FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463
August 1, 2013

MEMORANDUM
To: The Commission

Through: Alec Paimer
Staff Director

From: Patricia C. Orrock “?09
Chief Compliance Officer

Thomas E. Hintermister—<\
Assistant Staff Director
Audit Division

Alex Bmtiewicz%g:
Audit Manager
Marty Favin M#*a

Audit Manager

By: * Randy Harris
Lead Auditor

Subject: * Audit Division Recommendation Memorandum on the Mississippi
Democratic Party PAC (MDP) (A11-10)

Pursuant to Commission Diréctive No. 70 (FEC Directive on Processing Audit Reports),
the Audit staff presents its recommendations below and discusses the findings in the
attached Draft Final Audit Report (DFAR). The Office of General Counsel (OGC) has
reviewed this memorandum and concurs with the recommendations.

Finding 1. Misstatement of Financial Activity

In response to the Interim Audit Report, MDP filed amendments that materially
complied with the recommendation. MDP had 1o additional comments in its
response to tie DFAR.

The Audit staff recommeands that the Commission find that MDP misstated their
financial activity for calendar years 2009 and 2010.



Finding 2. Disclosure of Disbursements

In response to the Interim Audit Report, MDP filed amendments that materially
complied with the recommuondation. MDP had no additional coroments in its
response to the DFAR.

The Audit staff recommends that the Commission find that MDP omitted
disclosure information related to disbursements totaling $361,109.

Finding 3. Disclosure of Occupation/Name of Employer

In response to the Interim Audit Report, MDP filed amendments that materially
complied with the recommendation. MDP had no additional comments in its
response to the DFAR. '

The Audit staff recommends that the Commission find that MDP failed to disclose
occupation/name of employer for contributions from individuals totaling $17,426
and did not demonstrate “best efforts” to obtain, maintain, and submit disclosure
information with respect to these contributions.

Finding 4. Recordkeeping for Employees

For the pericd covered by the audit, MDP did not maintain any monthly payroll
logs, as required, to document the percentage of time each employee spent on
federal election activity. For 2009 and 2010, the Audit staff identified payments to
MDP employees totaling $138,741, for whom MDP was requiced (o niaintoin
monthly payroll logs. I response to the Interim Audit Report recommendatian,
MDP implemented a plan to track employees’ time spont en federal election
activities. MDP had no additional comments in its response to the DFAR.

The Audit staff recommends that the Commission find that MDP failed to
maintain logs to document the time employees spent on federat election activity
totaling $138,741.

MDP did not request an audit haaring.

If this memorandum is approved, a Proposed Final Audit Report will be prepared within
30 days of the Commission’s vote.

In case of an objection, Directive No. 70 states that the Audit Division Recommendation
Memorandum will be placed on the next regularly scheduled open session agenda.

Documents related to this audit report ean be viewed in the Voting Ballot Matters folder.
Should you have any questions, please contact Randy Harris or Marty Favin at 694-1200.

Attachment:
- Draft Final Audit Report of the Audit Division on the Mississippi Democratic
Party PAC

cc: Office of General Counsel



Draft Final Audit Report of the
Audit Division on the Mississippi

Democratic Party PAC
(January 1, 2009 - December 31, 2010)

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 ta h:

the threshold ww
requirements for

substanu.:lcmnphanc ms

with the Act.! 1fic dudlt
degrmmus whether the
commitice complied with
-the limitations,
prohibitiohs and

disclosure reggizements
of the Act. %%}L

Future Actlon,w
The Commission may ™
initiate an enforcement
action, at a later time,
with respect to any of the

matters discussed in this -

report.

1 2 U.S.C. §438(b).

About the Cor

The Mississippi Demo
headquartered in Jack

}SS!SSIppl For more information, see
,'amzatlon p- 2.

* Receipts

o Contnbﬁﬁb@ $ 153,038
i "6 Contnbutlonsi’ 30,550
litical Co*nmm;§§
: %edIOther
Yitte 568,534
88,144
951
$ 841,217
« ® Opéraling Disbursements $437,223
Other Disbursements 389,693
$ 826,916

&8 Findings and Recommendations (p. 3)

¢ Misstatement of Financial Activity (Finding 1)

¢ Disclosure of Disbursements (Finding 2)

¢ Disclosure of Occupation/Name of Employer (Finding 3)
o Recordkeeping for Employees (Finding 4)
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Part I
Background

Authority for Audit

This report is based on an audit of the Mississippi Democratic Party PAC (MDP),
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 2 U.S.C. §438(b), which permits the
Commission to conduct audits and fleld investigations of any pohtlcal committee that is
required to file a report under 2 U.S.C. §434. Prior to conducfinig any audit under this
subsection, the Comuiission must perform sa internai revigWi 5t reparts filed by selected
committees to determine whethor the reports filed by 3 garigelar committee meet the

threshold requirements for substantial compliance w:m'ﬂie K‘@’%{%U S.C. §438(b).

Scope of Audit

the receipt of contnbutxons from prohxblted sdﬁmes s
the disclosure of individual confijbutors’ occupat"iﬁ‘kq..f‘ ;
the consistency between reportéd figiites and bank etords;
the disclosaro of disbuesemonts, dé s%%ﬁ g
the comptleteness of records; and ’?'
other committee operations necessary lo l'le re\ iew,

QAU B W~

A

CommissionGuidance : ¥ -
3 .
Request for Early Commission Consideration ¢
Pursuant to the “I'olicy Stalcmﬂ;:m Establishi
of | Quutions b) th Corflmi\sion ;

Legal Question

iram for Requesting Consideration
fequested early consideration of a legal
éd whether the monthly time logs

vate of 5-1, that 11 CFR §106.7(d)(1) does require
) for employees paid exclusively with federal funds.
Exercising its prosecutox etion, however, the Commission decided it will not
pursue recordkeeping violdtions 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 MDP Counsel of the Commission’s decision on MDP’s
reqaest. This audit report does iot include any finding or tecommendation with respect
to MDP’s emplpyees paid with 100 percent federal funds and reported s such.




Part II
Overview of Committee

Committee Organization

Important Dates

e Date of Registration February 8, 1982

e Audit Coverage January 1, 2009 - December 31, 2010
Headquarters Jackson, Mississippi

Bank Information e

e Benk Depositories One TP

e Bank Accounts Six federaumd'one non-federal
Treasurer

e Treasurer When Audit Was Conducted Me[tqn Hams

e Treasurer.During Period Covered by Audlt

Management Information g

e Attended the Commission Campaign
Finance Seminar

e Who Handled Accounting and
Recordkeeping Tasks

$ (10,177)*

A 153,038

R 30,550

568,534

fon 88,144

Other Receipts . 951

Total Receipts $ 841,217
o Disbursements

0 Operating Disbursements . 437,223

o Other Disbursements 389,693

Total Disbursements $ 826,916

Cash-on-hand @ December 31, 2010 $ 4,124

2MDP's bank statement did not show a negative cash-on-hand balance at January 1, 2009, due to an
outstanding check that had mot cleared its federal bank account.



Part II1
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of MDP’s reported financial activity with its bank
records revealed a misstatement of receipts and disbursements in calendar year 2009. In
response to the Interim Audit Report recommendation, MDP filed amended reports that
materially cerrected the misstatements.

understated.
6 in 2010. MDP did

In addition, MDP filed ariginal reports for 2010 that were mg
Specifically, MDP's original reports understated receipts by b

accurate reporting. (For more detail, see p. 4.)
a"‘“" :

Finding 2. Disclosure of l:bisbursem&%ts

The Audit staff reviewed disbursementstitcmized on the dhdosule reports and identified

disbursements totaling $361,109 with missing payec addresses. In response to the

Interim Audit Report recommendation, MDP material rrecte iiLs reports by filing

amended reports to disclosc the missing payee informaton. (I‘or mor 4_@_.&; tail, see p. 6.)

Finding 3. Discl s of Occupd'iion/Name of Employer

A rev1ew of all contnbut m individuals requiring itemization indicated that 73

matemlly corrébiithe disclosure OF the miswi wwpccupatxon and/or name of employer
information. MDF escribed the huest effotts procedures that have been developed
and implemented siné;the audit. (For more detail, see p. 7.)

Finding 4. Recordkeeping for Employees

During audit fieldwork, the Audit staff determined that MDP did not maintain any
monthly payroll logs, as required, to document the percentage of time each employee
speat on federal election activity. For 2009 and 2010, the Audit staff identified payments
to MDP employees totaling $138,741, for whom MDP was required to maintain monthly
payroll logs. In response to the Intetint Audit Report recommendation, MDP
implemented a plan to track employees’ time speat on federal election activities. (For
more detail, see p. 9.)



Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

S

During audit fieldwork, a comparison of MDP’s reported financial activity with its bank
records revealed a misstatement of receipts and disbursements for calendar year 2009. In
response to the Interim Audit Report recommendation, MDP filed amended reports that
materially corrected the misstatements.

In addition, MDP filed original reparts for 2010 that were materi
Specifically, MDP's original reports understated receipts by $2 gg,u.46 in 2010. MDP did
amend its reports prior to the notification of this audit to cerl text the/misstated receipts
acnvnty for 2010 In response to the lntenm Audit Repogt ret:omme"i"ldht;on MDP noted

ﬁ’fﬁnderstated.

accurate rcpomng

Legal Standard
Cantents of Reports. Each report mustgdisclose:
¢ the amount of cash-on-hand at t i
« the total amount of receipts for the
o the total amount of disbursements fi - e re
year; and .
e certain transactions that require ltemlzauun on Sche
Schedule B (Iterhized Dlsbur\z,mgnts) 2 U.S.C. §434(b) €

>
hs

Facts and Analysis

e a%
A. Misstatement of Financial Acunlv-Zﬂ(W 4

1. Facts ; :
The Audit «taffizeconciled Mﬁ\ repott@sactivity with its bank records and
identified a mfSitateiment of receipts and disbursements for calendar year 2009.

The following chart

the,discrepancies and succeeding paragraphs explain the
reasons for the missta



The beginning cash balance, as of January 1, 2009, was overstated by $34,750 because of
prior-period discrepancies.

2009 Activity
Reported” Bank Records Discrepancy

Begirining Cash Balance $24,573 ($10,177) $34,750

@ January 1, 2009 Overstated

Receipts $202,756 $210,042 $7,286
Understated

Disbursements $174,855 $24,533
Understated

Ending Cash Balance $46,366

@ December 31, 2009

The understatement of receipts was the result of the£6H6wi

e Receipts not reported

Transfer from the non- fedcral account reported t' e
Over-reported receipts o
Unexplained difference ) %m
Net Undemtatement of Receints

The understatement of dlshursuncnls was the 1g} ) S
3 ] i $ 25,780

e Disbursements not géported
e Disbursements repo hut not (1,135)
Unexplained differencc (112)
$24.533

5 o
nEL

[udit Report & fudu Divisitin Recommendation

' financial aclivity was discussed at the exit conference and the
Audit staff provided relevant schedules detailing the transactions. An MDP
representative acknowledged the discrepancies in the reports and indicated that
corrective amendments Would be filed.

e
The Andit staff recommended thet MDP:
¢ amend its reports to correet the misstatements for 2009; arud
e amend its most recently filed repert to correct the cnsh-an-hand balaace with
an explanation that the change resulted from a prior period audit adjustment

3 This column does not total because MDP amended Ending Cash Balance on its 2008 Year-end Report but
did not carry forward this adjustment on subsequent reports.




and reconcile the cash balance on its most recent report to identify any
subsequent discrepancies that may impact the $45,889 adjustment
recommended by the Audit staff.

3. Committee Response to Interim Audit Report

In its response, MDP noted that it amended the 2009 reports and made corresponding
amendments to subsequent reports. The Audit staff notes that as a result of these
amendments, MDP materially corrected the misstatements.

B. Misstatement of Financial Activity — Incrensed Activity

1. Facts

The Audit staff compared the original reports filed with the banfg; ecords and
discovered a $228,932 understatement of receipts from J anggfys’i 2009 through
Decernber 31, 2010. This amount represents the differenck ’* ween receipts as
originally reported and the amount of receipts per the b cprds. This figure also
includes the $7,286 understatement of receipts from: (fé@’ in Sec’fi_’_' -A (Misstatement

largely due to MDP not reporting transfers frog
original reports totaling $198,597. R

'I‘he Audit staff diseussed the misstsf

representatives during the exit confe
submit any additional information or
matter.

3. Committee Responé@ to Inter e
In its response, MDP noted that activiti€s relate to minor
bookkeepmg errors that excurred during the 2009 calendar year and that it has made

lmproveme S AQANS reporl l'l!._. .md dLLOllllllﬂ“ SyS N 10 ensure more accurate

\egﬂ a -

#lion. MDP matermlly corrected its reports by filing
$Sing payee information.

" Interim Audit Report reco
amended reports to disclose thi¢

s W

Legal Standard
Reporting Operatiug Expenditures. When operating expenditares ta the same person
exceeé $200 in a calendar year, the cemmittee must report the:
e amount; :
e date when the expenditures were made; and
o name and address of the payee and purpose. 11 CFR §104.3(b)(3).



Facts and Analysis

A. Facts

During audit fieldwork, the Audit staff reviewed all disbursements and identified 172
itemized transactions, totaling $361,109 that did not include the payees’ addresses.
This accounted for 54 percent of the total dollar value of itemized disbursements. The
majority of these omitted addresses were for disbursements made in 2010.

B. Interim Audit Repori & Audit Division Recummendation

The Audit staff discussed this matter with MDP representatives at the exit conference and
subsequently provided them with a schedule of disbursements with missing payee
addresses. Al the exit conference, MDP representatives agreed to ﬁfla amended reports to
disclose the missing addresses. The Audit staff recommended th ¢NIDP amend its
repons to disclose these amissians.

C. Committee Response to Interim Audit Report ... s

In its response, MDP noted that it has amended the. %ﬁg to provnde the‘nyssmg payee
information. The Audit staff notes that as a result, ;_ ese amendments, VP, materially
corrected its disclosure of payee information. '

-&‘"

| Findmg 3. Disclosure of Occupation/l&ame of Emplo :%é@ |

Summary

A review of all contributions from individuals requiring ntemization indicated that 73
contributions totaling $17,426 lacked disclosure of occupition and/or g%xe of employer.
Furthermore, *“‘best efforts™ 10 obtain, maintain and submit |||lorm.n-on ad not been

v:s;i:

, MDP amended its reports to
and/or name of employer

Legal s'cand&i‘r“

A. Itemization rediiized for contributions from Individuals, A political committee

other than an auth ged comunittee must itemize any contribution from an individual
if it exceeds $200 perkulendar vear, either by itself or when combined with other
contributions from the same contributions. 2 U.S.C §434(b)(3)(a).

e
B. Required Information for Contributlons from {ndividuals. For each itemized
contribution from an individual, the committee must provide the following
information:
e the cantributor’s full name and address (including zip code);
¢ the contributors occupation and the name of his or her employer;
o the date af receipt (the date the comnmiitee reeaived the contribution);



¢ the amount of the contribution; and

¢ the caiendar year-to-dite total of all eontributions from the same individual.
11 CFR §§100.12 and 104.3(e)(4) end 2 U.S.C §434(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. 2 U.S.C §432(h)(2)(i).

D. Definition of Best Efforts, the treasurer and the committee will be considered to
have used “best efforts” with respect to contributions if the committee satisfied all of
the following criteria.

e All written solicitations for contributions ineluded: -ﬁ'm
o aclear request for the contributors full name, mgilig
and name of employer; and i
o the statement that such reporting is requiredeby fe ;
e Within 30 days of receipt of the contributig - ¢ at least one
tora

documented oral request.
e The treasurer reported any contrlbutor il

rds or 1

-yuar cycle.

Facts and Analysis o
A. Facts % %
A review of itemized con
totaling $17,426, or 52 p -
be itemized by MDP, lacked digglosu ' cupationzgd/or name of employer. During
s MDPproyided higievidend ' t had utilized “best efforts” to
', i, and subiily 15, Mbst of the contribator entries
g anformation weteigither Bighlosed .' "€ notation “Best Effort” ar lefi

The Audit staff af DP represenmuves to' descnbe. MDP’s best efforts policy. MDP
representatives respo'fiﬁ that no poli icy was m effect dunng the period covered by the
audit. The Audit staff proy
and/or name of employer i on was missing. MDP returned this list to the Audit
staff with the missing informatigi#'tilled in but noted that MDP had not contacted the
contributors to obtain this information, The Commifiee explained that MDP
represontatives had obtained the information from personal knowledge of the individuals
and research an the internet after receiving the list rom the Audit staff,



B. Interim Audit Report & Audit Division Recommendation

The Audit staff discussed the disclosure of occupation and manee of empioyer with MDP
representatives at the exit conference. MDP 1epresentatives reiterated that they had
provided the missing infarmarion to the Audit staff and that they have establiched a
standard new policy to collect all the required contributor information at the time
contributions are accepted.

The Audit staff recommended that MDP provide documentation that it exercised best
efforts during the audit period to obtain, maintain and submit the required contributor
information. In addition, MDP should file amended Schedules A to disclose the
contributor information obtained subsequent to audit fieldwork.

C. Conmnittee Response to Interim Audit Repact 3
Inits response, MDP filed Schedules A that provided the missiy R

l‘;': 2

.....

2010 cycle, but noted that its solicitation materials re
occupation and employer mformatlon The Audlt

and name of e-nployer

MDP also pointed out that it has developed Lest sfforts pradedures such that all @gf
solieitations intlude requests for occupation and employer mformation. In addition, the
procedures include follow-up requests for donors’ missing inlormation within 30 days of
receipt of a contribution. Furthermare, dir:?mi:sing such informagion at the time a
report is required to be filed t an interndl review 10 ensure that®1DP has not

i it ptained within conn:ttee records at the time of

| Finding

Summary::
During audlt'ﬁﬁldgvork the Au&i’ 1S ctetin

monthly payroll""lﬁ‘gsg% as required, ffé,ﬂocum gthe percentage of time each employee
spent on federal electi actmty F5:2009 and 2010, the Audit staff identified payments
to MDP employees tof ihg $138,744 sfor whom MDP was required to maintain monthly
: : Audlt Report recommcndatlon, MDP

3ith
implemented a plan to traclé‘étgp

Legal Stamiiacd

Maintenance of Momtily Logs. Party commiitees must keep a monthly lon of the
percentage af time each employee spends in connection with a federal eleation.
Allocations of salaries, wages, and fringe benefits as fallows:



10

¢ employees who spend 25 percent or less of their compensated time in a given
month on federal election activities must be paid either from the federal account
or be elloeated as adnripistmative ansts;

¢ employees who spend mdre than 25 percent of their compensated time in a given
month on federal election activities must be paid only fram a federal account;
and

¢ employees who spend none of their compensated time in a given month on
federal election activities may be paid entirely with funds that comply with state
law. 11 CFR §106.7(d)(1).

Facts and Analysis

A. Facts S

During fieldwork, the Audit staff reviewed disbursements for Ba'_; " MDP did not

maintain any monthly logs or equivalent records to documel:la“t’t iSbe:

employee spent in connecnon with federal election actmtg( “Hese

This amount represents the total payroll for emplogees paid with an allocatl :of tederal
and non-federal funds during the audit period. g i
exclusively non-federal funds.

B. Interim Audit Regnrt & Amdit Divi§io Ru:emmen&%iitm
After the exit conference, the Audit staff diScussed the payroll recqrdkeeping issue with
MDP representatives. An MDP representatiyc responded that MD had not located any

ayroll logs or other payroll entation.
P pay. . :%%%;?ﬁ% ‘1% & "i&
5 _' & ne Audit u[! re%mmuul@that MDP provide

N BV
&

4 Payroll is stated net of taxes and benefits.



