one bank account, in which all client funds, including
JCPC receipts, were deposited, it cannot be determined if
any of the bank loans or, for that matter, any client funds
other than JéPC funds were used to pay JCPC expenses.
However, the foregoing review and analysis clearly demon-:
strate that, in view of the excess of cash receipts from
JCPC over the monies actually expended on behalf of JCPC
at any given time, GRAA had no need for additional cash to
use on behalf of JCPC. Further, during the entire period
from December 1974 through July 1976 the month end bank
balances of GRAA ranged from $50,000 to approximately
$480,000. This is, of course, additional evidence that
other sources of cash for JCPC purposes were not required.

We express no opinion as to whether the activities
described in this section constitute a violation of the

federal election laws.
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G. Audit of Billy Carter

1. Scope and Cause

Records of Billy Carter's Service Station, Billy
Carter, Inc., and Billy Carter personally were examined.
During the years in question Billy Carter and his wife,
Sybil, had signatory authority over the bank accbunts at the
Warehouse as well as at Carter Farms. Every check issued by
the Warehouse was signed by Billy or Sybil Carter. She was
the head bookkeeper for the Warehouse as well as for Carter
Farms. In addition, Billy Carter ran the Warehouse, and
held a power of attorney from the other two partners grant-
ing him broad authority over the Warehouse operations.

Thus, Billy and Sybil Carter's involvement in
the Warehouse required careful examination, including
an analysis of Billy Carter's finances.

2. Billy Carter, Inc.

This corporation was formed on March 29, 1977,
and Billy Carter was its sole stockholder. The books
and records were kept on a fiscal year ended March 31 and
the first corporate return filed was for the year April 1,
1977 to March 31, 1978. The earned income was from
monies received in connection with Billy Carter's
public appearances.

An examination of the books and records for the
first year of operation disclosed that all receipts and
disbursements passing through the corporate bank account
maintained at NBG related to Billy Carter in one form or
another. None of these funds had anything to do with the

Warehouse, the Warehouse loans, or any Carter campaign.
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Monies were received during the first year from the

following sources:
Loans froﬁ NBG
Contract Income
Unpaid Withholding Taxes at 3/3/78
Total funds available
Monies were expended as follows:
Taxes Paid
Salaries Paid
Agents' Fees
Supplies
Travel Expenses
Professional Services
Interest, telephone, flowers and
miscellaneous
Personal Account:
Improvements, furnishings and
payments on house
Advances to Service Station
Checks to Sybil Carter
Loan to Jack Carter
Payments to CBA
Interest on Home Mtg.
Life Ihsurance Payments
Investment

Payments on Car
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$ 57,000.00
386,404.73
12,241.58

$455,646.31

$ 39,753.66
46,272.50
54,472.59

2,743.97
32,368.21
6,552.25

10,291.52

146,424.90
34,406.92
9,833.44
5,000.00
6,267.16
2,073.75
2,216.16
1,700.00
4,169.50



Cash Checks 7,800.00

Gifts v ' 13,401.80
Total Other Withdrawals - 12,944.10
Total $438,692.43

Less: Refunds and credits

to personal account 25,136.22

Net $413,556.21

Total Funds Available $455,646.31

Funds Expended 413,556.21

Cash Balance NBG

3/31/78 Per Books $ 42,090.10

Of the $25,136.22 credited to Billy Carter's
personal account $19,000 constituted a transfer from his
account with CBA; $5,602.18 were deposits from property
rentals in connection with sightseeing tours; and the
balance of $534.04 was from miscellaneous sources.

The above analysis was made from books and
records. Adjus;ing entries of accountants were not taken
into consideration since they had little or no effect on
the overall conclusion which was that the corporation was
not used for the Warehouse, or Carte: campaign purposes.

3. Billy Carter's Service Station

Billy Carter's Service Station (BCSS) was incorpo-
rated on June 10, 1975 in Sumter County, Georgia. BCSS,
located in Plains, Georgia, was engaged in the service
station business and a retail operation, which involved
sales of beverages and various other items. Although
possessing a corporate charter the business was conducted as
a sole proprietorship until April 1, 1977 when the service

station commenced operation as BCSS, Inc.
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The examination of the books and records of
BCSS was conducted to determine: the ultimate disposi-
tion of funds received from the Warehouse and the account-
ing treatment accorded such funds on BCSS books; whether BCSS
was used in any way to funnel funds into any Carter campaign
activity, or whether any Carter campaign funds came through

BCSS for any purpose.’

BCSS records examined were as follows:

(1) Cash journals, January 1975 through December
1977.

(2) General Ledgers, for the same period.

(3) Selected gasoline sales slips.

(4) Schedules "C," Federal Income Tax Returns,
1975 through 1977.

(5) Invoices for purchases of gasoline.

(6)- Bank accounts, as.follows:

(a) CBA, no. 00-16726.

(b) NBG, no. 7-76-449-9.

(c) NBG, no. 0-34-653-5.*

(d) Bank of Commerce, no. 1-17-198.

The cash journal for Jénuary 1976 was not avail-
éble for examination. The activity for this month was
therefore determined from bank records and general ledger
entries.
| The Bank of Commerce account was carried in the
name of Jennings éervice Station, the predecessor to BCSS.
This account became virtually inactive after February 1975

although it remained open through December 1977 when its

* Account commences with corporate operation.
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balance was reduced to zero.

The NBG account, no. 7-76-449-9, functioned from
July 1976 to June 1977 whenvit was closed. Deposits
and disbursements were examined. The account was apparently
used to clear Master Charge and Bank Americard invoices.
In addition, an NBG automobile loan in the amounf of
$4,736.11 was deposited to this account in October 1976.
Total deposits during the one year it existed, including
the auto loan proceeds, came to $26,801l.

Disbursements through this account included the
following:

October 1976 Check to Bickerstaff
Chevrolet $4,736.11

November 1976 Check transfer to
CBA account 2,500.00

January 1977 Check to Washington
Hilton 2,881.59

The NBG account no. 0-34-653-5, opened in April
1977, was used very much like the predecessor NBG account.
From April 1977 to December 1977 there were total deposits
of $33,562. The balance at December 31, 1977 was $377.

The BCSS account with CBA was the most active,
and the major part of all BCSS business was transacted
through this account. The account was reviewed for the
period January 1975 through December 1977. Deposits
averaged about $20,000 per month in 1975, $24,000 per
month in 1976, and $32,500 per month in 1977.

Funds received from the Warehouse were traced
into BCSS accounts. Non-income items, such as drawings
from the Warehouse deposited to a BCSS account, were
credited on the service station books to Billy Carter's

drawing account. Billy Carter's drawings from the service
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station were as follows:

Year Total Amount Cash Portion Balance

1975 $17,761.69 $ 8,000.00 $ 9,761.69
1976 48,319.40 23,127.04 25,192.36
1977* 36,572.01 23,546.90 13,025.11

Pertinent withdrawals were:

1. $5,000 in 1975 to Don Carter, Escrow account.
Don Carter is a real estate broker.

2. $15,390 in 1976 by check payable to Marlin
Poole with notation to the effect that it represented an
annual payment on a farm.

3. $2,881.59 withdrawal in 1977 to Washington
Hilton Hotel. |

The remainder of checks drawn to named payees
were for personal and living expenses.

BCSS earnings appear as follows:

: January to March
1975 1976 1977

Sales $198,460 $317,586 $174,193
Cost of Sales 174,254 238,377 149,407
24,206 79,209 24,786
_____ Tour Service ‘ 5,437
Gross Profit $ 24,206 $ 79,209 $ 30,223
Expenses:
Depreciation 2,195 2,183 546
Taxes 6,977 6,773 6,320
Salaries 15,661 21,368 6,422
All other items 7,585 13,377 4,885
Total Expenses $ 32,418 $ 43,701 $ 18,173
Net Profit
(loss) ($ 8,212) $ 35,508 $ 12,050

* Represents full year.
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The income from sales and cost of sales as shown
on the books and records agree with those shown on Billy
Carter's tax returns. The figures for 1977 represent a
three month period ending in March. Commencing with April
1977 the service station operated as a corporate entity.
The sales income is derived from gasoline sales, parts
sales, custom work, and miscellaneous. The gas sales and
costs as determined from the books and records for the two

full year periods were:

1975 1976
Gasoline sales $117,941 $179,973
Cost of gasoline sales 109,797 167,269
Gross Profit $ 8,144 $ 12,704
Gross Profit Percentage 6.9% 7%

The examination of the books and records of
BCSS disclosed that it was not used in any manner either
to furnish funds to any Carter campaign or to act as a
conduit for that purpose.

4. Personal Checking Accounts

Billy Carter's personal bank accounts were
examined. The accounts reviewed were:

(1) Checking account at the Bank of Webster in
the name of William A. Carter III.

(2) sSavings account at CBA in name of Ruth C.
Stapleton or Billy Carter.

(3) Checking account with CBA, account no. 0l-
04544-2, in the names of Billy Carter or Mrs. Billy
Carter.

(4) Checking account with CBA, account no. 0l-

05346-1, in the name of Mrs. Billy Carter.
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These were examined for the years 1975 through
1978 to the extent that they existed during that period.

The largeét significant deposit recorded was
$58,747.50 deposited on May 18, 1977 to the CBA account
of Mrs. Billy Carter. On May 17, 1977 Billy Carter
borrowed $60,000* from the lst Federal Savings and Loan
Association of Americus repayable in 72 installments of
$1,081.55 each. The loan was secured by a mortgage on
his residence in Plains, Georgia. $19,000 of these funds
were transferred to the NBG account of Billy Carter, Inc.
and credited to Billy Carter's drawing account on those
records. Most of the remainder of the funds were expended
for fixing-up expenses and decorating a new residence in
Buena Vista, Georgia.

Account no. 01-05346-1 with CBA was not complete,
and the analysis was facilitated by use of photostats and
other sources. CBA account no. 01-04544-2 became inactive
approximately at the time that account no. 01-05346-1
became active. The Bank of Webster account was relatively
inactive during this entire period.

The review of all these accounts clearly disclosed
that they were not used to channel funds into any Carter
campaign. In that connection other loans made by Billy
Carter were traced to determine the disposition of the
proceeds. This was done notwithstanding the fact that
all of these loans were negotiated well after the campaign
and election were over.

The sum of $57,000 borrowed from NBG in 1977

and deposited to Billy Carter, Inc. was previously dis-

* Net proceeds of loan $58,747.50.
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cussed. These funds were advanced under a master note of
$148,000 and were accounted for in the expenditure analysis
shown for Billy Carter, Inc.

The $60,000 loan from lst Federal Savings‘and
Loan Association of Americus is discussed above. 1In
addition, a Gainsville National Bank loan of $30,000 was
received on August 8, 1978. The proceeds of this loan
were deposited in the NBG account of Billy Carter, Inc.
and were used to pay interest and principal on other
loans, current bills, and household expenses. This loan
was repayable in six monthly installments of $5,156.66
each. |

On April 15, 1978 loan proceeds of $30,691 were
received from CBA and deposited into the NBG account with
Billy Carter, Inc. The money was used to facilitate an
income tax payment on April 15, 1978 of $41,000.

H. Mrs. Lillian Carter

Photocopies of Mrs. Lillian Carter's savings
account no. 75-8011209 with CBA were reviewed. Photocopies
of Mrs. Lillian Carter's checking account with the Bank
of Webster, Preston, Georgia, were also reviewed. No
significant activity appeared in either of these accounts.

I. President and Mrs. Carter

The following bank- accounts of President and
Mrs. Carter were reviewed for the period 1974 to 1978 to
the extent they existed during that period.

1. Savings account at CBA.

2. Savings account at Fulton National Bank,
Buckhead Branch, Atlanta.

3. Checking account at CBA.
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4. Presidential Expense Account at the Union 1lst
National Bank of Washington, D. C.

5. Checking account at Union 1lst National Bank
of Washington, D. C.

Relevant facts disclosed by our analysis and
review of these accounts have been discussed in previous
sections of this report.

The analysis of all of these accounts disclosed

no irregularities or improprieties.
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PART V

CONCLUSION

My report to the Attorney General discusses in
detail all the evidence developed and applies that evidence
to the relevant criminal statutes and the case law;'

My conclusion, necessarily expressed summarily
in this public report, is that based on the evidence and
the law no criminal charges can or should be brought.
Accordingly, there will be no indictments returned in
this investigation. Messrs. Cahill, Gross, and Nesland

agree with this decision.

Respectfully submitted,

October 16, 1979 W%CAAM
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CARTER'S WAREHOUSE.
SOURCES OF FUNDS
1975- 1977
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