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Part 1
Background

Authority for Audit

This report is based on an audit of the Minnesota Democratic-Farmer-Labor Party
(MNDFL), 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 the Commission to conduet audits and ficld investigations of any
political committee that is required to file a report under 2 U.Sg¢" $4%34. Prior to
conducting any audit untler this subsectlon, the Commissigygitiusi perform an internal
review of repoarts filed by salected committees to deicrmide whether the reports filed by o
particular committee meet the threshold requircments for Sybstantial compliance with the
Act. 2 U.S.C. §438(b).

) '
Scope of Audit ¢ »
Following Commission-approved procedures, the .\.d:: stifr évaluated varibus risk
factors and as a result, this audit exed:

1. the receipt of excessive contributighs.and loans;
2. the receipt of contributions from prghghited sources; *
3. the disclosure of contributions receive!; . 7
4, the dicclosure of disbnrsements, debtsgnd oblizat:ons:
S. thedisclosure of ea .i.-o~ . Located betggn feder. i and non-federal accounts;
6. the consistency begl. =i :; i ! figuresnd bank r€cords;
7. the completengs§™ ~-.cord.: ki
8. other committee « ; -, -licns tievessary to the 'Wiew.
e 4
4
#



Part II
Overview of Committee

Committee Organization

Important Dates
e Date of Registration July 15,1975 , |
e Audit Coverage January 1, 2007 December 31, 2008
Headquarters St. Paul, Ni¢
1 kY
Bank Information 1! M )
e Bank Depositories Iroe
e Bank Accounts 1 15 rederal unts 4
Five Non -fuderal Accounts
_Treasurer _ _ _ v A
e Treasurer When Audit Was Conducted ‘ '1.ori Sellnef™ I';h February 8, 2011]

mas Hamiiton |as of February 9, 2011]
&' J. Davi§ [through February 18, 2009]

47

V‘E.f.

e Treasurer During Period Covered by Aud

Management Information ’_ . L
e Attended FEC Caﬁgliun Finan. =}Seminar
' Staff

e Who Handled Accounting il -
Recordkeepins Tasks

& -

% The committee registered with the Secretary of the Senate as the Minnesota Dollars for Democrats (a federal
committee of the Minnesota Democratic-Farmer-Labor State Party). In 1980, the committee filed an Amended
Statement of Organization, changing the name of the committee to the Minnesota Democratic-Farmer-Labor Party.




Overview of Financial Activity

(Audited Amounts)

Cash-on-hand @ January 1, 2007 $ 225,904
Receipts
o Individual Contributions $ 1,839,117
o Political Committee Contributions 2,233,845
o Transfers from Affiliates’ 388,356
o Transfers from Non-federal Aecounts _
o Recount Fund Contributions 4
o Offsets and Other Receipts .
Total Receipts ‘:'s $ 14,102,
Disbursements N -
o Operating Expenditures , S, 6,458,425 ;}ff
o Federal Election Activity & "6398,033 °
o Transfers to Non-federal Accounts - 287,061
o__Contributions to Candidates _ . ._20,000
o Coordinated Expenditures . ¥266,844
o Recount Expenditures 660,719
Total Disbursements _ 7$14,091,082

4. -~ ¥
Cash-on-hand @ Decentber 31, 2008 $ 237,763

4
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Part II1
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of the MNDFL's reported financial activity with its
bank records revealed a misstatement of receipts and disbursemesf®in calendar years
2007 and 2008. The misstatements were due maindy to unrepoited transfers from the
non-federal accounts to ine Payroll uceount and unreportedgue.-.:~ - aul operating
expenditures. For 2007, the MNIDFL understated receipt@by ¢ * -1.228 and
disburssments by $469,230. For 2008, the MNDFL jfiderstated recaipi~ by $1,303,611
and disbuesements by $1,205,799. In response 1o i€ Intetim Audit Ri;jt
recommendation, the MNDFL amended its rejxor 1s to malctially oonect the ’
misstatements noted above except for the repfiti-:,* vi the I"Kgll account transactions
related to the 100% non-federal employees. - &

Also, the MNDFL submitted docume} n to show thi it apparent prohibited
contribution it received was, in faet, pefgniasibic. The MNDI T did not, however,
include this contribution in its amended orh.‘ T:: nore d!;-lii, seep. 5.)

Finding 2. Overfunding of F

federul Accounts
During audit field®ork, an analysis of the MNI}EL
accounts indicated that the MNDIYL. may have g¥erfunded its federal accounts by as
much as $277.103. The overtuading ey
federal gﬁuum.\ to the teder., ac.ummis, an overfunding of the Payroll account for the
non-federal portion of pavroll, : inl 1eported federal activity paid from the rion-federal
accduinls.

. p
In response 10 1:ic Interim Audit Report recommendation, thn MNDFL submitted
additional documentation. in conjunction with its amended reparts, which showed that it
did not overfund its l;dc.ral account. (For more detail, see p. 11.)

J”



Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

S

During audit fieldwork, a comparison of the MNDFL’s reported financial activity with its
bank records revealed a misstatement of receipts and disbursements in calendar years
2007 and 2008. The misstatements wete due mainly to unreporfed irgnsfers from the
non-federal accounts lo the Payroll account and unreported reg@ipts and operating
expenditares. For 2007, the MNDFL understated receipts 3§/ % 11.228 and
dishursementa by $469,230. Far 2008, the MNDIFL. umdéfBtated 1;v@ipts by $1,303,611
and disbursements by $1,205,799. In response tb thediiiferin AuditReport
recommendation, the MNDFL amended its reporsf6 materially correct 1l
misstatements noted above except for the repogny of the Pay roll accouff&?mn}etions
related to the 100% non-federal employees. * " 7

Also, the MNDFL subrnitted documegltatlon to show that an apparent prohibited
contribution it received was, in fact, permissible. The MRNDFL did not, however, include
this contribution in its amended reports. . 7

7

Legal Standaxd .

A. Contents of Reparts. Each report musigiftiose:
o the amount of Gash-on-hand at the befinning andend of the reporting period,;
o the total aggbud ol ” 35 for the repd 1tiz:g period and for the calendar year;
o the total amount «l dhbmsum.ms for thg reporting period and for the calendar

year and

{Bbions that kequire itemization on Schedule A (Itemized Receipts) or
edule B vred DiShzsoments). 2 U.S.C. §434(b)(1), (2), (3), (4) and (5).
B. Recelpl uF Prohibited ( ontriButions — General Prohibition. Candidates and
committees :;.. ¥ nat accept chntributions (in the form of nraney, in-kind contributiona or
loans) from thc weusury fnis of the following prahibited sources:

e corporations (thisfneans any incorporated organization, including a non-stock
carporation, an mcorporated mentbership organization, and an incorporated
coaperative),
labor organizations; or
national banks. 2 U.S.C. §441b.

C. Contributions by Limited Liability Companius (LLC). A limited liability
company is a business entity that is recognized as same under the laws of the state in
which it is established. An LLC tint elects to be treated as a corporation by the Internal
Revenue Service under 26 CFR 301.7701-3 shall be considered a corporation pursuant to
11 CFR Part 114. An LLC that makes a contribution to a candidate or committee shall




provide information as to how the contribution is to be attributed and affirm that it is
eligible to make the contribution. 11 CFR §110.1(g).

Facts and Analysis

A. Facts

During audit fieldwork, the Audit staff reconciled the MNDFL's reported activity with its
bank records and identified a misstatement of receipts and disbursements for calendar
years 2007 and 2008. The following charts detail the discrepancies between the totals on
the MNDFL's disclosure reports and bank records. Succeeding pinagraphs explain why

the discrepancies occurred. 4

2007Activity 1 LN
Reported | JBanRRecords Discrepancy
Beginning Cnsh Balance $212,947 ¥ ™ $225,904 $12,957
@ January 1, 2007 = . _Linderstated
Receipts $1,381,860 $1.523,007 $441,228
s ¥nderstated
Disbursements $1,409,884 | $1.879,114 $469,230
.. ~w _.___ 1 _ Understated
Ending Cash Balance @ Sl .932 ' FEOV. R8T $15,045
December 31, 2007 L P Overstated

The $12,957 wn.dvi~tatenseint of the beginn

reporting discrepancics.”

#

B
The understatement of receis was the result of

fe following:

Translets ftom the non-lederal accounts to the Payroll Account

- 100 percent non-federal payroll and benefits not reported

%0

wgprotied

Non-payroll trairsiers from Ui

on-federal accounts not

e Non ‘2ilcral share of endor refunds reported as a negative

receipt o Schedule H-33

Transfe: i:o:n the fion-federal account reported twice

Unexplained ¢iiference

Net Understdfement of Receipts

The understatement of disbursements was the result of the following:
e 100 percent non-federal salaries, taxes and benefits paid from

the Payroll account and federal acoounts not reported

1sh bal;uy;:c was likely due to prior-period

$ 395,072
46,040
24,261

(5,000)
(19.145)
§ 441,228

$ 431,292

3 A refund of the federai and non-federal share of allocable activity may be disclosed either as negative
entries on Schedule H-4 or as a receipt on Line 15 of Schedule A and a disbursement to the non-federal

account for the non-federal share on Schedule H4.




Transfer to the non-federal account not reported
Non-federal share of vendor refunds reported as a negative
receipt on Schedule H-3

Opentting expendlitnres not reported

Reported disbursements suhsequently voiatd with no
adjustment made to reports

Reported disbursements not supported by a cancelled check
Unexplained difference

Net Understatement of Disbursements

7,000
24,261

12,630
(1,392)

(4,173)
(388)
§ 469230

The $15,045 overstatemenl of the ending cash balance resulted-fom the reporting
discrepancies noted above.

2008 Activity .
Reported |'E Bank Records . Discrepancy
Beginning Cash Balance $184,932 . ¥§169,887 | © 15,045
@ January 1, 2008 ' . erstated
Receipts $10,976,233 | $12,279,844 1,303,611
% . Understated
Disbursements $12,211.968 $1,205,799
. . .- . 1 Understated
Ending Cash Balance @ . $2%1.763 $82,767
December 31. 2008 ’ Understated
4 Y 4
The understatement of 1eceipts wus the resultQf the following:
e Transfers flon 1Re non Iieral account&ligfthe Payroll Account $ 827,853
for 100 percent .+ “ederal payroll and benefits not reported
o Nou piavress sumsfers from the non-federal accounts not 108,975
olicd
e @:n federal shaﬁt'f vendur reitinds reported as a negative 2,716
1g¢s on Schedulke ll-3 F
e Reuesnts not reportes 402,186
e In-ku?&h nbutlo-l- not reported 13,127
* Reported: ;v Jgipt dvj-usited in the non-federal acconnt (14,627)
e Reported recg§ts that did not clear the federal accounts (21,243)
* Unexplaineddifference (15,376)
Net Understatement of Receipts 3 1303611
The understatement of disbursements was the result of the following:
e 100 percent non-federal salaries, taxes and benefits paid from $ 591,524

the Payroll account anti federal accounts not reported

4 Includes a $150,000 non-federal receipt deposited into the federal account in error (funds were transferred
to the non-federal account), an $81,000 reimbursement from the non-federal account for a non-federal
expenditure paid by tlie federal account in error, a $61,000 transfet from a national party committee and a
$16,000 transfer from an authorized comumittee.



e Non-federal share of vendor refunds reported as a negative 2,716
receipt on Schedule H-3
e Operating expenditures not reported 406,312
¢ Bank and credit card fees not reporied 38,345
e Transfers to non-federal accaunts not reparted 251,450
e Reported disbursements paid from the non-federal accounts (51,105)
e In-kind contributions not reported 16,111
e Reported disbursements subsequently voided with no (33,666)
adjustment made to reports
Reported disbursements not supported by a cancelled chegha, (24,356)
Unexplained difference o 8.468
Net Understatement of Disbursemeuts & $_1.205,799
The $82,767 understatement of tha eoding cash balangs tcd from the reporting

discrepancies noted above.

The discrepancies in financial activity noted above occurrl primarily because the
MNDFL did not report certain payroll transactions invu.ving the Payroll acéount and the
federal administrative accounts. The MNDFL separatced 1s employees into two classes:
100 percent federal and 100 percent iz federal.! A MNDFI. representative stated that
the MNDFL established the system to £a~: the administrative burden of payroll
proeessing. If an emplayee spent any time working on fedeial acuvity during the pay
period, he or shre was paid 100 percent from federal futids trarfiferred to the Payrol
aceount and the MNDFI di« lesed the salaByftyments on Schedule B, If an employee
spent the pny period woining sulely on non-federal activity, the MNDFL paid him or her
100 percent from pon ledera] figg edito the Payroll account and did not report
the salary and relate:l custs.

&
B poid o' calaniesiand related employee taxes from one Payroll account
igifed by M\DI 1. ~taff and paid employee health insurance and retirement

benefits [1om the feder adiminis®ativ& accounts. Transfers from the federal and non-
federal accounts funded the Payroll account. The Audit staff included the Payroll
account as a Jederal account.” The MNDFL disclosed only the federal activity paid qut of
the Payreil acu utint and the portion of tenefits relating ta federal employaes paid fram
the federal admiistirive accounts. An analysis of the salaries paid ta all employees
during the audit period ~howed that the MNDFL paid $3,176,793 (81 percent) of the
salaries as 100 petcex federal and $756,744 (19 percent) as 100 percent non-federal.
Subsequent to the period under audit, the MNDFL established a separate non-federal
Payroll account.

The MNDFL also processed the payroll costs for the employees of three federal
candidete committees arid included tiiem in the payroll ameunts above. Thr: eandidate

5 There was na allocated payroll.
5 A federal account means an account at a campaign depository that contains funds to be used in connection
with a Federal election. 11 CFR §300.2(f).



committees reimbursed the MNDFL to offset the payroll costs for their employees. The
MNDFL and the candidate committees properly disclosed the salary payments and
reimbursements. The MNDEL made exponditures far salary paymtents tolaling $731,449
and the candidatc committees reimbursed the MNDFI. $705,734. The salery payments in
excess of the reimbursement ame.mt ($25,715) reanited in an in-kind contribution to the
candidates from the MNDFL.

A $10,000 contribution from South Clinton Street Investments, LLC (SCSI) was included
among the 2008 unreported in-kind contributions. During the 2008 Democratic National
Convention held in Denver, Colorado, tie MNDFL contracted with the Four Points by
Sheraton Denver Southeast to provide catering services for th;:y irinegota State
delegation. On August 24, 2008, the committee paid the he-el & deposit of $17,634. The
hotel provided catering servioes an August 25 — 29, 2008 g£a:a!ing $36,943, ioaving a
balance dre of $19,309. Qu September 22, 2008, the hote} appli%n $10.000 check
drawn on the operating accaunt of SCSI to the M? g aecoumt. ‘The MNDFL did not
repert this in-kind contribution and during fieldw ¢k the Audit staff did notfind any
documentation in the MNDFL's files to showuu SCSI wus permitted to v
contribution. N

B. Interim Audit Report & Audit Division Recommendation
At the exit conference, the Audit stafl woviced the MNDFL. representatives with work
papers detailing the misstatements of : imancial activ ity. mclﬁ'Huu. the apparent prohibited
contribution. Regarding the Payroll acccamnt, caunscl for the M\DFL shited that the
Payroll aceount was neither u federal nar aggonefederal aliggiint, but merely a pass-
through account establjslicd ta 1educe the adgg :
that only the expenditiues relanxl 10 federal agfjvity needed to be reported.
4 :

The Audit staff and the :ﬂ NDIT 1ep1esentativegidiscussed the contribution from SCSI
before and at the exl¢ confurenc .. ‘Hhe Azdi ~taff requested that MNDFL provide
informatigff . 1 s Jocnentation to show either that the payment wes not a coatribution
or that SCSI was perm:tid to n.ihe a contribution. The MNDFL had not submitted any
additional ducumentation concerning this matter as of the thme of transmittal of the
Interitn Audis.Report io ti:e MIND

The Interim A "1 Report recommended that the MNDFL:
e amendits i\ * - - .9 correct the misstatements for 2007 and 2008 as noted abave;
s amend its . « -.cent report to correct the cash-on-hand balance with an
explanation fat the change resulted from a prior period audit adjustment;

7 The Audit staff concluded that the excess salary payments matle on behalf of two of the candidates were
permissible because they did not exceed the contribution Umit fer a state party committee to a federal
candidate. For the remaining candidate, the in-kind contribution exceeded the contribution limit by
$11,368. Since the MNDFL had not exceeded its limit for coordinated expenditures for this candidate, the
Audit staff concluded that the excess payments were permissible.

® In the Final Audit Report of the Commission on the Georgia Federal Elections Committee (2006), where
funds were transferred from ferderal and non-federal zccounts to a payroll escrow account at the nequest of a
third-party payroll vender that could net draw funds from two different accounts, the Commissian
concluded that the cammittee did not have to amend its reports further in relation to transactions ipvolving
the payroll escrow account.
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¢ reconcile the cash balance of its most recent report to identify any subsequent
disciepancles that may affeot the adjustment recommended by the Audit staff; and

e provide evidence ta show either that the anreported in-kind payment made by
SCSI was not 2 cantribution or that SCSI waa permitted tn make a oontribhution.
Absent such evidence, the Audit staff recommended that the MNDFL report the
in-kind contribution and refund $10,000 to SCSL

C. Committee Response to Interim Audit Report

In response to the Interim Audit Report recommendation relating to the misstatement of
financial activity, the MNDFL amended its reports to materially correct the
misstatements noted above except for the reporting of the Payroll accaunt transactions
reldted to the 100 percent non-federal emiployees. The ariended reports filed iir response
to the intexim Audit Report show that recaipts are undarsigfcd by $395,072 for 2007 and
$857,747 far 2008. Disbursemnents are understated by $483,311 for 2007 and $701,688
for 2008. $

The MNDFL stated that it will not be am=ndipgit- :2portsio include the non-fefleral
Payroll account activity at this time because it it belioves thedfBsgunt is not a Jederal
account but rather a “pass-through account” not inicnded to pay any expenses other than
the payroll expenses that are handledsin-house by the committee. The MNDFL believes
that to require disclosure of these amonni~ would result in#n :nificial increase of its
federal activity and be confusing te the 1e.adess al their disclukme#epnrts. The MNDFL
referonacd the Commission’s action previgusly takan-in regard to the Goorgia Federal
Elections Comumittee (GFEC). in which it %as detennined that the GFEC did nat have to
report the non-federal pdviait.  vity.

In the case of the ﬁl ('»a separutc payroll accQupt was created in order to facilitate a

single payment to apay . Jroctssingvwer (:(' approving the motion that the GFEC
did not hax ¢ to rejont the ion. -ic 1 actin iy, the Commissioners advanced different
rationaleg Sorne Comsnssic .- - dicated a agreement with the GFEC’s argument that a

payrdil'cscrow accovt i~ reither . wlsral ner non-federal account, nor the “functional
equivalent™ of an alloca‘ion accous;t. (ther Commissioners indicated that because the
GFEC aud¥ noted that the'ceommitfee did not overfund federal payroll transactioris by the
non-fademl uccqunts, the payroll account was psrmissible-in this context. Conversely,
the audit of the DFL identified an overfunding of the payrell account by the non-
2158$102,663 (Finding 2).

The Audit staff main{ains that the MNDFL's Payroll account is a federal account because
the MNDFL used the account in a manner similar to an “allocation account.” Unlike the
payroll escrow account established by the GFEC, the MNDFL did niot create the account
at the request of a third-party vendor. Although the MNDFL did not allocate any payroll
disbursements between federal and non-federal funds (employees were identified as
either 100 peraent federni ar 100 pervcot non-federal), fupis were transfemred fram its
federal and non-federal accounts tn the Payroll acconrs ta pay salaries and taxes.
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In addition, funds were transferred from the MNDFL’s non-federal accounts to its federal
administrative account to pay for the nen-federal share of employee benefits. The
MNDFL did nat report these transfers initiaily and the Audit staff iricluded them in the
misstatement of financial activity presented in the Interim Audit Report. Hawever, in
respause to the Interim Audit Repart, the MNDFL amended its reports to include these
transfers and to report the non-federal share of the benefits paid fzam its federal
administrative account. The Audit staff believes there is no distinction in the requirement
to report the non-federal activity associated with the MNDFL's federal administrative
account or its Payroll account. Therefore, non-federal salaries and taxes from the
MNDFL's Payroll account also tequire reporting. -

- "
In response ta the Interim Audit Report recommendation, the INDFL submitted
documentation to show that an apparent prohibited contribgtion jreceived was, in fact,

3

TN 7

Finding 2. Overfunding of Federal Accounts by Non-
| federal Accounts _ @

Summary _ 4

During audit fieldwork. an analysis of the JFL’~ :uhg;s from its non-federal
accounts indicated that the MNDFL may hav overfund®d its federal accounts by as
much as $277,103 rom unsupported transfers from the non-
federal accounts to the fgderal accciy‘nts an overinding of the Payroll account for the
non-federal pantion: of pa nll andiepor u.d lederal activity paid from the non-federal
accounts.

¢

In r;sfm I to {he Inter:::i Audi: Re mﬁ' recommendation, the MNDFL submitted
additior..- -, umentation) 1.1 conjusiction with its amended reports, which showetl that it
did not ovv:!t il its federai account.

Legal Standurd &

A. Accounts for Federal and Non-federal Activity. A party committee that finances
political activity in oSfnection with both federal and non-federal elections may establish
two accounts (federal and non-federal) and allocate shared expenses - expenses that
simultaneously support federal and non-federal election activity - between the two
accounts. Alternatively, the committee may conduct both federal and non-federal activity
from one bank account, which is considered a federal account. 11 CFR §102.5(a)(1)(i).

B, Federal v. Non-federal Account. The federal aceount may contain anly those funds
that are permissible under the federal election law. The nen-federal account may contain
funds that are not permitted under federal law (but are legal under state law), such as
contributions that exceed the limits of the federal law and contributions from otherwise
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prohibited sources, such as corporations and labor organizations. 11 CFR §102.5(a)(1)(i)
and (a)(3).

C. Transfers. Generally, a political committee may not transfer funds from its non-
federal account ta its federal acceunt, except when the committee follows specific rules
for paying for shared federal/nan-federal slection activity. 11 CFR §§102.5(a)(1)(i) and
106.5(g).

D. Paying for Allocable Expenses. The Commission regulations offer party committees
two ways to pay for allocable, shared federal/non-federal expenses.

e They may pay the entire amount of the shared expense frgiaighe federal account
and wansfer funds from the non-federal account to tho luleral account to cover the
non-ferieral share of thmt expanse; or

e They may establish a segarate alocatibn acconm%? o which the camanittee
deposits funds from both its federal and non_f4dera \accoums S0t d) for the
purpose of paying the allocable expenses 9 d
11 CFR §106.5(g)(1)(i) and (ii)(A). =

E. Reporting Allocable Expenses. A polmcal cammilies *l:atallocates fefleral/non-
federal expenses must report each digbursement it mikes [rom its federal account (or
separate allocation account) to pay for u « . red federal/nou-1c.leral expense. Committees
report those kinds of disbursements on : i*.«dnle H-4. 11 CI-R § 84.17(b).

F. Balaries and Wages. Committcea musgkeep .: imonthly A{g of the percentage of time
each employee spends i+##artion with agigderal ele. un . Employees who spend 25
percent or less of their omp.- .- *d time in dggiven month on Federal election activity or
on activities in cogfivctign with a Federal electfgn st either be paid only from the

Federal account or be #{ - -ed a~ .21 administeaf#ve cost. 11 CFR §106.7(d)(1).
Facts aglf Analjisis T -
A, Fﬁi(‘[s ' 4

During audit heldwork, the Audit étaff identified a possible overfunding of MNDFL's
federal activ ity with fund~ 1rom its non-federal accounts. The overfunding was
calculated to be $277.107 and was based on the following:®

1. Underfund::g ol the non-federal portion of shared activity -
The MNDFI¢reported a total of $1,055,437 as the non-federal share of allocated
activity and reported $1,041,688 in transfers from the non-federal accounts to the
federal accounts, resulting in an underfunding of $13,748.

2. Overfunding of non-federal payroll -
The MNDFL used a single Payroll aocount to pay employee sataries (Both 100
percent federal and 10Q percent nen-fedeml employeee. Na employee sataries

% The Audit staff's review of the transfer activity between the committee’s federal and non-federal accounts
initially was limited because the MNIDFL did not mainteir adequate records to support the transfers.
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were allocated.) and related taxes. The MNDFL paid employee benefits out of a
federal administrative account and transferred funds from the federal and noa-
federal accounts to the Payroll account to pay salaries and mies. The MNDFL
did not report any nf tho non-faderal payrolt activity. The MNDFL's total non-
federai payroll expenditures of $1,129,157 includes $756,744 for salaries,
$226,155 for taxes and $146,257 for benefits. The MNDFL transferred e total pf
$1,215,520 from the non-federal accounts to the Payroll account for the non-
federal share of payroll, resulting in an overfundmg of $86,363 ($1,215,520 -
$1,129,157) for the non-federal portion.'?

3. Reported federal activity paid from non-federal accounts:. &,
The MNDFL reported $51,105 as federal activity paid from the non-federal
accounts. Due to tan lack of supporting documentgion avaiiable during audit
fieldwork, the Audit staff initially was unable to %:{mu:-: whether the MNDFL
reimbursed the non-federal accounis for any (s Feported federal activity.

4. Unsupported transfers from non-federg ounts - ’
The MNDFL made unsupported transfers ot fi.;}wederal accounts to the
federal accounts totaling $38,263 for 2007 and 115,120 for 2008. Due to the
lack of supporting documentagion available dunng audit fieldwork, the Audit staff
was unable to determine if theYranslers from the r: fvderal account were for the
non-federal portion of shared activil_\. -

The Audit staff identified a total of $103,4%( iggirarsiers f ronf the federal acoounts to
non-federal accanuts tha! . .chod adequate s@forting dg¥imentation detailing the
purpose of the transler. If supporizd by doculigentation that shows the transfers were
related to any of thi: ac1ivity note. above, the afgount of overfunding by the non-federal
accounts may i 1eduead.

In sumrw, the Augjjl stall cu@: .1 2d the apparent overfunding by the non-federal
accou: 1+'1ientified in licldavork ..« lollowws:
&

ding of nen- erﬁﬁﬁortion of shared activity ($ 13,748)

Ulithing of non-fgderal payroll 86,363. .
Unsuppori! tzmsfers from non-federal accounts 153,383
Reported foderal activity paid from non-federal accounts 51,105

'l'grlul overfunding by the non-federal account $ 277,103

B. Interim Audit Report & Audit Division Recommendation

At the exit conference, the Audit staff provided the MNDFL representatives with work
papers detailing the transfer activity noted above. The MNDFL representatives provided
no additional comments.

The Audit staff recammended that the MNDFL provide documentation that showed:

10 See committee statement concerning the Payroll account on page 8.
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o that the MNDFL did not make disbursements from the non-federal accounts for
the punpose of financing federal activity;

o that reported federal activity paid fdom the non-federal accounts was reimbursed
by the federal accounts; and

o that the unsupported transfers from the non-federal accounts were made for
purposes other than federal activity.

In addition, the Audit staff recommended that the MNDFL provide any additional
comments and/or documentation to detail the purpose of the transfers of $103,450 made
from the federal accounts tc the non-federal accounts. o

If the MNDFL was unable to provide any documentation to,
overfunding noted above, the Audit staff recommended thal thé@vINDFL reimburse
$277,103 to the non-federal account.

account for the non-federal share of employee bencl s p.wments MNDFL subtmtted
additional documentation that addresged the overfunding ol five Payroll account for the
non-federal portion of the payroll, lhe unsupported transivi~ [ro:n the non-federal
accounts and the apparent payment of federal activity by the nyt,-lederal account. The
follawing suminacy detatls the changes régulting laqu the MFL’E resporise.

1. The underfundjgf of the non-federal ﬁhme of all&’able activity increased from
$13,748 to »1.211,960 hc.ca%se of the disclosure of the previously unreported, non-
federal shafe o1 singloyeeibenefits and Wapsfers from the non-federal account to
the federal acc.: . for ihe . fiedeial sHare of employee benefits payments. The
nor.-:2 '.. .-' taze ¢ w.ocable sotivils increased from $1,055,437 to $1,252,561

the ransigrs hom the ilon-federal account for this activity increased from
.\lO41688to‘~H 1,601 ’

2. 'l .+ netfunding ¢3:5e Payroll account for the fion-fedaral portion of the paymll
increasedyfrom $86 @63 to $102,663. The increase was due to the removal of a
transfer ) the ngn-federal account of $20,000, which was listed twice, and the
addition of $:6. 3 f‘*' for a transfer that was deposited into a federal account in
error, then si. --..quently transferred from the federal account to the Payroll
account.

3. The unsupported transfers of $153,383 from the non-federal account were cleared
by the submission of additional documentatien and the arnended disclosure
reports filed by the MNDFL in response o Finding 1 and the increase in the
overfiinding of the non-federal share of allocable activity discussed above.

4. The apparent paymeht of federal activity by the non-federal accaunt decreased
from $51,105 to $8,833. The MNDFL demonstrated that $31,529 was properly
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paid by the non-federal account, $16,785 was allocable activity ($6,042 is the
federal share — 36 percent) and $2,791 is 100 percent federal activity. The-
amended reports filed by the MNDFL corrected tha misstatement of this activity.

In summary, the response to the Interim Audit Report resulted in the following.

Underfunding of non-federal portion of shared activity ($ 120,960)
Overfunding of non-federal payroll 102,663
Unsupported transfers from non-federal accounts -0-
Reported federal activity paid from non-federal accounts - 8,833

Total underfunding by the non-federal account- 1w, ($ 9.464)

As a result of its response to thr hiterim Audit Report Regg meixlation, the MNDFL
demonstrated sufficiently that it did not overfund its fed€tgl acco .:s with funds from its
non-federal accounts. & N



