FEDERAL ELECTION COMMISSION

WASHINGTON, DC 20464

ABl-26
September 29, 1982
MEMORANDUM

TO: FRED S. EILAND
PRESS OFFICE

FROM: BOB COSTA' 7%/

_ _SUBJECT: PUBLIC ISSUANCE OF FINAL AUDIT REPORT =~
' DEMOCRATIC EXECUTIVE COMMITTEE OF FLORIDA

Attached please find a copy of the final audit report
of the Democratic Executive Committee of Florida which was
approved by the Commission on September 16, 1982.

Informational copies of the report have been received

by all parties involved and the report may be released to
the public.

Attachment as stated

cc: FEC Library
RAD
ablic Record




Release Date 10/01/82

FEDERAL ELECTION COMMISSION

WASHINCTON, D C 20463

Agl-26

REPORT OF THE AUDIT DIVISION.
ON THE
DEMOCRATIC EXECUTIVE COMMITTEE OF FLORIDA

Background

A. Qverview

This report is based on an audit c¢f the Democratic
Executive Committee of Florida ("the Committ=e"), undertaken by
the Audit Division of the Federal Election Commission in
accordance with the Commission's audit policyv to determine
whether there has been compliance with the grovisions of the
Federal Zlection Campaign Act of 1971, as amended ("the Act").
The audit was conducted pursuant to Secticn 438 (b) of Title 2 of
the United States Code which states that the Commission may
concduct audits and field investigations of any political
conmittee required to file a report under Section 434 of this
title., Prior to conducting any audit under %his section, the
Commission shall perform an internal review of reports filed by
selected committees to determine if the reports filed by a
particular committee meet the threshold ments for
substantial compliance with the Act.
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Committee registered with tke Office of the Clerk
States House of Representatives on 2pril 19, 1972.
maintains its headgquarters in Tzllahassee, Florida.
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8. Kev Personnel

The Treesurer of the Committee was William H. Marshall
from January 1, 1980, through April 26, and Monnie J. Yungkans
from April 26 tnrough December 31, 19890. s

c. Scone

The audlt included such tests as verification of total
*epor*ec receipts and expenditures ané individual transactions;
review of regquired supporting oocumentaczon,~ana1y51s of
Committee. debts and obligations; and such other audlt procedures
as deemed necessa*y under the clrcumscances.‘" .

Ii; fAudlt Flndlngs and Recommendatlons:

CAL Allocatlon of Admlnvstratlve Exnenses

Lo N Sectxon 10 S(a)(’) of Tlcle ll Code of. Federal
_Regulztions. states, in part, that. a: polltlcal party committee
. which finances political activity in connection with both federal
.ané non-£fecderal elections shall either: (i) Establish a separate
federal account in a depositoryv in eccordance with 11 C.F.R. 103.
'~ Such account shall be treated as a serarate federal political
~committee which shall comply with the reguirements of the Act; or
" (ii) Establish a political committee which shall receive only
contributions subject to the prohibitions and limitations of the
Act, recarlless of whether such contributions are for-use in-
connection with federal or non-federal elections.

Section 106.1(e) cf Title 1, Code of Federal =
icns -states that pcr“v cormittees and other . political -
Tmittees which have established Federzl campaign committees
pursuant to 11 C.F.R. 102.5 shall allcczte administrative
etoensee on a reasonable oa51s between their Federal and non-. .
ccounts in propeortion to the amount of funds. expended on
enc non-Federal elections, or on ancther reasonable’
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In response to the interim aucdit report finding the
Committee devised a method to allocate ezpenditures and
determined that the Federal account's shzre of administrative
expenditures is §$780.

The Audit staff has reviewed t=e Committee allocztion
method and determined it to be deficient. The Committee had
allocated only a portion of one indivicduzl's salary for
administration of the Federal account. It ignored any overhead
expenses such as utilities, rent, etc.

The Audit staff has applied a formula which recognizes
not only a portion of the salary for administration of the

account, but a reasonable amount of the attendant overhead
expense.

The Audit staff believes that $2,674 represents a
reasonable amount of administrative expenses which shoulé have
been borne by the Federal account. However it is our opinion.

thaz the difference $1,894 ($2,674 - $723) is not material at
this time.

Recommendation

The Audit staff recommends that tn ee adjust its
a.location method to include all alio istrative
expenses (salaries, rent, utilities, allocate such

expenses in & timely manner in order id future allocation
problems.

.

Txcessive Contributions to

Section &4ia(a) (2) (A) of Tikl : the United States
s that no multicandidate iti committee shzll make
£¢ any candidate and xi horizeé political
ragspect to any Tederzl office whicha,
exceed $5,000.
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2) The Committee contribut $7,500 on September 18,
1980, and $2,500 on October 10, 1980, :=c a2 candidate for the U.S.
House of Representatives., On December 13, 1980, $2,500 was
refunded to the Committee. The Executiwve Director stated that
the Committee sought a refund of the remazining excessive amount
($2,500), but was unable to obtain iz. The auditors were told
that the candidate was in debt, and tnzZle to refund the
remaining $2,500. The candidate's disclcsure reports, as filed
with the Commission, indicate that his campaign committee owed
$65,600 in debts and obtligations at ths time of the October
contribution. The latest report filed bv the candidate indicates
that his campaign committee owes $57,6.0 in debts and
obligations.

3) The Committee contributed $7,500 on October 10,
1980, to a candidate for the U.S. Houss of Representatives. The

Committee sought and obtained a refuné c¢Z $2,500 on December 1,
1980. ‘

3) The Committee contributzé $20,000 on October 9,

1980, o & candidate for the U.S. Senzze. On October 16, 1980,
$15,000 was refunded %o the Committes :

The interim audit reoort corzzined a2 recommendation
th respect to item 1), the Comz=itzee provide evidence
:tlng the assertion that $2,500 ¢I the contribution was
51gna;ed for the retirement of prizerv debts. With respect to
item 2), the Committee either obtair z refund of the remaining
exce=51ve portion of the contributicn, cognize the excessive
oorticn as & debt, or submit evidencs £ the amount was
ues*gnazec as a primary election conczr ticn. Nc further action
was recommended with respect to itexs ané 4).
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$2,500 of the cohtrlbu.lon was internges Zcr the retirement of the
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C. Misstatement of Financial Activitvy

Section 434 (b) (1) and (2) of Title 2 of the United
States Code reguires disclosure of the amount of cash on hand at

the beginning of the reporting period ané the total sum of all
receipts. ’

Section 434(b) (4) and (5) of Tizle 2 of the United
States Code reguires disclosure of the =c:al sum of all
expenditures and the name and address of each person to whom an
expenditure in an aggregate amount or value in excess of $200
within the calendar year is made by the reporting committee to
meet a candidate or commitiee operating expense, together with
the date, amount, and purpose of such opercating expenditure.

A reconciliation of the Commitcee's bank records to its
‘disclosure reports covering the period Januvary 1, 1980, through
December 31, 1980, indicated that:

1) Reported receipts were overstated $10,800.00
Reported expenditures were understaced $7,025.05

cash on hand as of Decembdsr 31, 1980, wes
overstated $17,825.02

overstatement of recei
result of 1,200 transfer erroneot
October 28, 1980.
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D. Disclosure of Co-ordinated EZzv

-
L]

ditures

Section 104.2(a) of Title
Regulations states that each repor:
committee shall be filed on the apsr
forth at 11 C.F.R. 104.2(e).

9]

Ze of Federal
oy a political
FEC £orm as set

11

Section 104.2(e) of Title 11, Zcde of Federal
+-ees other than

Regulations states that political commits
authorized committees shall file repor=s cn FEC Form 3-X.

.
o d

FEC Form 3-X, Schedule F, £c:r co-ordinazted expenditures
on behalf of candidates for Federal office, requires the
disclostre of the following: The full nzme, mailing address and
Z2ip code of each payee; the name of thz Tederal candidate
supporteé, state, district, and office scught, 2s well as the
aggregate general election expenditure for that candidate;
purvose cf expenditure; date and amoun: oI the expenditure.

The Audit staff determineé
expenditures, totaling $90,726.24, cn
Federal cffice.
$82,119.54, were disclosed on Schedulie
expenditures instead of Schedule as
Therefcre, certain other information
Schedule F was not (i.e., the name cf
Gistrict and office sought as well zs

-

s -
-1
(SR L

'

he Cormmitiee made 18
£ of candidates for
tctealing

nateé expenditures.

d to be disciosed cn
andicdate, state,
acgregate general

M et ¢ b

electicn expenciture for that candica:z

i

'n December 21,

=
-

é

i981, =a
the Committee filed
information.

[

-

<

r
ep ol

gl

14

uéi
he

e

rRaconmendation

3y

14 01 ]
[1)]

"

b}

9

=
3]
(9}
t
Q -

o'y

{ecemmenc

3

rn

[

(a3 ay
[ 1)

()

(]
O]t
(o]
(91 [
voder

®

2
.

[
1213
4
(VR {1]

ntl
<
<10

][]
5
r
LA )
i" (44
[o N 11/]

(s
n QO

(R e A
ot}

[

(& ]
[ 1) '\’

3 -
[§))

"y o~

Qo

}-J

+3
(Yo 2N O I (1IN R
'—0
o

O
(0]
o

Wt 211 OO0

¥ O
(ol o}

[ Rl & B3 §

1]
3 3

3 s fuf

1 1y

IR A
® cr
%14 hot
1y

pat

n
]~

wm

[ 3 B
Y b
re2 kit O
.
| M ]
n
[T L I
'.l

«r O

[ET (VI (IO R SRR LIRS |

o
M &
03
(97X e}
(e TN W e
)
o]

[BIR4¢)

b I I ¢
1ttt o (D

MO RN

(a1
) et
(1 I LI B
et ol

ct
- £

T

)]

0:

W2 Q) o~ .

- s

Ot~
PR
o om

o
I t2in .

(@]

iy o
"y

m

-~ :J

OV -2 ¢t (D

= O
O~ Ot~

[T §

3

B
n -

-2

3 <1 QM

mra® Ly~ mn
3 "

fU o
3
| ¢
o3
(97X}
r 1.
o+

0

O
-3
Foe

[ r_h -y
o gl SN (]

-

o BV G JN ¢ | I A I ]

T3 U O )

pe

3 - Q) — (3
n o o~

0

ty

[¢ JE S

IS

fv

(14
b

[ R (TR, I ST (1)
O«r Q3 0 W

O oty ot ot
ke (D U U b

G =0

o]
mcr O —

I O
(ERX AT

ot r

[o JE RLLolNS
Q,

o 11

1S el

w O'U e
D - (7

o
[a N ¢
M ct
n
or 3

[ &

M

<
()
U
(o7}
(1]

[ T2

>

.

IS

.
-
-
pat
L]




'

-7-

(ii) Demonstrate through a reasonable accounting method that
whenever such organization makes a contrzou_lon, expenditure or
exempted payment, that organization has received sufficient funds
subject to the limitations and prohibitions of the Act to make
such contribution, expenditure or payment

Section 100.8(b) (18) of Title 11, Coce of Fecderal
Regulations states, in part, that the pavrment by a State or local
committee of 2 political party for the costs of voter
registration and get-out-the-vote activities conducted by such
committee on behalf of the Presidential and Vice Presidential
nominee (s) of that party is not an expenditure for the purpose of
influencing the election of such candidates provided that the
following conditions are met: ... (ii) The portion of the costs
of such activities allocable to Federzl cencidates is pzid from

contributions subject to the limitations ané proh ibitions of the
Act. ‘

The Committee maintained separa:
non-Federal activities, and reoor;e‘
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The interim audit report contzined a recommendation
that the Committee determine a portion of the GOTV expenditures
allocable to Federal candidates. It was zlso recommended that
the Committee provide documentation in suzport of the allocation.
In its response, the Committee provided irformation concerning
the number of State and Federal candidates on the ballot in
Florida. The Committee stated that $83,3:8.58 was expended from
the federal account for GOTV activities. The Committee
maintained that this amount was greater than the amount allocable
to Federal candidates, and therefore no ccrrective action was
necessary. The Committee based its deterrination of allocable

expenses on a one-to-one relatlonshlp of FTederal candidates to
tate candidates.

The Audit staff disagrees with the Committee method of
allocation among Federal and non-Federal candidates on a one-to-
one basis. In an Informational Letter, dzted October 6, 1976, to
the Illinois Republican State Central Committee, the Commission
stated that expenditures should not be zliocated between Federal
and non-Federal candidates on a one-to-one basis. However, based
upon information contained in the Committee's response, the Audit

staff applied a formula to the amount expsnéed for GOTV. This

formula gives proportionate weight to Fecerzl ané non-Federal

candidates, The application of the formula when applied to the
total expenditures for voter reglstraelon and GOTV purposes

($393,a/9) lﬂGlCc es that the portion of sxpenditures allocable -
to Federal candidates is 552,117. ' C

Reccmmendation

he amount expended by the Co.-ittee ($83,358.58)
mount alloc:ole to Tederzl candidates ($52,477),
recommenés no further action.
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Our review of bank activity incdicated that the
Committee received the prcceeds and interest from a certificate
of deposit (CD) totaling $104,426.23 cn Qctcber 28, 1980. The
Committee reported the funds on Schedule % as a receipt from the
2t the CD was purchased
State */ in July.

bank. The Executive Director explaineé ik
with funds received from the Secretary of

tee's State and locel
accounts were not avallable for review at the time of the audit,

in its response to the interim audit repc-t, the Committee stated
that the accocunts at the First National Bank were opened with
filing fee money simultaneously with the purchase of the
Certificate of Deposit. The Committee further states that only
after the purchase of the Certificate of Deposit and the
establishment of the accounts, were corpcrate and labor union
contributions depcsited into the First Naticnal Rank account.

Recommendation

With respect to funds (both Federal znd non-Federal)
ived from the Secretary of State, the Aucdit staff recommends
in the future the Commlbtee deposic such funds to ke used in
eral elections directly in ;he Federal account.

State ebresentec
£iling fees.
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