Part 111
Summaries

Findings and Recommendations

Finding 1. Receipt of Contributions that Exceed Limits
The interim audit report concluded FOW received 41 excessive contributions from 26
individuals totaling $63,200, most of these excessive contributions resulted from
improper redesignations to the general election. Of these excessive contributions:
$28,000 could be resolved by presumptive redesignation/reattribution letters. FOW has
now provided such letters for contributions totaling $26,000. Of the remaining excessive
contributions $25,200 has been refunded, although no documentation of the negotiation
of the refund checks has been provided; three contributions totaling $4,000 although
recorded by FOW were apparently not received: and, $8,000 appears resolvable only by
refund. (For more detail see p. 5)

Finding 2. Failure to Disclose Debts and Obligations

FOW did not report debts owed to seven vendors totaling $17,984. In response to the
interim audit report, FOW only disputed the amount of debt to be reported for one
vendor; no amended reports were filed as part of its response. (For more detail, see p. 9)

Finding 3. Disclosure of Contributions from Political

Committees

FOW did not adequately disclose 21 contributions from political committees totaling
$26,025. In response to the interim audit report, FOW acknowledged minor errors
disclosing these contributions and states that an amendment will be filed. To date, these
disclosure errors have not been corrected. (For more detail see p. 11)

Finding 4. Disclosure of Occupation/Name of Employer
Based on a sample, FOW did not adequately disclose occupation and/or name of
employer for about 30% of contributions from individuals tested. Amended reports filed
subsequent to completion of audit fieldwork materially corrected these errors. In
response to the interim audit report, FOW submitted additional comments disputing the
validity of the Audit staff’s sample and its results. (For more detail, see p. 13)

Finding 5. Misstatement of Financial Activity

A comparison of FOW reported activity to bank records revealed a misstatement of
receipts, disbursements and cash on hand in both 2003 and 2004. For 2003, FOW
overstated beginning cash on hand by $77,831; overstated receipts by $23,687;
understated disbursements by $91,018 and overstated ending cash on hand by $192,537.
In 2004, FOW understated receipts by $8,128 and disbursements by $96,874.
Additionally, ending cash on hand for 2004 was overstated by $281,283. Amended
reports filed subsequent to the completion of audit fieldwork materially corrected the



reported activity. In response to the interim audit report, FOW acknowledged that the
misstatement resulted primarily from the reporting of an investment account. (For more
detail, see p. 14)

Finding 6. Untimely Deposit of Contributions

Based on a review of all contributions from political committees and a sample review of
contributions from individuals, FOW failed to deposit contributions in a timely manner.
The Audit staff determined that contributions from political committees of $76,500 and
projected contributions from individuals of at least $330,000 were not deposited timely.
FOW acknowledged the problem but did not explain how the errors had occurred. FOW
has also stated it has since retained a professional consultant to administer its financial
and reporting activities and that procedures have been put in place to correct the error. In
response the interim audit report, FOW stated the audit results were “exaggerated,”
reiterated its retention of a consultant to correct problems with receipt processing and
presented mitigating arguments. (For more detail, see p. 18)

Finding 7. Disclosure of Allocable Activity

The Audit staff identified expenditures made by both FOW ($155,956) and the
Candidate’s concurrent mayoral campaign ($52,988) during 2004 that did not appear to
be properly allocated nor disclosed as allocable expenditures. In the interim audit report,
the Audit staff used contributions received by each entity to develop an allocation ratio of
5.99% FOW and 94.01% for the Candidate’s mayoral campaign. Based on that ratio, the
Audit staff concluded that FOW’s allocable share of these expenditures was $12,516 and
the Candidate’s mayoral campaign share was $196,428. In its response to the interim
audit report, FOW restated earlier arguments it has offered and asserted these
expenditures do not require allocation. The response did not contain work papers or
analyses to support its arguments, nor did FOW file amended reports to disclose these
transactions. In this audit report, the Commission concludes that there were expenses in
the amount of $208,944 from which both FOW and the Candidate’s mayoral campaign
appear to have derived some benefit, which may or may not have required allocation.
However, FOW did not provide documentation upon which the Audit staff could allocate .
these expenses between FOW and the Candidate’s mayoral campaign.

(For more detail, see p. 19)



Part IV
Findings and Recommendations

| Finding 1. Receipt of Contributions That Exceed Limits

Summary

The interim audit report concluded FOW received 41 excessive contributions from 26
individuals totaling $63,200, most of these excessive contributions resulted from
improper redesignations to the general election. Of these excessive contributions:
$28,000 could be resolved by presumptive redesignation/reattribution letters. FOW has
now provided such letters for contributions totaling $26,000. Of the remaining excessive
contributions $25,200 has been refunded, although no documentation of the negotiation
of the refund checks has been provided; three contributions totaling $4,000 although
recorded by FOW were apparently not received: and, $8,000 appears resolvable only by
refund.

Legal Standard

A. Authorized Committee Limits. An authorized committee may not receive more
than a total of $2,000 per election from any one person. Increased contribution limits are
provided for candidates facing self-financed candidates once the self-financed candidates
make expenditures from their personal funds that exceed a specific amount. 2 U.S.C.
§441a(a)(1)(A) and 11 CFR §§110.1(a) and (b) and 110.9(a).

B. Handling Contributions That Appear Excessive. If a committee receives a
contribution that appears to be excessive, the committee must either:
¢ Return the questionable contribution to the donor; or
¢ Deposit the contribution into its federal account and keep enough money on
account to cover all potential refunds until the legality of the contribution is
established. 11 CFR §103.3(b)(3) and (4).
The excessive portion may also be redesignated to another election or reattributed to
another contributor as explained below.

C. Redesignation of Excessive Contributions. The committee may ask the contributor
to redesignate the excess portion of the contribution for use in another election.
¢ The committee must, within 60 days of receipt of the contribution, obtain and
retain a signed redesignation letter which informs the contributor that a refund of
the excessive portion may be requested; or
e Refund the excessive amount. 11 CFR §110.1(b)(5), 110.1(I)(2) and
§103.3(b)(3).

Notwithstanding the above, when an authorized political committee receives an excessive
contribution from an individual or a non-multi-candidate committee, the committee may






Facts and Analysis
The interim audit report concluded that FOW received 41 excessive contributions from
26 individuals that exceeded their primary election limits by $63,200. Evidence that
FOW sought and received signed redesignation or reattribution letters was not provided
nor was evidence provided that the contributors were notified that their contributions
were presumptively redesignated and/or reattributed and offered a refund. Of these
excessive contributions:
e For 21 contributions totaling $30,200 received before the primary election
(with no specific designation by the contributor), FOW redesignated them to
the general election without notifying the contributor;
e For 17 contributions totaling $28,000, FOW improperly reattributed the
contribution to someone other than the actual contributor; and
e For the remaining three contributions totaling $5,000, FOW neither
redesignated nor reattributed any portion of the contribution. These three
were properly designated to the primary election; however, in doing so, the
primary election contribution limit was exceeded.

It is noted that FOW maintained a sufficient balance in its bank account to refund the
excessive contributions.

The Audit staff’s review of these excessive contributions determined that:

¢ FOW could resolve 18 of the above excessive contributions, totaling $28,000,
by sending notification to the contributor to inform them of the
redesignation/reattribution and offer a refund,

e For 11 excessive contributions ($13,500), refund checks have been issued but
they were not timely, and

e The remaining 12 excessive contributions ($21,700), absent a demonstration
that the contributions are not excessive, appear resolvable only through
refund.

With respect to the apparent excessive contributions from individuals, the Audit staff
presented these matters to FOW representatives during an exit conference, along with a
schedule of apparent excessive contributions. Subsequent to the exit conference, an
FOW representative provided a written response that no contributions were excessive;
however, the representative failed to provide any documentation to support the statement.
FOW later provided copies of redesignation letters, dated April 23, 2007, which
adequately addressed 15 excessive contributions totaling $23,000.

Interim Audit Report Recommendation

The Audit staff recommended that FOW:

¢ Send notices to those contributors that were eligible for presumptive redesignation
and/or reattribution ($5,000) to inform those contributors how the contribution was
designated and/or attributed and offer a refund of the excessive portion. Absent a
request for a refund by the contributors, these notices would obviate the need for a
refund or payment to the U.S. Treasury. For notices sent to contributors, FOW
should have provided a copy of each notice and evidence that it was sent. Such



notice must demonstrate that both the contributor and the individual to whom the
contribution was reattributed were notified; and

e Provide evidence demonstrating that the 12 contributions totaling $21,700 were not
excessive. Such evidence should have included, but not been limited to,
documentation that the contributions were reattributed or redesignated in a timely
manner or that the excessive contributions were timely refunded; or

e Absent such evidence, refund $21,700 to the contributors and provide evidence of all
such refunds (copies of the front and back of negotiated refund checks);or pay the
amount to the U.S. Treasury and

e If funds were not available to make the necessary refunds, disclose the contributions
requiring refunds on Schedule D (Debts and Obligations) until funds became
available to make such refunds.

¢ In addition, the Audit staff recommended FOW provide evidence that the 11
excessive contributions which had been untimely refunded ($13,500) were in fact
refunded (copies of the front and back of negotiated refund checks).

Committee Response and Audit Staff Analysis

FOW?’s response explains that it has reviewed the 41 potentially excessive contributions
and it believes that it has taken the necessary steps to resolve each item. The response
states that three excessive contributions, totaling $4,000, are erroneously included by the
Audit staff. These contributions are included in FOW’s contribution database but no
record of a bank deposit was found. FOW suggests that they appeared on the database as
the result of a data processing mistake, an incorrectly dated check from a prior cycle, or a
pledged record marked as cash instead of a pledge. In addition, the response noted that
detailed bank records were provided during fieldwork demonstrating that no checks from
the individuals were deposited on the recorded dates. The response further concludes that
the contributions in question could not have been received via credit card since FOW had
stopped accepting credit card contributions prior to these dates. The Audit staff accepts
that these contributions were not deposited by FOW,

The response also addresses each of the other contributions as discussed below”:

1. Excessive Contributions Resolvable by Sending Untimely Presumptive
Reattribution/Redesignation Letter

FOW’s response lists $29,000 as contributions addressed by untimely presumptive
reattributions or redesignations; $1,000 more than the interim audit report figure. The
difference is explained by FOW omitting an item from its list for which a letter was
previously provided and its inclusion of items for which refunds had already been
issued (See refunds below). Additionally, the amounts of some excessive
contributions differed from those provided by the Audit staff. As was noted in the
interim audit report, untimely presumptive reattribution or redesignation letters had
been provided in response to the exit conference. With its response FOW provided

2 The response states that two contributions are from different individuals with the same name and should
not be aggregated causing an apparent excessive contribution. Those contributions were not included
among the contributions addressed in the interim audit report.



two more untimely presumptive redesignation letters dated March 8, 2008, covering
an additional $3,000. Finally, FOW provided a presumptive reattribution letter for a
$2,000 excessive contribution made by credit card. The contribution could have been
presumptively redesignated to the general election, but because there is no indication
the credit card account is a joint account, the presumptive reattribution is not proper.
This contribution is considered unresolved.

2. Excessive Contributions Resolved by Untimely Refunds

The interim audit report noted that there were 11 excessive contributions ($13,500),
for which refund checks have been issued but not timely. FOW’s response provides
no evidence that the refunds have been negotiated. Rather, FOW’s response notes
that presumptive redesignation/reattribution letters were sent for many of these on
April 23,2007, long after the refunds were made. It appears that all of these
excessive contributions could have been permissibly resolved, albeit untimely, with
these letters, however, it is assumed that the refund checks were issued for cause and
the presumptive reattribution or redesignation letters are not considered. FOW’s
response includes evidence that three additional refunds were made on March 19,
2008, totaling $11,700. Again no evidence has been provided that the refund checks
were negotiated.

3. Excessive Contributions Resolvable Only by Refund

Finally, with respect to the remaining $8,000 in excessive contributions, FOW
provided copies of (non-presumptive) redesignation/reattribution letters it had sent.
However, for these excessive contributions, this was not an option. Such letters are
not an acceptable method of resolution at this time and, as such, they should have
been refunded.

In conclusion, after consideration of FOW’s response to the interim audit report, the
Audit staff determined that the $63,200 of excessive contributions questioned in the
interim audit report fall into the following categories:

Resolved by Untimely Presumptive Reattribution/Redesignation Letters $ 26,000

e Refunded Untimely But Without Negotiated Refund Checks 25,200
¢ Contributions Requiring Refund 8,000
e Contributions Shown Not to Be Excessive 4.000

Total $ 63,200

l Finding 2. Failure to Disclose Debts and Obligations

Summary

FOW did not report debts owed to seven vendors totaling $17,984. In response to the
interim audit report, FOW only disputed the amount of debt to be reported for one
vendor; no amended reports were filed as part of its response.
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Legal Standard

A. Continuous Reporting Required. A political committee must disclose the amount
and nature of outstanding debts and obligations until those debts are extinguished. 2
U.S.C §434(b)(8) and 11 CFR §§104.3(d) and104.11(a).

B. Itemizing Debts and Obligations.

o A debt of $500 or less must be reported once it has been outstanding 60 days from
the date incurred (the date of the transaction); the committee reports it on the next
regularly scheduled report.

o A debt exceeding $500 must be disclosed in the report that covers the date on
which the debt was incurred. 11 CFR §104.11(b).

Facts and Analysis

Reports filed by FOW during the audit period did not disclose any debts and obligations
owed. The Audit staff identified debts owed to seven vendors totaling $17,984 which
FOW failed to disclose.

One of these debts involved unpaid balances on the FOW’s Citi Advantage credit card,
which the Audit staff calculated to be $16,627. This amount is based on available
statements. The Audit staff had requested that statements be produced for the period so
that the Audit staff could accurately determine the reportable debt. The remaining debts
involved lesser amounts which had remained outstanding in excess of 60 days.

The Audit staff presented this matter at an exit conference. FOW representatives
indicated amended reports would be filed as necessary.

Interim Audit Report Recommendation and Committee Response
The Audit staff recommended that FOW demonstrate the debts were not reportable (i.e. -
provide copies of statements for Citi Advantage) or amend its reports to disclose the
debts.

In its response, FOW acknowledged that it did not on all occasions pay the full amount
due on the credit card; however, it does dispute the aggregate amount ($16,627) of debt
addressed in the interim audit report. It believed the amount to be overstated as charges
were incurred and paid for by the two other committees maintained by the Candidate.
Further, the outstanding balance at the end of 2003 was paid by Friends of Weiner 04, an
affiliated committee, and the debt should properly be attributed to that committee. The
response stated that, although FOW made regular payments on the credit card, it did on
the closing dates of two reports have an unpaid balance of approximately $4,000 or an
aggregate of about $8,000 in debt for the two reports. FOW’s response stated that
unfortunately it cannot provide a precise amount because the bank statements are
unavailable; however, it noted that the Audit staff’s schedules support these figures. The
delay in payment resulted from the need to properly assign charges to the respective
committees.
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FOW?’s response does not contest any of the other debts addressed in this finding; nor
were any amended reports filed.

With respect to the credit card debt, FOW indicated it does not have the documentation to
support any of its assertions, nor has it provided any analyses in support of its arguments.
The payment made by Friends of Weiner *04 does not mitigate FOW’s need to report this
debt; available credit card statements indicate the holder to be “Friends of
Weiner/Anthony D. Weiner.” The Audit staff’s position remains unchanged; FOW has
failed to report debts to seven vendors totaling $17,984.

Finding 3. Disclosure of Contributions from Political
| Committees

Summary

FOW did not adequately disclose 21 contributions from political committees totaling
$26,025. Inresponse to the interim audit report, FOW acknowledged minor errors
disclosing these contributions and states that an amended report will be filed. To date,
these disclosure errors have not been corrected.

Legal Standard

A. When to Itemize. Authorized candidate committees must itemize any contribution
from a political committee which makes a contribution to the reporting committee during
the reporting period, together with the date and amount of any such contribution. 2
U.S.C. §434(b)(3)(B).

B. Election Cycle. The election cycle begins on the first day following the date of the
previous general election and ends on the date of the next general election. 11 CFR
§100.3(b).

C. Definition of Itemization. Itemization of contributions received means that the
recipient committee discloses, on a separate schedule, the following information:
¢ The amount of the contribution;
o The date of receipt (the date the committee received the contribution);
¢ The full name and address of the contributor;
¢ In the case of contributions from individual contributors, the contributor’s
occupation and the name of his or her employer; and
o The election cycle-to-date total of all contributions from the same contributor. 11
CFR §§100.12 and 104.3(a)(4) and 2 U.S.C. §434(b)(3)(A) and (B).

Facts and Analysis

Of the 98 contributions from political committees disclosed by FOW, 21 items, totaling
$26,025, were inadequately disclosed. These errors related to name, address and
aggregate election cycle to date. The following table details the disclosure errors by
number and dollar value.



12

Disclosure Error Type # Errors $ Errors J
Name Only 2 $3,000
Address Only 14 $13,025
Name & Address 4 $9,000
Aggregate election cycle to date 1 $1,000
Totals 21 $26,025

Of the errors noted, 18 related to address or name and address. During fieldwork, Audit
staff questioned the addresses used for reporting some of these contributions as the report
detail did not match the source documents. A FOW representative stated that the
reporting software contained such detail and that the software was updated annually.
Review of address errors indicates either the software detail was incorrect or was not
used. Research by the Audit staff could not link the address disclosed to the political
committee. The source documentation maintained by FOW reflected the names and
addresses for the political committees based on the statements of organization filed with
the Commission. It did not appear that FOW’s software was updated annually as stated;
in some instances, the correct disclosure information had been in use for far longer than
one year.

FOW filed amended reports during the audit fieldwork period which adequately corrected
only one item. The Audit staff addressed this matter at an exit conference and provided a
schedule detailing the errors. FOW representatives indicated amended reports would be
filed as necessary.

Interim Audit Report Recommendation and Committee Response
The Audit staff recommended that FOW amend its reports to correctly disclose the
remaining transactions.

FOW?’s response asserted that each identified error was minor and that most involved a
discrepancy between the reported address and the address that the contributing committee
used on its FEC Form 1 (Statement of Organization). The response noted that
Commission regulations require use of the mailing address. The response noted that for a
number of reasons a committee’s address may be different from the address filed on FEC
Form 1; “the committee may have moved, may use the address of the person completing
the reports, may use a local address or the address of a connected organization.” To
resolve this FOW indicated it would file an amended report in the form of a
miscellaneous submission to update the names and addresses of the political committees
as shown on FEC Form 1. The response then detailed for each item what address was
used.

To date, no amended reports or miscellaneous submission have been filed.
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I Finding 4. Disclosure of Occupation/Name of Employer

Summary

Based on a sample, FOW did not adequately disclose occupation and/or name of
employer for about 30% of contributions from individuals tested. Amended reports filed
subsequent to completion of audit fieldwork materially corrected these errors. In
response to the interim audit report, FOW submitted additional comments disputing the
validity of the Audit staff’s sample and its results.

Legal Standard
A. Recordkeeping Requirements for Receipts. Political committees must keep
records of:
o All contributions received by or on behalf of the committee;
e The name and address of any person who makes a contribution in excess of $50,
together with the date and amount of the contribution; and
» The occupation and name of employer of any individual whose contributions
aggregate more than $200 during a calendar year, together with the date and
amount of any such contributions. 2 U.S.C. §432(c).

B. Preserving Documents. Committees must preserve these records for 3 years after a
report is filed. 2 U.S.C. §432(d).

C. Best Efforts Ensures Compliance. When the treasurer of a political committee
shows that the committee used best efforts (see below) to obtain, maintain, and submit
the information required by the Act, the committee’s reports and records will be
considered in compliance with the Act. 2 U.S.C. §432(h)(2)(i).

D. Definition of Best Efforts. The treasurer and the committee will be considered to
have used “best efforts” with respect to contributions if the committee satisfied all of the
following criteria:

e All written solicitations for contributions included:

o -A clear request for the contributor's full name, mailing address, occupation,
and name of employer; and
o The statement that such reporting is required by Federal law.

e Within 30 days after the receipt of the contribution, the treasurer made at least one
effort to obtain the missing information, in either a written request or a
documented oral request.

o The treasurer reported any contributor information that, although not initially
provided by the contributor, was obtained in a follow-up communication or was
contained in the committee’s records or in prior reports that the committee filed
during the same two-year election cycle. 11 CFR §104.7(b).
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the proper amount to be paid from each committee was the correct method under the
Commission’s regulations.”

The Audit staff notes that, although requested previously, including in the interim audit
report, FOW has yet to provide to the Audit staff with an analysis or other documentation
to support its determination of the actual benefit derived to each of the committees or to
support its assertion of the de minimus nature of congressional activity in mayoral
offices. Additionally, the Audit staff does not dispute the lawful nature of these
expenditures, but merely seeks the correct disclosure of such activity. In response to the
Audit staff’s questioned use of the funds received method to allocate such costs, the
interim report itself notes that this method was used in the absence of information and
documentation that could lead to a usage based allocation. This conclusion is supported
by the audit conducted by the New York City Campaign Finance Board. Additionally, it
should be noted no amended reports disclosing these disbursements have been filed by
FOW.

In this audit report, the Commission concludes that there were expenses in the amount of
$208,944 from which both FOW and the Candidate’s mayoral campaign appear to have
derived some benefit, which may or may not have required allocation. However, FOW
did not provide documentation upon which the Audit staff could allocate these expenses
between FOW and the Candidate’s mayoral campaign. If any amount was not properly
allocated, the failure to allocate would have resulted in a failure to amend reports
properly disclosing such allocable expenses.



