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SUBJECT: North Dakota Republican Party (A11-11) — Referral Matters

On February 3, 2014, the Commission approved the Proposed Final Audit Report on the
North.Dakota Republican Party. The report was released to the public on February 12, 2014. In
accordance with the Materiality Thresholds for Unauthorized Committees, the Final Audit
Report of the Commission includes a finding that meets the criteria for referral to the Office of
General Counsel.

Finding 1.A. — Misstatement of Financial Activity — Most Recent Reports Filed Prior
to the Audit. This section of the finding is being referred to your office because, for 2009, the
absolute value of identified receipt errors was greater than 15% of correct reportable receipts.
Also, in 2010, the reported amounts for both receipts and disbursements was misstated by more

- than 10% of the correct reportable amounts and each misstatement was greater than $100,000.

Finding 1.B. — Misstatement of Financial Activity - Original Reports Filed. This
section of the finding meets the criteria for referral to the Office of Alternative Dispute
Resolution. However, in accordance with the referral policy, both matters are being referred to
your office. This matter is being referred because expenditures, as originally reported, were
misstated by more than 20% of the correct reportable amount.




—AM-workpapers-and-related-documentation-are-available-for-review-in-the.Audit-Division

Should you have any questions regarding these matters, please contact Brenda Wheeler or
Kendrick Smith at 694-1200.

Attachments: Finding 1.A. — Misstatement of Financial Activity — Most Recent Reports Filed
Prior to the Audit
Finding 1.B. — Misstatement of Financial Activity — Original Reports Filed
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Summary

A comparison of NDRP’s bank activity with its most recent amended reports prior to the
audit revealed material misstatements in 2009 and 2010. In addition, a comparison of
NDRP’s bank activity with its original reports for 2009 and 2010 also revealed material
misstatements.

In response to the Interim Audit Report recommendation, NDRP attempted to correct the
public record by filing amended disclosure reports. However, the amendments only
materially corrected receipts for 2010. Receipts for 2009 and disbursements for 2009 and
2010 remained misstated. Subsequent to the receiving the Draft Final Audit Report,
NDREP filed additional amended disclosure reports for 2009 and 2010. These
amendments materially corrected the misstatements. Regarding the understatement of
disbursement activity on NDRP’s original reports, NDRP did not submit any comments
in response to the Interim Audit Report recommendation or after receiving the Draft Final
Audit Report.

The Commission approved a finding that NDRP misstated the beginning cash-on-hand
balance in 2009 and receipts and disbursements in 2009 and 2010 on the most recent
reports filed as of audit notification. In addition, the Commission approved a finding that
NDREP filed original disclosure reports for 2009 and 2010 that materially understated its
disbursements.

Legal Standard _
Contents of Reports. Each report must disclose:
e the amount of cash-on-hand at the beginning and end of the reporting period;
e the total amount of receipts for the reporting period and for the election cycle;
e the total amount of disbursements for the reporting period and for the election
" cycle; and
e certain transactions that require itemization on Schedule A (Itemized Receipts) or
Schedule B (Itemized Disbursements). 2 U.S.C. §434(b)(1), (2), 3), (4) and (5).

Facts and Analysis
A. Misstatement of Financial Activity — Most Recent Reports Filed Prior to the
Audit

1. Facts i

As part of this audit, the Audit staff reconciled NDRP’s reported financial activity
with its bank records for 2009 and 2010. The following charts outline the
discrepancies between NDRP’s disclosure reports and its bank records. -Succeeding
paragraphs explain why the discrepancies occurred. .
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2009 Committee Activity
Reported Bank Records Discrepancy
Beginning Cash-on-Hand $15,496 $2,151 $13,345
@ January 1, 2009 Overstated
Receipts $563,007 $584,942 ($21,935)
Understated
Disbursements $497,890 $515,172 ($17,282)
Understated
Ending Cash-on-Hand $80,613 $71,921 $8,692
@ December 31, 2009 Overstated
1 The overstatement of beginning cash-on-hand of $13,345 likely resulted from prior-
| period discrepancies.
é The understatement in receipts resulted from the followmg
Q  Transfers from non-federal account, not reported’ $ 94,500
2 « Non-federal receipts reported in error® (85,230)
% * Receipts not reported 12,811
5 ¢ Unexplained difference (146)
8 Net Understatement of Receipts $ 21,935
3
' The understatement in disbursements resulted from the following. _
 Debits and checks that cleared the bank, not reported $ 25,492
« Reported disbursements that did not clear bank accounts (8,629)
» Unexplained difference 419
Net Understatement of Disbursements $ 17,282
The misstatements described above resulted in the overstatement of ending cash-on-
hand by $8,692.
2010 Committee Activity
. Reported Bank Reécords Discrepancy
Beginning Cash-on-Hand $80,613 $71,921 $8,692
@ January 1, 2010 overstated
Receipts $982,166 $1,141,428 ($159,262)
: ' understated
Disbursements $979,328 $1,202,310 ($222,982)
_ understated
‘Ending Cash-on-Hand $83,451 $11,039 $72,412
December 31, 2010 overstated

' In July 2009, NDRP failed to disclose two transfers ($60,000 and $34,500) from its non-federal account

to its federal account.

% These receipts consist of individual ($83,865) and PAC ($1,365) non-federal contributions that NDRP
deposited into a non-federal account but mlstakenly included in its disclosure reports. .



® @ ;

YOO DN o bt

—The-tinderstatement=in-receipts-resulted-from-the-foowing:

* Transfers from non-federal account, not reported $ 20,318
* Republican National Committee transfers, not reported 79,400
+ Non-federal political action committee contributions
reported in error (2,050)
* Bank interest received, not reported 236
» Unexplained difference 61,358
Net Understatement of Receipts $ 159,262
The understatement in disbursements resulted from the following.
« Media and operating disbursements, not reported’ $ 244,047
» Transfers to non-federal accounts, not reported 20,475
* Inter-account transfers reported in error’ (37,151)
+ In-kind contributions, not reported . 7,448
* Disbursements reported twice (7,936)
* Unexplained difference (3.901)
Net Understatement of Disbursements $ 222,982

The misstatements described above resulted in the overstatement of ending cash-on-
hand by $72,412. '

2. Interim Audit Report & Audit Division Recommendation

The Audit staff discussed the misstatements for 2009 and 2010 with NDRP
representatives during the exit conference and provided copies of relevant work papers
detailing the misstatements. The representatives asked questions and made comments
regarding the reconciling adjustments presented and stated that the necessary amended
reports would be filed in response to the Interim Audit Report.

The Interim Audit Report recommended that NDRP amend its disclosure reports to
correct the misstatements noted above and reconcile the cash-on-hand balance on its
most recent report to identify any subsequent discrepancies that may have affected the
recommended adjustments. Further, NDRP was to adjust the cash-on-hand balance as
necessary on its most recent report, noting that the adjustment was the result of prior-
period audit adjustments.

3. Committee Response to Interim Audit Report

In response to the Interim Audit Report recommendation, NDRP filed amended
disclosure reports for 2009 and 2010. However, these amendments did not materially
correct the receipt or disbursement misstatements. To assist NDRP with correcting the
public record, the Audit staff thoroughly discussed the adjustments needed to
materially correct the reports for both years. NDRP filed a second set of amended
reports. However, these reports only materially corrected receipts for 2010. Receipts
for 2009 and disbursements for 2009 and 2010 remained misstated. As such, NDRP
had not fully complied with the Interim Audit Report recommendation.

3 These disbursements consist of media ($109,722), operating ($124,511) and merchant fee ($9,814)
payments that cleared the bank account but were not reported by NDRP in its disclosure reports.

* NDRP mistakenly included these inter-account transfers in its disclosure reports as operating
expenditures.
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In the Draft Final Audit Report, the Audlt staff stated that NDRP had not fully
complied with the Interim Audit Report recommendation by filing amended disclosure
reports that materially corrected the misstatements for 2009 and 2010.

5. Committee Response to the Draft Final Audit Report
In response to the Draft Final Audit Report, NDRP submitted additional amended
disclosure reports that materially corrected the misstatements for 2009 and 2010.

B. Misstatement of Financial Activity — Original Reports Filed

1. Facts

[n addition to examining NDRP’s most recent reports filed prior to the audit
notification, the Audit staff compared NDRP’s original reports filed with bank records
and discovered a $657,482 understatement of disbursements over the two-year period
(2009 and 2010)°. As noted in the charts above, the latest amendments filed prior to
this audit also included a net understatement of disbursements totaling $240,264
($17,282 in 2009 plus $222,982 in 2010). Therefore, the latest amendments filed prior
to this audit did not correct all of the understated disbursement activity for the two-
year period®.

2. Interim Audit Report & Audit Division Recommendation

The Audit staff discussed the understatement of disbursements on its original reports
filed with NDRP representatives during the exit conference and provided copies of
relevant work papers detailing the disbursements not reported. The representatives
had no specific comments at the time.

The Interim Audit Report recommended that NDRP submit any additional information
or written comments it considered relevant to this matter.

3. Committee Response to the Interim Audit Report
NDRP did not submit any additional information or written comments regarding this
matter in its response to the Interim Audit Report recommendation.

4. Draft Final Audit Report

In the Draft Final Audit Report, the Audit staff noted that NDRP did not submit any
comments regarding the understatement of disbursements in its original reports.
Further, no additional comments were submitted subsequent to the Draft Final Audit
Report.

Commission Conclusion

On December 17, 2013, the Commission considered the Audit Division
Recommendation Memorandum in which the Audit staff recommended that the
Commission find that NDRP misstated the beginning cash-on-hand balance in 2009

5 This figure includes the $17,282 and $222,982 understatement of disbursements from 2009 and 2010,
respectively, discussed in Section A (Misstatement of Financial Activity — 2009 and 2010).

¢ On average, NDRP filed four amended reports per reporting period. There were seven reporting periods
during 2010 in which NDRP filed six or more amendments for the reporting period.



® @ :

a-nd:reee—i-pts:and—.disbur:sement-s—.i-n.—2-0.09_-.and=20-140.-:0n.-the;mostcrcccnt:rc.pgr-.ts=ﬁlcd_.ils.-_of_._ S——

COCOUL DTN DD st

audit notification. In addition, the Audit staff recommended that the Commission find
that NDRP filed original disclosure reports for 2009 and 2010 that materially
understated its disbursements.

The Commission approved the Audit staff’s recommendations.



