FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

December 30, 2013

MEMORANDUM
To: The Commission

Throngh: Alec Palmer
Staff Director

From: Patricia C. Orrock -?(59’
Chief Compliance Officer

Thomas E. Hintermister <\
Assistant Staff Director
Audit Division

Doug Kodish hla ﬁ/
Audit Mapager

By: Paula Nurthen
Lead Auditor

Subject: Audit Division Recommendation Memorandum on the Dallas County
Republican Party (DCRP) A11-14)

Pursuant to Commission Directive No. 70 (FEC Directive on Processing Audit Reports),
the Audit staff presents its recommcndations boiow #nd discusses the findings i the
attached Draft Final Audit Report (DFAR). The Office of General Counsel has reviewed
this memorandum and concurs with the recommendation(s).

Finding 1. Misstatement of Financial Activity

The Audit staff determined that DCRP understated its reported receipts and
disbursements by $31,817 and $32,201, respectively. In response to the Interim
Audit Report recommendation, DCRP amended its reports and materially
corrected its misstatements. DCRP had no additional comments in response to the
DFAR.

The Audit staff reeommends that the Commission firnl that DCRP misstated its
financial activity for calendar year 2010.

Finding 2. Recordkeeping for Employees
For the period covered by the audit, DCRP did not maintain any monthly payroll
logs, as required, to document the percentage of time each employee spent on



2

federal election activity. For 2009 and 2010, the Audit staff identified payments to
DCRP employees totaling $85,520 for which monthly payroll logs were not
maintained. This consisted of $70,520, for which DCRP allocated payroll betwesn
federat and non-federal funiis, nnd $15,000 that DCRP paid exclusively with non-
federal funds.

In response to the Interim Audit Report recommendation, DCRP stated that it
agreed to maintain monthly payroll logs to track federal election activity for non-
federal payroll and payroll allocated between federal and non-federal activity.
DCRP did not file an additional response to the DFAR.

The Audit staff recommends that the Commission find that DCRP failed to
maintain logs to document the time employees spent on federal election activity
totaling $85,520.

DCRP did not request an audit hearing.

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 ststes tant the Audit Divisian Reconaneodation
Memarandum will be placed an the next regularly scheduled open session agenda.

Documenis reitaed to this audit toport can be viewed in the Vating Ballot Matters folder.
Should you have any questions, please contect Paula Nurthen or Doug Kodish at 694-
1200.

Attachment:
- Draft Final Audit Report of the Audit Division on Dallas County Republican Party

cc: Office of General Counsel



Draft Final Audit Report of the
Audit Division on the Dallas

County Republican Party
(January 1, 2009 - December 31, 2010)

Why the Audit About the Commlttee {p- 2)
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Part 1
Background

Authority for Audit

This report is based on an audit of the Dallas County Republican Party (DCRP),
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 cenduct audits and field investigations of any poritioal comnnittee that is
required to file a report urnder 2 U.S.C. §434. Prior to conducti

subsectxon the Cc:mmlssxon must perform an 1nternal rewew Fof repmts filed by selected

requirements for substah.ual compliance with the Act. %ELS Q,<"§438' ke

e
Scope of Audit ﬁm’%’
Following Commission-approved procedures, the Audxt “staff nated various risk
factors and as a result, this audit examined: s & %};ya-"

. the disclosure of individual contributors’ océﬁ 40 and name d:faemployer

el

1

2. tne disolosure of disbursements, debts and?*obhgaﬁ;z .; !
3. the disclpsure af expensos allucatod betv(?@n fegéral i
4, the consistency between reparted figiiics and l;ﬁnk

5. the campleteness of recards; and S

6 5

i

or Early Com sion Cp’ﬁsideration of a Legal Question

£ "-thc Commission “Pdﬁ%' Statement Establishing a Program for Requesting

i ﬁpf Legal Questnong"’ﬁy the Commission,” several state party committees
unaffiliated Mﬁi‘}RCRP requestgd early consideration of a legal question raised during an
audit. Spemﬁéﬁl’ytthe Comrmksnon addressed whether monthly time Ings under 11 CFR
'r\edﬁﬁ‘t employees paid with 100 pereent foderal funds.

The Commission congftided, by a vote of 5-1, that 11 CFR §106.7(d)(1) does require
committees to keep & monthly log for employees paid exclusively with federal funds.
Exercising its prosecutorial discretion, however, the Commission decided not to pursue
recordkeeping violations for the failure to keep time logs or to provide affidavits to
account for employee salaries paid with 100 percent federal funds and reported as such.
Audit staff infonned DCRP’s representative of the payroli log requirement and of the
Commission’s decision not to pursue recordkeeping violations for failure to keep payroll
logs for salaries paid and correctly reported as 100 percent federal, excluding amended
filings. Finding 2 of this andit report (Recordkeeping for Employees) does nat include
any DCRP employees paid with 100 percent federal funds and reported &s such.



Part II
Overview of Committee

Committee Organization

Important Dates

e Date of Registration February 5, 1999

e Audit Coverage 20095 December31 2010
Headquarters ay

Bank Information

e Bank Depositories

e RBank Accounts

Treasurer

e Treasurer When Audit Was Conducted I-L%_qgrable W d

o __Treasurer During Period Covered by Audit; ﬁde'ﬁ?thﬂn Neermari 5+

Management Information & SR

e Attended Commission Campaign Fmancg‘t:
Seminar s
-1'0'11_-\;&,—

e Who Hundlad Accounting and
Recordkeeping Tasks 2

Cash-on-hai ) $ 1374
Receipts o b

o Contnbutloné’ "”?“’ iviiduals 350,116
o Transfers from NoAsER eral Account 196,000
o Other Federal R@pts 1,009
Total Receipts  * $ 547,125
Disbursements :

o _Operating Disbursements : 480,625
o Federal Election Activity 36,372
© Other Disbursements 31,000
Total Disbursements $ 547,997
Cash-on-hand @ December 31, 2010 § 502




Part III
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of DCRP’s reported financial activity with its bank
records revealed that, for 2010, DCRP understated its reported receipts and
disbursements hy $31,817 and $32,201, respeatively. In r,em(;nse&te the‘Intenim Audit
Report recommendation, DCRP amended its reports and‘matennll' i éoia‘entsd its

‘-:i;-',

HLERS,
R0 )"ﬂ 5 \'f
o R

During audit ﬁeldwork the Audit staff determmed that E@W&d not maintain any
monthly payroll logs, as required, to document the percentage oEG each employee
spent on federal election activity. For 2009 and Zq,lgthe Audit sf‘éﬁ’ tified payments
Hly payroll logs Were not
maintained. This condsted of $70,520, for Whlbh DER: R:allocated-payroli between

federal and non-federal funds, and $15 000 ,': DCRP p&i& g%_tglumvely with non-federal

5‘\'. .: 5 % #{ ',_'\
In response to the Intenm Audit \qig&; recommenM DCRP agreed te maintain

ai'?'
g -,

* This total does not include payroll for employees paid with 100 percent federal funds and reported as
such. (See Part I, Background, Commission Guidance, Request for Early Consideration of a Legal

Question on Page 1).



Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary
During audit fieldwork, a comparison of DCRP’s reported ﬁnanclal actmty with its bank
records revealed that, for 2010, DCRP understated its re ,;
disbursements by $31,817 and $32,201, respectively. Infrbkponsm',( _‘;‘ _
Report recommendation, DCRP amended its reparts argi‘mamna"& ‘
misstatements, BT

g

Legal Standard

Contents of Reports. Each report must d1sclose
®
[

e certain traasactions that require ltqmizatlon o Schedule ‘A’(ltemized Receipts) or
Schedule B (ltemized Dlanuxsements) 2 U.S: ,§A3ﬁfb)(l), (2), (3), (4) and (5).

'/'.f i
Ly, o

for 2010. The fo _':w:ng chart outlines the discrepancies.

.-:;.« o,

2010 Activity

: A Reported Bank Records | Discrepancy
%"ﬁiﬁiﬁfhzg?é‘.‘““ $1,178 82005 | (g
Receipts $287,185 319,002 | o, SLEI7
Disbursements $288,344 $320,545 | o, 2201
%“32&3?3’3?}?5? 0 $19 $02 | (1 serotd




The understatement of receipts resulted from the following.

e Credit cmd deposit not reported $ 24277

e March 2010 depogits not reported 5,995

¢ On-line deposit not reperted 1,720

e Miscellaneaus identified amounts (175)
Net Understatement of Receipts $ 31817

The understarement of disbursements resulted from the following.

e Transfers to non-federal account not reported $ 31,000

e Miscellaztous identified disbursements not reported ' 1,341

e Unidentified difference
Net Understatement ef Dishursements

misstatements hoted ahove. ;;,"’

i v/:! §
C. Cnmmmee Response to Interim: Au"dlt R'a'pelst A5
In response to the Interim Audit R}@ﬁi—t recommeﬂdagg‘meCRP filed amended reports
for 2010 that matenally corrected'lrtg; a2 1SS tatements. "

.,_'-,:- T
Record ee)

Mldwork, the AuditStaff determined that DCRP did not maintain any
monthly payré ”ﬁi , 8s requu:eéf to document the percentage of time each employee
spent on federal’ Cfieg;ﬁon activity. For 2009 and 2010, the Audit staff identified payments

maintained. This coné""téd of $70 520, for which DCRP allocated payroll between
federal and non-federal funds, and $15,000 that DCRP paid exclusively with non-federal
funds.

In rosponse to the Interim Audit Report recommendition, DCRP agreed to maintain
monthly payroll logs to track foderal election activity for non-federat payroll and payroll
allocated between federal and men-federal activity. The Audit staff cansiders the matter
resolvod.

* This total does not include payroll for employees paid with 100 percent federal funds and reported as
such. (See Part I, Background, Commission Guidance, Request for Early Consideration of a Legal
Question on Page 1).



Legal Standard

Maintenance of Monthly Logs. Party committees must keep a monthly log of the
percentage of time each employee spends in connection with a federal election.
Allocations of salaries, wages, and fringe benefits are to be undertaken as follows:

e employees who spend 25 percent ar less of their compensated time in a given
month on federal election activities must be paid either from the federal account
or have their pay allocated as administrative costs;

o employees who spend more than 25 percent of their compensated time in & given
month on federal election actlvities must be pait only from a federal account; and,

e employees wha spend sone of thelr compensated timg.in & given. montl ou fedaral
election activities mhy be paid eniirely with fundg¥tiEéarnfilyWith staie faw, 11
CFR §106.7(d)(1). 4 S
Facts and Analysis R

A. Facts A gl
During fieldwork, the Audit staff reviewed disbursements for pﬁi{; i1, DCRP did not
maintain any monthly logs or equivalent recordg toiocument the pé’t?%fl‘tage of time each
employee spent in connection with federal elegtion i@gﬁ% These [Bgs are required to
document the proper allocation of fedaral ar;j_i_i’;;;on-fg&é’-',‘ -fand vsed to pay em?loyee
salaries and wages. For 2009 and 2010, logsiwiére got maiigifed for $85,520%° in
payroll. Ths $85,520 consisted of $7;320, for wiich payfoll was allocated between
fedoral and non-fedesal funds, and.§18,000 that wis'gaidiexclusively with non-federal
funds. SR R

F
B. Interim AuditRe HKudit D-i"vléi:i_j%&ecommendation
At the exit goiiference and duingiandit fielork, the Audit staff discussed the payroll
recordkeggiing issue with DC presentatives. The representatives offered no

Figyecs that werg:paid with exclusively non-federal funds or ax allooation
of federal and ﬁ%:_-_"' deral fungds, the Interim Audit Report recommended that DCRP
provide the followiBgt:, .
e cvidence that Djéf{P had maintained monthly time logs to document how much
time the employee had spent on federal election activity;
or
v provide and implement a plan to maintain monthly payroll logs to track the
percentage of time each employee spends on federal election activity.

$ Amounts are net of payroll taxes and benefits totaling $22,896.

® This total does not Include payrali for pmployses paid with: 106 percent federal fiinds and reported as
such. (See Part [, Background, Commission Guidance, Request for Early Qonsideration of a Legal
Question on Page 1).



C. Committee Response to Interim Audit Report

In response to the Interim Audit Report recommendation, DCRP agreed to maintain
monthly payroll logs to track federal election activity for non-federal payroll and payroll
allocated between federal and non-federal activity. Such action is consistent with
Commission guidance with respect to payroll logs. The Audit staff considers the matter
resolved.




