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FEDERAL ELECTION COMMISSION

1325 K STREET NW.
WASHINGTON. D (. 20463

February 1, 1980

"EMORANDUM .
o~

70 RED EILAND
[« o] PRESS OFFICE

7/

S TIHROUGIH!: BOB COSTA ( Zj‘l’/\,—
- \

FROM: JUDY HAWKIMNS
<

SUBJLCT: PUBLIC ISSUALCE OF AUDIT "EPORT-
-— ’ KAMNSAS RLPUSLICAI! STATE COMMITTLEZD

: D KANSAS REPUBLICAN FZDERMAL CRMPAIGE
< COMMITTEE
Attached please find a copy of the final audit renort

P of the Xansas Pepublican $tate Committee and Kansas

Republican Federal Campaign Committee which was approved
— by the Commission on January 17, 1789.

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

Attachment as stated

) cc: FEC Library
- nAD
Public Record

N
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FEDERAL ELECTION COMMISSION

WASHINGTON, D¢ 20403

REPORT OF THE AUDIT DIVISION
ON THE
KANSAS REPUBLICAN STATE COMMITTEE
AND THE
KANSAS REPUBLICAN FEDERAL CAMPAIGN COMMITTEE

I. Background
A. Overview

This report is based on an audit of the Kansas
Republican State Committee and the Kansas Republican Federal
Campalygn Committee ("the Committees”) undertaiken by che Audit
Division of the Federal Election Commission in accordance with
the Commission's audit policy to determine whether there has
been compliance with the provisions of the Federal Election

> Campaign Act of 1971, as amended ("the Act"). The audit was

conducted pursuant to Section 438(a) (8) of Title 2, of the
United States Code, which di:ects the Commission to make from

. time"to time audits and field investigations with respect to

reports and statements filed under the provisions of the Act.

The Kansas Republican State Committee registerad with
the Office of the Clerk of the United States House of Fapresen-
tatives on April 17, 1972, as a Federal campaign committee for
the Kansas Republican Party. The Kansas Republican Federal ‘
Campaign Committee registered with the Federal Election Commission
on October 25, 1977, as a Federal campaign committee for the
Kansas Republican Party, specifically for fundraising. The
Committees maintain their headquarters in Topeka, Kansas.

The audit covered the period January 1, 1976, through
March 31, 1978, the final coverage date of the current report
filed by the Committees at the time of the audit. During the
period the Kansas Republican State Committee reported a beginning
cash balance of $28,504.02, total receipts of $69,911.87, total
cxpenditures of $97,217.14, and a closing cash balance of
$1,198.75, The Kansas Republican Federal Campaign Committee
reported a beginning cash balance of $-0-, total receipts of
$501.00, total expenditures of $3.00, and a closing cash balance
of $198.00. 1/

1/ On 6/30/78 the Kansas Republican Federal Campaign
Committee terminated and transferred the residual
funds, $498.00, to the Kansas Republican State
Committee.
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This audit report is based on documents and working
papers which support each of the factual statements. They form
part of the record upon which the Commission based its decisions

on the matters in the report and were availahle to Commissioners
and appropriate staff for review.

B. Key Personnel

The principal officers of the Committees were Jack
Ranson, Chairman and Damon Weber, Treasurer during the period
coverad by the audit.

o. Scope

The audit included such tests as verification of total
reportoed receipts and expenditures and individual transactions;
roview of required supporting documentation; .analysis of

Commi t:tce debts and obligations; and, such other audit procedures
as dcemed necessary under the circumstances.

TI. Tanod Roepunlican Faderal Caimpalgn Committee

Finding and Recommendation

Based upon cxamination of the reports and statements filed
and the records presented, the Kansas Republican Federal Campaiqn
Committee was not a political committee for the period audited as
defined by Scction 431(d) of Title 2 of the United States Code
and therefore not subject to the reporting requirements of the Acc.

ITT. Kansas Republican State Committee

Findings and Recommendations

M. Reporting of Receipts and Fxpenditures

Section 434(b) (2) and (8) of Title 2, United States Code
states, in part, that cach report shall disclose the full name
and mailing address (occupation and principal nlace of business)
of ach person who has made one or more contributions to such
RN ter within a calendar vear in an agaregate amount or valuo
in coxcess of ¢100 together with the amount and date of such

contributions and the total sum of all receipts for such
commi ttec.
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Sections 434(b) (9) and (11) of Title 2, United States Code
states, in part, that each report shall disclose the
identification of cach person to whom expenditures have been
made by such committce or on behalf of such committec within
a calendar year in an aggregate amount or value in oxcess of
$100, the amount, date, and purpose of each such expenditure
and the total sum of expenditures made by such committee.

The Committee's reports indicated that the Committee reccived
contributions totaling $25,000 on September 10, 1976, and $20,000
on October 12, 1976, respectively. According to Lhe Committec
officials these contributions were originally ducs to the Kansas
Leadership Club (KLC), which is a club of the Kansas Republican
Party to which members pay annual dues of $2,500. All dues received
arc deposited into a separate savings account which, Committee
officials stated, containced funds only permissible under the Act.
The KLC account had activity totaling $211,545.50 in receipts and
$137,350.00 in expenditures for the period March 25, 1976*, through
March 31, 1978, however, the Committee only reported the
aforementioned $45,000 as individual contributions in its
reports filed with the Commission. According to a Committee
official, prior approval was granted by KLC members before
their dues were transferred from the KLC savings account to
the Committece's checking account.

The Committee provided for our review the KLC savings account
records for the period March 25, 1976 through March 31, 1978.
In addition, we reviewed copics of the KLC members checks, whose
1976 duces were transferred to the Committee's checking account

and it was determined that these funds were pernissible under the
Act,

buring our conversations with Committen officials subsequent
to the audit, the officials stated that the Committee had used

the same procedures (converting KLC dues to Federal contributions)
for the post audit period.

Based on the Audit staff's recommendation, the Committee
filed amended reports for the years 1976, 1977 and 1978 on
May 29, 1979, disclosing the activity of the KLC savinygs account.

The KLC savings account was closed in August, 1979.

Recommendation

The Audit staff recommends no further action on this matter.

* Opening date of the account.
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B. Allocation of Administrative Expenscs

Section 434(b) (2) of Title 2, United States Code states,
in part, that each report shall disclose the full name and
mailing address of each person who has made one or more
contributions to or for such committee within the calendar
year in an aggregatc amount or value in excess of $100,
together with the amount and date of such contributions.

Scction 104.3(a) of Title 11, Code of Federal Requlations
states, in part, that each in-kind contribution shall be valued
at the usual and normal charge on the date received and reported
if in cucess of $100 on the appropriate schedule of receipts and
expenditures, identified as to its naturc and listed as an
"in-kind contribution".

Section 106.1(e) of Title 11, Code of Federal Regulations
states, in part, that party committees which have established
Federal campaign committees pursuant to Section 102.6 shall
their Federal and non-Federal accounts in proportion to the
amount of funds expended on Federal and non-Federal elections,
or on another recasonable basis.

During our review of the Committees' reports and rcecords,
we determined that the administrative expenses were not allocated
between the Federal and non-Federal committees. The State party
committee (non-Fed:ral) paid all of the administrative expenses,
except: for the salaries of four (4) individuals and the related
payroll taxes of two (2} of these individuals, which were paid
by the Kansas Republican State Committee (Federal).

The state of Kansas allows corporations to make contributions
or expenditures in connection with state and local elections.

Based on the Audit Division's recommendation, the Committees
developed a basis of allocating the administrative costs between
the Federal committee and the non-Federal committee and submitted
that basis to the Audit staff on May 29, 1979. In addition, the
Committee filed amended reports disclosing the allocable costs.
Based on the review of the information submitted, it is the
opinion of the Audit staff that the Committee's basis for alloca-
ting their administrative expenses is not adequate.
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The Committee's formula was based on determining the
difference in administrative oxpenses between a base year (in
this case 1977), and the calendar year being calculated. This
differcnce was then multiplied by the ratio of contributions to
Federal and Stalte candidates to determine the amount of
administrative expenses allocable to the Federal account. This
method did not take into account the fixed administrative expcnses
that do not vary from an election to a non-election year, nor
did it include possible expenditures made on behalf of Federal
candidates and get-out-the-vote and voter registration expenscs.

Recommendation

Although this method has not been deemed acceptable a
review of activity in the savings account adopted by the Federal
committec (sece Finding A) discloses $30,000 in.- 1976 and $49,475
in 1977, respectively, in transfers from the savings account to
the non-Federal account.
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trative expenses actually paid by the Federal account exceed the
amount calculated using the method proposed in Section 106.1 (e)
of the Commission's Regulations, based on total expenditures.
Therefore, the Audit staff recommends no additional action on
this matter for the period covered by the audit. However, we do
recommend that the Committee formulate an allocation method for
the future which encompasses its total allocable costs, including
basic, non-eclection year recordkeeping and Cormittee maintenance.

C. Loan Repayment made from a Non-Federal
to a Federal Account

Section 441b(a) of Title 2, United States Cede states,
in part, that it is unlawful for any corporation whatever, to
mike a contribution or expenditure in connection with any
Pederal election, or for any political committee, or other
person to knowingly accept or receive any contribution
mohibited by this section.

Section 102.6(b) of Title 11, Code of Federal Regulations
states, in part, that cach State committee which makes
contributions or expenditures for, or on behalf of, any

candidates in Federal clections may not receive transfers from
an account or committee, except from an account or committee
which is established either, (1) as a separate Federal campaign
committee which is registered as a political committee and
maintains a segregated Federal account, or (2) as a single
comnittee with a single account which makes ceontributions to
Federal and non-Federal candidates, but only if all contributions
received are permissible under the Act.
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I'. - Other Matters =

Presented below is another matter noted during the audit

for which the Audit staff feels no action is warranted. The

Committee has been advised of the matter and 1nformed of the .

related rcqulrcmcnts of thc Act.

‘The Kansas Republlcan Statc Commlttco madc
on March 9, 1976, dircctly into the Committce's

.at the First Nat10na1 Bank of Topeka. Upon our
) ,Commlttou provided for our review copics of the
.ecomprising the deposit. The Commlttee was made
»Section 103.3(a) of the Commission's Regulations requires all
- contributions received by a political committee
~in a checklnq account 1n the appropr1ate campalgn dchSLtory

‘a $6,500 deposit
savings account
request the - ..
contribution
aware that

shall be dep051£ed
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