Draft Final Audit Report of the
Audit Division on the NY
Republican Federal Campaign
Committee

Why the Audit

Was Done

Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that is
required to file reports
under the Federal
Election Campaign Act
(the Act). The
Commission generally
conducts such audits
when a committee
appears not to have met
the threshold
requirements for
substantial compliance
with the Act.'! The audit
determines whether the
committee. complied with
the limitations,
prohlbltwns and
disclosure requirements
of the Act. *

Future Action
The Commission may -
initiate an enforcement
action, at a later time,
with respect to any of the
matters discussed in this
report.

' 52 U.S.C. §30111(b).

(January 1, 2011 - December 31, 2012)

About the Committee (p.2)

The NY Republican Federal Campaign Committee is a state party
committee headquartered in Albany, New .York. For more
information, see the chart on the Commltteeprgamzatlon, p. 2.

Financial Activlty (- 2)
* Receipts

o Contributions from Indmduals $ 1,606,371
o Contributions from Political
Comniittees . 257,350
o Transfets ffom Affiliated and
Other Political Committees - 2,522,875
o Transfers from Non-federal
Accounts 1,682,587
o Other Receipts 177,507
Total Receipts $ 6,246,690
* Disbursements
o Operdting Expenditures $ 2,921,022
"o Refunds of Contributions 20,200
o Federal Election Activity 2,716,291
o Other Disbursements 350,929
Total Disbursements $ 6,008,442

Findings and Recommendations (p. 3)
Misstatement of Financial Activity (Finding 1)
Recordkeeping for Employees (Finding 2)

Disclosure of Occupation/Name of Employer (Finding 3)
Reporting of Apparent Independent Expenditures (Finding 4)
Recordkeeping for Communications (Finding 5)
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Part I
Background

Authority for Audit

This report is based on an audit of the NY Republican Federal Campaign Committee? (NYR),
undertaken by the Audit Division of the Federal Election Commission (the Commission) in
accordance with the Federal Election Campaign Act of 1971, as amended (the Act). The Audit
Division conducted the audit pursuant to 52 U.S.C. §30111(b), which permlts the Commission to
conduct audits and field investigations of any political committee that is, requlred to file a report
under 52 U.S.C. §30104 Priot to conducting any audit under this. subs‘é’ctnon, the Commission miust
perform an internal review of reports filed by selected committees; to d&grrmne if the reports filed
by a particular committeé meet the threshold requiremerits for subistantiak:gompliance thh the Act.
52 U.S.C. §30111(b). . %

Scope of Audit
Following Commission-approved procedures, the Audlt staff evaluated various rlsk factors and as a
result, this audit examined: .

1. the disclosure of individual contributors’ occupation and name of employer;

2. the disclosure of disbursements, debts and obligations;

3. the disclosure of expenses allocated between federal and non-federal accounts;
4. the consistency between reported figures and bgnlg records;  -.

5. the completeness of records; ) ey G

6. the disclosure of independent expenditures; and - " +..:. ’

7.

other committee operatnonsm&essary to the revnew

Commission Guidance _

4% 3 “-'-. * o
Request for Early Commlssmn, Consldera,tlon ofa Legal Question
Pursuant to the: Conmss;gn ] "Pdi cy Statefhiént Establlshmg a Program for Requesting
Con51deratron of Legal Questions % ,the Commission,” several state party committees unaffiliated
with NY&requested carly c"6‘i’xs1deratro‘n of a legal question raised during audits covering the 2010
election cye]e Speclﬁcally, tﬁg,Commlsblon addressed whether monthly time logs under 11 CFR
§106. 7(d)(l) wen:e requlred for”employees paid with 100 percent federal funds.

The Commlssmn concluded by a vote of 5-1, that 11 CFR §106.7(d)(1) does require committees to
keep a monthly log for empleyees paid exclusively with federal funds. Exercising its prosecutorial
discretion, however, thé gémmssnon decided it will not pursue recordkeeping violations for the
failure to keep time logs or to provide affidavits to account for employee salaries paid with 100
percent federal funds and reported as such. The Audit staff informed NYR representatives of the
payroll log requirement and of the Commission’s decision not to pursue recordkeeping violations
for failure to keep payroll logs for salaries paid and correctly reported as 100 percent federal. This
audit report does not include any findings or recommendations with respect to NYR employees paid
with 100 percent federal funds and reported as such.

2 On December 23, 2013, the Commission received a Statement of Organization from the New York Republican Federal
Campaign Committee officially changing its name to NY Republican Federal Campaign Committee.



Part 11

Overview of Committee

Committee Organization

Important Dates

e Date of Registration

August 2, 1976

o Audit Coverage

January 1, 2011 - December 31, 2012

Headquarters Albany, New;York
Bank Information B G
e Bank Depositories Two i

e Bank Accounts

Eight’Féderal, Two Non-fedetal,

Treasurer

e Treasurer When Audit Was Conducted

J Iohxi'ki’;;g!man_-.(f!‘llSl 11 - .P-resen{)

e _Treasurer During Period Covered by Audit

Jane Corwin(10/5/09 — 3/17/11)

Management Information

& ;."%:

o Attended Commission Campaign Fmanc'é‘ LI }!es
Seminar *. e g
e Who Handled Accounting and Pald Staﬁf
Recordkeeping Tasks
4,& 3 ’3' :

0verv1ew of Fmancial Actxvity

)

% (Audited Amounts)
-‘G} ! a

Cash-on-hand@Januawl 2011 $ 59,732
Receipts " ey v
o Conm,hutmns from Indmdua]s T, 1,606,371
o Cdntribitions from Pol:tr&hComm:tt’ées 257,350
o Transfers from Affiliated a 50 Other Political |

Committees * - 2,522,875
o_Transfers from Ngg-federal'%ccounts 1,682,587
o Other Receipts ~7x «“ 177,507
Total Receipts W $ 6,246,690
Disbursements '
o Operating Expenditures 2,921,022
o Refunds of Contributions 20,200
o Federal Election Activity 2,716,291
o Other Disbursements 350,929
Total Disbursements $ 6,008,442
Cash-on-hand @ December 31, 2012 $ 297,980




Part III
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of NYR’s reported financial activity with bank
records revealed material misstatements in both 2011 and 2012. In response to the
Interim Audit Report recommendation, NYR stated that, it would be costly and perhaps
impossible to reconstruct the records necessary to recreate.its filings. NYR did not file
amended disclosure reports to correct the misstatements. As such, NYR’s reported
financial activity for 2011 and 2012 remains materially misstated for receipts and
disbursements. (For more detail, see p. 5.)

Finding 2. Recordkeeping for Employees
During audit fieldwork, the Audit staff determined thit NYR did not maintain any
monthly payroll logs, as required, to document the percentgge of time each employee
spent in connection with a federal election. For 2011 and 2012, the Audit staff identified
payments to NYR employees totaling $713,427 for which NYR did not maintain monthly
payroll logs. This consisted of payroll which Was allocated with federal and non-federal
funds. There was no payroll paid exclusively with non-federal funds. In response to the
Interim Audit Report recqmmendatlon, NYR concurred with the finding by
acknowledging the need to improve its system for keeping and maintaining monthly
employee payroll logs, and has, 1mplemented procedures that will maintain the necessary
documentation in the’ future (For more detail, see p. 8.)

' : ot -
Findmg 8.. Disclosure ‘of Occupation /Name of Employer
A review of contr’lbutlons from individuals requiring itemization indicated that 205
contnbutlons totalmg $563 191 lacked or had inadequate disclosure of occupation and/or
name of employer. In a%ldmon, “best efforts” to obtain, maintain and submit the
information had not been sp!’ﬁclently documented for these contributions. In response to
the Interim Audit Report récommendation, NYR included memo entries in its most
recently filed disclosure report providing the missing contributor information.

(For more detail, see p..10.)

Finding 4. Reporting of Apparent Independent Expenditures
During audit fieldwork, the Audit staff reviewed expenditures totaling $1,352,118, that
NYR disclosed on Schedule B, Line 30(b), (Federal Election Activity Paid Entirely with
Federal Funds), that appear to be apparent independent expenditures that should have
been disclosed on Schedule E, Line 24, (Independent Expenditures). NYR maintained
that these expenditures were part of its non-allocable mail program. NYR provided
documentation supporting the use of volunteers, totaling $209,615.
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Additionally, NYR did not provide sufficient documentation pertaining to dissemination
dates to verify whether 24/48-hour reports were required to be filed for the apparent
independent expenditures totaling $1,142,503.

In response to the Interim Audit Report recommendations, NYR submitted additional
documentation and reiterated that the expenditures were part of its volunteer mail
program. (For more detail, see p. 12.)

Finding 5. Recordkeeping for Communications

During audit fieldwork, the Audit staff reviewed disbursements tofvenfy the accuracy of
information and proper classification of transactions disclosed, o1 reports. The Audit
staff identified $77,354 for which sufficient records were not: proylded Without a copy
of the invoices and the associated communications, the Audlt staff*ns‘ imahble to determine
how NYR should have reported these disbursements. , NYRdid not é’ﬁaress this finding
in its response to the Interim Audit Report. (For more detail, see p. 173’ L
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Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary

During audit fieldwork, a comparison of NYR’s reported financial activity with bank
records revealed material misstatements in both 2011 and 2012. In-response to the
Interim Audit Report recommendation, NYR stated that, it would be costly and perhaps
impossible to reconstruct the records necessary to recreate its ﬁlmgs NYR did not file
amended disclosure reports to correct the misstatements. As such;NYR’s reported
financial activity for 2011 and 2012 remains materially. mxsstated for récelpts and
disbursements.

Legal Standard

A.

Contents of Reports. Each report must disclose: %

the amount of cash-on-hand at the beginning and end of the reporting penod

the total amount of receipts for the reporting perlod and for the calendar year;

the total amount of disbursements for the reportmg period. and for the calendar year;
and

certain transactions that require ltetmzatlon on:Schedule A (Itemlzed Receipts) or
Schedule B (Itemized Disbursements). 52 U.S.C. §30104(b)(1), (2), (3), (4) and (5).

. Federal vs. Non—Federal Account. The federal account may not accept funds that

are not permissible under federal election law. 11 CFR §§102.5(a)(1)(i) and 11 CFR
§§102.5()(2)(1)-(iii).

Facts and Analysis’

A.

Facts

Durmg audit fieldwork, the Audit staff reconciled NYR’s reported financial activity with
its bank records for 2011.and 2012. The reconciliation identified that NYR misstated
receipts arid dlsbursements for 2011 and 2012. The following charts outline the

discrepancies between NYR’s disclosure reports and its bank records, and the succeeding
paragraphs explain why the discrepancies occurred.
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2011 Committee Activity
Reported Bank Records Discrepancy

Beginning Cash Balance @ $57,528 $59,732 $2,204
January 1, 2011 Understated
Receipts $1,620,406 | $1,825,306 $204,900
Understated
Disbursements $1,562,000 $1,753,367 $191,367
As Understated
Ending Cash Balance @ $115,934 $131,671 $15,737
December 31, 2011 o Understated

-

The beginning cash balance was understated by $2,204. and is unexplémed but likely
resulted from prior-period discrepancies.

P

The understatement of receipts resulted from the following: Yt
e Transfers from non-federal accounts for a1lecable aotmty,
not reported - +  $14.321
Unreported deposit . + 975
Non-federal contributions depes;te,d in'the .
federal accout, not reported *. .. e + 190,000
o Unéxpldined differences g ER2 h - 396
Net Understatement of Receipts T + $204,900
The understatement of dlsbunsements resulted from the fol lowing:
e Transferof* ngn-federal contributions te. the non-federal
accourit, not repoited . + 190,000
e Net credit card charges, nof r,eported + 1,563
o Unexplained differeiices ' - 196
Net Understatement of Dlsbursements +  $191,367

The $I 3,737 understater-r;_ent of the endmg cash balance resulted from the misstatements
described; ’above

2012 Cominittée Aétivity
' Reported Bank Records Discrepancy

Beginning Cash Balance @ | $115,934 $131,671 $15,737
January 1, 2012 Understated
Receipts $4,272,137 $4.421,384 $149,247
i Understated
"Disbursements $4,103,481 $4,255,074 $151,593
Understated
Ending Cash Balance @ $284.590 $297,981 $13,391
December 31, 2012 Understated




. federal account tot'ah,hg $310,G00

The understatement of receipts resulted from the following:
e Transfers from non-federal accounts for allocable activity,

not reported + $11,750
o Non-federal contributions deposited in the

federal account, not reported + 157,447
e Unexplained differences - 19,950

Net Understatement of Receipts + $149.247

The understatement of disbursements resulted from the. follewm%/‘* e
e Transfer of non-federal contributions to the non-federal

account, not reported R w + 157,447
e Unexplained differences ;ﬁ 5.854
Net Understatement of Disbursements ... ‘,,”;* ;l- $151,593
The $13,391 understatement of the ending cash b%lance resulted from the ﬁigg'taktements
described above. B
“" ?‘f -" )

For the $347,447 (8190,000 + $157,447) not reperted'%éve, NYR stated it used a federal
account as its merchant account, depositing federal and nén:federal contributions.
Subsequently, NYR would transfer “an”y ntribution that v?ﬁs@om federally
impermissible funds? or that exceeded fecferdl ntl;lbutlon hmlts’*to the appropriate non-
federal account. NYR stated that some of the %%’ cles weré due to the manner in
which the credit cards contnbutxons were processed. -

A K ;?’
The Audit staff conﬂrmed tﬁemawas one wirésand three credlt card deposits into the
, that were idEntified by NYR as non-federal
contributions. The Audlbstatf Was. unable to 1de%t1fy the bank deposits for the remaining
$37,447, however, was bt big A '$§AZ%M7W transferred to the non-federal account
via 12 mdwrdualg@nsactlons Finally, the*Audit staff was able to verify $321,647 of
these rion-federal tfa’ilsfers we%pdrted as contributions on the state reports:

B. Interlm Audit Re;:)rt& Audlf 'Dmslon Recommendation

The Audlt:rstaff discussed; i;he misstatement of receipts and disbursements with the NYR
representatlves at the exit conferenice. NYR representatives asked questions for
clarification afid'said thej: would respond after having time fo réview each issué. The.
Audit staff prowded schedules detailing the misstatement of receipts and disbursements.
In response to the exit conference, NYR stated all federal and non-federal credit card
contributions were deposited in the federal account as a matter of administrative
convenience.

Furthermore, the NYR representatives stated that the order to ensure greater compliance
and avoid accepting impermissible funds in the federal account, they have implemented a

3 In response to the exit conference, NYR representatives stated these contributions were federally
permissible. Due to the lack of documentation, the Audit staff was unable to verify the permissibility of
the contributions.
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new system for processing credit card contributions. Through a new software vendor,
NYR staff determines whether the contributions should be deposited in the federal or
non-federal account based on the Commission and New York State Board of Elections
regulations. Once identified, contributions are deposited directly into the appropriate
NYR bank account.

The Interim Audit Report recommended that NYR amend its disclosure reports to correct
the misstatements noted above and reconcile the cash balance on its most recent report to
identify any subsequent discrepancies that could affect the recommended adjustments.

e,
.t

C. Committee Response to Interim Audit Report
In response to the Interim Audit Report recommendation, NYR stated that, it would be
costly and perhaps impossible to reconstruct the records essary’tﬁ recreate its filings.
Additionally, NYR stated that none of the non-fede%nﬁg s.were usédifor federal
activities; these funds were not reported on its discloSure reports becauseithey were not
subject to FEC regulation. NYR elaborated that t€ non-federal funds were@rt'ported on
the public record as a part of its state reports. N@;.also clted\Adwsory Qplmqgl 2001-17
(DNC Services) in support of its position. Howeveﬁm the. Ad%sory Opinion,.the
Commission primarily addressed the question of how's: ngﬁonal committee should report
contributions intended to be split mto,federal and a non—feggral component. Thus to the
extent that the contributions routed throiigh the federal accoyit were composite
contributions, containing both federal and’ non-,federal componen,t;, its treatment of these
would appear to be permissible under the: reasomxgseg forth in tli€ Advisory Opinion.
However, in this case, the funds were deposnted bécause.of the “composite” nature of
the contributions, but for.administrative comze;nence Thprefore. some of the
contributions intended to be‘whelly non-federal and. havmg no federal component could
have been routed through the féderal-account. % The Audit staff tequests that NYR clarify
with respect to the cohtnbutlon; at issue whethén»aﬁd to what extent the contributiohs
involved were “composlté" cohtiibutions con mmg both a federal and a non-federal
component, sti¢h as, a copy g ‘of the so wﬂﬁxm device for credit card contributions
mdxcatmg that a fe‘c‘lezal/non-fc’deral component was raised.

NYR d;d not file amended disclosufé reports to correct the misstatements. As such,
NYR's ‘Téported ﬁnancla.f actwnty -for 2011 and 2012 remains materially misstated for
receipts and dlsbursements

| Finding 2. qu_ordkee_ping for Employees

Summary

During audit fieldwork, the Audit staff determined that NYR did not maintain any
monthly payroll logs, as required, to document the percentage of time each employee
spent in connection with a federal election. For 2011 and 2012, the Audit staff identified

4 Absent clarification of the “composite” nature of these contributions, this could result in a violation of 11
CFR §102.5 (a)(2)(i)-(iii).




payments to NYR employees totaling $713,427° for which NYR did not maintain
monthly payroll logs. This consisted of payroll which was allocated with federal and
non-federal funds. There was no payroll paid exclusively with non-federal funds. In
response to the Interim Audit Report recommendation, NYR concurred with the finding
by acknowledging the need to improve its system for keeping and maintaining monthly
employee time logs, and has implemented procedures that will maintain the necessary
documentation in the future.

Legal Standard

Maintenance of Monthly Logs. Party committees must keep a mehthly log of the
percentage of time each employee spends in connection with 8 federal election.
Allocations of salaries, wages, and fringe benefits are to be undénﬂen as follows:

e employees who spend 25 percent or less of their coglpens time in a given
month on federal election activities must be pa).g elther from th federal account
or be allocated as administrative costs; K3

e employees who spend more than 25 perg__ent of their compensated tlme in a given
month on federal election activities must-be paid only from a federal a‘éegiunt and,

e employees who spend none of their compensi’tgd tlme i a given month on federal
election activities may be paid entirely with fuhd ”51 “that comply with state law. 11

CFR §106.7(d)(1). -
Facts and Analysis “""ﬁ"f' P h .,
I F7% s
A. Facts F o

During audit fieldwork; the Audit staff revnewed dlsbursem%e,:ts for payroll. NYR did not
maintain any monthly payroll lbgs or equlvalent records to document the percentage of
time each employee spent in cognectlon with a-federal election. These logs are required
to documeit the proper‘allocatlon of federal and; #on-federal funds used to pay employée
salaries and wages. FO%OLL aﬁdi-ZO,l‘Z YR.did not maintain monthly logs for
$713 427 ih ﬁ’aytgll Thls amox%nt includes ﬁﬁyroll paid as follows to NYR employees:

Employees repqried on Schedule H4 (Disbursements for Allocated Federal

and Nonfederal Atetmty) and paid with allocated federal and non-federal

fun'ds during the same month (totaling $713,427).

/

NYR provnded the Audit, staﬁ with affidavits from the fermer Executive Director
attesting to the faict that: he was able to determine those employees who spent less than
25% of their time inf ‘federal activity. There was no payroll paid exclusively with non-
federal funds.5 The affidavits provided by NYR do not resolve the recordkeeping finding
because they do not document the time that an employee spent in connection with a
federal election and the documents were provided after notification of the audit.

5 This total does not include payroll for employees paid with 100 percent federal funds and reported as
such. (See Part I, Background, Commission Guidance, Request for Early Commission Consideration of a
legal Question, Page 1.) Payroll amount does not include taxes and fringe benefits.

6 This is based on the Audit staff’s review of the available disbursement records and state reports.
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B. Interim Audit Report & Audit Division Recommendation

The Audit staff discussed the recordkeeping requirement with NYR representatives
during the audit fieldwork and at the exit conference. NYR representatives asked
questions for clarification and said they would respond after reviewing each issue.
Subsequently, NYR representatives stated that contemporaneous payroll logs were not
kept; however, every effort was made to ensure that employees that spent significant time
on federal elections were paid properly from the federal account. Further, NYR stated
that a policy had been adopted and implemented to maintain monthly payroll logs.’

The Interim Audit Report recommended that NYR provide monthly payroll logs that
indicated the time spent in connection with a federal election ar)d prov1de a copy of the
policy implemented in January 2014. e
C. Committee Response to Interim Audit Report E
In response to the Interim Audit Report recommendation, NYR concurred with the
finding by stating that it is unable to provide time.logs for its employees dlinqg the audit
period, most of whom no longer work for NYR.:“However, NYR stated it has :.
implemented procedures to ensure it maintains the* necessary .documentation m%he future.
In addition, NYR submitted a copy of its policy and &'$éniple monthly payroll log.

| Finding 3. Disclosure of Occupation/Niine of Employer

T L v

Summary A e
A review of contributions from |nd|v1dualamqulnng ltemlzatmn indicated that 205
contributions totﬂlng,§563 ;191 lacked or hadinadequate dlsclosure of occupation and/or
name of employer. In addlllal‘-]* “best efforts*40 obtain, maintain and submit the
information had no‘t,,p en suffi¢ ently documented for these contributions. In response to
the Interim Audit Report cor ndatlon, NYRincluded memo entries in its most
recently filed disclosure ‘ie%s:rt p vxdmg t}le missing contributor information.

L i'-' T4 59.1
Legal Standar&‘ﬁ;ar Y,
A, Itemization requu:id for Cont‘r,lbutlons from Individuals. A political committee
other‘tlran an authorized ¢ommitteg‘must itemize any contribution from an individual if it
exceeds $200 per calendzmyear either by itself or when combined with other
contnbutlons’ from the. same contributor. 52 U.S.C §30104(b)(3)(A).

%

B. Required lnfoi*qf:atwn for Contributions from Individuals. For each itemized
contribution from ansindividual, the committee must provide the following information:

o The coritributor’s full name and address (including zip code);

e The contributor’s occupation and the name of his or her employer;

o The date of receipt (the date the committee received the contribution);

e The amount of the contribution; and

7 The Audit staff did not receive a copy of the policy nor a sample timesheet as noted in the narrative
supplied by NYR.
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o The calendar year-to-date total of all contributions from the same individual.
11 CFR §§100.12 and 104.3(a)(4) and 52 U.S.C §30104(b)(3)(A).

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. 52 U.S.C. §30102(i).

D. Definition of Best Efforts. The treasurer and the commiittee will be considered to
have used “best efforts” if the committee satisfied all of the fpll_o_\_y_ing' criteria:

® All written solicitations for contributions included: ...

o A clear request for the contributor's full niame, mmhhgeaddress eccupatiofi,
and name of employer; and bt
o The statement that such repoiting is reqm;gﬂby ‘Hederal la@ .

e Within 30 days after the receipt of the cohtnbutlon, the treasurer made at least one
effort to obtain the missing information, jfi‘either a written request ora.
documented oral request. . ‘%ﬁ%& :

The treasurer reported any contributor information th%t, although not initially prov1ded by
the contributor, was obtained in a follow-up commumeatlompr was contained in the
committee’s records or in prior reports th‘g%he committee f' led durmg the same two-year

«lr

election cycle. 11 CFR §104.7(b). ~ . Tyt
EY . '?.": ¥ .
Facts and Analysis : g i g
& i'?f"i'e ;-'.':=":' ..é'
A. Facts st R “

A review of ltemlzgy cmtrlbl?ﬁ;ns indicated that 205 contributions totaling $563,191, or
40 percent of the dolfag—,yalue ogmdmdual conts}btitlons required to be itemized by
NYR, lacked or had in: iS¢losure of occupation/iame of employer.
e et

A rew,ew of the §d hed! 1e A (?t” ized Receipts) filed with the Commission determined
the‘,‘ggllowing: 120 kg s totaling $334,027 did not disclose the occupation or name of
emple; er, 77 errors totalmg $191, 764 disclosed the occupatlon or the name of employer

as “1 tiori Requestéd?, and of' the eight remaining errors totaling $37,400, seven
madequafefy jhsclosed thé%‘ccupatlon or name of employer as self-employed.

e NYR drd'”ﬁ'qt vxde documentation for 95 contributions showing it made follow-
up best efforts or contributions totaling $214,944.

e NYR had the required documentation for 110 contributions totaling $348,247,
however this information was not disclosed on its FEC reports.

B. Interim Audit Report & Audit Division Recommendation

At the exit conference, the Audit staff discussed this matter with the NYR representatives
and they asked questions for clarification. Subsequent to the exit conference, NYR
provided the Audit staff a list of individual contributors with occupation and name of
employer information omitted. NYR representatives stated that since the 2012 cycle,
NYR has made a point of sending and keeping records of follow-up correspondence.
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NYR representatives further stated that NYR’s record of demonstrating that best efforts
have been made is supported by the fact that it has not received any Commission
Requests for Additional Information letters on this issue in the 2013-2014 cycle.®
Further, it has implemented a policy that when additional information arrives, the public
record will be updated to reflect that information.

The Interim Audit Report recommended that, NYR establish “best efforts™ by amending
its reports to disclose the missing information relating to the 110 contributions for which
it had the required documentation.

C. Committee Response to Interim Audit Report

In response to the Interim Audit Report recommendation, NYR estabhshed “best efforts”
by including memo entries in its most recent disclosure reprt spedifically addressing 91
contributions totaling $276,197. Howeuver, this submlsgton did not malenally correct the
disclosure errors. ns

Finding 4. Reporting of Apparent Independent

Expenditures -

Summary

During audit fieldwork, the Audit staﬂ" x;em;ewed expendltures’ totalmg $1,352,118, that
NYR disclosed on Schedule B, Line 30(b), (Fede J tal Election Ac.;mty Paid Entirely with
Federal Funds), that appear to be apparentundep ideiit; expend:tures that should have
been disclosed on Sched%e .E, Line 24, (Indepeident Expendltures) NYR maintained
that these expenditures Weré”part of its nen-'a’[locable mail program. NYR provided
documentation sup?p,ortmg the use of: volunteers, totaling $209,615.

Additionally, NYR did not prov:de sufficient documentatlon pertaining to dissemination
dates to verify whether 24148-i16’ur reports. were required to be filed for the apparent
mdependent expengntures totahng $1,142,503.

In tesp,onse to the lntenm Audit Report recommendations, NYR submitted additional
docunfentatlon and relterh'g,ed that the éxpenditures were part of its volunteer mail
program. ’

Legal Standaxd

A. Definition of Independent Expenditures. The term “independent expenditure”
means an expendityre by a person for a communication expressly advocating the election
or defeat of a clearly identified candidate that is not made in coordination with any
candidate or authorized committee or agent of a candidate. No expenditure shall be
considered independent if the person making the expenditure allows a candidate, a
candidate’s authorized committee or their agents, or a political party committee or its
agents to become materially involved in decisions regarding the communication as
described in 11 CFR 109.21(d)(2), or shares financial responsibility for the cost of
production or dissemination with any such person. 11 CFR §100.16(a) & (c).

8 The Audit staff has verified that the Commission has not sent Requests for Additional Information letters.
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B. Expressly Advocating. Expressly advocating means any communication that — (a)
Uses phrases such as “vote for the president,” “re-elect your Congressman,” “support the
Democratic nominee,” “cast your ballot for the Republican challenger for the Republican
challenger for U.S. Senate in Georgia,” accompanied by a picture of one or more
candidate(s), or communications of campaign slogan(s) or individual word(s), which in
context can have no other reasonable meaning than to urge the election or defeat of one or
more clearly identified candidate(s). (b) When taken as a whole and with limited
reference to external events, such as the proximity to the election, could only be
interpreted by a reasonable person as containing advocacy of the electlon or defeat of one
or more clearly identified candidate(s). 11 CFR §100.22. _"‘ 3

C. Disclosure Requirements — General Guidelines. An mdependent expenditure shall
be reported on Schedule E (Itemized Independent Expenditures) if, when added to other
independent expenditures made to the same payee dunng the same calen'ﬂafn year, it
exceeds $200. Independent expenditures made (i.e., publicly dlssemmated) ‘prior to
payment should be disclosed as memo entries on:Schedule E and as a debt on Schedule
D. Independent expenditures of $200 or less need Tiot be iternized, though the committee
must report the total of those expenditures on line (b)’ on Schedule E. 11 CFR
§§104.3(b)(3)(vii), 104.4(a) and 104. ll -

D. Last-Minute Independent Expendlture Reports (24-Hour Reports). Any
independent expenditures aggregating $1,000 or'inore, with respect to any given election,
and made after the 20" day but more than 24 hours before the day of an election, must be
reported énd the report. muist be received by the Commissin within 24 hours after the
-expenditure is made. b4 24-hour r report is required each time additional mdependent
expenditures aggreggte $1 000*6" more. The date that a communication is publicly
disseminated serves“is the date: t‘;hat the eommxttee must use to determine whether the
total amount of mdepen'lf‘g’nt expendlLures has, iri ‘the aggregate, reached or exceeded the
threshold;qpbfting amount @f Sl 000. T1 EFR §§104.4(f) and 104.5(g)(2).

E. Independent Expendlture Reports (48-Hour Reports) Any independent
expeﬂdltures aggregating-$10,000 6r more for an election in any calendar year up to and
including the 20th day before an €lection, must be disclosed within 48 hours each time
the expencﬁtums aggregate’ $10,000 or more. The reports must be filed with the
Commissionwithin 48 houts after the expenditure is made. 11 CFR §§104.4(f) and
104.5(g)(1). ~ ¥

F. Formal Requirements Regarding Reports and Statements. Each political
committee shall maintain records with respect to the matters required to be reported
which shall provide in sufficient detail the necessary information and data from which the
filed reports may be verified, explained, clarified, and checked for accuracy and
completeness. CFR §104.14(b)(1).

G. Volunteer Activity. The payment by a state committee of a political party of the
costs of campaign materials (such as pins, bumper stickers, handbills, brochures, posters,
party tabloids or newsletters, and yard signs) used by such committee in connection with
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volunteer activities on behalf of any nominee(s) of such party is not a contribution,
provided that the conditions below are met.

1.

Such payment is not for costs incurred in connection with any broadcasting,
newspaper, magazine, bill board, direct mail, or similar type of general public
communication or political advertising. The term direct mail means any
mailing(s) by a commercial vendor or any mailing(s) made from commercial lists.
The portion of the cost of such materials allocable to Federal candidates must be
paid from contributions subject to the limitations and prohibitions of the Act.
Such payment is not made from contributions designated by the donor to be spent
on behalf of a particular candidate for federal office.

Such materials are distributed by volunteers and not by commerclal or for-profit
operations.

If made by a political committee, such payments shall be reﬁtmed by the political
committee as a disbursement in accordance with 11 CFR §16’4*§;,but need not be
allocated to speclﬁc candidates in commlttee ‘Téports. L

The exemption is not applicable to campaign materials purchased by;t_l}e national
party committees. 11 CFR §100.87 (a), {b)," gc) (d), (e) and (g) and 11 CF-R

§100.147 (a), (b), (c), (d), (¢) and (g).

Facts and Analysis

A. Reporting of Independent Expel;ﬂffd?é“s_ .

. Facts v
During audit ﬁelqwbrk, the Audit staEf rewewed d?bursements to ensure proper
reporting. The Audit staff noted that NYR did not disclese. -any independent
expendltu::es;on Schedule E, however, rhade apparent media-related expenditures
totaling $1, 142*503 and disclosed them.a$ Féderal Election Activity on Schedule

B. NYR mai ntamsjh_at thede cxpendltures are part of its non-allocable mail

_p,gogrant ]‘he breakdown analysis’of these expenditures is as follows:

a a. Independent— Expendltures Reported as Federal Election Activity

(Associated Mﬁller and Tavoice Provided under 11 CFR §100.22(a))

i __I:liYR ‘made 88 disbursements for apparent independent expenditures for direct
m%l totaling $866 372 for which it provided a copy: of the mailer with an
asso,cm;ted invgige. According to the Audit staff, each of these direct mailers
contairigd language expressly advocating the election or defeat of a clearly
identifiéd'dandidate as defined under.11CFR §100.22(a).

b. Independent Expenditures Reported as Federal Election Activity
(Associated Mailer and Invoice Provided under 11 CFR 100.22(b))
NYR made 31 apparent independent expenditures for direct mail totaling
$276,131 for which it provided a copy of the mailer with an associated invoice. .
These communications encouraged the reader to vote for Republicans noting
various reasons why the Democrats were bad for New York. Based on the
definition of express advocacy under 11 CFR 100.22(b), the Audit staff
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believes that these communications could only be interpreted by a reasonable
person as advocating the election or defeat of clearly identified candidate(s).

. Volunteer Material Exemption

To support the volunteer material exemption, NYR representatives provided
seven affidavits with the associated invoices and mailers from vendors and
campaign officials, totaling $906,027. The affidavits detailed that the
volunteers sorted, bundled, bagged and tagged the mail pieces by local zip
code as part of the NYR “non-allocable volunteer program” during the audit
period. NYR did not submit affidavits for the remammg $236,476 in invoices
and mailers. Based on the limited documentation provided, the Audit staff
determined these disbursements totaling $1,142 50,3 36 be apparent
independent expenditures. et

In addition to the expenditures discussed above, one invoice te‘t:ahng $209,615
included pictures of a single volunteer workmg on each mdwrduﬂmarl piece.
NYR provided signed volunteer fornis: ger cight mail pieces which fe’ﬂected the
volunteer’s name, address, the date and i itle of: fhe. mail piece. The _]Ob
performed was left blank on all of the formis; ,,MB'#sed on the dates on the forms,
it appeared most of this volunteer activity ccctiried. rmmedrately prior to the
2012 General.Election. Dug:to: the; lack of clarlty ing the degree of

volunteer involvement and the quqntun;\ -and type(s ot}e,vrﬂence needed to
qualify-a given disbursement foran expregs advoeacy, Gormmunication as

.€xempt under the volunteer materials, er‘fempfré‘na the disbursement will not

deemed-an mdependent expendlture K2

The Comfmssron has dddressed the ap_plrcabrhty of the volunteer materials
exemptiori‘in the Final Audit Reports‘afithe Arizona Republican Party, the
Democratic Exgeutwe ngnmrttee of Florjda; and the Tennessee Republican

-Paity; In these reports, the Conutission recognized a lack of clarity.regarding:

the apphcaﬁon of the ¥olunteer materials exemption. The Commission had
attempted 16 formulate a. conserisus policy regarding what constitutes

. substantial volunteqr mvplvement for the purpose of applymg the exemptron"
- ‘but this was nevér achieved. Since a lack of clarity exists concerning the
application of the volunteer materials exemption, it follows that the type and

amaint of docurhentation needed to support volunteer involvement is also
uncleati , |

In view of the uncertainty regarding the amount of volunteer involvement
needed to qualify for the volunteer materials exemption, as well as the amount
of documentation required to support such an exemption, the Audit staff
recommended that, NYR provide more detailed information and
documentation for any volunteer involvement associated with each mailer.

® Proposed Interim Enforcement Policy, Agenda Document No. 10-16.
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2. Interim Audit Report & Audit Division Recommendation
At the exit conference, the Audit staff presented a schedule detailing these
expenditures to NYR representatives. In response to the exit conference, the
NYR representatives provided invoices, mailers, photographs, signed volunteer
forms and signed affidavits specifically addressing the volunteer component in
processing the direct mailers. Further, NYR representatives stated that as a result
of the audit process, NYR was developing a policy that documents the volunteer
component of the NYR non-allocable mail program.

The Interim Audit Report recommended that NYR provide documentation and
evidence that apparent independent expenditures total,mﬁs 142,503 did not
require reporting as independent expenditures. vaﬂence shitu d have included
any documentation such as volunteer timesh fand* photographs, to support the
involvement of volunteers in the processing.or’ distribution of thefb%;mumcatlons
noted above. Absent such evidence, the In%:’lm Audit Report recormyended that
NYR amend its reports to disclose these dlgpursements as mdependenﬁ. .
expenditures on Schedule E and submit revnSeg proeedurps for reporting”
independent expenditures.

3. Committee Response to the Initerim Audit Repo:i “x i
In response to the Interim AudltBeport recommendatton zNYR submitted five
additional affidavits, including four from 1tsf l vendorS' and a second affidavit
from the Executive Director during;the ay audlf &d-and two new direct mail
pieces'?. NYR. statefd that these additional afﬁdaw ‘detail the active role
volunteers played in the  production and distributiSn of the mailers, in
coordination with NYR: and the former Executive Director. Further, the affidavit
from the former: Executwe Director attest;‘d that “[a]ll of the express advocacy
mailings reported as fed?ral elect;on activity on Line 30(b) of the Committee’s
FEC dis¢losure reﬁbxts during g the 2012 Election Cycle were part of the
Commntteé’sNolunteer ‘Mail Program,” and that he “followed the same
procedures descmbed in [hls earlier affidavit] to ensure there was substantial
volunteer partlclpguon in all of the.mailings’ production and distribution.” NYR
maintains that theseraddmonal affidavits along with the previously submitted
matefrials more thaii;sufficiently established that the expenditures were properly.
repprted.as non-allocable mailers under the volunteer materials exemption. Duge
to the lack of a, clear standard for applying the volunteer materials exemption, the
Audit staff l&unable to determine whether sworn affidavits of the-nature
submitted by NYR suffice to document the involvement of volunteers.

9 NYR associated two new direct mail pieces with two invoices previously provided. Although both of the
new direct mail pieces still contain express advocacy, the characteristics of one piece have requalified its
classification from 11 CFR §100.22(a) to 11 CFR §100.22(b), revising the totals to $854,557 and
$287,947, respectively.
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B. Failure to File 24/48-Hour Reports for Independent Expenditures

1. Facts
In addition to not reporting any independent expenditures during the audit period,
NYR also did not file 24 or 48-hour reports for any independent expenditures.
Therefore, the apparent independent expenditures identified above by the Audit
staff may also have required such filings.

2. Interim Audit Report & Audit Division Recommendatigii
At the exit conference, the Audit staff discussed with NYR representatives the
requirements for filing 24/48-hour reports. NYR represeqtatwes did not offer
any comments regarding this matter. i“ *%-, %
4 3

The Interim Audit Report recommended thatﬁ‘a‘gsent documentathg and evidence
that apparent independent expenditures totélmg $1,142,503 did not
reporting as independent expenditures (pé; Part. A above), NYR provxde
documentation to support the date of publlc d| semmatlon for each N
communication to determine whether a 24/48 ’hbur,-report was required.

3. Committee Response to the [ntenm Audit Report*'
In response to the Interim Audit Repért s recommendahon* NYR submitted
additional documentation addressed iri Part bove The Audlt staff maintains
that NYR failed to file 24/48-hour’ :eportg”’

| Finding 5. Redordkeeping for Commuinications

Summary e : ','1.

During audit ﬁeldwork the Audit staff reviewed disbursements to verify the accuracy of
information and: proper classification of transactions disclosed on reports. The Audit
staff, Jdentlf ed $77,354 for ‘which sufficient records were not provided. Without a copy
of the invoices and the:associated:communications, the Audit staff is unable to determine
how MYR should have ré’ported these disbursements. NYR did not-address this finding in

its response t‘o the Interiin Audlt Report.

Legal Standu-'d

A. Formal Requlrements Regarding Reports and Statements. Each political
committee shall maintain records with respect to the matters required to be reported
which shall provide in sufficient detail the necessary information and data from which the
filed reports may be verified, and checked for accuracy and completeness. 11 CFR
§104.14(b)(1).

B. Preserving Records and Copies of Reports. The treasurer of a political committee
must preserve all records and copies of reports for 3 years after the report is filed. 52
U.S.C. §30102(d).
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Facts and Analysis

A. Facts

During the fieldwork, the Audit staff reviewed disbursements to verify the accuracy of
the information and proper classification of transactions disclosed on reports. NYR made
seven expenditures totaling $77,354 for which documentation was insufficient to make a
determination pertaining to whether these disbursements were correctly reported on
Schedule B, Line 30(b).

The Audit staff’s analysis resulted in the following: S,

1. Disbursement- Invoice Provided -No Copy of the Comﬁ%‘ﬁieation Provided

($11,747) k7
A disbursement totaling $11,747 was paid to a vendor and was discldésed on Schedule
B, Line 30(b) with purpose FEA - Mail Productlon ith-a cand1date%hﬁcahon
number, but no mailer associated with the dlsbursement was provided. 'ﬁ:e 4\£_kudlt staff
requested copies of the associated mailers fof tlus dlsbursement To date, the maxler or
other documentation to associate the payment t6a partlcular mail productlon has not
been provided. {s&

=

2. Disbursements- No Copies of Coinmumcatlons or Invoices Provided (365,607
Disbursements totaling $65,607 were pand to three vendors and reported on Schedule
B, Line 30(b) with purposes FEA — Exempt Mml Postage — candldate name, FEA —
Postage — candidate name/district, FEA:Mail Postag = candidate identification
number, FEA - 100% leral: FEA Matlmg and FEﬁMa:l Production — candidate
name. However, documentatlon was not provxded by NYR Without sufficient
details, the Audi; staff is unable to verify NYR’s reporting of these amounts as Federal
Election Actwnty”:—The Audit’s staff requested documentatlon for each of these
disbursements. To date, thls docué'nentatlon has not been provided.

B. Interlm Audlt Report & Audlt Dmslon Recommendation

At thﬂg exit conferende; 1 the Audit. SEE presented NYR with schedules of the invoices and
assoc’lated mail pieces for which records were necessary to verify the accuracy of
report +. The Interim Audlt Report recommended that, NYR provide the invoices and
the assoclated mail p:eces,for disbursements totaling $77,354.

C. Commlttee Response to Interim Audit Report

NYR did not addreéss, this finding nor did it provide any additional documentation in its
response to the Interim Audit Report. The Audit staff considers the matter a violation of
the recordkeeping requirements at 11 CFR §104.14(b)(1).




