FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 26, 2012

MEMORANDUM
To: The Commission

Throngh: Alec Patmeor
Staff Director

From; Patricia Carmona "?L
Chief Compliance Officer

Tom Hintermister ¥ S\
Assistant Staff Director
Audit Division

Martin Favin V]S

Audit Manager

By: Camilla Reminsky
Lead Auditor

Subject: Audit Division Recommendation Memorandum on the National Right to
Life Political Action Committee (NRLPAC) (A09-19)

Pursuant to Commission Directive No. 70 (FEC Directive on Processing Audit Reports),
the Audit staff presents its recommendations butbw and discusses the findings in the
attached Draft Final Audit Report (DFAR). The Office of General Counsel hes reviewed
this memorandum and concurs with the recommendations.

NRLPAC submitted its respense to the DFAR and requested an audit hearing an
December 21, 2011. On February 15, 2012, NRLPAC presented certain matters at an
audit hearing before the Commission.

Finding 1. Misstatement of Financial Activity
The Audit staff recommends that the Commission find thet NRLPAC misstated its
financial activity for calandar years 2007 and 2008.

NRLPAC stated that the misstatement was the result of a bookkeeping error and
explained that it became aware of this reporting error due to a negative cash-on-
hand balance on the FEC reports. NRLPAC discovered the cause of the error
shortly before it received the Audit Notification Letter. The Audit staff



recommends that the Commission approve inclusion of NRLPAC's explanation in
the “Audit Hearing” section of the Proposed Final Aedit Repert (PFAR).

Finding 2. Disclosure of Occupation and Name of Employer
The Audit staff recomamends thnt the Canmnission nsmove this finding fram the
PFAR.

During the audit hearing, NRLPAC provided clarification with respect to its best
efforts in obtaining contributor occupation and/or name of employer information.
More specifically, NRLPACT explained how its contributor database recorded
whether NRLPAC had sent a follow-up letter to contributors requesting the
missing information. This informatien, in additien to the significant nuntber of
follow-up letters sent by MRLPAC, mifficiently demmonstrated thet NRLPAC
complied with the best efforts mquirements et 11 CFR §104.7(b).

Scope Limitation.
The Audit staff recommends that the Commission approve the following revised
scope limitation in the PFAR:

NRLPAC satisfied the minimum recordkeeping requirements
for 11 CFR §102.9 concerning disbursements. However, some
of the disbursement records did not contain information
necessary to verify the repetling ol certain infiormixtion
pertaining to independent extpenditures pursnaat to i1 CFR
§104.4 or tae reporting of dabts and abligations pursnant to 11
CFR §104.11.

In order to determine whether notices for independent
expenditures (radio and print ads) were required to be filed, the
Audit staff needed invoices or broadcast station affidavits
containing enough information to associate a dissemination
date with a partictlar independent expenditne. In addition, the
documentation jrrovidmi to tire andttors did not aiways detail
the costs spant on behalf of exch candidate; nor did the
documentn aiways contein informatina &s to which ads ware
aired or when a specific ad was run or mailer was sent.

To verify the accuracy of debt reporting, the Audit staff needed
dated invoices to determine whether they were required to'be
disclosed as a debt based on the dates of incutrence noted on
the invoices.

In its response tb the DFAR and during the audit hearing, NRLPAC disapaed with
the scope limi¢arion preanated in the DFAR. At the hearing, NRLPAC connsel
maintained that the cammittee hed previded documenmtion for 83% af the media
buys for its independent expenditures to the Audit staff and that these station
affidavits indicated the dates that the stations broadcasted the commercials.



The Audit staff does not dispute that NRLPAC provided many of the missing
records by the end of audit fieldwork. However, the documentation provided did
not siways contain enough mformaticn to verify disserninatinn dates; nos did it
always hreak down thr casts spant an behalf of sach candidate. In addition, the
affidavits were not always clear as to which ads were aired or when a specific sl
was actaally run, As a result, the Audit staff was unable to camplete its testing in
this area.

If this memorandum is approved, a Proposed Final Audit Report will be prepared within
30 days of the Commission’s vote.

In case of an objection, Directive No. 70 states that the Audit Division Recommendation
Memorandum will be placed on the next regularly scheduled open session agenda.

Documents related to this audit report can be viewed in the Votiag Ballnt Maiters folder.
Should you have any questions, please contact Camilla Reminsky or Martin Favin at 694-
1200.

Attachments:
- Draft Final Audit Report of the Audit Division on the National Right to Life
Political Action Committee
- Office of General Counsel comments on Audit Division Recommendation
Memorandum on tha National Right to Life Politicei Action Committee (A09-19)

cc: Office of Genernl Counsel




Draft Final Audit Report of the
Audit Division on the
National Right to Life Political

Action Committee
January 1, 2007 - Decemberé.:?l, 2008

Why the Audit About the Committee ¢ )-

Was Done The National Right to Life Pohttc Actxon»Canmttee is a separate
Federal law permits the segregated fund of tho Nati gg% nght to Ll}e Ci mmlttee and is
Commission to conduct headquartered in Washingfon, DC. Far more it o)

audits and field chart on the CommtttegiOrgamzatlon, p. 2. o
investigations of any Financial Acﬁvity 2
political committee that ~ ,  Receipts
is required to file o From Individuals 3 $ 3,662,627
reports under the o FromiOther Political Comtmttges 9,850
Federal Election ) Offsets,;, .-,%_p&ptmg Expendlturgs 3 4,051
Campaign Act (the Total Recélts e, $ 3,676,528
Act). The Commission 9% i
genemlly corducts such
audits when a

567,680
committee appears n éﬂ g 804.925
to have met the ’ 13’750
threshold reqmrements ’
for substantlal — 5 §3,386,355
compliance,WithHhetzis
Act.! and Recommendations (p. 3)

ﬁi‘ént of Financial Activity (Finding 1)
committeh ‘*%@Mscldim of Occupation and Name of Employer (Finding 2)

disclosure requlr
of the Act.

Future Action
The Comrnission may
initiate an enforcement
action, at a later time,
with respect to any of
the matters discussed in
this repart.

1 2US.C. §438(b).



Draft Final Audit Report of the
Audit Division on the

National Right to Life Political
Action Committee

L
i —

Gember 31, 2008
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Part I
Background

Authority for Audit

This report is based on an audit of the National Right to Life Political Action Committee
(NRL PAC), 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 pursuantito 2 U.S.C.
§438(b), which permits the Commission to conduct audits and fi#ld inveistigations of any
political committee that is required to fife a report undar 2 U,.&Cl 8434, Prior to
conductmg any audit under this subsection, the Cnmnuasmrf must by:form an internal
review of reports filed by selected commisitees to determme tif the reports filedbya
particular committee mcat the threshald reqmremmm‘?f&r*mhstenual cathipliance with the
Act. 2U.S.C. §438(b). K

_.r,‘_‘.,g

“‘”,aw
Scope of Audit &
Following Commission-approved procedures, the A %ﬂﬁff evaluated various risk
factors and, as a result, this audit examined: g Wit
the disclosure of disbursements, ﬂ%@nd obhgatlons, e
the disolasure of imtivitinal contritéitors’fcupation and namp:t empleyer;
the cansistency between reported ﬁg’éjées aindbinl, re
the completeness of reccrds; and Y 8 R
other catamittee opgfd fafions vecessary t&tﬁg’ review.
.(\ﬁ_'s 53 ﬁ;____ v:% .Em
Limitationgiw o
In maintaining its dlsb Urse “fecords, NRL P‘&c satlsfied the minimum recordkeepmg
requirements of 11 CFRi Howe: A _,_%!;ernal documentation, such as invoices and
broadcast "‘ﬁﬁﬁﬁﬁdavuts‘hwere not avatlable for review. In order to determine whether
or noteﬁébts and’i')b;,‘ ations Wm:a;paxd in a timely manner or should have been reported as
dcﬁig he Acdit staff’ 'euxied to Sé'datéd invoices, The invoice dates weaild indicate
Whenith %deht was incurréd and wﬁether it was required to be reported imtder 11 CFR
§104. 176 e

%55;} -ﬁ%
Similarly, m"%@ to det%‘hme if notices of independent expendltures were required to
be filed under 174 »ER,<§21 4, the Audit staff needed to see invoices or broadcast station
affidavits that conﬁ?ﬁ%d the dates of dissemination of these independent expenditures.
Without the propetf'documentatlon disclosing those dates of dissemination, the Audit staff
was unable to ensure that all notices of independent expenditure were filed timely.

vpLN -

‘.'h




Part II
Overview of Committee

Committee Organization

Important Dates

o Date of Registration July 12, 1979

e Audit Coverage January 1, 2007 - December 31, 2008
Headquarters Washington, DGR,

Bank Information £

e Bank Depositories

e Bank Accounts

Treasurer

e Treasurer When Audit Was Conducted

9320 i
roé‘gghM"La”ﬁdrm (June 10, 2011 -
Presen‘t-';;.-;_.

o Treasurer During Period Covered by Audit

(January r"a@tr( - September 3, 2008)
garol Tobias™: B
(Setember 472008 - December 31,

f Financial Activity

$ 481,805

$ 3,662,627

val: 9,850

o Offsets to Operatmg Expendltmes 4,051

Total Receipts $ 3,676,528
Disbursemenis

o__Operating Expenditures $ 567,680

o Independent Expenditures 2,804,925

o Cantributions to Other Committees 13,750

Total Disbursements $ 3,386,355

Cash-on-hand @ December 31, 2008 $ 771,978



Part III
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of NRL PAC’s reported figures w:gh bank records revealed
a misstatemont of receipts and cash-on-hand in 2007 and dlsbursemeﬂ’és arid.cash-on-hand in
2008. In 2007, NRL PAC overstated beginning cash-on-hand by, s;go 932, understated receipts
by $29,624 imd overstated ending cash-on-hand by $104,632. 420687 PAC overstated
disbursements by $1,437,635 and uadersiated the ending ca '-on-ha.."ﬁ 5¥:$1,300,378. In
response to the Interim Audit Report recommendation, N ~,PAC filed aﬁi@ﬁd@d reports,
properly disclosing 2007 and 2008 activity. The NRL: PAC tréasurer stated t'hatNRL PAC
would reconcile its most recently reported cash balap" and amgnd its cash balan‘ge n the next

disclosure report filed.

'.3 "
T -:1 7

In addition, the original reports filed by NRL PAC for 20 %1\3 2008 revealed an overstatement
of disbursen:ents in the amount of $687, 5 ,%NRL PAC did ngt'submit any additional
information or written comments in respo 18] iorthe Interim Auﬁ:t}&ggort

(For more detail, see p. 4) W ,%;-3 e {E&ij

Finding 2. Disclosure % ﬂﬁme of Employer
During audit fieldwork, gi€viEw; 3€ contribution from individuals revealed that 1,044
contributions totaling,§1% ] i
employer In addmgé’, IR PAC ¢ d not docmnentm‘lgest efforts” to obtain, maintain and submit
i€ futions. In resp‘ense to the Interim Audit Report
e “ da:ﬁmiﬂ% disclosing additional information received




Part IV
Findings and Recommendations

LFinding 1. Misstatement of Financial Activit_y

Summary

During audit fieldwork, a comparison of NRL PAC’s reported figures with bank records revealed
a misstatement of receipts and cash-on-hand in 2007 and d1sbursements%nd cash-on-hand in
2008. In 2007, NRL PAC overstated beginning cash-on-hand by $:13( 0 932, understated receipts
by $29,624 and overstated ending cash-on-hand by $104,632. Inf- )
disbursemants by $1,437,635 and uaderstated the ending cash: -han¢ 1 300,378, In

response to the Interim Audit Report recommendation, NR¥ P? C filed & d reports,
properly disclosing 2007 and 2008 activity. The NRL}&K"E feasurer stated {ALNRL PAC
would reconcile its most recently reported cash balg.ﬁ’ and amend its cash balante, on the next
disclosure report filed. S 3’4?;»

Wi, g
In addition, the original reports filed by NRL PAC for 20035 ‘ed 2008 revealed an overstatement
of disbursements in the amount of $687 ~5§6 NRL PAC did‘fiot,gubmit any additional
information or written comments in responsg;:to the Interim Au&ltheport.

Legal Standard
Centents ef Reparts. Each report must dlscloge- e Fign
o the amount of cash-onsHiititia  fhe beginning:fm d end of the reportmg period;
-ﬁcelpts ‘f‘qg}he reporting pbnod and for the calendar year;
i ursemén& for the repot'hng period and for the calendar year; and

20n Am';{;ided Reports as Compared with Bank Records

Work! “The Audit staff reconciled reported activity with bank records for
calendar years 206 and 2008. The following charts outline the discrepancies for the
beginning and endmg cash balances, receipts and disbursements for each year. Succeeding
paragraphs address the reasons for the misstatements, if known.

A. Misstatéiiient of Activitiif




2007 Activity
Reported Bank Records Discrepancy
Beginning Cash Balance $612,737 $481,805 $130,932
@ January 1, 2007 Overstated
Receipts $53,518 $83,142 $29,624
Understated
Disbursements $102,265 $105,589 $3,324
.43k, Understated
Ending Cash Balance $563,990 $459,338%" " $104,632
@ December 31, 2007 A Overstated

e Bank interest not reported
e Vendor refunds for radio ads not reported
o Unexplained difference g

Understatement of reeeipts

2Ty i~
-, .
% o
: &‘rﬂl‘b
&%:‘ s

'-\

f’,’;
The misstatements described above rest 2 ovq;%tatement of the ending

cash-on-hand.

2008 Activity 3
& Reported o ﬁ“Bank Records Discrepancy

% # $459,358 $104,632

Overstated

$3,593,386 $32,625

.»'\"f" Overstated

‘ ’#ﬁﬁuxsmments $3,280,766 $1,437,635
Overstated

$771,978 $1,300,378

Understated

o Unreported disbursements $ 184,070
e Disbursements to printing vendor reported twice (1,526,656)
e Over-reported disbursements (80,357)
e Unexplained difference (14.692)
Net overstatenrent of disbursements 3 1.437.635

The duplicate reporting of $1,526,656 in disbursements to the printing vendor was due to
incorrect reporting of independent expenditures. NRL PAC paid for these independent



expenditures in advance of the dissemination dates. NRL PAC should have reported
these advarce paymerits on Schedule B, Line 21b, at opcrating expenditunes. Once tha
committea distributed the printed matarials, it shounld have subtracted the ameunit af
these expendituaes from Line 21b and reported them as independent expenditures on
Schedule E. NRL PAC correctly reported these expenditures on Line 21b when the
payments were made, then correctly disclosed the independent expenditures on Schedule
E upon dissemination of the materials. However, NRL PAC failed to subtract the amount
of the independent expenditures from Line 21b.

The misstatements described above resulted in a $1,300,378 undgi‘stratement of the ending
cash-on-hand. _ﬁs,-;;,,;.

ﬂﬂi“' ke ‘:‘\h
2. Interim Audit Report & Audit Division Recommetidition 4
The Audit staff discussed the misstatements for 200];-@%%,2008 mthﬁi%&\c
representativos during the exit conference and pro_%l'ﬁed copies of relevaril;Work papers
detailing the misstatements. NRL PAC represepifatives stated that the comn % ould file
the necessary amended reports. Amended reportsi] RI, PAC after the'exi
conference corrected some, but not all, of the misstatyg i &

The Interim Audit Report recommendiéd.that NRL PAC: "3%;.
¢  amend its reports to correct the mhifstatements noteﬁ%ﬁggq,
e  reconcile the cash balance on 1ty mostré: de

recent report tO‘i
discrepancies that cocld affect thy recommended.adjustments; and

o  adjust cagh ag pegessary en its moft récent repdtiyoting that the adjustment is the
result of prigt period hdjustments. %, *
SRR T,
3 Commlttee"kﬁ%{m; to I.,ﬁrim Audit Report

i

et communiggtion with the current NRL PAC treasurer, he

NRL PAC filed amend"&%;gg 74812008 reports'to properly disclose activity as

o@'{qmncﬂe the most recent cash balance and include the

e &

In addition to exaniiiliing the most recent reports filed by NRL PAC prior to the audit, the
Audit staff compu%ﬁ the original reports filed with the bank records and discovered a
$687,536 overstatement of disbursements in 2007 and 2008. This misstatement was largely
due to the incorrect reporting of independent expenditures as noted above.

2. Intarim Andit Report & Audit Division Recommendadion

The Audit staff discussed the misstatements for 2007 and 2008 with NRL PAC
representatives during the exit conference and provided copies of relevant work papers
detailing the misstatements.




The Interim Audit Report recommended that NRL PAC submit any additional information or
written camments it cansicles reievimt to the mattar.

3. Committee Response to Interim Audit Report

NRL PAC did not submit any additional information or written comments regarding this
matter,

| Finding 2. Disclosure of Occupation and Namg of Employer

TR w_,.

Summary f:%;:
During audit fieldwork, a review of contributions from individyals revealed that 1,044
contributians totaling $146,115 lacked disclosure of the contn tor s ocqmatlon and/or name of
employer. In addition, NRL PAC did not document “bestf.ﬂ‘orté” to obtam{m“_gmtam and gubmit
information for most of these contributions. In tesponse ‘to the Interim Audlt%
recommendation, NRL PAC filed amended reports;disclosing additional infomd:iﬁ jn received
fram contributors. = y e

Legal Standard
A. Disclosare of Keeeipts. For each iteérii :
e the full name and address (mcludmgi‘ii p:code) of the conthiBy !

the name of the contributor’s employ, fv fithg) zontributor i is'8 gn individual);
the comnbumr § ocnupal on (if ire anuw %ﬁ%\w&mﬂ),
Hgscont ibution ar l‘ y'was designpted;

i)

the aggregafé ele :,
same source. 11 FR

e it When the treasurer of a political committee shows that
' ‘@\ﬂ'orts%ﬁ%klzglow) to ubtain, maintain and submit the infarmation

o) ttee.gs reporto and reoords will be considered in compliance
G, é‘,‘ ®.

C. Definition of Best Effo i ¢ The treasurer and the committee will be considered to have used

“best efforts” if'the co*;gmxttee satisfied all of the following criteria:

e All written solxqiﬁhons for contributions included:

o aclear requést for the contributor's full name, mailing address, occupation, and name
of employer; and
o the statement that such reporting is required by Federal law.

e Within 30 days of receipt of the contribution, the treasurer made at least one effort to
obtain the miesing informginn, in either a written request or a documented oral request.

e The treasurer reported any centributor information that, although not initially vrovided by
the contributor, was obtaiued in a follow-up communication or contained in the
committee’s records ar in prior reports that the committee: filed during the same two-year
election cycle. 11 CFR §104.7(b).




Facts and Analysis

A. Facts

A review of itemized contributions from individuals revealed that 1,044 contributions totaling
$145,615, or 29 percent, of the dollar value of individual contributians itemized by NRL. PAC,
lacked disclosure of the contributor’s occupation and/ar name of employer. NRL PAC disclosed
most of these contributions with the notation “requested” or “Information Requested.”

For 708 of these contributions totaling $92,416, the committee prov1dedeno evidence that it had
exercised “best efforts” to obtain, maintain and submit the mformat;gg “Thig represents the
majority of the individual contributions lacking the requirad lnformiftxon For thu retnaining 336
(1,044 ~ 708) cootritutions taialing $53,699, NRL PAC obiniged't
did not, hownver, amand its reports to disclose the addltlonal 1,
50s,
B. Interim Audit Report & Aundit Division Recomm da“lrt:nn
The Audit staff presented this matter to NRL PAC g sentatlv&ss at the exit cofiférenc
with the appropriate work papers. In response, J&Q counse stated that appr@’ﬁ#l'
amended reports would be filed. Amended repors ﬁlgg -NREPA
reduccd the doliar value of errors to $136,330, or 27 perc ﬁf the dollar value of individual
contributions itemized by NRL PAC.

e
T .
n

requu-ed contributor mformatlon, or % ﬁ
° muhmeffortto ,T‘ o e o 5
and provide déigﬁmentah 1:0f such eﬁ‘orts (such as copies of letters/emails to the
contributors™ d/or Phone‘t,,légs), and
fales AS

ized Recel ts) to disclose contributor information in
&* p‘,butor information obtained in response to this



MEMORANDUM

TO:

FROM:

SUBJECT:

FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 4, 2012

Patricia Carmona
Chief Compliance Officer

Tom Hintermister
Assistant Staff Director
Audit Divisian

Christopher Hughey fck

Deputy General Counsel

Lawrence L. Calvert, Jr. 40(6
Associate General Couns

General Law and Advice

Lorenzo Holloway | R by MTF

Assistant General Counsel
Public Finance and Audit Advice

Margaret J. Forman . )
Attorney

Audit Division Recommendation Memorandum on the National
Right to Life Political Aetion Committee (LRA 812)

The Audit Division has submitted for our review the Audit Division
Recommendation Memorandum (“ADRM”) on the National Right to Life Political
Action Committee (“NRLPAC”). The ADRM includes a scope limitation and two
findings: Misstatement of Financial Activity (Finding 1); and Disclosure of Occupation
and Name of Employer (Finding 2). We agree with the Audit Division as to these
findings; however, we recommend that the ADRM include mere information pertaining
to recommended changes to the scope limitation as described below. If you have any
questions, please contact Margaret J. Forman, the attorney assigned to this audit.



Memorandum to Patricia Carmona and Tom Hintermister
ADRM on National Right to Life PAC (LRA 812)
Page 2 of 2

SCOPE LIMITATION SHOULD BE MORE SPECIFIC

The Audit staff proposes in the ADRM to amend the scope limitation. We agree
with the Audit Division’s appraach, but we think that the scope limlitation requires
additional explaration ahout what could not be tasted and why the Committee’s
documents related to the independent expenditures were nat suffiaient.

During the audit hearing, NRLPAC raised concerns about the language in the
scope limitation and the auditors agreed that it would be more accurate if they modified
the language to clarify that some of the disbursement records did not contain information
necessary to verify the reportiag of certain informetion pertaining to indegendent
expenditures mnsuaut to 11 C.F.K.. § 104.4 or the reporting of debts pursuant to
11 CF.R. § 104.11. In mnking this chaage, howcver, the Audii stai) removed ailicc
language previously added in response to our advice,

We had previously advised the Audit staff, in our comments to the Draft Final
Audit Report (“DFAR”), to be more specific as to what it was about the Committee’s
reporting of debts and obligations, or of independent expenditures, that the audit was
unable to fully test. Independent expenditure reporting, in particular, involves a number
of different requirements, and it was not ¢lear from the draft version of the DFAR which
of these requirements could not be sufficiently tested. The auditors modified the DFAR
to include additional sentences that addreszed our concems. We do not believe that
anything hus chiriged wince the nedit hearing that wauld eliminate this cancern. We,
therefare, recommend that the Audit staff medify th: ADRM to include this infonriatioa
or explain why this infarmation is no lnnger necsssary.

The ADRM should also explain why the Committee’s documentation of its
independent expenditures was not sufficient. The Committee asserted, at the audit
hearing, that it had station affidavits supporting 83% of the media buys for its
independent expenditures. The Committee claims that the station affidavits show the
dates that the atation broadcasted the cenmmercial. The Committoc contends that this
infornmtion shouid be sulficient to allow tlie Audit Divislon to test for when the
Committee disseminated its independent expemliitoces. The Comnttee’s argamonta,
therefore, raiso the issue nf why the Audit Divisiau still maintains that it could not test for
the date that the Committee disseminated the independent expenditures.

We understand that the Audit Division has several reasons why it maintains that it
cannot test for the date of dissemination. To rosolve this issue, we believe that the
Commission simivid be aware of the underlying reasons for the Andh Division’s position.
Wa, therefore; recommend that the Audit Divigioh ccvise thn ADRM tn inchudo this
explanation.




