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MEMORANDUM

TO:

THROUGH :
FROM:

SUBJECT :

FEDERAL ELECTION COMMISSION

TS RSTREETE N W
WASHINGTON DO 20403

May 14, 1979

FRED EILAND
PRESS OFFICE

ﬁ??7 ,

BOB COSTA ’}KCZ.//

JUDY HAWKINS

PUBLIC ISSUANCE OF AUDIT REPORT -

NEVADA REPUBLICAN STATE CENTRAL
COMMITTEE FEDERAL ACCOUNT

Attached please find a copy of the final audit report
of the Nevada Republican State Central Committee Federal
Account which was approved by the Commission on April 30,

1979.

As of this datc, all informational copies of the report
have been received by all parties involved and this report may
be relecased to the public.

Attachment as stated

cc: FLC Library
RAD
(_Lublic Record
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FEDERAL ELECTION COMMISSION

129 R STREETNW
WSHINGTON DO 200038

REPORT O" THE AUDIT DIVISION
ON THE
NEVADA REPUBLICAN STATE CENTRAL COMMITTEIH

FIIDERAL ACCOUNT

I. Backaround

A, Overvioew

This renort is based on an audit of -the MNevada
Renublican State Central Committee Federal Account ("the
Committee"), undertaken by the Audit Division of the Tederal
Election Commission in accordance with the Cormission's audit
policy, to determine whether there has been comnliance with the
provisions of the Federal Ilection Campaign Act of 1971, as
amended ("the Act"). 'The audit was conducted nursuant to Section
433(a) (%) of Title 2 of the United States Code, which directs the
Cemnmission to make from time to time audits and field investi~a-
tions with resmect to reports and statements filed under the
provisions of the Act.

The Cormmittee reaistered with the Federal Election
Cemmission on November 283, 1977 as the state committee represont-
ing the Republican Party of Nevada. It maintains its headaunrters
in Reno, lleovada.

The audit covered the reriod November 1, 1977 throu—h
March 31, 19723, the final coverage date of the latest rerort
filed bv the Committee at the time of the audit. Durina that
reriod, the Commititee, rervorted a beainninag cach balance of
$10,617.00%, total receipts of $42,271.00, total expenditures
of £i12,662,00 and a closinag cash balance at March 31, 1978 of
$10,226.00.

This audit rerort is based on documents and workinc
parers which sunvort cach of its factual statements. Thev forn
sart of the record upen which the Comnmission based its decisicns
on the matters in this report and were available to Commissicnoers
and avrronriate star? menbers for roview.,

?’;33 *oOoe rindin:
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B. Kev Personnel

The principal officers of the Committee during
the period covercd by the audit were Frank Fahrenkopp, Jr.,
Chairman, and Gerald S. Ballard, Treasurer.

C. Scope

The audit included such tests as verification of
total reported receipts and expenditures and individual trans-
sactions; review of reuuired supporting documentation; analvsis
of Committee debts and obligations; and, such other audit pro-
cedures as deemed nccessary under the circumstances.

[T. Auditor's Statement and Description of Findings

It is the orinion of the Audit staff, based upcon examina-
tion of the reports and statements filed and the records
presented, that, excent for the deficiencies noted below, the
revorts and statements of the Mevada Perublican State Central
Committee Federal Account fairly prcsent the financial activities
of thec Committees for the period covered b the audit. Further
except as noted bhelow, no material problems in complyving with
the Fgderal Election Campaign Act were discovered during the
course of the audit. '

Discussion

The Nevada Renublican State Central Committee Federal
Account was established to conduct activities in support of
both Federal and non-rFederal candidates. The Committee did
solicit and receive contributions intended for use in supnort
of both Federal and non-Federal candidates; however, no Federal
candidates were supported during the pericd from incepuion,
Liovember 1, 1977, through March 31, 1978, the closing date of
the audit period.

The Comnittee maintained two (2) choecking accounts into
wvhich ntributions for non-Federal activity were denosited.
In “Elitlon, it was determined that cor:orite contributions
(See Finding A) and transfers from unreci q‘ornd political oraani-
zations (Sce Findings B and C) were alsc deposited into these
acceounts. A third checking account was quh eaquently established
on Fehruary 10, 1978 to he used exculsivelr for Federal activitwy,
Howoever, it was ﬂntorﬂzch that transZers from unreagistered
political orcanizations were deposited inte this account (Sce

Finding C).




The Audi* staff recognizes that the Committece technically
did not cwoorate in accordance with Section 102.6(a) (2) of
the Conmission's Requlations, effective April 13, 1977, which
states, in relevant part, that a single committece su“mnrfinq
both Federal and non-Federal candidates must maintain o single
account to make contributions to Federal and non-Tederal candi-
.atos, but onlv if all contributions received are permissible
urder the Act (Sece Finding A), and all contributors arce intormed
that «ll contributions are subiject to the limitations of Sections
110.1, 110.2, and 110.5. The committees cstablished in accor-

- cdance with Section 102.6(a) (2) are cxpresslv prohibited by
Scction 102.6(b) from accepting transfers from accounts or

c comnittees not established in accordance with Section 102.6(a) (2)
(See Findings B and C). Howerer, since the Committee (1) did

c neot o suprort Federal candidates, (2) maintained separate Federal

- and non-Federal bank accounts, (3) transferred the beainning

cash noted in Finding B to a state level party orcanization for it:n
~ use in support of non-Federal candidates, (1) has deleted all
octher non-Tederal ac+1*1tv from its reports, and (%) has trar'”ovruﬁ
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- the prohibited contributions (Sce Findings A and C) to the Mevada
Rerublican Coentral Committee (an unrecistered state level orcaniza-
tion) to be used to sunvort non-l'cderal I candidates, it is the
oninion of the Audit staff that the rOCO]““ﬂhJuIPIS, as stated,
are: an“xo>x11Lu with resyect to this Cormiittee's aciivities during

c the awdit period,

- . Accontance of Cornorate ((n\twi!nztwon

Scection dd1b{a) of Title 2 of the United Stat
astates, in part, that it is unlawful for anv ccrporat

make o contribution or cxvenditure in connection with anv
clection to any political office, and it is unlawiul for

iy candidate, pelitical comrittee, or other perseon Lo know-
intlv accert or receive anv contribution freom a corroration.

Duriny the period covered by the audit, a revicew of the
oraittec's contribution rocords diacloged that 11 cntribt‘—
tiong from ciaht (5) busineoss nntutlyu totaling S.422.00 woroe
contritntions from corporations in good standina at the Ll:“.Q
the reosvoctive contributbions were made.  These contributions
were denosited into a Committee bank account maintained
exclusivelv for nen-releral nurpeses.

-~
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The Committce's revorts included Federal and non-Yederal
activity during the period covered by the audit, however, no
Federal candidates were sunported.

Pursuant to our reauest the Treasurer provided cevidence
that nine (9) contributions from six (6) coryporate entities
woere not drawn from corporate sources. However, the Audit
Staff recommended that in licu of returnina the two (2) corporate
contributions ($100.00) to the contributors, the Committcee should
transfer those funds to a separate non-Federal state level
orianication.

Peconmendation

OoOn March 16, 1979, the Cormission reccived a copy of both
sides of the cancelled check which showed that the entire amcunt
of oriaginally suspected corporate funds ($422.00) was trans-
forred to a non-Tederal orveanization.  Therefore, it is the -
reconuendation of the Audit staff that no further action be talen
on this nmatter

3. Accentance of T"unds froin an I'ﬂrm"s‘ff}‘:-:'i‘:

Orrranirac 1()&

Scction 102.6 () (1) and (2) (i) and (ii} »f the Comnissicen's
Poalations nrovides that State comrmittees soliciting or recelvina

contributiecns for or on behalf of tederal candidates shall either
cstablish a separate Pederal compaion committen and scareaated
Federal bank account () or establish a sincle committee with a
sinale account to make contributions to Foderal and non-Tederal
candidates 1T all contributicns roceived are rormissible under the
Act, and all contributors arce informed that all contributions are
sulrjoect to the limitations of Soctions 110.1, 110.2, and 110.5

o7 the Comminsicen's Regqulations.

filed by the Devads Tenubhlican State
cntral Commitioe Voderal Account covercd the peried Nevember
1977 throveh Doecontber ] 1977. The G mittoe revorted
>iinnineg cash on hand of q)O 617.00 on loverter 1, 1977, Tuo
(Y checing &C"w'w‘n woro nalnL14noJ Ly the Caraittee at that
time to bLe usel o Tucive 1.. for nun- }(\]ly 11 "./‘t--i‘yit\:y. It
sas determined dur i'\.: the rerformance of the rank recencilia-

(
hothi s L

The initial revpert
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tion th : orinning cash censiasted ¢ residual funds fren
two (2) banik cccounts vrevicusly naintaired b the Nevada
Porablican Condral Cromition, an unroaictored state party
orcanioation, Tho ocada et liean 1l Cemmittee is
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allowed to accent corporate contributions, since no Nevada
statute prohibits acceptance of such contributions for state

and local election purposes. The Committee subsequently re-
turned the beginning cash, $10,617.00, to the Nevada Republican
Central Cormmittee on April 14, 1978 and deleted this amount from
its report.

Reconmendation

It is our recommendation that, since the Committee (1) did
not support any Federal candidates, (2) maintained a separate
non-Iederal bank account into which the $10,617.00 was deposited,
(3) recurned the beginnina cash amount to the Nevada Republican
Central Committee, and (4) deleted this activity from its rerort:,
no further action be taken on this matter.

C. Transfers from Unreagistered Political Oraganizations

Soction 102.6(b) (2) of the Commission's Requlations sitates
that committees established in accordance with 102.6(a) (1) and
(M (1) and (ii) of the Commission's Reaulations mav not receive
transfors from an account or committee cstablished bv a
State committee, subordinate committece of a State committcee,
or another political committee, cucent from a committee or
account sct out in paracraphs (i) and (ii).

Durina the course of the audit, it was determined that the
Copmittee received 14 transfors from 13 unreaistered nolitical
orcanizations totaling $3,765.57. Thirtceen (13) of these transioo
were received from 12 county and local political orcaanizations
which are permitted to accept corporate contributions. Five (3)
of the transfers (totaling $3,010.20) were deposited into a
choecking account maintained by the Committee to be used cxcelusive
for ¥ederal activitvy, however, no Federal candidates were oun-
ported during the period covered by the audit. The remainin:
nine (9) transfors (totalina $755.37) were deposited into a
serarate Cormmittee checkina account for non-Tederal activite.  The
amount $3,765.57 included reagistration fees for a canpaicen sorin o
schoel, a payment for survey results and transfers roceived fron

11

unreistoered political organiations.
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The Audit staff notified the Committee that since no
Federal candidates were supported by the Committee durina the
period covered by the audit, that the Nevada Republican State
Cuentral Committee Federal Account transfer all funds relating
to non-P'cderal activity, including transfers from county and
local organizations, to a scparate non-Federal organi ation in
lieu of returning these transfers to the donor organizations.

Reccuamendation

On March 16, 1979, the Commission received a copy of both
sides of the cancelled check which showed that the total amount
of funds reccived from the unregistered political organizations
wore transferred to the non-rederal organization. Therefore, it
iz the rvecommendation of the Audit staff that no further action
F.» taken on this matter.

D. lvno“ﬂ1*u10q Not Properlv Reported

Scction 434(b) (9) of Title 2 of the United States Code
states, in part, that each report s=hall disclose the iad ontlfl—
cation of cach person to whom expenditures have been made by
such committer within the calendar year in excess of $100 or
in an acaresate anount which cxceeds $100.

Scection 104.2(b) (4) of the Cormission's Requlations states,
in part, that cach repert shall disclose the identification of
cach political committee or other political organization to which
the reporting cornmittee made anvy transfer of funds in any amnount

durine the revorting period, togethor with the amounts and dates

of all transiors.

During the course of the audit, it was determined that
> Comaltitee had failed to itemize six (6) expenditures totalins
13.75 (22.697 of the total expenditures requiring itemization
1 1.15" o the total dollar value of oxpenditures recuiring
i These figures include three (3) transfers out to
anizutions totaling $110.00.

e ~udit staff recormended thnat the Committee file an
avendad report itemizing the cxpenditures.

ssornendition

nl\CJ Lhe Cormittoo "]od an amended report on March 16,
1379 ito. 1n thoe expoenditures, it is the recommendation of thoe
N 3 5t

’
sta”r that no further action e taken on this matter,
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I, Other Matters

burini the course of the audit, another matter was noted
for which the Audit staff feels no additional action is

warranted.

buring the review of solicitation materials, it was
(~!w1m1ncd that some of the solicitation materials requesting
wnport for Federal candidates did not contain the notice
xvqulr*u by Section 435(b) of Title 2 of the United States
Code,  The Fo;mlttbe Treasurer was advised of this matter and

the appropriate Section of the Act.
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