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REPORTS ANALYSIS DIVISION REFERRAL
TO

ALTERNATIVE DISPUTE RESOLUTION OFFICE

DATE: March 18,2016

ANALYST: Laura Beaufort

L COMMITTEE: . Cotton for Senate
C00499988
Theodore V. Koch, Treasurer (4/22/15 - present)
Bradley T. Crate, Treasurer (11/7/12 - 4/21/15)
P.O. Box 379
Dardanelle, AR 72864

II. RELEVANT STATUTES: 11 CFR §104.3(a)(3)
52 U.S.C. § 30104(b)(2)

III. BACKGROUND:
Failure to Provide Supporting Schedules (Failure to Disclose All Financial Activity)

Cotton for Senate (“the Committee””) amended its 2014 30 Day Post-General Report
to disclose additional receipts of $155,050.00, which were not disclosed on the original
report (Attachment 2).

On December 4, 2014, the Committee filed its original 2014 30 Day Post-General
Report, covering the period from October 16, 2014 through November 24, 2014. This
report disclosed receipts totaling $721,421.82 on Line 11(a)(i) (Itemized Contributions
from Individuals) and $13,405.75 on Line 14 (Offsets to Operating Expenditures) of the
Detailed Summary Page (Images 14021403814-15).

On January 30, 2015 and April 15, 2015, the Committee filed Amended 2014 30
Day Post-General Reports. The reports disclosed no change in receipts from the original
report (Images 15020052082-83 and 15020138278-79, respectively).

On October 19, 2015, the Committee filed an Amended 2014 30 Day Post-General
Report disclosing receipts totaling $726,471.82 on Line 11(a)(i) and $163,405.75 on Line
14, a total increase in receipts of $155,050.00 from the original report (Images
201510190200286644-45).
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On the same day, the Committee filed a cover page with its Amended 2014 April
Quarterly report that stated, in part:

“...the current compliance team was not responsible for preparing... any of
the reports filed by the Committee prior to April 15, 2015.

...It became apparent that it would be necessary to conduct and internal audit
of the Committee’s accounting and reporting, encompassing the election
cycle to date.

...The errors have now been corrected, the books, records and accounting
are reconciled and the FEC report for the third quarter 2015 is accurate, as
are the previously filed FEC reports with the amendments filed today”
(Images 201510190200286601-02).

On December 15, 2015, a Request for Additional Information (RFAI) was sent to
the Committee, referencing the Amended 2014 30 Day Post-General Report, received on
October 19, 2015. The RFAI requested clarification regarding the significant increase in
receipts not disclosed on the original report (Image 201512150300008786).

On January 13, 2016, the Committee filed a Miscellaneous Paper Document (“FEC
Form 99”) in response to the December 15, 2015 RFAI referencing the Amended 2014 30
Day Post-General Report; received October 19, 2015, The FEC Form 99 stated, in part:

“As noted on an accompanying letter submitted October 19, 2015, the
Committee performed an internal audit of the books and records. The
amendment entries resulted from errors identified and corrected as part of
this review.

Specifically, it was determined that a $150,000 vendor refund was more
properly disclosed on the 2014 30-Day Post General Report than on the
2014 Year-End Report. Also, on the 2014 30-Day Post General Report,
there were two previously unidentified online credit card contributions that
amount to $5,200 and a chargeback of -$150 that was disclosed. The total
changes added $150,050 to Line 1lai and Line 14" (Image
201601150200001734). '

On January 27, 2016, the Reports Analysis Division (RAD) Analyst contacted
Theodore Koch, the Committee’s Treasurer, to inform him that the increased activity on
the Amended 2014 30 Day Post-General Report, received on October 19, 2015, was
referable for further Commission action, and encouraged Mr. Koch to submit an additional
explanation for the public record. Mr. Koch asked what sort of information he should
provide. The Analyst told him he should verify that the date of the added offset was correct,
address why the mistake was made (or why the Committee does not know why the mistake
was made), and detail how the Committee plans to prevent the issue in the future. Mr. Koch
asked if an additional statement would change the outcome. The Analyst said that the
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response could be taken into consideration, but that an explanation alone could not be
considered an adequate response to an increase in activity. Mr. Koch said that he would
let the Analyst know if he decided to put anything on the public record (Attachment 3).

On Februaf'y 9, 2016, Mr. Koch called the RAD Analyst to notify her that the
Committes planned to submit additional infarmation in response to the RFAI referencing
the Amended 2014 30 Day Post-General Report, received October 19, 2015 (Attachment
3).

On February 16, 2016, Mr. Koch emailed the Analyst to let her know that the
Committee had submitted an additional explanation (Attachment 3).

On February 17, 2016, the Committee filed an FEC Form 99 which stated, in part:

“Absent the reconciliation resulting from the internal audit / review the
Committee voluntarily undertook last year, it is unlikely that this additional
item would have been identified or reported to the Commission, nor would
the Commission even be aware of the reporting mistake concerning this
item. In that regard, the Committee submits that the identification, self-
reporting of this error and its voluntary correction by the Committee and
the voluntary advising your office of the error should absolve the
Committee from any further action in this matter, pursuant to the
Commission's Policy on sua sponte reporting of errors. We respectfully
request, therefore, that your office take no further action with respect to this
sua sponte disclosure of the prior reporting error” (Image
201602170200071312).

To date, no further communications have been received from the Committee
regarding this matter.
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Cotton for Senate (C00499988)
2014 30 Day Post-General Report/Amended 2014 30 Day Post-General Report

Overview of Additional Receipts

S < ann.. Amended 2014 30 Day
gg:%:?ﬁlnzc?_:: ]i(c’p[:);: Post-General Report, Reccipt
Report Line ' (Images reccived 10/19/2015 Variance
1402140381‘4-14) ‘ (Images Amount
T 200810190200286643-35, ¥

Line 11(a): Itemized | !
Contributions from $721,421.82 ' $726,471.82 $5,050.00
Individuals j '
Line 14: Offsets to
Operating $13,405.75 $163,405.75 $150,000.00
Expenditures

_ - Total Variance: | $155,050.00 "
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