FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

" November 29, 2011

MEMORANDUM
To: - B The Commission

Through: Alec Palmer
Staff Director

From; Patricia Carmona "p(,/
' Chief Compliance Officer

Thomas Hintermister —<*\
Assistant Staff Director
Audit Division

Alex Boniewicz
Audit Manager

By: Kendrick Smith252

Lead Auditor

Subject: Audit Division Recommendation Memorandum on Chris Dodd for
President, Inc. (CDFP)

Discussed below are revisions to the attached Draft Final Audit Report (DFAR) as well as
the Audit Division’s recommendations. The revisions and recommendations are based on
CDFP’s response to the DFAR and the audit hearing. The Office of General Counsel
reviewed this memorandum, concurs with the recommendations and provided the attached
comments. "

CDFP submitted its responée to the DFAR and requested an audit hearing on July 26,
2011. On August 31, 2011, CDFP presented certain matters at an audit hearing before the
Commission. _

Finding 1. Net Outstanding Campaign Obligations
CDFP did not mention this matter in its response to the DFAR or during the audit hearing.

The Audit staff recommends that the Commission find that the Candidate did not receive
matching fund payments in excess of his entitlement.



Finding 2. Receipt of Prohibited Contribution and Contributions that Exceed Limits

A. Receipt of Prohibited Contribution

In its response 1o the IFAR and duriag the andit hearing, CDFP stated there was no
sound basis for a finding that it received a prahibited contribution from the
[nternatienal Assaciaticn of Firefighters (IAFF). CDFP stated the following factora
for the Commission’s consideration.

First, CDFP believes the amount in question should be $12,088, not $15,423, since .
this was the amount billed to CDFP. Second, CDFP contends the billing was actually
not from the union itself, but rather the union’s separate segregated fund, FIREPAC.
Although it is uncertain, CDFP suggested that the invoice may have been printed an
the IAFF’s lettarhead and presented us an agreement between the union and CDFP
because the union handled the administrative functions of its separate segreguted fumnd.
Thind, CDFP notnd that it eventually averpaid FIREPAC ont of an ahundance of
caution and that FIREPAC appropriataiy reported a debt owed by CDFP and
subsequently deposited CDFP’s payment into its account. Finally, CDFP took
exception to language in the DFAR that CDFP “did not consider the resolution of the
contribution a high priority obligation.”

The Audit staff offers the Tollowing concerning CDFP’s response to the DFAR and
comsnents presented at the audit hearlng. The Audit staff maintains that the amount of
the prohibited contribution is $15,423. At the time the RV rental costs were incurred,
the IAFF paid for the RV rentul coot on behalf of CDFP, thereby givinyg sommuthing of
value to CDFP, namely, the RV rentdt cost that CDFP shonld have paid. CDFP
evemtually repaist the JAFF for the RV rental cost, inare than a year and a half from the
invoice date. Therefore, the value of the prohibited contribution should be the
ordinary market cost of renting the RV and not the pro-rata amount of $12,088.

With respect to the question of whether the union or FIREPAC billed CDFP, the Audit
staff provides the following information. First, thre FAFF billed CDFP for use of the
RV. The invoice was printed on the IAFF’s lesterhead and includes language that
indicates an agreement between the IAFF and CDFP for the RV’s usage. The only
mentitn of FIREPAC i reganding paymant. As such, in sithsection “1. Facts” of
section “A. Reeeipt of Prohibited Caotribution” (psge 10); mose detail zegarding the
invoice fram the TAFF will be included in the au€it report. Spucifieally, the Proposed
Final Audit Report (PFAR) will state that the invaice was printed on the IAFF's
letterhead and include CDFP’s explanation presented at the audit hearing that the
invoice was printed on the IAFF's letterhead since it handled the administrative
functions of FIREPAC.

Conceming CDFP’s payment to FIREPAC for use of the RV, the Audit staff notes
that the DFAR clearly acknowledges that CDFP evenurally overpaid $32,233 to
FIREPAC for the rental and wrapping assoclated with the RV and further details
FIREPAC's reporting of the debt, as well as the timing of CDFP’s payment (DFAR, p.
11). It is the Audit staff’s opinion that CDFP accepted a contribution frem a labor
organization and repaid the amount more than a year and a half after the invoice date.



Finally, in regard to the language that CDFP “did not consider the resolution of the
contribution & high priority obtigation,” (DFAR, p. 12), the Audit staff conours with
CDFP and the sentence i question will be removed from the PFAR.

The Audit staff recommends that the Commission find that CDFP received a prohibited
contribution af $15,423 from the IAFF.

B. Apparent Excessive Contributions from Other Political Committees
CDFP did not offer any comments in its response to the DFAR or at the audit hearing
regarding this portion of the finding. .

The Audit staff recommends that the Commission find that CDFP received excessive
contributions from other political committees totaling $44,300.

C. Reeeipt of Excessive General Eleetion Contrihutiona

In its response to the DFAR and during the audit hearing, CDFP maintained that the
audit report should make clear that, for the bulk of the excessive contributions, CDFP
timely obtained redesignations and issued refunds. CDFP-continued to assert that this
finding arose from an audit error and this resulted in language being removed from the
DFAR, which previously had been included in the Preliminary Audit Report.

CDFP stated that it transferred all its general electien contributions to he Candidate’s
Senate campaign, Friends of Chris Dodd (FOCD). In addition, CDFP stated that the
DFAR incorrectly stated (1) that it had not provided the required redesignation letters
necessary ta transfer the excessive contributions, (2) that it resolved excessive
contributions of $160,050 in an uctimely mamner and (3) that contributions of
$173,210 have pot been transferred to FOCD.

The Audit staff agrees that the disposition of the excessive contributions could have
been presented in a more precise manner in the DFAR. As such, in the PFAR, the

Audit staff will modify the summary on page 4 (Part III - Summaries) and page 9 (Part™

[V - Findings and Recommendations) to provide a more precise presentation of
excessive contributions that hove been resolved by CDFP and of excessive
...contribfitiooa thet still require resolution. Speoifically, the Audit staff will clarify that
of the $51,000 in excessive centributions from other political cammittees, $4,800
remains unresolved and of the $244,050 iu excessive general election cantributians
received by CDFP, only $7,100 remains unresolved. Also, the Audit staff will remove
footnote 10 (DFAR, p.13) in the PFAR.

CDFP took exception to the Audit staff’s statement that certain documentation “was
not previously available.™ Although the Audit staff made copies of the documentation
provided during audit fieldwork, it is acknowledged that the language in the DFAR
may not be a fair representation of CDFP’s efforts to respond to the Preliminary Audit
Report recommendations. Therefore, the Audit staff will remove the language in the
PFAR.

Regarding CDFP’s assertion that the DFAR incorrectly presented excessive
contributions of $160,050 as resolved in an untimely manner, the Audit staff has
modified the finding to more accurately reflect CDFP’s resolution of some excessive



contributions. Specifically, excessive contributions totaling $144,950 previously
categorized as resolved in an untimely manner have been re-categorized as resolved in
a timely manner. The Audit staff and OGC concur that CDFP’s action with respect to

these refunds was made in accordance wiin guidelines outlined in Advisory Opinion
2008-04.

CDFP also claims that the DFAR incorrectly states that contributions of $173,210
have not been transferred to FOCD. CDFP has provided the necessary redesignation

letters for these contributions and as a result, the Audlt staff will remove footnote 11
(DFAR, p.14) from the PFAR.

The Audit staff recornmends that the Commission ﬁnd that CDFP received excessive
general election contributions of $241,950 ($244,050 less a contribution of $2,100 that
CDFP demonstrated was not excessive), nf which all bnt $7,100 hnve been resaived.

Finding 3. Misstatement of Fimincial Activity

After consideration of CDFP's response to the DFAR and its comments during the audit
hearing, the Audit staff will clarify in the PFAR that CDFP's net realized losses of
$150,370 should be reported on Schedule A-P (Itemized Receipts), Line 21 (Other
Receipts) as a negative receipt.

The Andit staff recammands that the Commission find that CDFP misstated its financial
activity far 2008.

i TR A

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

Should an objection be received, Directive No. 70 states that the Audit Division
Recoinmendation Memorandum wil! be placed on the next regularly scheduled open
session agenda )

Documents related to this audit raport can be viewed in the Voting Ballot Matiars folder.
Should you have any questions, please contact Kendrick Smith or Alex Boniewicz at 694-
1200.

Attachments:
- Draft Final Audit Report on Chris Dodd for Prcsxdent nc.
- Office of General Coumsel Analysis (ADRM) Received on November 18, 2011
- Office of General Counsel Analysis (DFAR) Received on May 24, 2011

cc: Office of General Counsel



Draft Final Audit Report of the
Audit Division on

Chris Dodd for President, Inc.
January 24, 2007 - September 30, 2008

About the Committe g% 2)
Chris Dodd for President, Inc, »_-;é,‘ 4

Christopher J. Dodd, a candldaté-
the offiae of President oﬁg{ie;[ﬁ:%
headquartered in Wesmgn’ford Caitiy
chart on the Camp %}gn 57 Organization, p-2. N

Why the Audit

Was Done

Federal law requires the
Commission to audit every
political committee
established by a candidate
who receives pubhc funds for

‘é‘i'mnclpal campaign committee of

the Democratic Party’s nomination for
éSStQEcs The Committee is
gucut For more information, see

the primary campaign.! The Financial ivity (p 3)

audit determines whether the e Receipts ;ﬁ RN

candidate was entitled to all o2 Contributions fﬁmm&ﬁ;fduals N $ 9,848,996
of the matching funds o&:thonthutlons front Pel;fxcal Committees 750,402
received, whether the o ﬂg‘ransfer&fmm Afﬁfmteii:Comrmttees 4,632,357
campaign used the pxtching ) Lgans Recewed '@Q 1,302,811
funds in accordance with the o Mitching F uan;Rece:ved R 1,961,742
law, whether the candidste jg% ¥, o offg‘éts@ Operatmg ‘Ex%endxtureé 127,012
entitled to additional - P " : =22 47,506
matching funds, and wheghef. D $ 18,670,826

the campalgn otherwnse ‘{\:?*.

biirsements $;

Ope‘f'khn Ex pe i‘dltures

$ 14,978,850

ents 1,302,811

ansfers% Other Authorized Committees? 507,910

ﬁ\ ntribution Refunds 1,365,901

Future Action sbursements $ 18,155,472

The Cormmssxon umtlate
an enforcement acuonké“t a

later time, with respect t an
of the matters discussed in. &
this report. X

¥ "hdings and Recommendations (p. 4)
‘%%Net Outstanding Campaign Obligations (Finding 1)
"%’ Receipt of Prohibited Coniribution and Contributions
22 that Exceed Limits (Finding 2)
e Misstatement of Financial Activity (Finding 3)

! 26 US.C. §9038(a).

2 This represents the transfer of general election contributions redesignated to the Candidate’s Senate

committee, Friends of Chris Dodd.
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Part I
Background

Authority for Audit
This report is based on an audit of Chris Dodd for President, Inc. (CDFP), undertaken by
the Audit Division of the Federal Election Commission (the Commission) as mandated
by Section 9038(a) of Title 26 of the United States Code. That section states “After each
matching payment period, the Commission shall conduct a thorough examination and
audit of the qualified campaign expenses of every candldate and his authorized
committees who received [matching] payments under sectlon 9037.” Also, Section
9039(b) of the United States Code and Section 9038, 1’(&)(2);of the Commission’s
Reguiatioes state that the Commissian may eonumxt’oﬁer\‘exnmmmtrons and audits from
time to time as it deems necessary. -;.«:%33 3

Soope of Audit

This audit examined: m;;

1. The receipt of excessive contnbutlons and‘l

2. The receipt of contributions f¥ mhlblte:wb éi:
3. The receipt of transfers from\‘o er«au;honzed commlttees
4. The disclosure of contnbutlon Mfem receive 7“’-»_
5. The disclosure of dlsbursements ebts aﬁg&?'obll atlons
6. The rocordkeepmgzp?ﬁcess and co p eteness:of
7
8
9.
1

. The consistenqy Béﬁiveem orted fig} é; c ds

. The accmiacy f*the Staté‘% t of Net ding Campﬁl Obligations.
The ca.mpalgn s@%mphanc%’ ith spend.i:gg«%t::tahons

0. Other campaign operﬁtlonsme‘d;ssary to th¢:)

. "\é#? ﬁh“‘*@“' f '. -}
Invent ory of: 'Cpmpdi\gn Reé‘ordg
Thoéudlt staff routme%ondﬁ »an inventory of campaign records before it begins the
audit fieldwork. CDFP’s, records \X{ 2 matenally complete and the fieldwork began
lmmedla“tely\ %

1EW




Part 11
Overview of Campaign

Campaign Organization

Important Dates
e Date of Registration January 1] 2,'9,07
*__ Eligibility Period Nowzom January 3, 2008
e _Audit Coverage Jan,uW‘?%gm September 30, 2008°
Headquarters o "‘W‘”"st Hartford ‘G\ %gcucut
Bank Information %
e Bank Depositories wo A \ﬁ%
e Bank Accounts i, ¢kitig, two mvestmen‘t}
Treasurer
e Treasurer When Audit Was Cond?:’t?d%-
e Treasurer Durin Ii(
ﬂ%“f %

Management Informatlon _‘%

e Attended FEC Campé‘"gllFlnan%‘@ Semmar Kl

3 The period during which the candidate was eligible for matching funds began on the date of certification of his
matching fund eligibility and ended on the date the candidate announced his withdrawal from the campaign. See
11 CFR §9033.

4 Limited reviews of receipts and expenditures were performed after September 30, 2008, to determine whether the
candidate was eligible to receive additional matching funds.



Overview of Financial Activity

(Audited Amounts)

Cash-on-hand @ January 24, 2007 $ 0
o Contributicns from Individuals $ 9,848,996’
o Contributions.from Palitical Committees 750,402
o Transfers from Affiliated Committees 4,632,357
o Loans Received 1,302,811
o Matching Funds Received 1,961,742°
o Offsets to Operating Expenditures 127,012
o Other Receipts 47,506
Total Reaeipts

o Operating Expenditures

o Loan Repayments

o Transters ta Other Anthorized Committee i

o Contribution Refunds G A 1365500

Total Disbursements N _ “@’ $ 18,155 47258, Y

Cash-on-hand @ September 30, 2008 [ ¥ 7 § 515354 °

s Approxnmately 25,000 contributions from more than 19,200 individuals.
6 As of September 30, 2008, CDFP had made four matching fund submissions totaling $1,999,514 of which
$1,961,742 was certified by the Commission and paid to CDFP. This represents 9 percent of the maximum
entitlement ($21,025,000) a 2008 Presidential candidate could receive.

7 This represents the transfer of general election contributions redesignated to the Candidate’s Senate committee,
Friends of Chris Dodd.



Part III
Summaries

Findings and Recommendations

Finding 1. Net Outstanding Campaign Obligations

As part of audit fieldwork, the Audit staff reviewed CDFP’s, fmanclal act1v1ty through
December 31, 2010. The review indicated that the Candldaiie ,dld not receive matching fund
payments in excess of his entitlement. In response to thé Prellmmary Audit Report, Counsel
for CDIFP (Counsel) did not dispute this finding, bntlﬁ%i,eﬂ tﬁf‘t tia regani to the goneral
election contributions maintained in an investment 3 account the‘basls value of the investment
account, not the fair market value, should havxe‘b’%en utilized in valu&hon

(For more detail, see p. 6) = {u

A
Finding 2. Receipt of Prohibited sContr,g%tion and: 2

Contributions that Exceed Limits e ‘

During audit fieldwork, Audit staff¥ *"%‘ﬁ‘ed 1 contribtifions from other political
committees. The review identified a Jnﬁ d?gontnbutloﬁ%f $15,423 from the International
Association of Flreﬁghters (IAFF), as Wéll as $51,90 in excé’ sive contributions from other
political committees. The B’Bhlblted coni hutmn fr q the IAFF\ ulted from the rental of a
bus/recrentinnal vehlclé (’RV)*d)Eorsted to" ﬂent@.-seﬁétoibogd" s Presidential campaign.
The RV was prov1ded to CDFP fé% ts use Jugﬁpnm to the Iowa caucus. CDFP resolved this
prohibited contribution; *but in an»""ur intimely manner The excessive contributions from other

ohtwal commlttees were iinresolveds
P " re! *wﬁ*g}f’*w;}.x. “F a,\

In ad&lhon, a revnew"ﬂf\general“ €1 tion cg tnliﬁtlons indicated that CDFP received
contnbutlons totaling $2 1,(_250 fony?hlch il has hot obtained the requiree redesignation letters
nebessary tbxtransfer !hes\é‘ _";j _ds to the Candidate’s Senatorial Committee, Friends of Chris
Dodd (FOCD?\CDFP did oSt gake apptdpriate refunds, either.

In its response to tI{e\PrehmmainAudrt Repert, Counsel mainteined that:

e CDFP had not'\}ecelyédaa prohlhlted contrimrtion from the IAFF;

e regarding the $51 900 in excessive coniributiors from other palitical committees,
Counsel demonstratéd that contributions totaling $6,700 were not excessive, provided
copies of negotiated refunds checks for excessive contributions totaling $39,500, and
provided non-negotiated refund checks for the remaining $4,800; and,

o with respect to the $244,050 in general election excessive contributions,
documentation that Counsel previded demonstrated excessive contributions totaling
$234,850 had been resolved, a contribution of $2,100 was nat excessive and excessive
coniributions taialing $7,100 remain unresolved. (Fer more datail, see p. 8)



Finding 3. Misstatement of Financial Activity

During audit fieldwork, a comparison of reported figures with bank records rovealed that
CDFP understated its receipts by $355,240 and overstmed its disbursements by $190,935 in
2008. In respnnse to the Preliminary Audit Report, CDFP amended its reports, but excluded
an adjustment relating te net realized invostment losses. As a result, receipts far 2008 remain
misstated. (For more detail, see p. 15)

Summary of Amounts Potentially Owed to the
U.S. Treasury

e Finding 2 Receipt of Contributions that Efceed. $ 11,900

Limits — Unresolved - @r &




Part IV
Findings and Recommendations

| Finding 1. Net Outstanding Campaign Obligations

Summary

As part of audit fieldwork, the Audit staff reviewed CDFP’s financial activity through

December 31, 2010. The review indicated that the Candida;g‘@'gl not receive matching fund
. . . Vi34 .

paymeats in excess of his entitlement. In response to them E ggql,-;mmary Audit Report, Counsel

for CD¥P (Counsel) did not dispate this finding, but ngtggj ﬁg,% in regard to the general

election contributions maintainnd in an investment aqg:(g:ﬁi)t, thethasis value of the investment

account, not the fair market value, shonhd have beentufilized in v‘gtion.

Legal Standazd : £
A. Net Outstanding Campaign Obligations\(NQCO). Within 15 days’”éfter the candidate’s

date of ineligibility, the candidate must subniit gstatem@itof “net outsfé@\di;ng campaign
obligations.” This statement miist-contain, am:)%‘ 3 jh%)ry' ings: ‘@

e The total of all committee asselstincjuding cashio) thand, amounts owed to the

committec and capital assets ligted atiheir fair ma¥ hyvalue;
e The total of all outstanding obl’%tior?é:i‘?fgggualiﬁed paign expenses; and
e  An estimate of EEEAr windi?@@uwn coStetl, CFR '%4.5@).
Pt 3 -3 e,

B. Entitlement td:\ ";;tching l"-'i'ig-ments a %fﬁ;,y‘ of Ineligibility. If, on the date of
ineligibility, a cﬁﬁf’dgte has é?%outstandiﬁ ampaign obligations as defined under 11
CFR §9034.5, that\gﬂ%:- 18y -ontinue%é;eive matching payments provided that he
or shgﬁ{ifj}}@f@mq outs %t;_i-‘n%%ta‘mpa;ign:‘debts% the day when the matching payments
arefiiade. 11 GER§903449 (D) ‘ .

& & Gl

3
;..-

3y,
A. Facis i e
The Candidate’vszﬂﬁtg of ineligibility (DOI) was January 3, 2008. As part of audit fieldwork,

the Audit staff reviéidd CDERIg/financial activity through December 31, 2010, and prepared
the Statement of Net Oﬁ%‘sta‘ildln'g Campaign Obligations that appears on the next page.



Chris Dodd for President, Inc.
Statement of Net Qutstanding Campaign Obligations
As of January 3, 2008
Prepared through Deceniber 31, 2010

Assets

Primary Election Cash in Bank $ 271,389
General Election Cash in Bank 1,706,575
Accounts Receivable 46,899
Capital Assets

Total Assets $2,033,270

Liabilities

Primary Election Accounts Payable
General Election Accounts Payable

Loans Payable
Winding Down Costs:

1,302,81 163
Actual 1/4/08 —12/31/10 . 1,301,910 [bi
Amounts Payable to U.S. Treasury for: ‘fﬁk

Unresolved Excessive Contributions (See Einding'2)a, N 4,800 [c]

4,858,161

($2,824,891)

T8 ensure that the"‘riggé"'e ) 1 electiori*Contributions had no impact on matching fund
onti ment, the Audlt?k fl:adj s payable to match the general election cash in bank amount.
Prioritg,DOI, CDFP receiveéd:general €lection contributions of $1,749,670; however, at DO, the fair
market%ﬁ”fﬁe of the investni n ccount i%hlch these contributions were maintained was $1,706,575, a
loss of $43%5

[b] Estanated wmdmg ‘down cog u re not ieuluded above because thiis would awdy inornase the dsficit. It is
likely that CDFP lﬁgiéllkl It g minima] salary and legal expenses.

[e] This amount does not mcluﬂe $7,100 in unresolved excessive general election contributions.



Shown below are adjustments for funds received after January 3, 2008, through July 17, 2008
(the date of the last matching fund payment):

Net Outstanding Campaign Obligations (Deficit) as of 1/3/08 ($2,824,891)
Private Contributions and Other Receipts Received 1/4/08 503,712
through 7/17/08
Matching Funds Received 1/4/08 through 7/17/08 1,961,741
Remaining Net Outstanding Campaign Obligations (8359,438)
(Deficit) as of 7/17/08 _
2
As presented above, CDFP has not received matching fund fy’l%ents in excess of its
entitlement. \_ﬁ’a oA .

oYy it g
B. Preliminary Audit Report & Audit DlVlslon»“Recomm(:.‘ﬁ;;hon
The Audit staff presented the NOCO to CDFI}-Icpgescntatlves at the‘e)ut conference. In
response, CDFP did not address the NOCO. zi“ o &

In the Preliminary Audit Report, the Audit st:f%%\ébmmendeg;that CDFP demgnstrate

whether an adjustment(s) was requifed to any comp n nt& o fithe NOCO state\ﬁant or provide
any other comments it desired.  \§g@EDe,, \}4
Tl i, i

"Q. .' »
C. Committee Response te Prehmmar,y Audg’Repurt q,?‘
In response te the Prehmnnary Audit Rep Countél ‘did not dls;éute the NOCO but stated
that incorrect amount§ Were ﬂi?és, ted for é‘Gencral% Fectl ~|Cash’=m Bank” and “General
Election Accountsﬂ’ayable becgﬁgse these fig “"“%e generaicd using the fair market value
instead of the basia value\of the a‘“é’&?bunt They er added that “While this error daes net

affect the C mlttee gtng“t_ﬁnancfgl posmon MSA“Slgmﬁcant in light of Findings 2 and 3...”
¢

e e T :pux..

In accordance thh ll T€F.R5§9 34. S(a)(2~)1(9,?thegkud1t staff presented the general election
lnvestment account at‘fa’ir market: v’,alue as of thé:Candidate’s DO

. m Ly

LFinding 2 "\Receipt\%d  Prohibited Contribution and

g

| Contributiohs that Exeecd Limits

Summary
During audit fieldwork, A‘udlt staff reviewed all coatributions fram cther political
committaes. The review identified a prohihited contribution of $15,423 from the International
Association of Firefighters (IAFF), as well as $51,000 in excessive contributions from other
political committees. The prohibited contribution from the IAFF resulted from the rental of a
bus/recreational vehicle (RV) decerated to identify Senator Dodd’s Presidential campaign.
The RV was previded to CDFP for its use just prior to thre Iowa caucus. CDFP resolved this
prohibited cantribution, but in an nntimely manser. The excessive contributions from other
politioal coimnmittees were uarasolved.



In addition, a review of general election contributions indicated that CDFP received
contrfbutions totaling $244,050 for which it has not obtained the required redesignation letters
necessary to raasfer these funds to the Candidate’s Senatorial Committee, Friends of Chris
Dedd (FOCD). CDFP did npt make appropriate refunds, eithar.

In its response to the Preliminary Audit Report, Counsel maintained that:

e CDFP had not received a prohibited contribution from the IAFF;

e Regarding the $51,000 in excessive contributions from other political committees,
Counsel demonstrated that contributions totaling $6,700 were not excessive, provided
copies of negotiated refund checks for excessive con %}mons totaling $39,500, and
provided non-negotiated refund checks for the remaining $4,800; and,

e  With respect to the $244,050 in general election ve contributions,
documentation that Counsel pruvided demonstra: -esswe contnbutxons totalmg
$234,850 had been resolved, a contribrtion, ‘
contributians tntaling $7,100 remein 1 ik

Legal Standard o
A. Authorized Committee Limits. An autho &S commi émay not re(;%g:,&s ¢ more than a
total of $2,300 per election from any ‘ perelection from'ghylticandidate

11 CFR §§110.1(2) and (b) and

B. Hondling Contributions That App essive, ominittee receives a contributien
that appears to be exceSsiy % sithe, HHEE 2 :
* Return the giigStionable'ghe
e Deposit the Bhgk into it e :
0 Keep enog gh mo‘%gy in {;ﬂ-to caver all potential refunds;
K awntt Lecord x«ﬁlaining yhy, the contribution may be illegal;
‘i' Xplan if the contribution has to be itemized

b

C. Redesignation of Excessive Contributions. When an authorized candidate committee
receives an excessive contribution (or a contribution that exceeds the committee’s net debts
outstanding), the committee may ask the contributor to redesignate the excess portion of the
contribution for use in another election. The committee must inform the contributor that:
1. The redesignation must be signed by the contributor;
2. The redesignation must be ceceivod by the conmittee within 60 days of tle
comanittee’s raceipt of the original contribution; and
3. The contributor may instead request a refund of tlre excessive amount.
11 CFR §110.1(b)(5).
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Within 60 days of receiving the excessive contribution, the committee must either receive the
proper redesignation or relund the excessive porticn to the donor. 11 CFR §§103.3(b)(3) and
110.1(b)(5){ii)(A). Further, a political commiirtee mmst retain written socords concerning the
redesignatian in order for it tn be affective. 11 CFR §110.1(1)(5).

D. General Election Contributions. Ifa candidate is not a candidate in the general election,
any contributions made for the general election shall be refunded to the contributors or
redesignated in accordance with 11 CFR §§110.1(b)(5) or 110.2(b)(5), as appropriate.

E. Unreimbursed Value of Transportation. The unreimbursed value of transportation

provided to any campaign traveler is an in-kind contribution fom the service provider to the

candidate committee on whose behalf the campaign travel@x%iﬁ'a”yeled 11 CFR §100.93(b)(2).
;«o?’k"

F. Paymeid of Traasportation. If a oampaign traveler‘ﬁses an wother moans of

transportatlon with the exception of an airplane,’ thé‘campmgn commlttee on whose behalf the

travel is conducted, must pay the service prowcf%,mthm 30 calendar. days of the date of

receipt of the invoice fer such travel, but not lpt%r than 60 calendar days after the date the

travel began. 11 CFR §100.93(d). ‘%&% o ,

BN

ahizations. Polmcal campaigns
iry funds of labor organizations. 2

..{, %

E

he
G. Recelpt of Prohibited Contnﬁ’ﬁﬁon from Labor:¢
may not accept contributions madeg . ’ﬁe, e, general Q‘
U.S.C. §441b. 5

1. Facts: i

During aiidit3 _eldworﬁ, ek d“i‘i’*‘é 'noted tha; CDFP was billed $12,088 on February
12 2008 by thetn it %’1&\ ssoclatlon 's‘f.F ire Fighters for a share of the rental cost of
aanV The RV w rented er,@.genod of %8 days from November 18, 2007 to January
4, 200 It was decorat dJ:o 1denttﬁy Senator Dodd’s Presidential campaign. The invoice
from th:\I‘AFF 1nd1cate‘§z’that CDF¥; is’ised the RV for 18 days in December 2007, through
the date%f*m“ellglblllty ’I‘he:i cost was prorated using a daily rate. Tho total cost of the
rental for the: 48 days WAS: $3;2 233, with $15,423 attributed to the cost af the vehicle and
$16,810 to the cé’s.t gf “W'nappmg” it to identify the campaign. The iavoice requested that
payment of $12 088‘\ Bex_pghde within 60 days to the International Association of
Firefighters Interested:in Registration and Education PAC (FIREPAC), a separate
segregated fund of the IAFF.

Inits December 2007 monthly report, FIREPAC disclosed making an independent
expenditure® on November 28, 2007, in support of Dodd for “RV Art & Wrapping” in the
amount of $16,810. When questioned, CDFP nzpresentetives stated that the IAFF
initially pait for the RV to use as transportation to events involving communications with
the IAFF’s restricted class. They stated that FIREPAC paid to wrap the RV because it

® FIREPAC reported independent expenditures of approximately $374,000 in support of CDFP.
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was a communication expressly advocating Senator Dodd’s presidential candidacy,
which had not been coordinated with CDFP. CDFP later sought to determine whether it
could obtain the use of the wrnpped RV from the IAFF for its own purposes. The FAFF
made thg RV available and CDFP used it just priar to the lowa caucus. As muntioned
above, the invoice wes for a portion of the cost ($12,088); however, CDFP paid the entira
RV rental and wrapping cost of $32,233. It shauld also be noted that CDFP’s payment
occurred more than one-and-a-half years after the invoice date. After reporting the
independent expenditure, FIREPAC disclosed a debt owed by CDFP in its March 2008
monthly report for the full cost of the RV ($32,233) and continued to repon this debt
until it reported the reimbursement in its December 2009 monthly report’.

for $32,233. CDFP representatives atatcd 1 f
the cost of the wrap to avoid recewmg : r : 'ié%;ponse to ether
inquiries from the Audit staff, CDFP ref s tatives stated that 1 their understanding
that the IAFF paid the rental cost of the bus;;that the same | bus wrapp'%& utilized by
both the IAFF and CDFP; and, that they are rfé';}awar, 5 f y other expehses that were
paid by FIREPAC relating tohituse or wrap of ﬁ%fb

\ %ﬁ“

by the IAFF, app ﬁ%—;
from makmg o

untimely mnan{
above.

froft‘h(he IAFF, mcl' a;

poﬁlon,. f the RV.
3. Cmé“’%he Respcms%‘p Prehmhmry Audit Report
CDFP’s resp%é dld not include any additional documentatien. However, Counsel

GDFP cdfinét be found to have received a prohibited contribution when it
was directed (on th AL invoice) to pay FIREPAC and it simply complied. In
addition, Counsel stat€d"that even if CDFP should have paid the IAFF, the 60-day
timetable in 11 CFR §100.93 should not apply because it applies only to non-commercial
forms of transportation. Counsel maintained that “the primary purpose of the wrapped
bus was not to transport people from place to place, but rather to serve as an unusual
form of campaign visibility, like the C-SPAN hus or the Ron Paul blimp.” Analyzed in
this manner, Coumsel believed the proper guestion was whether tha oampaign paid for the

use of the bus within a commercially reasonehte taue (Couasel citad 11 CFR §114.9(d) -

® A reimbursement from CDFP was inadvertently deposited into its non-federal account. The subsequent
transfer was reflected on the year-end report.
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Use or rental of corporate or labor organization facilities by other persons). Counsel
further edded that the eircumstances that led to the delay in payment were not adegquately
considered. The rosponse stated thet while the payment remained outstunding, CDFP
was in a defirit positiun with many competing obligaiions thai it snught tn manage as
best if could. Couamsel maintained thst CDFP chazae to pay the full cost of the bus rental
and wrap, in an abundance of ceution, even thaugh there was a strong argument that it
could have paid less.

Regardless of whether the payment for the use of the RV is considered under 11 CFR
§100.93 - use of non-commercial forms of transportation or 11 CFR §114.9(d) - use of
corporate or labor organization facilities, rembu:semenftg was not made within a
commercially reasonable time. '

....

CDFP’s passihle financial difficuity after th% "’: 1gn de "r{ot excuse its acceptance of
the contribution or explain why CDFP did pét:consider resohg‘t'}en of the contribution a
high-priority obligation. “ iR

Finally, CDFP’s decision to pay the entirehs ptal cost ofthe RV doeszkl‘lot. negate the fact
that CDFP received a contribution from a labor?rgam;?}lon that it fali%d?ﬁ-) resolve

1. Facts
During audit ﬁélderk, s
contributions frgm,other poly{
contributions lncl d

= 0%1)11 pparemt exceasive
remained unresolved. The

khree ' dttha ‘ely refunded by CDFP; however, the
:?*“f’eﬁlﬁ’d hecks T Blcarsa account. As such, these remained
P unresc'ﬁs mxcesm '_,j nmbutl'é%ﬁ
05, One for $4, BVG or whDFP presented a timely, completed redesignation
% \;«letter Howeveg; ICDFP netther transferred the contribution to FOCD, nor
% rfi’unded it. It wa i.noted thafitransferring the funds to FOCD would have
reso}ve this issu ,mb t because the cendidate was no longer seeking re-election to
the S’e" e, the tragigy r may not be-plausible. The Audit staff censidered this an
unresolvecl;gxcesﬁagve contribution.
¢ Thirteen exbe”s’gwe‘%onmbuﬁons totaling $39,000 for whioh CDFP had failed to
provide any evnf’ence of a refund or redesignation.

2. Preliminary Audit Report & Audit Division Recommendation
At the exit conference, the Audit staff provided a listing of these excessive contributions.
Counsel did not address these contributious in its response.

In the Preliminary Audit Report, the Audit staff recommended that CDFP provide
documentation demonstrating that it did not reecive exeessive centributions. Such
documentation was to include evidenec of a transfer to FOCD for the contribution that
had been redesignated but not transferred, copies of refund checks negotiated in a timely
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manner, or redesignation letters signed and dated in a timely manner. Absent such
documentation, the Audit staff recommended that CDFP make appropriate refunds to
contributors and provide evidence of such actions (copies of the front and back of
negotiated refund phecks) or make a payment of $51,000 ta tire U.S. Trensary.

3. Comnmittee Response to Preliminary Audit Report

In response to the Preliminary Audit Report, Counsel provided decumentation
demonstrating that three contributions totaling $6,700 were not excessive. For the
remaining 14 contributions totaling $44,300, refund checks dated November 30, 2010,
were submitted.

After consideration of CDFP’s response, the Audit § oted that three contributions
totaling $6,700 did not exceed the limits, 12 total ‘1?‘;. 00 were refunded in an

untimaly manner, and twn tofaling $4,800 remnifiiitiresol{ed,until evidenee is poovided
that the refund checks have been negetw%@CDFP is un prov1de such
any unresolved exé‘e’Sslv ie contributions be

evidercce, the Audit staff recommends th:
disgorged to the U.S. Treasury. ;

1. Facts
During @udit fieldwork, the Audit <walt B ed coﬁn%}g ons designated for the
General election totaling $244, 05’3%%): WHICCDFP mdﬁf%{mv1de the required
redesignation letters geag to trans iger the £ 'd§= 1o FOCD;2In accordance with
Advisory Oplmé‘ﬁ 008&%0) CD] % dﬁ%’“&%@m the receipt of the AO (dated
September 2, 500 5 to obtdin: edeslguaﬁé make refiids. Even if CDFP had
obtained the reqtiifed, redesighation letteg tlacked the funds to camplete the transfer or
refund at the time. ‘Eh“etAu-l-‘mcons:defe)zl}these unresolved excessive contributions

untiCD] P?fﬁmded'“ﬁc gaes S, %

i3,

. Rrelimmary A'%dl e%%&& Alldlt Dwnslon Recommendation

At ’e\exlt conference e Auvg'i%’taﬁ‘ provided CDFP representatives with a schedule
outhm ﬂ;;se excessi dontnbuﬁ@s In its response, Counsel maintained that CDFP
had prop Sthrefunded all i general election contributions. In the Preliminary Audit
Report, the ¥ Al lit staff ree_gmmended that CDFP provide documentation: demenstratmg
that these contri ut%ns ivf* / not excessive. Such documentation was to include copies
of timely negotiateds mﬁ% checks or timely signed and dated redesignation letters.
Absent this documeritation, the Audit staff directed CDFP to make appropriate refunds to
contributors and provide evidence of such actions (copies of the front and back of

negotiated refund checks) or make a payment of $244,050 to the U.S. Treasury.

3. Committee Response to Prelimtnary Audit Report
In its respons¢ to the Preliminary Audit Report, Counsel maintained that, upon receipt of
the Preliminury Aaidit Roport, of tha $244,850 in asserted uaredesignated and unrefunded

19 The Audit staff also noted that CDFP transferred general contributions ($67,800) to FOCD for which
redesignation letters were not provided and has redesignation letters for $98,410 in contributions to be
transferred, but insufficient funds to do so.
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contributions, only $14,900 awaited refund or disgorgement. The documentation
provided by Counsel included:

Coapies of 30 redesignation letters, for contributions totaling $74,800, which were
all compieted and sigimd by the coutributors. All the letters requested
redesignation to the FOCD 2010 primary or general election and were dated priar
to May 2008.

A copy of an email confirmation from its receipts processing vendor
demonstrating that it had processed a refund of a $2,300 contribution on
September 13, 2007.

A copy of a negotiated disgorgement check for a contribution of $5,000 and a
letter sent to the Bureau of Public Debt on Noye fiber 25, 2008. Other
documentation stated that the political actiong€omimittee, which made the original
contributien, no longer existed. :
A copy of a negotiated disgorgement chee i-to the 55 IS, Treasury for $144,95@ and
dated November 30, 2010. Ceunse}stated that this chieck was for 82 stale-dated
refund checks. Counsel provideditheck stubs for all tﬁ% d checks. From the
check stubs, it appears that nearlg?4il the refund checks WETE itten on August
21,2008. Counsel also added that} ‘1le the G ittee ag%a s, that the stale-
dated refund checks must be disgorge d,&,;, %{z:n rovide "%}ropnate basis
for a finding of excess‘i%ze contnbutlons, atfthey were lawfully Seeived and

g ;g:-.e.

S 3 ) 1ig.vendor demonstrating that a
$2, 100 contribution was rel i (9 ufficient u}jﬁn

ies of afiie ,tlated refundheck for ﬁ%eo four@fund checks totaling

$7, IOOﬂane%gd dng eAi e cki06%2,800 fo the U.S. Treaswry far
contrlbutlons that sel statedOIEP lacked tvillence of refund or timely
redes:gnatqoﬁ\ All refithd checks' Were dated November 26, 2010, and the

ned f @n—

| dlsgorgemenii%lmk T%matgg NovEgaber 30, 2010.

A contribution of $2,100 was not excessive, as it had been returned for non-
sufficient funds; and,

Excessive contributions totaling $7,100 remain unresdgived. Cancelled uheck
copies (front and back) and/or other documentation demonstrating that these

""" Based on its response to the Preliminary Audit Report, there are contributions of $173,210 ($74,800 +
$98,410) for which CDFP pravided eedenignation Jetters, but has not transferred to FOCD. As of March 31,
2011, CDFP’s reported ending cash is $14,289.
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remaining refunds were negotiated should be provided or the amount should be
disgorged to the U.S. Treasury.

| Finding 3. Misstatement of Financial Activity

Summary

During audit fieldwork, a comparison of reported figures with bank records revealed that
CDFP understated its receipts by $355,240 and overstated its disbursements by $190,935 in
2008. In response to the Preliminary Audit Report, CDFP aménded its reports, but excluded
an adjustment relating to net realized investment losses. @5‘,‘? 7 ;§ult recelpts for 2008 remain
misstated. ety

Legal Standard

o The amount of cash-on-hand at the beginfiir g and end of the repoftmg period;

o The total amount of receipts for the repo?‘tn period and for the electls‘n cycle;

o The total amount of disbursements for the rep {hhng pena.nd for the Eleetion cycle; and
o 1167A (Itemized Rec€ipts) or

Certain transactions that requirgfitemization on ule
- 320)(1), (2), (3), (4) and (5).

Schedule B (Itemized Disbursenien

Facts and Analysis

A. Facts » £ i,

As a part of fieldwork: Sta ' -'Ieﬂ reported actiyity with bank records for 2008.
The followmg charte @_ nes the _ tor f the beginning cash balances, receipts,

Fhe ucceedmg paragraphs explain why the

mf)&Comnuue&A%ug% s

5 ‘%% @R _g orted Bank Records Discrepancy
Opemng,ECash Balance @; «% $ 23489,560 $ 2,456,875 $ 32,685
January 1} f@ €m§ i Overstated
Receipts SL § $ 1,910,177 $ 2,265,417 $ 355,240

i Understated

: $ 4,397,873 $ 4,206,938 $ 190,935

Overstated

Ending Cash Balance @ $ 515,970' $ 515,354 $616
September 30, 2008 Overstated

12 The reported ending cash balance is incorrect becanse CDFP decreased its beginning cash-on-hand by
$12,949 in its August 2008 Monthly Report and increased beginning cash-on-hand by $527,055 in its
October 2008 Monthly Report. The unexplained changes in cash may have been an attempt to correct the
cash discrepancies that resulted from the misstatements of receipts and disbursements. Absent these incorrect
adjustments by CDFP, the reported ending cash balance at September 30, 2008 would have been $1,864.
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The overstatement of opening cash-on-hand ($32,685) resulted from discrepancies that
occurred in fhie previous year, 2007.

The understatement of receipts resulted from the following:

e Matching fund payment received 7/17/08, not reparied $ 514,173
e Net realized losses (investment accoumis), not reported’ (150,370)
¢ Vendar refund, not reported 5,876
o Offsets to operating expenditures, not reported 23,954
e Political committee contributions, not reported 16,100
o Unexplained difference (54.493)

Net understatement of receipts $ 355240
The overstatement of disbmmements resulted from thefe

Loan repayment, over-reported $ (144,757)

Dlsbursements and mvestment faes, not 239,950

' 41,733
Transfer to the Candidate’s Senate camfﬁlttee over-}ggorted':\{ (351 ,210)
Reported disbursements that actually cl eébmk in:Dec. *07 \e\_& ! 1(3,300)
Unexplained difference @3" 4 y” 26,649
Net overstatement of dnsbm:s nts i N $(190,935)
g * 2 '51.‘\
The overstatement of ending eash-on-haﬁd ($ 1’6} resulted ﬁ'giin Ehe misstatements described
e

\av. u g )
e, WD

AAD
<

above. & A
g ) vx"é pee el LY
@;@5 i

?\ ‘s#x 45
B. Preliminary Af/ dit Rep(;“t’& &1‘*Aud1t Dlélgm -Recommenhniion
At the exit conferencg; \tth Audit staﬂ' dlscussed the misstatement and provided CDFP
representatlves w1th coples‘ of the?A*udlt staff’s bgnk reconciliation. In its response to the exit

L 5‘ f g 1'v-

[CLT b ng: ‘%% \to the Candidate’s Senate committee
w%entatlve "ﬁ‘i ed CDFP had mstructed its broker to

reported th%u‘ansfer until thQ= ;
opetating expég&; res, CDFI‘éresenmaves stated that many operating axpanditures were
nat reported brcange.tt e.they weré ‘ihaware of the data processing requitements for sntering
debts and obligatiot s~“ﬂ'hus,ﬁ1alfy debt payments were not disclosed in CDFP’s reports.

CDFP representatlves\dld\ ‘Q"g “Hddress any other discrepancies (noted above).

In the Preliminary Audit Report, the Audit staff recommended that CDFP amend its reports to
correct the misstatements for 2008.

It should be noted that this relates to realized gains and losses disclased by the brakerage firm as such in its
monthly statements, which were not reported by CDFP. These net realized losses resulted from the decline in
the stock market.

14 CDFP reported this transfer in September 2008, when it actually occurred in October of 2008. The Audit
staff’s bank reconciliation was done through September 2008. As such, it was recommended that CDFP
amend its reports to correctly disclose the transfer in October 2008.
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C. Committee Response to Preliminary Audit Report

In response to the Preliminary Audit Report, Connsel stated that, after the date of ineligibility,
CDFP had somne difficulty in preparing its repurts. Counsel maintuihed this was due mainly
to problems enperieneed iti the use of the financial dntahnse. Cannsel addad that thie is why,
for example, CDFP failed to discluse a matching fund paymeat received en Juty 17, 2008, and
over-reported a $144,757 loan repayment. Counsel cancluded that CDFP is complying with
the Preliminary Audit Report’s recommendations by filing amendments to correct these
misstatements.

Counsel further added that the Preliminary Audit Report does not correctly present the level
of misstatement, mainly because of its incorrect treatment offEDFP’s brokerage account.

Counsel argued that the Preliminary Audit Report “appe fté%onﬁ:se fluctuations in the
account’s fhir market value, wliich do not need to be repon ;}‘%ﬂh the actual sale of tite
portfolio assets.” Caunsel contended that the Proli_rﬁ iy AudjtReport’s freatment of the
$351,210 transfer of genaral election contibut@g??ghd the §15053;70.in net realized iosses
resulted from this incorrect treatment. %ﬁ 7 ki
ki G

In response to the Preliminary Audit Report, CB P filed amﬁcg%ded repo?t”s{f ORcalendar years
2008 and for a portion of 2009. CDFP did not acceptthe Atdit staff’s asseSsment of its
investment accounts and, as such, Qﬁ%lgggd only a portibh6f the adjustments réldting to the

investment accounts in its amended-feportsy : peclﬁca\ﬁ%ﬁ%ﬁ;gse reports did not include net
realized losses of $150,370 (see secti’é‘ni;éﬁ‘*ab’&”v{g). Howe&'qi’:_};gy not amending its reports for

the adjastment arising from net realized se;fp.ts remfi'iii%._ nisstated for 2008. CDFP




