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Part I
Background

Authority for Audit
This report is based on an audit of the Maine Republican Party (MRP), undertaken by the
Audit Division of the Federal Election Commission (the Commission) in accordance with
the Federal Election Campaign Act of 1971, as amended (the Act). The Audit Division
conducted the audit pursuant to 2 U.S.C. §438(b), which permits Bommission to
conduct audits and field investigations of any political commi 1S'required to file a
report under 2 U.S.C. §434. Prior to conducting any audit is subsection, the
Comumission must perform an internal review of reports fj B
detarmine if the reports filed by a particular commnitte
for substantial compliance with the Act. 2 U.S.C. §

Scope of Audit g
Following Commission-approved procedures, the '
factors and, as a result, this audit examined:
the dlsclosure of dlsbursements

the consistency between reported fi
the compieteness of records and
other committee _‘- REIN

SQunpwbN=




Part 11
Overview of Committee

Committee Organization

Important Dates

o Date of Registration

April 19, 1976

e Audit Coverage

January 1, 2007 - December 31, 2008

. Headquarters

Augusta, Maine 4"

Bank Information

e Bank Depositories

e Bank Accounts

Treasurer

e Treasurer When Audit Was Conducted v

e Treasurer During Period Covered by Audit

Management Information

o Attended Commission Campalgn Fin
Seminar

e Who Hendled Accounting and
Recordkeeping Tasks . = ;

1,888

422,772

778,500

. 172,044

; 48,381

All Other Receif 887

Total Receipts $ 1,422,584
Disbursements

o Operating Disbursements 806,455

o Coordinated Party Expenditures 12,500

o Federal Election Activity 519,305

o Independent Expenditures 56,601

Total Disbursements $ 1,394,861

Cash-on-hand @ Decemher 31, 2008 $ 29,611



Part III
Summaries

.Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of MRP’s reported figures with bank records revealed a
misstatement of receipts, disbursements and cash-on-hand in both 2007&nd 2008. For 2007,
MRP overstated beginning cash-on-hand by $5,636, understated recggAs by$22,461, understated
disbursements by $29,346 and overstated ending cash-on-hand 521. For 2008, MRP
overstated receipts, disbursements and ending cash-os-hand b 46,985 and $19,263,
respactively. Iniits response to the Interim Audit Report, MR}g had amended its
reports as requested. However, those amendments did g - € misstatemants.
(For more detail, see p. 4.)

Finding 2. Reporting of Debts al

During audit fieldwork, the Audit staff noted that MRP
totaling $103,721. In its response to the Interim Audit Re;
materially correct the disclosure of these%lchi~ For more

S repdrt debts and Sbligations
RP amended its reports to

During audit fialdwark, the Audit staff identifigd digh ftaling $625,824, which
appeared to be improperly dis from a non-federal account
($94,019), which ma Pdid not properly disclose
coordinated expendi idate ($12,500) and payments for federal
election activity ($57 m Audit Report, MRP cited difficulties
in locating documentati snature of some expenses, but filed amended
chedules provided by the Audit staff.

Fﬂe‘%tices and Preperly Diselose

turs

it staff reviewed disbursements and noted expenditures for

1, which appeared to be independent expenditures that MRP
gaditures. In its response to the Interim Audit Repart, MRP agrees
expenditures; however, citing software issues it has been able to

f these payments only partially. To date, MRP has not filed any additional

disclosed as operati
that these are indepe
correct the disclosure €
amended reports.

(For more detail, see p. 12.)



Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary
During audit fieldwork, a comparison of MRP’s reported figures with bank records revealed a
misstatement of receipts, disbursements and cash-on-hand in both 2007.and 2008. For 2007,
MRP overstated beginning cash-on-hand by $5,636, understated recgif's v3,$22,461, understated
disbursements by $29,346 and overstated ending cash-on-hand byg#2.521. For 2008, MRP
overstated receipts, disburseireents and ending cash-on-hand byg 1
respoctively. In its respense to the Interim Audit Report,
reports as requested. However, those amendments did ngis

Legal Standard V.
Contents of Reports. Each report must disclose#” &g
The amount of cash-on-hand at the beginning and ¢
The total amount of receipts for the reporting perio
The total amount of disbursements f&Qiat i for the calendar year; and

Certain transactions that require iterm
B (Itemized Disbursements). 2 U.S.C

Facts and Analysis

" Reported Bank Records Dis¢repancy

$7,524 $1,888 $5,636

Overstated

Recelpts $223,515 $245,976 $22,461
Understated

Disbursements 4 $209,782 $239,128 $29,346
Understated

Ending Cash Balance @ $21,257 $8,736 $12,521
December 31, 2007 ' Overstated

MRP overstated beginning cash-on-hand by $5,636, and is unexplained, but the overstatement
likely resulted from prior-period discrepancies.



The understatement of receipts was the result of the following:
o Receipts reported, not supported by a credit or deposit
o Deposited receipts, not repacted
o Interest from non-federat account reported
e Unexplained difference
Net Understatement of Receipts

The understatemen¢ of disbursements was the result of the following:
¢ Disbursements not reported

Disbursements reported, not supported by check or debit
Disbursement from non-ftderal account reported in error
Disbursement amounts incorrectly 1eported
Unexplained difference

Net Understatement of Disbursements

The $12,521 overstatement of the ending cash-on- _
described above.

$  (186)
22,533
(28)

142

3 22461

$ 36,506
(4,006)
(3,165)

227

2008 Committee Activity

Discrepancy

Beginning Cash Balance $12,521
@ January 1, 2008 Overstated
Receipts $53,727
! Overstated

Disbursements p1,155,732 $46,985
' - ‘ Overstated

Ending Cash Baldt 8742 $29,611 $19,263
Overstated

December 31, 200

¥ sulte&'f'rom the following:
ted in non-fedeml account

The overstatement of gisbursements resulted from the following:
Disbursements reported, not supported by check or debit
Disbursements not reported

Disbursameni from non-federal account reported in error
Debit to reverse deposited contribution reported - .
Disbursement reported twice

Disbursement nmount inverrectly reparted

Unexplained differenee

Net Qverstatement of Dishursements

d by $12,521, a carryover of the misstatement of

$ 52,353
1,374

————

§ 53727

$ (32,736)
26,881
(42,916)
(5,000)
(56)
(1,200)

8.042

§ 46,985



The $19,263 overstatement of the ending cash-on-hand resulted from the misstatements
desoribed above.

Prior to the audit, MRP made the Commission aware that an employee of the accounting firm it
used had embezzled $48,000. The individual, who had kept MRP’s books for both its federal
and nan-federal accounts, and prepared the reports to the Commission, pleaded guilty to the
embezzlement. As of the time of the audit, the individual had paid restitution of $39,531 and
MRP had filed reports disclosing the embezzlement. MRP conducted a full audit of its books
and internal controls and, as recommended by its auditor, has instituted gmproved internal
controls. In addition, MRP has hired a different accounting firm. ﬂ

embezzlement.

The Audit staff’s 2008 reconciliatien inciuded adjusireents relathe’ - '

Specifically, the adjustment for unreported disbursements of §8i6 88 des $5,997 in
disbursements that were associated with the embezzieme; h y MRP. In
addition, the adjustment for disbursements repotted ere ot supported ¥gga.check or debit

($32,736), includes disbursements of $14,316 that w1 associgted with the e
& -3 i

the exit conference and provided copies®
MRP representatives stated that necesse

The Interim Audit Report tecammended thaig
e Amend its reports to correct the misstag
e Amend its most :
explanation
should havegd
subsequent disc
Audit «taff.

| Finding 2. Reporting of Debts and Obligations

Summary

During audit fieldwork, the Audit staff noted that MRP failed to report debts and obligations
totaling $103,721. In its response to the Interim Audit Report, MRP amended its reports to
materially correct the disclosure of these debts.



Legal Standard

A. Continuous Reporting Required. A political committee must disclose the amount and
nature of outstanding debts and obligativnys until those debts are extinguished. 2 U.S.C
§434(b)(8) and 11 CFR §§104.3(d) and 104.11(a).

B. Itemizing Debts and Obligations.
o A debt of $500 or less must be reported once it has been outstanding 60 days from the
date incurred (the date of the transaction); the committee reports it on the next regularly
scheduled report.
e A debt exceeding $500 must be disclosed in the report that covefia
debt was incurred. 11 CFR §104.11(b). 4

e date on which the

Facts and Analysis

A. Facts
During audit fieldwork, the Audit staff identified de

ing $103,7212
that MRP did not report on Schedule D (Debts & .

f the four vendof? during the
outstanding debt. Beginning
hree vendors continued to be

Although MRP did report debt totaling $45,669 relativey
audit period, the reported amounts did not accurately refles
with the 2008 July Quarterly Report, thé reporting for
inaccurate for the remainder of 2008.

Summary

During audit fieldwork, the Audit staff identified disbursements, totaling $625,824, which
appeared not to be properly disclosed. MRP made disbursements from a non-federal account
(5$94,019), which may be federal in nature. In addition, MRP did not properly disclose
coordinated expenditures on behalf of a federal candidate ($12,500) and payments for federal
election activity ($519,305). In its response to the Interim Audit Report, MRP cited difficulties

2 Each debt in this amount was counted once, even if it required disclosure over multiple reporting periods. In order
for MRP to file amended reports correctly, the schedule provided included the amount of each debt required to be
reported for each reporting period.
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in locating documentation to clarify the non-federal nature of some expenses but filed amended
reports disclosing disbursoments according to the schedules provided by the Audit staff.

Legal Standard

A. Reporting Allocable Expenses. A political committee that allocates federal/non-federal
expenses must report each disbursement it makes fram its federal account (or separate allocation
account) to pay for a shared federal/non-federal expense. Committees report these kinds of
disbursements on Schedule H-4 (Joint Federal/Non-federal Activity Schedule). 11 CFR

§104.17(b)(3).

B. Allocation Ratio for Administrative & Non-Candidate Specifigvo
and local party committees must allocate their administrative expg
specific vaier drive costs acoording to the fixed percentnge ratig

gr Drive Costs. State
and non-candidate
this method, if a

C. Coordinated Party Expenditurss. A politica
behalf of a federal candidate must report the nam¢®agt
the name of the candidate for which the expenditure i

D. Federal Election Activity Expendlg¢ sbursement, the committee must
report the full nsme and address, date, amigis®a isbursement. Commaittees
report these kinds of disbursements on Sche filents), which provides

CFR §300.36(b)(2).

E. Salaries and Wages¥ e :
employee spends in i Na Federal ele@lion. Employees who spend 25 percent or less
of their compensated t a gi T
connection with a Federal ¢

S, totaling $94,019 (see Chart A), from its non-federal accounts for

pe federal in nature. Payments totaling $48,520 from MRP’s non-
federal accounds appear to be for allocable administrative expenses that should have been
paid from a federal account. Also, payments totaling $45,499 were made from the non-
federal account and sufficient records were not available to clarify the nature of the
expense or to demonstrate that the expense was solely noa-federal. Below is a disousston
of these expenses. As calculated at the end of the two-year audit period, MRP did not
fund federal aetivity with non-federal funds.

e Administrative Costs: MRP paid expenses totaling $48,520 from a non-federal
account for postage, consulting, travel reimbursements, printing, and accounting
fees that appear to be allocable administrative costs. Available documentation



does not indicate that any of these payments were solely for non-federal activities.
As allocable administrative expenses, MRR should have paid ttzese from a federal
accouat and reparted on Schedale H-4 usimg an allocntion ratio of at 1cast 36
percent federal and 64 percent nan-federal in accordance with 11 CFR
§106.7(d)(2)(ii) and (3)(ii). MRP should provide documentdtion to domonstrate
that these were salely non-federal expenses.

e Payroll and Associated Costs: MRP paid expenses totaling $14,999 from a non-
federal account for payroll and associated costs. MRP has not provided monthly
logs, timesheets or affidavits demonstrating that costs wege solely non-federal in
nature. It is noted that MRP did provide affidavits fo i&kgmployees indicating
no time was spent relative to federal activity. Pa nd related costs agsociated
with those em:ployees were oxcluded by the Angy payroll costs in the

idg jon to demuuattate

Republican™ on April 25, 2008, as’ina
noted “volunteer connect.” Unless M geumentation 8 indicate that

MRP should disclose these

At the ex At lhls matter and provnded a schedule

Racti ] representatives. MRP representatives stated
s and send documentation to try to resolve the proper
P representatives subsequently provided materials,

were solely non-féderal ih nature. In addition, MRP should have obtained and provided
samples of printed materials ($11,500). As necessary, MRP should have amended its reports
to disclose, as memo entries, the above disbursements on Schedules B er H-4.

B. Payments from the Federal Account

1. Facts
MRP incorrectly disclosed payments, totaling $531,805 (See Chart B, Page 1), made from
its federal account. MRP disclosed these payments on FEC reports but they appear to have
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been reported on the incorrect line number and itemized on the wrong schedule. These
payments were for apparent non-allocable FEA ($519,305) or spparent coordinated party
expenditures ($12,500). As indicaiad balow, in some cases, the Audit staff did not have
sufficient recomis to determine the proper classificaticn. It is aiso neted that for
approximately $330,000 af these disbursements MRP coded the disbursements an its
database as FEA.

Possible Federal Election Activity: MRP reported payments totaling $326,688
as federal operating expenditures, but they appear to have been made for non-
allocable FEA, which should have been reported on Sc Mule B for Line 30(b). A

were made for printed materials, of which M ' 1 on its database as
FEA. The remaining $95,506 was not codGatan N :

copies of the printed materials supportgia:
public communications in support of a

Payroll Expenses: MRP il : \ xpenses totaling
$142,941 from its federal accgynt. Mentati ling the percentage of the

s not available; however,

addition, these individuals received at least
abase as FEA. As such, the Audit staff
shouid explain the discrepancy

ords. (See Chart B, Page 1, B.)

taff classified these expenditures as potential FEA since MRP coded
these eXpenditures on its database as FEA. MRP should explain the discrepancy
between its reports and its internal records. (See Chart B, Page 1, B.)

Travel and Per Diem Expenses: MRP made expunditnres for travel ($38,192) and
per diem ($3,058). Documentation was not nvailable detailing the activitics the
individuals were involved with and whether these activities were related to a
clearly identified federal candidate. The Andit staff classified these expenditures
as potential FEA since MRP coded these expenditures as such on its database.



11

MRP should clarify the discrepancy between its reports and its internal records.
(See Chart B, Page 2, A. & B.)

Equipment and Miscellaneous Costs: MRP made expenditures for equipment
($36,933) and miscellaneous costs ($3,702). MRP’s recards detailed that, for the
most part, the equipment consisted of computers and phone equipment, as well as
copier rental. Documentation detailing how the equipment was used was not
available. Most of the miscellaneous costs were for shipping, with no indication
of what was shipped. However, MRP coded these expenditures as FEA in its
database. The Audit staff considered these potential FE&expenses and
recommends that MRP clarify the discrepancy betweg sports and its internal
records. (See Chart B, Page 2, C. & D.)

Printed Materials, Copies Not Available: MKEg ) ents totaling $67,711
for printed materials. Copies.of these printétigateri 25)

review by the Audit staff. Of these p
these payments were for such purp
(813,189). The remaining $43,294
activities, although none of them were > , Page 2, E.)

Telemarketing Expenses .M.
telemarketing totaling $23

FEA. MRP disclosed the p
Voter ID ($3,117), state campg
AlthnughM RP ma

and tel.enm.rketing (89,355).
ii staff, copiea of
ine the nature of these

de invoices gy

arty Expenditures: MRP made payments
ctober 30-31, 2008, for a television

rs for Congress. The advertisement appears to
tion that refers to a clearly identified House candidate and
n the candidate's jurisdibtion withia 90 days of the
ndidag’appears in the advertisement and the advertisement statas
ved by the caudidate. MRP reported these paymeais on Schedule

ized Coordinated Party Expenditures) as caordinated parfy
. (See Chart B, Page 3.)

2. Interim Audit Report & Audit Division Recommendation

At the exit conference, the Audit staff addressed this matter and provided a schedule
identifying the transactions in question to MRP representatives. MRP representatives stated
that they would look into these items and send dacumentation to try to resolve the proper
classification of the transactions. MRP representatives subsequently provided materials,
including affidavits addressing time employees spent on federal election activity, which
resolved some of the items that the Audit staff considered in its above analysis.
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The Interim Audit Report recommended that MRP demonstrate that the payments from the
federal account were correctly reported as federal operating expenditurcs. Further
infcernntion was noeded for the Andit staff to verify the classifioation of disbuxsements
totaling $192,617. MRP should have explainad the diserepancies between cxpenditures
coded en its database as FEA and its reparting of those expenditures as apemating
expenditures. In addition, MRP should have obtained and provided monthly logs,
timesheets or affidavits ($20,000), samples of printed materials ($67,711) and telemarketing
scripts ($23,029). MRP should have amended its reports to disclose the noted
disbursements on Schedule B or Schedule F, as necesssry. .

C. Commitice Response to Interitn Audit Report
In its response to the Interim Audit Report, MRP amended its isclose one of the

payments from its non-federal account (Part A ahove) iden canidit staff. MRP's
response stated that they were unable to laeate docnme _ y of these
expenditures were solely non-federal in nature, to in pter id that was
disclosed in its amended reports. With respect to g A non-
federal accounts, MRP explained that no federal € 897 and
therefore the payroll and associated costs were properiy isbuf ementS' and,

g disbursements as FEA or
e Audit staff. Although
s unclear becaose of a

coordinated party exgenditures according
MRP has amended its mports, the ndtume o

Finding 4. F.

Indeggndent Ex

: . 4n its response to the Interim Audit Report, MRP agrees
dltures however, c1tmg software issues, it has been able to

Legal Standard ¢

A. Definition of Independent Expenditures. The term “independent expenditure” means an
expenditure by a person for a commusnication expressly advocating the clection or defeat of a
clearly idertified candidate that is not made in coordination with any candidate or authorized
committee or agent of a candidate. 11 CFR §100.16.

B. Disclosure Requirements — General Guidelines. An independent expenditure shall be
reported on Schedule E (Itemized Independent Expenditures) if, when added to other
independent expenditures made to the same payee during the same calendar year, it exceeds
$200. Independentexpenditures made (i.e., publicly disseminated) prior to payment should be
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disclosed as “memo” entries on Schedule E and as a reportable debt on Schedule D. Independent
expenditures of $200 or less do rot need to be 1temized, though the coranuttee must report the
total of those expenditures on line (b) oa Schedule E. 11 CFR §§104.3(b)(3)(vii), 104.4(a) and
104.11.

C. Last-Minute Independent Expenditure Reports (24-Hour Notices). Any independent
expendmnes aggregating $1,000 or more, with respect to any given election, and made after the
20"™ day but more than 24 hours before the day of an election must be reported and the report
must be received by the Commission within 24 hours after the expenditure is made. A 24-hour
notice is required each time additional independent expenditures aggregate $1,000 or more. The
date that a communication is publicly disseminated serves as the dageg§fiat the committee must
use to determine whethor the total amount of {ndependent expen i has, in the aggregate,

104.5(2)(2)-

D. Last-Minute Independent Expenditure Report

an operating expenditure. Of this amount, it was
parent independent expenditures. A review of the

their pictures, ¢ vocatmg their election.

e In addition, one sample mailer also pictured Susan Collins, candidate for the U. S. Senate
and Charlie Summers, candidate for tke U. S. House of Representatives. The other
sample provided a picture only of Susan Collins, but provided space for a congressio=el
caniidate. '

o Bolh mailers had space provided for a siata senate candidate and a state house candidate.

e Above the pictures of the candidates, both samples state “Good Jobs. A Strang Beanomy.

Independence from Foreign Qil.” In addition, the mailers state, “Help Team Maine

Today by Signing Up to...Canvass a local precinct door to door.”

N
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Since the documents contain a statement of the candidates’ positions on several issues and
inclnde the solimtation of velanteer canvassimg, they go beyond the limitatioms ef the siete card
examption®. As aresult, the Audit staff eoncluded that a portian of eech mailer was an
independent expenditure that should have hean reportad as anch and that appropriate 24/48-haur
notiees shonld have been filed. The amount of independent expenditures ($56,601) was
determiued by the space allotted to federal candidates versus non-federal candidates on the
mailers. The remaining $28,301 ($84,902 - $56,601) should have been reported as FEA.

B. Imterim Audit Report & Audit Division Recommendation

At an exit conference, the Audit staff addressed this matter, having g y8gly provided MRP
with the inaterials for discussion. MRP representatives stated would look into this
Rn response to the exit

matter, examine the matarials, and address tha sinte oard " exg »

fuded at least three federal and non-federal

candidates and ' : ly believed this qualified for the “slate card”
ion LAY : now agrees that the “slate card” exemption

eports to disclose part of these independent expenditures.

3 See 11 C.F.R. §§ 100.80, 100.140, Advisory Opinions 2008-06 (Democratic Party of Virginia), 1978-89 (Withers
for Congress), 1978-9 (Republican State Central Committee of Iowa).
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