FEDERAL ELECTION COMMISSION

1325 K STREET N
WASHING TON DY C L 20403

May 31, 1979

MEMORANDUM

TO: FRED LILAND
PRESS OFFICE

THROUGH : BOB COSTA @C/
N

FROM: JUDY HAWKINS ‘Jfw-

SUBJECT : PUBLIC ISSUANCE OF AUDIT REPORT -
VERMONT STATE DEMOCRATIC FLDERAL
CAMPAIGN COMMITTLE

Attached please find a copy of the final audit report
for the Vermont State Democratic Federal Campaign Committee
which was approved by the Commission on May 23, 1979.
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As of this date, May 31, 1979, all informational copics
of the report have been received by all parties involved and
the report may be released to the public.
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FEDERAL ELECTION COMMISSION

135 K SEREET SN W
MASHING TON DO ke

REPORT OF THE AUDIT DIVISION
ON THE
VERMONT STATE DEMOCRATIC FEDDRRAL CAMPAIGN COMMTTTER

I. Background

A Overview

This report is based on an audit of the Vermont
State Democratic Federal Campaign Committee ("the Committee"),
undertaken bv the Audit Division of the Federal Flection Commission
in accordance with the Commission's audit policy to determine
whether there has been compliance with the provisions of the
Federal Rlection Campaian Act of 1971, as amended ("the Act").
The audit was conducted vursuant to Section 438(a) (8) of Title
of the United States Code which directs the Commission to make
from time to time audits and field investigations with respect to
revorts and statements filed with it.

The Commiltee registered with the Federal Election
Cormission on Octobor 20, 1976. The Committee maintains its
headaquarters in Burlington, Vermont.

The audit covered the period from October 1, 1976, the
initial coverage date of the first report filed, through March 31,
1978, the final coveraae date of the latest report filed bv the
Committee at the time of the audit. The Committce reported a
beginning cash balance at October 1, 1976 of $ -0-, total recei:
for the pneriod of $£26,667.21, total cxpenditures for the vericd
of $26,621.05, ar1 a c¢losina cash balance at March 31, 1978 of
$46.16.
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his audit report is based on documents and working
vapers which support cach of the factual statements. They forn
part of the record upon which the Commission based its decisions
on the matters in the report and were available to Commissioners

and anpronriate staif for revicow.
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B. Koy Personncl

The principal officers of the Committee were Ms. Carolvn
Adloy, Chairperson, and Mr. Wayne W. Jameson, Treasurer.

C. Scope

The audit included such tests as verification of total
reported receipts and expenditures and individual transactions;
review of required supporting documentation, analvsis of Committoo
debts and obligations; and such other audit procedurcs as deemed
necessary under the circumstances. :

IT. Auditor's Statement and Description of Findinas

Tt is the opinion of the Audit staff, based upon examina-
tion of the reports and statements filed and the records pre-
sonted, that, except for the deficioencies noted below, the
ronoris and statements of the Vermont State nemeocratic Federal
Campaian Committee fairly present the financial activities of
the Ccemmittee for the periond covered by the audit. rurther,
oxcent as noted below, no material problems in complying with the

Foderal Election Campaign Act were discovered durinag the course
of the audit.

tarmarked Contributions

scction 441a(a) (8) of Title 2 of the United States
1e states, in part, that all contributions made bv a person,
thor directly or indirectly, on behalf of a particular candidate,
seluding contributions which are in any wav carmarked or other-
s dirccted through an intermediary or conduit to such candidatao,
b treated as contributions from such nerson to such candidate,
stormediary or conduit shall report the oriaminal source and
1tonded recipient of such contribution to the Commission and
o intended recinient.

ok
i

§ 5

N

H
7 1
el
1

r

ae

¥
.
»

3 bl

i
Do i
. i

i
t
t

[QIE

In 1976, the Vermont State Damacratic Federal Campaicn
("VSPHFCC") contracted for cicht (¢) separate $1,000
s to cnable it to make transfers to candidates for
office. Tach loan was cndorsad by a different individual.
nroceeds of each loan were denosited into VEDRFCC's account
“on transferred to the candidates by check. VSDFCC made no
: to these candidates.




Tn its disclosure raomorts, VSDFCC reflected cach of
these loans on a schedule of debts and obligations as a debt
owed to the bank. VSDFCC disclosed cach of the endorsers as a - -
contributor along with the amounts of these loans on a s« ‘hedule
of proceceds from loans. The candidates who ultimately recoeived
SR the proceceds of the loans woere reported on a schedule of transfors
P out. In their disclosure reports, the candidates reflected thoe
receints as transfers recceived from VSDFCC. ‘ o

The Treasurer of VSDICC was informed that the actual
sources of these loans as well as the CI'ldOl.SCTn, should have
been disclosed on the schedule of proceeds from Ioans, and he
amended the disclosure reports accordingly, : -

.’

\ The Treasurer of VSDFCC informed us that the endorsement
of each $1,000 loan was arranced by the candidate who was to ‘
ultimatelr receive. the ﬁrn('r:et..f-‘ of the 1lonan. )
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. 0On Anril 6, 1“7‘), the Audit sta®™ neotified the Vormon*wg“
State 'choc'r"zt_'c‘ “or‘cra] Campaian Cor u‘nttcm that it should amend -~

fFrom both tho loan endorsers and VSDFCC and notify the recipient
candidateos of thoe carmarkine.
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Since the Audit staff received an arendment on Mav 2, 1979,
k.nsclo(;lnc, the transactions as earmarked contributions and receoivad
a copv of the letteors notifwine the recinient candidates of the
carmarking, it is the recommondation of the Audit statff that no
Surthor action boe taken on this matter, L

Socoptance of Abparent Prohibited Funds
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W R 1311b (a) of Title 2 of the United States Codo
ctates, in art, H"\t it is unlawiul for anv corporation or labor -
orcanisation to make a contribution in conncction with any clection
to anv volitical affice, and it is unlawiul for any political
committeoe to hnowingly accewnt any contribution o ()hlbltoc‘ by this
soction.,

Durine the review of contributions, it was determined
Phat UESPCC rocoived two (2) contributions totalina $100.00
Seomo two (2) asparent laber orcanizations,  The Treasurer of

its reports. to disclose these transactions as carmariad contrlbvtw*r’sj



Shirce informed us that he was encountering difficulties in obtain-
int replies to his requests for information from the labor
orqanizations and requested to resolve the matter by refunding the
contributions. Copics of the refund checks (front and back) were
received by the Audit staff for review on November 27, 1978.

Recommendation

It is the recommendation of the Audit staff that no further
action be taken on this matter, since the contributions have been
refunded and evidence of the refunds provided accordingly.

. Ttemization of Transfers from Political Oraanizations/
Committees

Section 434(b) (4) of Title 2 of the United States Code
states, in part, that a political committee shall disclose the
name and address of cach political committee or candidate from
which the reporting committee received anvy transfer of funds,
tonether with the amounts and dates of all transfers.

During the reoeviow of contributions, it was determincd
that veEDPCC did not itemize six (6) transfers (66.67° of the total
nunbor of transfers required to be itemized) from sis (6)
political organizations totaling S400.00 (19.51° of the total
dollar amount of transfers roquivred to be itemized). The Treasurer
— of VSDIFCC was informed that all transfers regardless of amount
should be itemized. Pursuant to our request, the Committee filed

-

an anended report on July 20, 1978 itemizinag the reaquired transfor:s:,
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Rocommondation

Since the Committee amended its reports to itemice the
transieors, it is the recommendation of the Audit staff that ro
furtlior action be taken on this mattoer.

N. Disclosure of Fundraisina Procceds

Sections 434 (b) (6) (A) and (B) of Title 2 of the
Utnited States Code require that a political committee disclosce
# revorts the total amount of nroceeds from the sale of
tichets to cach dinner, luncheon, rally, and other fundraising
ocvont and mass collections made at such ovents.




PDuring the course of the audit, it was determined
that VSDFCC held a fundraisina dinner at which $18,107.50 in
total proceceds were collected. Of this amount, $2,750 was not
disclosed on a schedule of receipts from sales and colle ctions
(Schecdule D). Contributions in excess of or aqggrogating in excess
nf $100.00 weore itemizoed on the ampropriate schedules of receipts.
Pursuant to our request, the Committee filed an amended roport
on Julv 20, 1978 disclosinag the total proceeds of the fundraiser
on a schedule of receipts from sales and collections.

Recommendation
Tt is the recommendation of the Audit staff that no further

action be taken on this matter, since the Commission received
an amended report disclosina the total proceeds of the event.

Amendments to the Statement of Oraanization

Section 433(H) (3 and (6) of Title 2 of the United
rode states, in part that the rtaLcwrnt of orcanization
c’uup the name, address, and position of other principal

and the name, address, oFflvu soucht, and partvy
ion of each candidate whom the committeoe is supporting
istina of deposito rivs.
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Saction 433 (2) of Title 2 of thoe I'mited States Code
states that anvy chance in invormatien previously submitted in
a statement of oraanization shall be revortod to the Commission
within a 10-day period followinu the chance.

A rovieow of the Vearment State Democratic Yederal

! m Committec reports revealed that VERPCC did not amend
155 ?;atement of orcanizaticn to discloesc the current chairman,
curraont depository, amnd a candidate szp: orted. The Treasurer
n¥ UERTCC was reaquested to Cwond thoe statement of coracanization to
disclaose the :’cvézanWO ~d ux“rﬂdtlon. On Julvy 20, 1978,
the Cammission received an amended statement of organization
notins the chances as discusse:d above.

Rocomnmoendatk

amonded statement of orcanization,
i

i gtaff that no further action
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