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FEDERAL 111 CTION COMMISSION

WASHING RO Do 2046

May 15, 1980

MEMORANDUM
TO: FRED ETLAND
PRESS OFFICE
THROUGH : BOB COSTA Y
1"'ROM: JUDY HAWKINS AC- :
$SUBJECT : PUBLIC ISSUANCE OF FINAL AUDIT REPORT -

NATIONAL DEMOCRATIC PARTY AFFAIRS COMMITTEE
OF THE ARKANSAS DEMOCRATIC STATE COMMITTEE

Attached please find a copy of the final audit report of
the National Democratic Party Affairs Committee of the

Arkansas Democratic State Committee which was approved by
the Commission on May 8, 1980.

Informational copies of this report have been received
by all parties involved and this report may be relcased to
the public as of today, May 15, 1980.

Attached as stated

vc: FEC Library
RAD .
Public Recordyv




S 1. Backgrownd . - .

“gASenate on January 31, 1975 as the Federal Affairs Committee -
- of the Democratic Party of Arkansas. On March 8, 1976, the -
. ...Committee changed its name to the National Democratic Party

" ~Affairs Committee of the Arkansas Democratic State Committee.

~ .».The Committee malntalns 1tq headouarterq in Little Pock
‘ Arkansas.tiﬂ, : ‘

‘ throuqh March 31, 1978, the final coverage date of the most

Vo recent renmort filed by the Committee at the time of the audit.
. The Committee reported a beginning cash balance on Januarv 1,
1976 of $3,050. 19, total receipts for the period of $22,810.17,
‘total exnendltures for the period of $25, 663.90 and a c1051nq

.. 1/. . The Committee was exempt ‘from remorting receints and .-

FEDERAL ELECTION COMMISSION

WASHIN(.TO\J [B X 20463 - -

REPORT OF THE AUDIT DIVISION : ..-=~

ON THE ' o
NATIONAL DEMOCRATIC PARTY AFFAIRS COMMITTEE
OF THE ARKANSAS DEMOCRATIC STATE COMMITTEE

A. Overview

This report is based on an audit of the National
Democratlc Party Affairs Committee of the Arkansas Democratic
State Committee ("the Committee"), undertaken by the Audit
Division of the Federal Election Commission in accordance with
the Commission's audit policy to determine whether there has
been commliance with the provisions of the Federal Election
Campaign Act of 1971, as amended ("the Act"). The audit was
conducted pursuant to Section 438(a) (3) of Title 2 of the United
States Code which directs the Commission to make from time to
time audits and field 1nvest1qatlons with respect to reports and

tatements filed under the Drov151ons of the Act.

The Commlttee req1stered with the Unlted States

rr‘he audlt covered the oerlod from January 1 1976

cash . balance on December 31,(1977 of $196 46. 1/

exnenditures for the first cquarter of 1078 A-FRC
form 3a was. flled in lieu thereof. 4 S T
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This audit revort 1s based on documents and worklnq

paners which support each of the factual statements. ™hey form

part ot the record unon which the Commission based its decisions

on the matters in the remort and were avallable to Commissioners
and avronriate staff for review.

B. Kev Personnel

The princinal officers of the Committee durina the
period audited were Mr. Kaneaster Hodaes, Chairman and Mr.
Greq B. Brown, ‘'i'reasurer. ‘

C. Scope

The audit included such tests as verification of
total renorted receints and exnenditures and individual trans-
actions; review of reauired sunnortina documentation and analvsis

of Committee debts and obligations; and such other audit nrocedures
as deemed necessary under the circumstances.

ITI. Audit Flndlnnq and Recommendations

A. Allocation of Administrative Fxhenses

Section 434 (b) (2) of ™itle 2 of the I'nited States
Code states, in nart, that each remort shall disclose the full
name and mailing address of each nerson who has made one or
more contributions to or for such committee within the calendar
vear in an agaregate amount or value in excess of $100, together
with the amount and date of such contributions.

Section 104.3(a) of Title 11 Code of Federal Reaulations
states, in mnart, that each in-kind contribution shall be valued
at the usual and normal charge on the date received and renorted
if in excess of $100 on the anmnronriate schedule of receints
and exnenditures, identified as to its nature and listed as an
"in-kind contribution"

Section 106.1(e) of Mmitle 11 Code of Federal
Requlations states that marty committees and other nolitical
committees which have established Federal camnaion committees
pursuant to Section 102.6 shall allocate administrative exnenses
on a reasonable basis between their Federal and non-*ederal
accounts in nronortion to the amount of funds exnended on Federal
and non-Federal elections, or on another reasonabhle basis.
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' It was determined that the Arkansas Democratic State
Commi tL.tee ("the State Committee") paid all of the administrative
expenses incurred by the Committee. On February 5, 1980, the
Committee notified the Audit staff by letter that the State
Committee had accepted corporate and labor contributions which
are legal for state elections in Arkansas. Based on the
Audi? staff's recommendation, the Committee submitted documentation
detailing its method of allocating its share of the administrative
cxpenses as a proportinate share of the actual expenses for the
period of time the Committee was active. For the period covered
by the audit the Committee's administrative expenses were
determined by the ratio of the total amount of Federal receipts
to tbe total of all recceipts for both the Federal and state
committces. The Audit staff has reviewed the documentation sub-
mitted, and it appears to be reasonable for the period the
Committee was in existance. 1In addition, the Committee filed
amended reports for the period of the audit disclosing a debt
owed to the State Committece for its share of the allocable
administrative expenses. i

Recommendation

Based on the Committee's actions, the Audit staff
recommends no further action on this matter.

However, the¢ Audit staff does recommend that the administra-
tive expenses continue to be allocated on a reasonable basis
and that the Committee reimburse the account paying its share
of administrative expenses on a timely basis.

B. Recordkeepina of Contributions

Section 432(c) (2) of Title 2 of the United States Code
requires the treasurer of a political committece to keep a detailed
and exact account of the identification of every person making a
contribution in excess of $50, together with the date and amount
thereof and, if a person's contributions aggregate more than £100,
the account shall include the occunation and princinal place of
business (if any).

puring the course of the audit, it was determined that
bank deposit slips with contributors' names contained thereon
were the only contribution documentation retained by the Committece.
A review of the deposit slips disclosed that the Committee did not
maintain adequate records containing the contributor's address for
17 contributions, each in excess of S50, totaling $1,486.50. 1In
addition, the records did not include the contributor's address,
occupation, and principal place of business for 13 contributions
which aggregated in excess of $100, and totaled $1,930.00. The
inadequately recorded contributions represented all of those
requiring such record retention.
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- The Committee officials were informed of the record-
keening requirements set forth in the statute, and were nrovided
information necessarv to establish.a recordkeening svstem that
would assist the Committee in the future in comnlvinag with the
annronriate orovisions of the Act. The officials stated that
thev would attemnt to obtaln the reaulred m1551nq 1nformat10n.A

On Sentenbcr 15 1979 the Commlttee nrov1ded the .
Audit staff with the requlred contrlbutor information.- -

Recormmendation

' The Audit staff recommends no further action on this -
matter.

C. “reservafloﬂ oF Recelnts

S qectlon 432(d) of mltle 2 of the Unlted Qtates Code"
states, in nart, that it shall be the duty of the treasurer to
obtain and keen a receinted bill,‘statinq the narticulars, for

‘every exnenditure made bv or on behalf of a rolitical committee

in excess of $100 in amount, and for anv such exnenditure in a

lesser amount, if the aagregate amount of. such exnendltures to

the same ‘nerson durlnc a calendar vear exceeds §100 T

In addltlon, qectlon 102 9(c)(4) oF rr‘1tle 11 Code o¢
Federal Regulations states, in nart, that when a receinted bill
is not available, the treasurer mav keen the cancelled check
show1nq payment of the bill; and the bill, invoice,  or other
contemnoraneous memorandur. ’ ’

Our review of the Committee's exnenditure records
disclosed 37 exmenditures, each in excess of or aaagregatina 'in
excess of $100 and totaling $8,719.69, not supnorted bv recelnted
bills or other contemnoraneous memoranda. The unsupnported "
exnenditures renresent anproximatelv 65% of the total number and
56% of the total dollar amount of exmenditures reauirina such
supnort. Cancelled checks were available to sunnort all of the
exncenditures.

The Commlttee officials were of the oninion that the
documentation was contained within the records, but they were
unable to nresent it. Thev stated that attemnts would be made
to ohtain the information.
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On September 10, 1979, the Committee nrovided the
Audit staff with the reaquired sunmporting documentation or
evidence of their best efforts to obtain the documentation for

anproximately 95% of the number of expenditures totaling
$8,096.54.

Recommendation

Based on the Committee's actions, the Audit staff recommends
no additional action be taken on this matter.

D. ITtemization of Contributions

Section 434 (b) (2) of Title 2 of the United States Code
requires a committece to disclose the full name and mailing
address (occunation and the nrincival place of business, if any)
of each wmerson who has made one or more contributions to such

committee within the calendar vear in an acqaregate amount or
value in excess of $5100.

It was determined that the Committee did not itemize
13 contributions which were in excess of or aacareqated in excess
of $100 totaling $1,930.00. ™hese contributions renresent all
of the individual contributions recuirina itemization.

Based on the Audit staff's recommendation, the
Comnmittee filed an amended renort on August 30, 1979 jitemizina
the contributions.

Recommendation

The Audit staff recommends no further action on this
matter.

E. Disclosure of Exnenditures

Section 434 (b) (9) of Title 2 of the United States Code
states, in wart, that each remort shall contain the identifica-
tion of each nerson to whom exnenditures have been made by such
committee within the calendar vear in an agoreacate amount or
value in excess of $100, the amount, date, and purnose of each
such exnenditure.




The Committee did not itemize 29 expenditures, each ‘
aggreqgating in excess of $100, totaling $1,416.41. This represents
- approximately 59% of the total number and 17% of the total dollar

amount of the operating exmenditures required to be itemized by
the Committee.

Based on the Audit staff's recommendation, the

Committee filed an amended revort on Auaust 30, 1979, itemiz-
~ing the expenditures.

- Recommendation

The Audit staff recommends no further actionﬁin this
matter.

r. NDisclosure of Transfers

Section 434 (b) (4) of Title 2 of the United States
Code states, in part, that each report shall contain the name
and address of each political committee from which the revortina
committee received any transfer of funds, together with the
amounts and dates of all transfers.

During the audit, it was determined that the Committee
did not itemize 30 transfers totaling $3,682.00 received from
other nolitical committees. These transfers represent apnroxi-

~mately 75% of the total number and 35% of the total dollar amount
of all transfers received.

Based on the Audit staff's recommendation, the Committee
filed an amended renort on August 30, 1979, itemizing the
transfers. .
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Recommendation

The Audit staff recommends no further action in this
matter.




FEDERAL ELECTION COMMISSION

WASHINGTON, DO 204618
April 21, 1980
MEMORANDUM

TO: . Robert J. Costa

THROUGH: Orlando B. Potter
Staff Dirrnctor

I"'ROM: Charles N. Steel
- General Counsel

SUBJECT: Comments on the Final Audit Report - National
’ Democratic Party Affairs Committee of the
Arkansas Democratic State Committee - A-732

The Office of General Counsel has reviewed the Final
Audit Report of the National Democratic Party Affairs

Committec ("Committec™), and offers the following comments.

This office concurs in all of audit's recommendations,
A-F. Pursuant to discussions between Audit and General B
Counsel staff, however, we recommend that Finding A specifi-
cally state that the Committee used the "Receipts Method" of
allocating its sharc of administrative expenses.
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