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SUBJECT: FRIENDS FOR FRANKS- REFERRAL MATTERS

On November 27. 1996. the Commission approved the final audit report (FAR) on
Friends for Franks (the Committee). The report was released to the public on !)ecember
10, 1996. The folloving findings are being referred to your office in accordance with the
materiality thresholds approved b% the Commission: R crd ino for Disb_,mments
and Checks Made Payable to "'Cash"; Disclosure of Occloa amn-Nam Of Emnlover;
and, Contributions SubJect to 48 Hour Disclosure Notices.

With respect to the Recordeing for Disbreet and Ciecks Made Payable
to finding, please note that the finding is divided into four subsections. In the
first subsection, Recordkeeping for Dsrbursements. the Audit staff's 1 00/ revicw of
disbursements, totaling $511.944. resulted in 165 recordkeeping errors,. The Committee
provided information which satisfied the minimum recordkeeping requirements for all
but 29 of the these items, totaling $ 12.440. resulting in a revised error rate of 2.4%
($12.440/$511.944)

The second subsection. Candidate Loan Reimbursement. deals with a $2,500
reimbursement to the Candidate which !he Committee originally disclosed as a loan
reimbursement but later claimed was a reimbursement for campaign expenses incurred at
the candidae's residence. This $2.51C reimbursement is not included in the 29
recordktt.puig errors discussed iM ,utio. I No s'.tsct.elled check ws
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provided relative to the $2.500 reimbursement to the candidate, nor was any
documentation provided relative to the $2.500 in expenses incurred at the Candidate's
residence.

The third subsection, Disbursements to the Candidate's Spouse. deals with the
Committee making 20 payments, totaling $62,500. to the Candidate's spouse, which the
Committee noted as payments for services, salary. payroll or consulting on the cancelled
checks or in the check register. One payment, in the amount of $5,000, is included in the
29 recordkeeping errors discussed in subsection I because no cancelled check was made
available. No information was provided documenting the services provided by the
Candidate's spouse. The fourth subsection. Checks Made Payable to "Cash", deals with
19 checks. totaling $5,205. made payable to "cash" for which the required records were
not maintained. These 19 items are included in the 29 recordkeeping errors discussed in
subsection 1.

With respect to the Disclosure of Occuption and Name of Employer finding the
Audit staff notes that, in response to the interim audit report. the Committee submitted
amended Scht.hules A (Itemized Receipts). Information included on these amendments

co lowered the error rate relative to the disclosure of occupation and name of employer from
18. 1% to 16.9',,. The Committee also submitted a list containing individual contributor
information which lowered the error rate relative to the recordkeeping for occupation and
name of employer from 45% to 43%. Although much of the missing information was
disclosed on the Committee's Schedule A's. the Audit staff does not consider the FEC

C reports acceptable records since we are attempting to verify the accuracy of the reported
information. Committee Counsel argued that if the Committee maintained a copy of its
reports that it has met the recordkeeping requirements.

All workpapers and related documentation a-c available for review in the Audit
Division. Should you have any questions. please contact Marty Favin at 219-3720.

Attachments:

- FAR Finding 11-A. (Recordkeeping for Disbursements and Checks Made Payable to
'Cash"). FAR pages 3- 11.

- FAR Finding II.C. (Disclosure of Occupation and Name of Employer),
FAR pages 12-15.

- FAR Finding II.D. (Contributions Subject to 48 Hour Disclosure Notices),
FAR pages 15-16.
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A. Re -dkenin for DinkNX&Smnts and chks Hade
Payable to *Cash"

Section 432(c) (5) of Title 2 of the United States Coderequires the treasurer of a political commaittee to keep anaccount of the name and address of every person to whom anydisbursement is made, the date, amount, and purpose of thedisbursement, and the name of the candidate and the office soughtby the candidate, if any, for whom the disbursement was made,including a receipt, in-%ie-e, or cancelled check for eachdisbursement in excess of $200.

Section 102.9(b) (1)(iv) of Title 11 of the Code ofFederal Regulations defines *purpose" as a brief statement ordescription of why the disbursement was made.

Section 102.11 of Title 11 of the Code of FederalRegulations states, in part, that a political connittee maymaintain a petty cash fund out of which it may make expendituresnot in excess of $100 to any person per purchase or transaction.If a petty cash fund is maintained, a written journal of alldisbursements shall be maintained which includes the name andaddress of every person to whom any disbursement is made, as wellas the date, amount, and purpose of such disbursement.
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Section 434(b)(5)(A) Title 2 of the United States Codestates that each report under this section shall disclose thename and address of each person to whom an expenditure in anaggregate amount or value in excess of $200 within the calendaryear is made by the reporting committee to meet a candidate orcommittee operating expense, together with the date, amount, andpurpose of such operating expenditure.

I. RecordkeeDing for Disbursements

The Audit staff reviewed all Committeedisbursements to determine if records were maintained asrequired. The scope of this review was limited becauseapproximately half of the disbursement records provided weregenerated by the Committee rather than the payees (such asinvoices, receipted bills, etc.). Although cancelled checks weremade available for most of the remainder, cancelled checks werenot avail3ble for 34 Committee disbursements, totaling $24,832,at the close of audit fieldwork. Included in these 34 items wasone check to the Candidate disclosed by the Committee as"Reimbursement of Loan," three checks to the Candidate's spouseand six checks made payable to "Cash."

The Audit staff determined that the recordsmaintained for 165 disbursements, totaling $194,037, did notcontain the payees' address, as required. This accounts for 38Vof the total dollar value of the Committee's disbursements. Inaddition to the address omissions, the purpose for 33 of theitems was missing or inadequate.

At the exit conference, the Audit staff explainedthat the missing information was disclosed on the Committee'sreports for many of the recordkeeping errors (47% of the items,which accounted for 79% of the total dollar value of the errors).A listing of the 165 recordkeeping errors was provided to theCommittee. The Committee's Counsel stated that in his opinion,if the Committee maintained a copy of its reports that it has metthe recordkeeping requirements. The Audit staff explained thatdocumentation with which to verify the accuracy of theinformation disclosed by the Committee is necessary; copies ofthe disclosure reports are not sufficient.

Subsequent to the exit conference, the Committeeprovided a listing which contained the rnissing information for113 of the 165 recordkeeping errors.2/ This accounts for 64% ofthe total dollar value of the 165 errors. Additionaldocumentation relative to 20 payments to the Candidate's spouse(see Secti.cn II.A.3.) or the 19 checks made payable to "cash"

J./ The majority of this information corrected items for whichno payee addresses were maintained in the Committee'sfiles. No vendor generated documentation was provided(such as invoices, receipted bills, etc-.)
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(see Section II.A.4.) was not provided. A listing of the 52items, totaling $70,365, for which no documentation was providedwas attached to the interim audit report.

In the interim audit report, the Audit staffrecommended that the Committee submit the required informationrelative to the remaining 52 recordkeeping errors. It wasfurther recommended that the Committee submit photocopies of the34 cancelled checks (front and back) not previously madeavailable to the Audit staff.

In the Committee's response to the interim auditreport, the Committee submitted a listing of the 52 items notedby the Audit staff as recordkeeping errors. The Cowtmttee alsosubmitted photocopies of 24 of the 34 canceiled checkt. (front andback) not previously made available to the Audit staff.

The listing of 52 items submitted by the Committeeincluded the purpose *Campaign Consultant, Fundraiser" relativeto the 20 payments to the Candidate's spouse (see SectionII.A.3.). Although the Committee met the minimum recordkeepingrequir-ments of 11 CFR 5102.9(b) relative to 19 of these 20payments (no cancelled check was provided for one $5,000payment), -he Audit staff notes that the Committee did notprovide doeumentation which demonstrated that bona fide serviceswere provided by the Candidate's spouse (see Section II.A.3.).In addition, the Committee provided payees' addresses related tofour of the 52 recordkeeping errors. Of the remaining 29 errors(52 - 19 - 4), 19 were checks made payable to "cash* (see SectionII.A.4.).

Additionally, no explanation was provided by theCommittee regarding the 10 (34 - 24) remaining cancelled checksrequested by the Audit staff. Among the 10 disbursements forwhich no cancelled checks were submitted were a $2,500reimbursement to the Candidate in June 1994 (see Section II.A.2.)and the $5,000 payment to the Candidate's spouse noted above.

2. Candidate Loan Reimbursement

The Committee disclosed the receipt of a $2,500loan from Gary A. Franks (the Candidate), once on its April 1994Quarterly report and again on its July 1994 Quarterly report.The Audit staff was unable to locite or identify any depositsrelated to a Candidate loan. The Committee disclosed a $2,500payment to the Candidate with the purpose noted as "Reimbursementof Loan" on its July 1994 Quarterly report. No cancelled checkwas available to support this reported transaction, however, onJune 22, 1994 a $2,500 check did clear the Committee's account --the check number as recorded in the check register matched thecheck number recorded on the bank statement.
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The Committee's Counsel explained that theCandidate did not make a loan to the Committee. A signedstatement from the CandIdate was provided to the Audit staff onAugust 25, 1995 which explained that in March 1994 he had writtena $2,500 check to the Committee to meet a campaign goal but thatwhen he learned that the goal ,id already been reached, he askedthe Committee to nullify the loan. ;:= then stated that he wasinformed that the check had been "inadvertently misplaced" butthe FEC report which contained the disclosure of the loan hadalready been sent. The Candidate added that "[t]he repayment ofthe loan on the subsequent report was shown in order to balancethe campaign books from an accounting perspective."

The Candidate then explained in I.is statement that"[aifter submitting campaign expenses covering several months, Ireceived a check dated June 22, 1954 for reimbursement to me fortravel, phone, rent, meals, utilities and miscellaneousexpenses." At the exit conference, .he Committee's Counselexplained that these expenses were incurred by the Candidate when'4, the Committee was running its operations from the Candidate'sresidence. /

The only information contained in the Committee'srecords relative to expenses apparently incurred by the Candidatewhen using his residence for the Committee's headquarters weretwo cancelled checks. The Committee disclosed two reimbursementsto the Candidate during the audit period. One reimbursement
::O check was dated September 20, 1993 for which the Committeedisclosed the purpose as "Phone Charges." The second check wasdated September 8, 1994 for which the Committee disclosed thepurpose as "Reimbursement phone, faxes, mileage."

The Candidate also added in this statement that "IC can readily understand the present mix-up, therefore I will dothe following: I will contribute $2500.00 to my campaign and Iwill take all the aforementioned incurred expenses as an in-kindcontribution to my campaign, and I will forego the $2500reimbursement." The Committee submitted a photocopy of a check(front only) from Congressman Franks to the Committee, in theamount of $2,500.

No explanation was provided regarding thedisclosure of the $2,500 loan twice. At the exit conference theAudit staff requested documentat-ion .n support of the expensesfor incidentals described in the Congressman's statement but theCommittee's Counsel stated that these records were not available.

j/ The Audit staff noted that there was only one payment madeby the Committee for rent during the audit period which waspaid by a check dated July 5, 1994 in the amount of $900 toa vendor. The purpose noted on the the cancelled checkrelative to this payment was "3 months rent."
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He added that the Committee "stopped doing incidentals out of theCongressman's residence after the loan repayment" - which wasreceived on June 22, 1994 per the Candidate's statement. TheCommittee's Counsel also stated that an additional statement fromthe Candidate would be provided.

The Committee was afforded 10 days to submitdocumentation related to the matters presented at the exitconference. An additional signed statement from the Candidatewas provided to the Audit staff within this 10 day period. Inthis statement, the Candidate provided the same details asdescribed in his first statement and added that "[i]n anabundance of caution, on August 25, 1995, I wrote a check in theamount of $2,500 to my campaign so that the record is clear thatI did not benefit in any way as a result of the inadvertentmix-up regarding the loan." He continued that "the campaign willamend its reports to (1) eliminate the two references to the$2,500 loans, (2) show that the June 22, 1994 $2,500 payment wasa reimbursement for campaign expenses I incurred in the monthsprior rather than a repayment of a loan, and (3) revise theNO reports leading up to the June 22, 1994 payment to me. Therevised report will show the expenses I incurred on behalf of thecampaign."

Although not in effect during the per'od coveredby the audit, the "personal use of campaign funds" regulations at11 CFR §113.1(g) (1) (i) (E), effective April 5, 1995, state thatNr "personal use" includes but is not limited to the use of funds in7a campaign account for mortgage, rent or utility payments: (1)for any part of any personal residence of the candidate or amember of the candidate's family; or (2) for real or personalproperty that is owned by the candidate or a member of the11 candidate's family and used for campaign purposes, to the extentthe payments exceed the fair market value of the property usage.

Prior to these revised regulations, theCommission's legal interpretation of "personal use" was set forthin the Commission's advisory opinions. Advisory Opinion (AO)1988-13 allowed a candidate to rent space to his campaigncommittee, as long as such rental payments were the usual andnormal charge for the facilities in question and AO 1985-42allowed for campaign funds to be used to pay the rent on anapartment used by a candidate and his campaign staff. AO 1992-1allowed a candidate to be reimbursed by h-s campaign committeefor the following campaign-related expenses: travel, subsistence,telephone, postage and photocopying, as well as requiring thecandidate to provide the Committee with the documentation
required by 11 CFR §102.9(b).

in the interim audAt report, the Audlt staffrecommended that the Committee submit documentation, such asreceipts and utility bills, to document any campaign expensesincurred at the Candidate's residence. The report further noted



that additional recommendations may be warranted regarding anycampaign expenses incurred at the Candidate's residence once thisinformation had been reviewed by the Audit staff.

In the Committee's response to the interim auditreport, the Committee submitted a written statement from theCommittee's former Campaign Manager stating that he had personalknowledge that the Candidate incurred at least $2,500 in expenseson behalf of the Committee prior to the Committee issuing a$2,500 reimbursement check to the Candidate in June 1994 relativeto these expenses. He added that these expenses were as follows:

Newspapers $12.00 per week x 78 weeks a $936.00Meals $11.50 per week x 78 weeks a $897.00
Mileage 40 miles at .26 x 78 weeks a $811.20

The former Campaign Manager further stated thatalthough these expenses on behalf of the Committee exceeded$2,500, the Candidate only received reimbursement of $2,500. Headded that the $2,500 check from the Candidate to the CommitteeN. in August 1995 was made "...because of the confusion over theseries of transactions involving these funds." The Committeefiled an amended Schedule B (Itemized Disbursements) which"revised the "purpose of disbursement" relative to the June 1994payment to the Candidate from "Reimbursement of Loan" to"Reimbursement for 78 wks of meals, mileage, and newspapers."

The Audit staff notes that no documentation, otherthan this written statement, was provided relative to thecampaign expenses incurred by the Candidate at his residence.Currently, 11 CFR 5113.1(g)(1)(ii) states, in part, that theCommission will dete..ine on a case by case basis whetherpayments from campaign funds for expenses such as meals, traveland subsistence would fulfill a commitment, obligation or expense(TZ: that would exist irrespective of the candidate's campaign orduties as a Federal officeholder, and therefore are personal use.

3. Disbursements to the Candidate's Spouse

Twenty of the 165 recordkeeping errors, totaling$62,500, were payments made to the Candidate's spouse. Examplesof the purposes noted by the Committee on the memo line of thechecks and/or recorded in the check register for these paymentswere as follows: services, salary, payroll and consulting. Noconsulting agreements or payroll records were provided to theAudit staff in support of these payments. As a result, we wereunable to determine what services were provided. Cancelledchecks were available for 17 of these 20 payments.

At the exit conference, the Committee's Counselexplained that the 20 disbursements to the Candidate's spousewere related to consulting services she provided in thefundraising area and that no consulting agreement was available.
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He added that there were some press inquiries into this situationduring the audit period and that records exist to support theconsulting services she performed.

Although not in effect during the period coveredby the audit, the "personal use of campaign funds" regulations at11 CFR 5113.1(g)(1)(i)(H), effective April 5, 1995, state that"personal use" includes but is not limited to the use of funds ina campaign account for salary payments to a member of thecandidate's family, unless the family member is providing bonafide services to the campaign. The :egulation adds that if afamily member (which includes the spouse of the candidate)provides bona fide services to the campaign, any salary paymentin excess of the fair market value of the services provided ispersonal use.

As discussed above in Section II.A.2., prior tothese revised regulations, the Commission's legal interpretationof "personal use" was set forth in the Commissions advisoryopinions. Advisory Opinion (AO) 1992-4 concluded that a campaigncommittee could hire the candidate's wife and pay her a salary tocompensate her for services provided to the campaign.

In .he interim audit report, the Audit staffrecommended that the Committee submit documentation, such asconsulting agreements, payroll records or other information, todocument the services provided to the Committee by theCandidate's spouse. The report further noted that additionalrecommendations may be waranted regarding the services providedto the Committee by the Candidate's spouse once this informationhad been reviewed by the Audit staff.

In the Committee's response to the interim auditreport, the Committee submitted a written statement from theC Committee's Assistant Treasurer, explaining that the consulting
arrangement with the Candidate's spouse covered calendar year1994 1/ and is still in effect. She stated that the Candidate'sspouse acted as a fundraising consultant whose duties includedarranging fundraising events, soliciting contributions, preparingthank you notes and purchasing media time for the campaign.

The Audit staff notes that other than this writtenstatement, no consulting agreements, or other informationdocumenting the activities performed by the Candidate's spouse,
were provided.

4. Checks Made Payable to "Cash"

Also Included in the 165 recordkeeping errors were
19 checks, totaling $5,205, made payable to "cash." The Audit

jf The Audit staff notes that nine of the payments to theCandidate's spouse were made in calendar year 1993.



staff determined that the required records were not maintainedrelative to these payments. The recordkeeping deficiencies werein the following categories: (1) missing or inadequate purpose;(2) no record of the name of the recipient of the cash; and, (3)no record of the cash recipient's address. The Committee did notmaintain a written journal relative to the distribution of cash.

The Committee itemized all 19 of these payments onits disclosure reports. One was disclosed as *Petty Cash" andthe remaining 2.8 were disclosed as "Cash." Purposes weredisclosed for all 19 payments but none of the names and addressesof the recipients of the cash were disclosed. The Committee alsodisclosed a $1,000 receipt as a "Refund to petty cash" on March31, 1994 which was possibly related to two checks made payable to"cash," totaling $2,000, dated March 24, 1994 and March 25, 1994.The purpose disclosed for these two payments was "Chicago Trip."At the exit conference, Committee representatives stated that theCommittee did not know who received this cash and that at thistime it would be difficult to determine.

Seventeen of the 19 checks made payable to "cash"were in excess of $100. The excessive portions of these paymentstotaled $3,325. At the exit conference, the Committee wasprovided with a listing of the 19 items made payable to "cash."The Committee's Counsel stated that it was unlikely that the 17payments noted by the Aud 'it staff as in excess of $100 wereexcessive biecause each payment could conceivably be broken downinto several payments of less than $100. We responded that untilthe Committee provided documentation which details how the fundswere spent, the Audit staff would treat each check made payableto cash as a single purchase or transaction.

In the interim audit report, the Audit staffrecommended that the Committee submit amended Schedules B- (Itemized Disbursements), if required, disclosing the names andaddresses of the persons who received the cash from the 19 checksmade payable to "cash" noted above. It was further recommendedthat Committee provide documentation which demonstrated that the2.7 cash payments in excess of $100 complied with 1. CFR 5102.11.
.was also recommended that in the future, theCommittee should adopt and implement procedur-es to insurecompliance with 2. 1 C-FR 5102.12. relat.,ve to checkb payable to"cash-" Furthermore, Aif the Committee decided to set up a pettycash fund, no disbursements should be made to any person inconnection with a single purchase or transaction in excess of$100 and a written journal of all disbursements should bemaintained which includes the name and address of every person towhom any disbursement is made, as well as the date, amount, an-dpurpose of such disbursement.

In the Committee's response to the interim auditreport, the Committee Counsel stated that "'dlespite diligentefforts to determine the purpose of each cash disbursement from
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the 1994 campaign, it is impossible to reconstruct thatinformation with specificitya and that QComittee staff generallyrecalls that many cash payments were for small items that costless than $100 such as food and gas money.- He added that theCandidate's current authorized Committee has implemented newprocedures so that petty cash is handled properly in the future.

The Committee also submitted a written statement fromthe Committee's Assistant Treasurer stating that these revisedprocedures require that the date, amount, payee and purpose foreach petty cash disbursement be recorded in a journal and that ifpayments to the same payee aggregate in excess of $200 in acalendar year, the disbursement is itemized on the Committee'sdisclosure reports.l/ She added that disbursements are alsomonitored to ensure that no cash payments exceed $100.

6/ A record of each payee's address is also required (11 CFR
5102.11).
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C. Disclosure Of Ocuation and Name of Eml r

Section 434(b)(3)(A) of Title 2 of the United StatesCode states, in part, that each report under this section shalldisclose the identification .-f each person (other than apolitical committee) who makes a contribution to the reportingcommittee during the reporting period, whose contribution or

Aizk

9



contributions have an aggregate amount or value in excess of $200within the calendar year, together with the date and amount of
any such contribution.

Section 431(13) (A) of Title 2 of the United States Codedefines the term "identification" as, in the case of anyindividual, the name, the mailing address, and the occupation ofsuch individual, as well as the name of his or her emplollor.

Section 432(i) of Title 2 of the United States Co~istates, in part, that when the treasurer of a political committeeshows that best efforts have been used to obtain, maintain, andsubmit the information requ~.red by this Act for the politicalcommittee, any report or any records of such committee shall beconsidered In compliance with this Act.

Sections 104.7(a) and (b) of Title 11 of the Code ofFederal Regulations state, in part, that when the treasurer of apolitical committee shows that best efforts have been used toobtain, ma&ntain, and submit the information required by the Act,
>1 any report of such committee shall be considered in compliancewith the Act. The treasurer and the committee will only bedeemed to have exercised best efforts if all writtensolicitations for contributions include a clear request for thecontributor's full name, mailing address, occupation and name ofemployer; the treasurer makes at least one effort after thereceipt of the contribution, in either a written request ordocumented oral request, within thirty days of the rtceipt of thecontribution, to obtain the information; and, the treasurerreports a.l contributor information not provided by thecontributor, but in the committee's possession, includinginformation in contributor records, fundraising records andpreviously filed reports, in the same two year election cycle.(The effective date of this regulation was March 3, 1994).§/

The Audit staff reviewed contributions received fromindividuals on a sample basis. This review was limited becauseno computerized file or listing of all contributions receivedduring the audit period was made available. In addition, theCommittee had no system in place to aggregate contributions.

!/ This regulation also includes the provision that todemonstrate best efforts, the written solicitations mustcontain a statement that the requested contributor
,nformation is required by Federal law. However, onFebruary 20, 1996, the Court of Appeals for the D.C.Circuit invalidated the mandatory statement provision.
[Republican Naticnal Committee v. FEC, 76 F.3d 400 (D.C.Cir. 1996J1 The court provided that the following languageappears to satisfy the best efforts requirement: "Federal
law reqires us to use our best efforts to collect the
information." [RNC, 76 F.3d at 406:
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The sample results indicated that for a material numberof the reported entries tested, the occupation and name ofemployer was not disclosed. Ow:r review also indicated that for45% of the items tested, no record was maintained detailing thecontributor's occupation and name of employer.

The Committee was unable to demonstrate that it hadexercised best efforts to obtain, maintain and submit therequired occupation and name of employer information because nowritten solicitations or response materials requesting thisinformation were made available to the Audit staff. Also, noevidence of written or oral requests to contributors for themissing information was provided.,J/ At the exit conference, theCommlittee's Counsel stated that the Committee was unable tolocate these materials.

In the interim audit report, the Audit staffrecommended that the Committee provide the following
documentation or corrective amendments:

0 Solicitation materials which demonstrated that bestefforts had been used to obtain, maintain and submitthe required disclosure informaticn, as well as anyevidence of written or oral requests to contributorsfor this information; or

o Absent such demonstration, the Committee was requestedto make an effo:-t to contact those individuals whosecontributions aggregated in excess of $200 in acalendar year and whose required information wasmissing or incomplete. These contributors were to berequested to submit this information and to be informedthat Federal law required the Committee to disclose
such information;

0 Documentation of any such contacts; and
0 Amended Schedules A (Itemized Receipts) to disclose anyinformation obtained from those contacts.

In the Committee's response to the interim auditreport, the Committee submitted a written statement from theCommittee's Assistant Treasurer explaining that the Committee i.sexercising best efforts to obtain contributor information andthat when a contribution is made in excess of $200 without theoccupation and name of employer, written communication is made tothe contributor to seek the information from the contributor. Asample form requesting this information was enclosed, but there

,2/ The majority of the errors involved contributions datedafter the effective date of the change to 11 CFR 5104.7.The Committee did not satisfy the best efforts provision ofeither the current or former reeculation.



is no evidence that this form was used during the period coveredby the audit. It appears that this form is being utilized by thecurrent authorized campaign committee for this Candidate.

The Committee also submitted a listing of someindividuals who contributed to the Committee in 1994 along withtheir occupation and name of employer information. However, thislisting did not materially correct the errors noted by the Auditstaff during our review. In addition, the Committee filedamended Schedules A relative to the period covered by the audit,but these amendments did not materially correct the disclosure
omissions noted during our review.

D. Contributions Subject to 48 Hour Disclosure Notices

Section 434(a) (6) of Title 2 of the United States Coderequires that each treasurer of the principal campaign committeeof a candidate shall notify the Clerk, the Secretary, or theCommission, and the Secretary of State, as appropriate, inwriting, of any contribution of $1,000 or more received by anyauthorized committee of such candidate after the 20th day, butmore than 48 hours before, any election. This notification shallbe made within 48 hours after the receipt of such contributionand shall include the name of the candidate and the office soughtby the candidate, the identification of the contributor, and thedate of receipt and the amount of the contribution. Thenotification required under this paragraph shall be in additionto all other reporting requirements under this Act.

The Audit staff reviewed all contributions received bythe Committee within two and twenty days of the ConnecticutConvention and General Election to identify all contributions of$1,000 or more. On July 21, 1994, the Candidate ran unopposed inthe Convention and as a result, was required to file 48 hournotices for contributions of $1,V"00 or more received between July2, 1994 and JuLy 18, 1994.10/ Since the date of the GeneralElection was November 8, 1994, the Committee was required to file48 hour notices for contributions of $1,000 or more receivedbetween October 20, 1994 and November 5, 1994. The Audit staffdetermined that the Committee did not file the required 48 hournotices for '6 contributions, totaling $2,000.

At the exit conference, the Committee was provided witha schedule cf these items. No expLanaticn was provided by theCommittee regarding this matter.

-e nerim audit report, the Audit staffrecommended t:A,: the Committee provide an explanation, includingan account of any mitigating circumstances as to why these

10/ As a resu.: cf the Convention, no Primary Run-off Election(scheduled for September 13, 1994) was necessary for the
Candidate.



notices werv not filed or were filed late. In the Committeelsresponse to the interim audit report, a signed statement from theformer Campaign Manager was submitted which stated that he
believed that all required 48 hour notices were '...faxed to theReports Analysis Division of the Federal Election Commissions andthat he could not recall the exact dates on which they were sent.
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!. GENERATION OF MATTER

This matter was generated by an audit undertaken in accordance with 2 U.S.C.

§ 438(b) of Friends tbr Franks ("Committee"). the authorized committee of Gary A. Franks. a

candidate for the Ihouse of Representatives. from 5th l)istrict for the State of Connecticut in

the 1994 elections. Frank Hitchcock is the treasurer of the Commi:ee.

The Audit Division referred this matter to the Office of General Counsel on

January 9, 1997.2 The Audit Division referred three issues: (l! improper recordkeeping for

disbursements and checks made payable to "'z'.sh:" (2) the failure to disclose contributor

occupation and employer name: and (3) the failure to properly report contributions subject to

the 48-hour notification rule. Attachment I

The Office of General Counsel recommends that the Commission find reason to

believe that Friends for Franks. and Frank Hitchcock. as treasurer. violated 2 U.S.C.

§§ 432(c)(5). 432(h)). 434(a)(6). 434(bM3)(A). 434(b)(5)(A,. and 11 C.F.R. §§ 102.9(b).

102.11. and 104.14(b)(1). but take no further action with respect to these apparent violations

and close the file.

!i. FACTUAL AND LEGAL ANALYSIS

During the period audited, the Committee made 327 disbursements totaling-,t. ? I dibrseuied botLing C

S51 1.943.!6. The Committee failed to maintain the supporting records required b% 2 '.S.C.

S432 c )(5) and I I C' F. R. - 1 A 414b i with respect to numerous disbursements, vwhich the

Gar-, A Franks mas unopposed. for nr,,mination. and ,on the 1,4Q-4 ra, , ith 5-2.." oof the ,ote.
fie %%as unseated in the 1996 election

1-he audit coered the period from M i 3. 193 throuh Decerr.r 3 1, 4



Audit Division grouped into four categories: (I) recordkeeping for disbursements; (2) checks

payable to 'cash:" (3) candidate loan reimbursement: and (4) disbursements to the

Candidate's spouse.

A. THE APPLICABLE LAW

The treasurer of a political committee is required to keep an account of tile name and

address of cver y person to whorn any disbursement is made. the date, amount, and purpose of

the disbursement. and the name of the candidate and the office sought by the candidate, if

any. for \%hom the disbursement was made. including a receipt, invoice, or canceled check

for each disbursement in excess of S200. 2 U S.C. * 432(c)(5): 11 C F.R. § 102.9(b). The

Commission's regulations define *'purpose' as a brief statement or description of why the

disbursement %vas made. II C.F.R. § 102.9bi I )i I ). These records must be maintained for

three y'ears after the report is filed. 2 U.S.C. § 432 d).

In addition, a treasurer must report the name and address of each person to whom an

aggregate expenditure of over $200 is paid in a calendar year. together with the date, amount.

and purpose of each operating expenditure 2 U S.C. § 434(b)(5)A). A treasurer who is

required to make such a report also must maintain records. "'including vouchers, worksheets.

receipts. bills and accounts. which shall provide in sufficient detail the necessary information

and data from v hich the filed reports and statements may be verified, explained, clarified.

and checked for accurac% and completeness" CT F R. § 14.14!b 1). Moreover, such

r,..:ords must he kept available tOr audit. inspec:1-., c,'r examination h% the Commission or its

representaties. I I C.F.R. I o14 -(blb3 i Fhese supporting records must be maintained fbr

at least three years after the report or statement is flied. 1,1



A political committee may maintain a petty cash fund for disbursements of $100 or

less. 2 U.S.C. § 432(h)(2) I I C.FR. § 102.11. If a petty cash fund is maintained, a political

committee must maintain a written journal which includes the name and address of every

person to whom a disbursement is made. as well as the date, amount and purpose of the

disbursement. i

Committees must disclose the identity of each person who makes a contribution

during the reporting period which alone, or combined with other contributions from that

person within the calendar year. has an aggregate value in excess of $200. 2 U.S.C.

§ 434(b)(3)(A). In the case of a contributor who is an individual, identification requires that

a political committee report the contributor's name. mailing address, occupation and the

name and address of his or her employer. 2 U.S.C. § 431(13)(A). A treasurer of a political

committee who shows that best efforts have been used to obtain, maintain and submit

information required by the Act is deemed in compliance with the Act. 3 2 U.S.C. § 432(i).

During the first part of the period covered by the audit. May 13, 1993 through March

2. I q94. the Commission's regulation implementing the "best efforts" rule required the

treasurer ofa political committee to show,, that the original solicitation included a clear

request for the required information and informed the contributor that the reporting of the

information %%as required by law. 11 C.F.R, § 104, 7(b). amended b, 58 Fed. Reg. 57,725,

7.72Q P3). Effective March 3. 1994. the "best efforts" rute required that a treasurer make

A.ct re:ers to. FeJdr, 17lection Canipagn Act of !14"]. as amended. 2 U.S.C. §§ 431 et seq
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a follow-up request for the information from contributors who have not disclosed the

required information. Id.

The treasurer of a candidate's principal campaign committee must give written notice

of any contribution of $1,000 or more received between 20 days and 48 hours pr.. , to any

election. 2 U.S.C. § 434(a)(6). The notification must be given within 48 hours after receipt

of the contribution. Id The notice must include the name of the candidate, the office sought,

the identification of the contributor, and the date of receipt and amount of the contribution.

Id

B. RECORDKEEPING FOR DISBURSEMENTS AND CHECKS MADE
PAYABLE TO "CASH"

During the audit, the Audit Division concluded that the Committee failed to keep a

record of the payee's address for 165 disbursements, totaling $194,03". See II C.F.R.

§ 102.9(b). The Committee also failed to keep a record of the payee name and/or purpose of

the disbursement, and failed to keep a canceled check or other receipt, for many of these 165

disbursements. Id

These 165 disbursements included 19 checks payable to "cash." totaling $5,205.

Seventeen of these checks to "cash" were in an amount in excess of $100. At the exit

conference, the Committee's counsel stated that the 17 checks paid to cash in amounts in

4 The United States Court of Appeals for the District of Columbia Circuit upheld the additional
requirement of the follow-up request. but it struck down the part of the Commission's regulation ,hicL
mandated that the follow-up request state that federal law requires a committee to report the informattc-.
for each contributor, holding that such a statement did not correctly state the requirements of the statute.
Republican National Commattee, ei al v FEC, 76 F.3d 400 (D.C. Cir. 1996). cert denied U.S.
117 S.Ct. 682. 136 L Ed.2d 607 (1997) Following the decision in Republican .Vatonal ('ommittee,
I 1 C.F.R. § 104.7I(b) was again amended and. effective Jul, 2, 1997, a follow-up request mast contain an
accurate statement of federal law regarding the collection and reporting of contributor information.
II CFR. § 104 7ib). amende'dbY 62 Fed. Reg. 23,335. April 30. 1997:62 Fed. Reg. 35,670, Jul% 2 1997.



excess of $100 could be divided into several payments of less than $100. However. the

Committee did not maintain a written ledger for petty xsh dis;arsements. See 2 U.S.C.

§ 432(h)(2) and 1 C.F.R. § 102.11. The Interim Audit ; , -ecommended that the

Committee submit amended Schedules B (itemized i).burs : .. A.-I setting forth the names

and addresses of the recipients of the ! 9 checks payable to c .h. Md that the Committee

provide records to substantiate its claim that the disbursemer i, t--] not exceed $100 with

respect to any person per purchase or transaction.

Following the exit conference and the interim Audit Report, the Committee provided

additional information with respect to payees' identities and addresses and the purposes of

the distributions, but it still failed to satisfy minimum recordkeeping requirements with

respect to 29 disbursements, totaling S 12.440, including the 19 checks payable to cash. See

r 11 C.F.R. § 102.9(b). Specifically the Committee (1) failed to keep a record of the payee's

C address for seven disbursements, totaling $1,160; (2) failed to keep a record of the payee's

name and address for six disbursements, totaling $1,080, (3) failed to keep a record of the

payee's name and address and the purpose for 11 disbursements, totaling S3.775- (4) failed to

keep a record of the payee's address and the purpose for three disbursements, totaling $750;

(5) failed to keep a record the purpose of one $675 disbursement: and (6) failed to keep a

canceled check for one $5.000 disbursement.

With respect to the checks paid to cash. the Committee's response to the Interim

Audit Report states that it was not possible for the Committee to reconstruct the payment

information, but that Committee staff recalls that the expenditures were generally for cash

disbursements of less than $100 for items such as tood and gas. The Comr;ittee's



representations suggest that the checks paid to cash were in fact funding a defacto petty cash

account. However, the Committee's representations of its staffs general recollections of the

purposes of the checks paid to "cash" do not satisfy the requirements that a political

committee keep an account of. and report. the payee name. payee address and purpose of

campaign disbursements. 2 U.S.C. §§ 432(c)(5). 434(bX5XA); I I C.F.R. § 102.9(b). Even

if the Committee is correct in its representation that the payments could be divided into

expenditures of less than $1 00, the Committee should have maintained a journal of such petty

cash expenditures. 2 U.S.C. § 432(hX2); I I C.F.R. § 102.11.

Therefore, the Office of General Counsel recommends f'-at the Commission find

reason to believe that Friends for Franks, and Frank Hitchcock. as treasurer, failed to keep an

account of the payee name, payee address and purpose of 29 expenditures in the amount of

$12,440 in violation of 2 U.S.C. § 4 32(cX5) and I C.F.R. § 102.9(b). The Office of

General Counsel recommends that the Commission also find reason to believe that Friends

for Franks, and Frank Hitchcock. as treasurer, failed to report the payee name, payee address

and purpose of these 29 expenditures in violation of 2 U.S.C. § 434(bX5XA). Moreover.

this Office recommends that the Commission find reason to believe that Friends for Franks,

and Frank Hitchcock, as treasurer. failed to maintain a written journal of petty cash

expenditures $10') or less. in violation of 2 U.S.C. § 432(hX2) and I I C.F.R. § 102.11.

C. CANDIDATE LOAN REIMb:"RSEMENT

The Committee reported receipt of a S2.500 loan from the candidate on its April 1994

Quarterly report and again on its July 1994 Quarterly report. However, the Audit Division

\\as unable to locate any deposits reflecting the Committee's receipt of funds from the
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candidate. The Committee also paid $2,500 to the candidate by a check which cleared the

Committee's account on June 22, 1994, and reported the transaction as reimbursement of a

candidate loan.

The candidate provided a written statement to the Commission, dated August 25,

1995, in which he explained that he wrote a $2,500 check as a loan to the Committee to meet

a fundraising goal. but later when the goal v.as met, asked the Committee to nullify the loan

and return the check. Attachment 2. The candidate explained that the Committee then

informed him that the check had been misplaced. Id Because the loan had already been

reported to the Commission. the Committee reported a repayment so as "to balance the

campaign t,,oks from an accounting perspective." Id

With respect to the S2.500 check paid to the candidate, the candidate stated tL.At the

payment was reimbursement for -travel, phone, rent, meals, utilities and mist:'laneous

expenses." Id The candidate concluded that he would "contribute~ (i.e., repay) $2,500 to his

campaign and forgo reimbursement of the alleged expenses as an "'in-kind" contribution to

the campaign. Id

At the exit conference, the Audit Division requested documentation to support the

candidate's claimed expenses. but was informed by the Committee's counsel that the records

were not available. Follow1,ing the exit conference, the candidate provided an additional

written statement. dated September 20. 1995. in which he reiterated his previous written

statement. confirmed that he had repaid $2.500 to the Committee. and stated that the



Committee's quarterly reports would be amended to reflect these representations.

Attachment 3.5

The Interim Audit Report recommended that the Committee suomit documentation to

support the cliimed campaign expenses for which the candidate received reimbursement.

The Committee's resxnse included a written statemneat from the candidate's former

-i~',pn manager, dated June 21, 1996. Attachment 4. Therein, the campaign manager

represented mat he had personal knowledge that the candidate incurred the following

expenses over a 78-week period:

Newspapers: $936.00 ($12.00/week)
Mea!s $897.00 (11.50/week)
Mileage $811.20 (40 miles/week at $0.26/mile)

The Committee's treasurer was required to maintain records such as "vouchers,

.. 'orksheets. receipts, bills and accounts... ," to substantiate the claimed expenditures.

II C.F.R. § 104.14(bX ! The campaign manager's brief after-the-fact statement does not

meet this standard, and furthermore, is inconsistent with the candidate'. earlier statements

that the expenses for which he received reimbursement include, among other things,

telephone. rent and utility expenses. Therefore. the Committee failed to maintain sufficient

records for the Audit staff to verify the $2.500 in expenditures for accuracy and completeness

as required by I I C.F.R. § 104.14(b)(1).

The Office of General Counsel recommends that the Commission find reason to

believe that Friends for Franks. and Frank Hitchcock. as treasurer, failed to maintain

sufficient records from which a $2.500 disbursement to the candidate may be verified and

The Committee filed an amended Schedule B. in which the stated purpose of the June 1994
pa ment to the candidate ' as "[reimbursement for 78 v, ks of meals. mileage and newspapers."
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checked for accuracy and completeness, in violation of 2 U.S.C. § 432(cX5) and I I C.F.R.

§ 104.14(b)( i). but take no further action. In addition, because the failure to maintain

supporting records prevents the Commission from evaluating whether the $2,500 disbursed

to the candidate may have in fact been improperly converted to the candidate's personal use,

the Ottice of General Counsel recommends that the Commission send the Committee an

,'.ppropriate letter admonishing the Committee that 11 C.F.PR § 104.14(b)X I) requires the

treasurer of a political committee to maintain sufficient records from which disbursements

may be verified and checked for accuracy and completeness.6 See 2 U.S.C. § 439a.

D. DISBURSEMENTS TO THE CANDIDATE'S SPOUSE
During the period covered by the audit. the Committee made 20 pa)ments to the

candidate's spouse, totaling $62.500. At the exit conference, the Committee's counsel stated

INr that the disbursements were for consulting and fundraising services provided by the

co candidate's spouse. The Committee's counsel also stated that no consulting agreement was

available, but that records exist to support the claim.

C The Interim Audit Report recommended that the Committee submit documentation to

demonstrate that the candidate's spouse in fact provided services to the campaign. In its

response to the Interim Audit Report. the Committee submitted an unsworn statement from

its assistant treasurer stating that the candidate's spouse acted as a fundraising consultant

whose duties included arranging fundraising events, soliciting contributions, preparing thank

you notes and purchasing media time. Attachment 5. The assistant treasurer's statement

Amounts recet,,ed b% a candidate &, contributions may not be con% erted to personal use by any
person. other than to defray an- ordinarv and necessar, expenses incurred in connection with his or her
duties as a holder o. Fe&,ral office. 2 U.' sC § 439 a. The Commission decides on a case by case basis
%% hether the use of funds from a campaign account for meal expenses. vehicle expenses and other purposes
is prohibited -personal use." II C FR 11-3 1UgXb iii.



contains no detailed information regarding the terms of the consulting agreement between the

Committee and the candidate's spouse, or the relationship between the services she provided

and the amounts paid to her.

The Committee's treasurer was required to maintain records such as "vouchers,

worksheets, receipts, bills and accounts." to substantiate the claim that the payments to the

candidate's spouse were expenditures for consulting services. 2 U.S.C. § 432(cX5);

I I C.F.R. § 104.14(bX1). The assistant treasurer's after-the-fact written statement does not

meet this standard. The Committee therefore failed to maintain sufficient records for the

Audit staff to verify and check for accuracy and completeness the payments to the

candidate's spouse as required by 11 C.F.R. § 104.14(bX 1).

The Office of General Counsel recommends that the Commission find reason to

'IT- believe that Friends for Franks, and Frank Hitchcock, as treasurer, failed to maintain

0 sufficient records from which 20 disbursements to the candidate's spouse. totaling $62,500.

may be verified and checked for accuracy and completeness, in violation of 2 U.S.C.

§ 432(c)(5) and I I C.F.R. § 104.14(bX 1). but take no furthcr action. If the Commission

approves this recommendation, because the failure to maintain supporting records prevents

the Commission from evaluating whether the S62.500 disbursed to the candidate's spouse

may have in fact been improperly converted to the candidate's spouse's personal u.:, the

Office of General Counsel will send the Committee an appropriate letter admonishing the

Committee that I I C.F.R. 1 104.14(b)( 1) requires the treasurer of a political committee to



maintain sufficient records from which disbursements may be verified and checked for

accuracy and completeness. 7

E. DISCLOSURE OF OCCUPATION AND NAME OF EMPLOYER

The Audit Division conducted a sample review of contributions received from

individuals and ftund that the contributor's occupation and name of employer were not

reported for 18% of the sample group. See 2 U.S.C. §§ 431(13)A). 434(bX3XA). The Audit

Division also determined that the Committee had no system for determining the aggregate

amount of contributions received from individual contributors. During the audit, the

Committee did not provide any records related to the solicitation of campaign contributions,

or records related to written or documented oral follow-up requests to contributors for the

missing information. Se II C.F.R. § 104.7(b).

The Interim Audit Report requested that the Committee provide copies of materials

related to the solicitation of contributions and records verifying that written or documented

oral follow-up requests for the missing contributor information had been made. The Interim

Audit Report further requested that, if the Committee was unable to provide such records, it

should make follow-up requests for the missing contributor information, provide

The Commission has previousl% decided that a campaign committee may pay a salary to a
candidate's spouse to compensate the spouse "'or se..N ices provided to the campaign." Advisory Opinion
1992-4 at 2. The payment of campaign funds to a candidate's spouse therefore is not prohibited "personal
use" if the payment is in exchange for services actuall% provided by the spuse. Subsequent to Advisor,,
Opinion 1992-4 and the period covered by the audit, the Commission's regulations were amended to
provide that the prohibited "personal use" of campaign funds includes payment of salary to a member of
the candidate's family "unless the famil member is proiding bonafide ser ices to the campaign.
I I C.F.R. § 113.1 gK I )&I H, ,.). The Commission made this amendment in order to be consistent with
the Commission's existing polic% as reflected in Adisor% Opinion 1992-4. Explanation and Justification
for I I C.F.R I 13.l(gx I i IHL 60 Fcd Rc. ".862.7.866 (Februan 9, 1Q95..



documentation of such requests and file amended Schedules A (Itemized Receipts) disclosing

any information obtained from those requests.

The Committee's response was a statement from its assistant treasurer, dated June 21,

1996, describing how the candidate's campaign committee for the 1996 election ("Franks for

Congress*") was complying with the -"'tx- efforts" rule. and a sample form used by that

committee for follow-up requests. Attachment u. However, because the statement addressed

only the 1996 Committee's procedures. it did not demonstrate that best efforts had been used

with respect to contributions received by Friends for Franks during the 1994 campaign cycle,

and therefore is not sufficient.

Therefore. the Office of General Counsel recommends that the Commission find

reason to believe that Friends for Franks, and Frank Hitchcock, as treasurer, failed to disclose

the identity of each person who made a contribution during the reporting period which alone,

or combined with other contributions from that person within a calendar year, had an

aggregate value in excess of $200, in violation of 2 U.S.C. § 434(bX3XA), but take no

further action.

F. CONTRIBUTIONS SUBJECT TO 48-HOUR DISCLOSURE NOTICE

The Committee was required to file 48-hour notifications for contributions received

between July 2 and July 18. 1994 for the primary election, and October 20 and November 5,

1994 for the general election. The Audit Division determined that the Committee did not file

the required reports tbr a total of 16 contributions, totaling $20.000. received during these

periods. At the e:xit conference, the Commiuee offered no explanation for its failure to file

48-hour notifications for these contributions.



The Interim Audit Report recommended that the Committee submit an explanation

for its failure to file the 48-hour notices and an account of any mitigating circumstances. The

Committee's response to the Interim Audit Report included a statement from the campaign

manager that 48-hour notices were timely filed by facsimile transmission directed to the

Reports Analysis Division of the Commission. Attachment 7. However. no documentation,

such as fax confirmation sheets or phone records, was submitted in support of this

contention.

The Office of General Counsel recommends that the Commission find reason to

believe that Friends for Franks, and Frank Hitchcock. as treasurer, failed to report within 48

hours the receipt of 16 contributions, totaling $20.000, contributed between July 2 and July

18, 1994 and October 20 and November 5, 1994. in violation of 2 U.S.C. § 434(a)(6), but

take no further action.

G. CONCLUSION

The Office of General Counsel recommends that the Commission take no further

action with respect to the matters identified in this Report- because a substantial period of

time has passed since the 1993-1994 election cycle. Furthermore, the candidate lost his seat

in the subsequent 1996 general election. Finally, with the exception of the matter of

disbursements to the candidate's spouse, the amounts involved in the matters identified in

this Report are relativ ly modest. Accordingly. this Office recommends that the Commission

exercise its prosecutorial discretion based on the circumstances of this case and consistent

with the proper ordering of the Commission's resources and priorities, take no further action



against Friends for Franks. and Frank Hitchcock. as treasurer, and close the file. See Heckler

v. Chaney'. 470 U.S. 821 (1985).

Ill. RECOMMENDATION

The Office of General Counsei recommends that the Commission:

I. Find reason to believe that Friends for Franks. and Frank Hitchcock, as
treasurer, failed to keep an account of the payee name, payee address and purpose of
expenditures in violation of 2 U.S.C. § 432(c)(5) and 11 C.F.R. § 102.9(), and take no
further action.

2. Find reason to believe that Friends for Franks, and Frank Hitchcock, as
treasurer, failed to report the payee name. payee address and purpose of expenditures in
violation of 2 U.S.C. § 434(b)(5)(A). and take no further action:

C) 3. Find reason to believe that Friends for Franks, and Frank Hitchcock, as
treasurer. failed to maintain a written journal of petty cash expenditures less than $100, in
violation of 2 U.S.C. & 432(h X2) and 11 C.F.R. § 102.11, and take no further action;

4. Find reason to believe that Friends for Franks, and Frank Hitchcock, as
treasurer. failed to maintain sufficient supporting records of expenditures and disbursmnents
inviolation of 2 U.S.C. § 432(c)(5) and 11 C.F.R. § 104.14(bX ), and take no further action;

co 5. Find reason to believe that Friends for Franks, and Frank Hitchcock, as
treasurer. failed to disclose the identity of each person who rr,e a contribution during the
reporting period which alone, or combined with other contributions from that person within a
calendar year. had an aggregate value in excess of $200. in violation of 2 U.S.C.

C § 434(b)(34A). and take no further action:

6. Find reason to believe that Friends tbo Franks. and Frank Hitchcock, as
treasurer, failed to report within 48 hours the receipt of contributions in violation of 2 U.S.C.
§ 434(a)(6). and take no further action.
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7. Send the appropriate admonishment letter, and

8. Close the file.

Lawrence M. Noble
General Counsel

E~te t - " Kim Bright-Co man
Associate General Counsel

Attabmmts:

1. Referral Memorandum, dated January 9.1997
2. Statement of Gary A. Franks, dated August 25. 190 5
3. Statemuent of Gary A. Franks, dated September 20. 1995
4. Statement [of Richard L. Genua] Regarding $2.500 Reimbursement, dated June 21, 1996

- 5. Statement [of Marita Thompson] Regarding Consulting Agreement with Donna Franks, dated
June 21, 1996

6. Statement [of Marita Thompson] Regarding Petty Cash and Best Efforts, dated June 21, 1996
7. Statement [of Richard L. Genua] Regarding Forty-Eight Hour Reports . dated June 21, 1996



BEFORE THE FEDERAL ELCTION COSS(ISION

In the Matter of )
)

Friends for ?ranks and Frank ) NUR 4611
Hitchcock, as treasurer.

I, Marjorie W. sme, Secretary of the Federal Election

Comission, do hereby certify that on September 21, 19S7, the

Comission decided by a vote of 5-0 to take the fol3c, ni

actions in MUR 4611:

1. Find reason to believe that Friends £or
Franks and Frank Hitchcock, as trea-a.rez-,
failed to keep an account of the paybe sxe,
payee address and purpose of expenditu:-j in
violation of 2 U.S.C. 1 432(e)'5) and
11 C.F.R. I 102.9(b), and take no further
ac-ion.

2. Find reason to believe that Friends for
Franks, and Frank fHitchcock, as treasurer,
failed to report the payee name, payee
address and purpose of expenditures in
violation of 2 U.S.C. I 434(b)(5)(A), and
take no further action.

3. Find reason to believe that Friends for
Franks, and Frank Hitchcock, as treasurer,
failed to maintain a written journal of petty
cash expenditures less than $100, in
violation of 2 U.S.C. I 432(h)(2) and
11 C.F.R. 5 102.11, and take no further
action.

4. Find reason to believe that Friends for
Franks, and Frank Hitchcock, as treasurer,
failed to maintain sufficient supporting
records of expenditures and disbursements in
violation of 2 U.S.C. I 432(c)(5) and
11 C.F.R. 5 104.14(b)(1), and take no further
action.

(continued)
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5. Find reason to believe that Friends for
Franks and Frank Hitchcock, as treasurer,
failed to disclose the identity of each
person who made a contribution during the
reporting period which alone, or combined
with other contributions from that person
within a calendar year, had an aggregate
value in excess of $200, in violation of
2 U.S.C. I 434(b)(3)(A), and take no fuether
action.

6. Find reason to believe that Friends for
Franks and Frank Hitchcock, as treasurer,
failed to report within 48 hours the receipt
of contributions, in violation of 2 U.S.C.
I 434(a)(6), and take no further action.

7. Send the appropriate admonishment letter, as
recommended in the General Counsel's Report
dated September 4, 1997.

8. Close the file.

O Commissioners Aikens, Elliott, McDonald, KcGarry, and

Thomas voted affirmatively for the decision.

Attest:
C

Secre ry of the Comission

Received in the Secretariat: Fri., Sept. 05, 1997 12:23 p.m.
Circulated to the Commission: Mon., Sept. 08, 1997 11:00 a.m.
Deadline for vote: Thurs., Sept. 11, 1997 4:00 p.m.

bjr
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FEDERAL ELECTION COMMISSION
WASN"WK DO.C O.HU

O01.r 04. low

Friends for Franks, and Frank Hitchcock. as tmsure
c/o Kenneth A. Gross, Esqir Cousel of Record
Skadden, Arps, Slate, Meagr & Floa
1440 New York Avenue, N.W.
Washington, D.C. 20005-2111

RE: MUR 4611
Friends for Franks and Ftank as

Dear Mr. Gross:

On September 11, 1997, the Fedal Electio Commmi foun m believe t
your client, Friends for Franks, and Frm h as t1mas , viobtd 2 U.S.C.§§ 432(cX5); 432(hX2); 434(aX6); 434(bX3XA) and 434(bXSXA), I ofthe Federa
Election C~impaign Act of 1971, as amnded. However, aftr oMsiden ticsn of
this matter, the Commission also dtermisd to take w. .ther action aid ck d its fi. The

r General Counsel's Report which formed a basis for the Commission's finding is ttached for
N. your information.

The Commission reminds your client that its failure to keep sufficient records from
which disbursements may be verified and checked for accuracy and completeness is a violation
of 1 C F.R. § 104.14(bX). Your clint should take steq to ensure that this activity does nM
occur in the future.

The confidentiality provisions at 2 U.S.C. § 437g(a)(12) no longer aIply and this matter
is now public. In addition, although the complete file must be placed on the public record within
30 days, this could occur at any time following certification of the Commission's vote. If you
wish to submit any factual or legal natals to appear on the public record, please do so as soon
as possible While the file may be placed on the public record before receiving your additional
materials, any permissible submissions will be added to the public record upon receiix



IM 4611 .eNumb b F lmi P Ib H~co s Vnin
Law w Km&h k Gei mquh

Ifyu 1hM y quC:tIUaft JUd J. Rm, i. w omam* a. di
nier, at (202) 219-3690.

Federal Election Commission

Enclosure: GCnral Counsel Report

cc: Gary A. Franks



0 0

FEDERAL ELECTION COMMISSION
AASHINC 0% DC 2046)

THIS IS TE END UCU.J# * 11

DATE F IJLED Lf-AY- 7CN'E ND. _,g

-AEW 1L

..........


