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MEMORANDUM

TO:

THROUGI! :

FROM:

SUBJECT:

FEDERAL ELECTION COMMISSION

WANHINGTON DO 20463

October 16, 1980

FRED ETLAND

-’
BOB COSTA ﬁ%/

JUDY HAWKINS

PUBLIC ISSUANCE OF THRESHOLD AUDIT REPORT -
THE REAGAN FOR PRESIDENT COMMITTEE

Attached please find a copy of the threshold audit revort
of the Reagan For President Committee, which was approved by
the Commission on September 16, 1980.

Informational copies of the report have been received
by all varties involved and this revort may be released
to the public.

Attachment as stated

cc: PFC Library

RAD

rublic Records -
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FEDERAL ELECTION COMMISSION

WASHINGTON DO 20463

THRESHOLD AUDIT REPORT OF THE AUDIT DIVISION
- ON
REAGAN FOR PRESIDENT

I. Backaround
h.  Qvervicw

This report covers an audit of Reagan For President
("the Committee"), to determine whether there has been compliance
with the provisions of the Federal Election Campaign Act of 1971,
a5 amended {("the ARct"). The audit was conducted pursuant to
Section 9039(b) of Title 26 of the Internal Revenue Code wiiich
states, in part, that the Commission is authorized to prescrite
rules and regulations in accordance with the vrovisions of sub-
sectinn (c), to conduct examinaticons and audits (in addition *c
exami*ﬁtlons and audits rcqu1re€ by Section 9038(a)), to conduct
invoctigations, and to require the keeping and submission of anv
books, records, and information, which it determines to be
necascary to carry out the responsibilities under the charter.

In addition, Section 9038.1(b) of Title 11 of the
£ Federal Regulations states that the Commission mav
cenduct other examinations and audits from time to time as
it desms necessary to carry out the provisions of this subchazter.

The Committee registered with the Federal Flection
Cemimission on February 28, 1979 as the principal campaian
cornittee of the Honox1blo Ronald Reagan, candidate for the

Renublican nomination for President of the United States.
(2421

Th~ Ccmittee maintains its headquarters in Los Angeles,
California.

The Audit coverced the veriod from February 26, 1979,
th~ inception date of the Committee, throuagh December 31, 197%.
Durins this veriod, the Cemmittee reported an opening cash balance
ol ©-0-, total receipts of $7,210,953.66, total exwvenditures
of 5%,536,373.68, and a closinq cash balance of $554,571.98.
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This report is based on documents and working papers
supporting cach of the factual statements contained herein.
They form part of the record upon which the Commission based
its decisions on the matters addressed in the report and were
available to the Commissioners and appropriate staff for review.

B. Kevy Personnel

The principal officers of the Committee during the
period audited were Senator Paul Laxalt, Chairman and Ms. Bay
Buchanan, Treasurer.

C. Scope

The audit included such tests as verification of total
reported receipts, expenditures and individual transactions;
review of required supporting documentation; analysis of Committes
debts and oblig gations; review of contribution and expenditure
limitations; ané such other audit procedures as deemed necessary
under the cmrcumstances.

IT. Audit Findings and Recommendations

AL Introduction to Findings

The objective of the threshold audit i to review the
Committoee's accounting policies and procedures in order to
dotcrmine not only their current but also their potential abilit-
to mply with Title 2 of the United States Cecde and Title 26 of

“o Internal Fevenue Code, and to verify the accuracy of reports
and statements filed during the audit period.

B, Audit Findings and Recommendations

The Committee response to the Commission approved Interis
Throshold Audit Report was due on August 6, 1980. However,
on ;1.«nt 8, 1980, the Commission received a written request from
t‘n Committee for an extension of time from August 6, 1980, until
Auvaguss °5th to file their views in response to the Interim Thresho .l
audit RPeport. On August 19, 1980, the Commission voted to deny ti-
Cormithee's extension request, and agreed that any amendments or
documentation presented with respect to the findings contained in

[,
[P

nis renort will be acknowledged in the post-primary audit revort.

g.\l

Included below are the findings and rccommendations
a7 wresented to the Committece on July 7, 1980. As of \ugust 6,
1an 1

', the Committee did net present any documentation to indicate
© theer had comrlied with any of the recommendations set forth
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1. Contribution Limitations

Section 441la(a) (1) (A) of Title 2 of the United States
Code states that no person shall make contributions to any candidate
and his authorized political committees with respect to any electicn
to Federal office which, in the aggregate, exceed $1000.

) la) During the review of contributions, the
Audit staff noted 128 persons made contributions which exceeded,
or when aagregated with other contributions from the same person
woere in excess of, the $1,000.00 limit. The total value of the
excessive portions was $75,820. According to Committece records,
these contriputions had not been refunded to the contributors.

1b) Gur reoview also indicated 48 contributions
that initially appecarad excessive, but had been brought within
the 1iwit° based upo:: letters from ceontributors authorizing the
Committee to attribute a portion of the contribution(s) to
another 1ndividual as husband and wife apportionments. The
value ¢f thoesc ions appearina as cxcessive in the repor<s

3!
al ! i
1 823,070.00.  Anotns ituation encount :rod during the review
was that because of 5 (i.e., intut, ccding, etc.) in the
Commitsoe's data bas centributers 30 contributions had been
durlicated on the rerzrza (1.¢. the same contribution itemized
twice) tctal vzlue o7 these dunlicatoe cntries appearing
in the rerortss is S2 .28. The repeorts have not been amended
to corroect the publi oréd with reswnoct to the ceontributions
menticnad in this po i,
Committeoo aureed to review the apvarent
contributinrs and rectify this situation by obtaining
from contribusors authoricing avrortionment of the
Pration(s). 17 ~hn lotters cannet bo obhitained, the Commitio-
refund th. ucessive portions to the contributer(s).
the Committ .. agreed tc amend 1ts reports to corract the
~cord for eonoributions that avveared to be excessive, por
£, documecntod in Committee files as beoin-~

- but are, in fac
\

limites.

The Audit staf? reccamends that within 30 davs of receipt
ofothic nrtification, the Committee refund the excessive portions
ot eenoribations noted in 1Y and provide evidence of the

N I s s et S
(i.c. £he frond and bkack of o

ch cancalled check used to

- hoe u
i vin), or rrovide evidence clearly demonstrating that
th nnsoar in fact, not axcessivee., Further, it is
e Geomh Commite o ftemize the retunds in 1ts next
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regularly scheduled report to the Commission. If the Committee
can demonstrate to the Commission's satisfaction that certain
contributions are not excessive, it is recommended that an amended
report(s) be filed to correct the public record. Further, it is
recommended that the amended report(s) include the contributions
outlined in 1bh) that have been corrected on the Committee's data

base but currently app.ear as excessive on the Committee's reports
as filed.

2. Allocation of Fxpenditures to States

Section 441a(bh) (1) (A), and 44la(c) of Title 2
of the United States Code provides that no candidate for the
office of Prezident of the United States who has received
matchinag funds may make expenditures in any one state aggreagatina
in excess of the greaster of 16 cents multiplied by the state
voting ace porulation or $200,000.00, adjusted by the Consumer
Price Index.

Sa

Stion 100.2(a) of Title 11 of the Code of Federal
Fooulations states

hat exvenditures made b" a Presidential
candidute's authorized committee which seck to influence the
ncoination of tho candidate in o particular state shall be attri-
uted to that Srato. This sectinn further requires that the
allocaticon of exreonditures shall be reported on FEC form 3Pc.

Durinag the pericd o audit, Section 106.2(b) of

5

audionee or readerchip, of voting ace which can reasonably be
ccred to be influcnced by theso advertisements. Expenditures
for travel within a state shall be attributed to that State.
Rurenditures for travel between States need not be attributed to
noindividuadl State.

Ticle 11 of the Code of Federal Reculations stated, in part,
thaco expenditures for staft, media, printing, and other goods
ard scrvices used in a4 campaign in a specific state shall be
atr*ributed to that State. Further, Scction 106.2{(c) (1) and (2)
gtated, i rv, that expenditur~s for publication and distri-
bucio aner, magasine, television, and other types of
adversisgcments distvributed in more than one state shall be
atorikbutod to cach state in proportion to the estimated viewing

our review of exrenditures for the audit period
te determine the Committee's compliance with

1
Lhee recordrecrning, reporting and allocation requirements of the
Act. Bascd urnon our review, which consisted of an examination
ol selected disburcements on a 100° basis plus an unrestricted
ranicn samnle drawn from a separate population of approximately

raoronts, we dotermined the following:
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Sa)  Expenditures Reviewed on a 100% Basis

Seventy-cight expenditures totaling $237,586.75
were not allocated to the proper states, in conformance with the
provisions outlined above. These expenditures represent approxi-
mately 26.09 ol the total number of and 17.12% of the total dollar
amount of cxpenditures within this review category;

2b)  Expenditurecs Reviewed on a Sample Basis

Approximately 22.9% of the total quantity and
38% of the total dollar amount of expenditures reviewed in the
sample were not allocated to the appropriate state(s).

Generally, the reasons for the allocation dis-
crepancies noted in both of the above categories appearcd to be a
time delay in receiving the expenditure information from the state
offices, anl travel and salary exrenditures made to individuals
traveling and.or arsianed within particul ir states and/or regional
areas.

The Ceommittee did not ~xceed the state spendina
limitaticons in anv one state during 1979. However, the Ccocmmittee
i o3 that increased activisy durinag 1980 mav cause some
to be exceeded 1f procedure.s are not changed.

The Committeos indica-.+1 that it would reviecw the

£ roespect te the allecaticn discrepancies noted in

> the audit staff recommends thait within 30 davs of
this neotification the Committ.» amend its state by
vgation Schedule (FEC Form 3Pc) allocatina the

cs to the appreopriate state(s).

ith respect to the discrepancies noted in (2b) above, the
Audit staif recommends that within 30 davs of receipt of this
notirication the Committee review its disbursements and include
within the amendment to TEC Form 1

veallo;

ther

ition of empenditures to t appronriate states. ‘PFurther
ittee shonld provide the Audit stnaff with copies of the
Xing pagors sv“"or*inn the reallocation (bank
acceuns and chech number, date, amount, ravee, original alloca-

:‘ '1' b)

i
Pc the dollar value of any
Re

ticn ant adjusted 111@V&Llon,. Uron receipt of the amended FEC
Pors S0 s oand aneoc 1LLA worn yarerz, the Audit staff will review
th Lohoe s ;v?jxmt od allecation to dotermine the adequacy
Tf‘t¥~ ommittee's corrections to the State-by-State Allocation
St tile
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3. Financial Activity Not Accurately Stated

buring the period audited, Section 434(b) (1), (8),
(11) and (14) of Title 2 of the United States Code required the
Haclosur of the amount of cash on hand at the beginning of the
reportin: sericd; the total sum of all receipts and expenditures;
and such oty infeormation as shall be required by the Commission.

our reconciliation of the Committee's bank accounts

to its Jdisclosure reports indicated that (a) total reported
receipts wore understated $11,602.16, (b) total reported expendi-
tures were undorstated $€37,404.13, and (¢} ending cash at December 31,
1979 was overstared $25,801.97, 1t appears that theoe discrepancies
were carrosd by oineluding as cash on hand the value of "unspent”
runds troonmitted from national headguarter:s bank accounts to various
state oo accounts.  These "urspent" funds were classified as s'ch
be the Conmitteco until the expenditurce information was received from
the stat. offices and accounts. In several instances the detailed
informas oo (i.o. listinas of disbursements made) was not received

tir. 1 basis for inclusion in the disclosure report coverina
t':-.w tizne voeric! in which the funds were expended. Theretore, a
;01972 activity was included in the 1980 disclosure reperco.
the vrmmittee has not vet received one (1) set of bank
nrs o oant o cancellea checexs from a statoe bank account Yor
1979, Therefore, thin activity could not be accurately
Tor in the reconciliation procesa,

~

Who Committee concurred with our view that the lag
i was laraoels responsible for the di f ference and agreod to
pteemnt 4o rodnce the lave time for future reports.

oooAaudit staff receommends that within 30 days of rtoceipt
R AP :m"i"ic‘:tio“ the Committece make available to the \udxt
statonent and cancelled checks tor

vttt the lackinag bank
roessnciliarion purposes.  Purther, it is recommended thlL the
Gommith e endeavor to roﬁucc the lag time involved in receoiving
Yoo inTarmation from the state offices and accounts, thoxooy
inoreaning the accuracy ¢f reported financial activity in the
.
g Loans ind Loerters of CY‘(lt

1 audit period Section 4340 (1) of

Srrbe oo kb Unit Coda requirved the disclosure of
: : Yoant onatus 5oand obligations owed by the
PR oh e o Jemmiasicon may presaoribe, and
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a continuous reporting of their debts and obligations until they
arc extinauished, together with a statement as to the circum-
stances and conditlons under which any such debt or obligation
is exringuished and the consideration therefore.

Further, the Commission has included within the
Ilndn( tal Control and Compliance Manual For Presidential

andidates Receivine nubllc Financing (Primary Election Financina),

publlSnLQ July 1979, 3 suggested format for the disclosure oF
letters of credit.

4a) qucloquro of Loans

The Audit staff noted a bank loan received on
September 6, 1979 for which the reported nature (details of the
ebt) on Schedule C-P consisted of only "Bank Loan." The
Committee did not disclose the rate, duration and collateral (if
any) used to secure the loan.

-

4b)  Letter of Crodit

A letter of credit in the amount of $30,700 was

cstablished with a barnk on March 5, 1979 which was subsequen<ly
increacad to $60,200 and then to $90,000 during calendar vear

1979. The lotter of oredit, scocured with money market cortifica ates,
was in favor of the Phcifiic Telephone and eleqraph Company as
security for a national telephone agreement. The Committee did no:
disclo. the $39,000 initial increment, but disclosed the subsequent
increases to $60,000 and $90,000 as addenda to its reports filed
with the Commission. The recommended format specifies that letters
of credit be disclosed on schedule C-P, Line 13 of the revort.

Recommendation

With respect to the leoan, the Audit staff recommends that,
within 30 days oI receint orf this notification, the Committee
file an amended reoport fullwy detailing on Schedule CP Line 13
the nature of the loan, toaother with the security, collateral,
and endorsements (if znv) usaed to secure it.

With respect to the leitter of credit, as noted above the
Committece did file an addendum disclosing a portion of the
information concernina the ]ottnr of credit, however the filirnc

1
was deficient in two respoects: (1) an addendum was used in licu
of FEC Schedule ¢-p and the amount, as reported, was not incluidcd
in total debts ocwod by the Committee (FEC Form 3P, Line 13); and

—
J

) the information contained in the addendum was incomelete 1

that Yhe naturs o7 the oblication (terms, ccllateral, defaul-
Ciause and penalot proviciens, if any) was not disclosed.
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Theroetore, it is recommended that, at a minimum, the Committce
amend the appropriate report(s) to disclose the nature of the
obligation., The amendment may be cffected by filing a letter with
the Comminnion dicclosing the required information. For reports
filed in 19sn, thw Committee should adjust its filing practices
to imanire that all thoe relevant information relating to debts
and obiiagations 10 disclosed on a timely basis.

5. Trorcrers Rececived From Non-Affiliated Committees

Secxinn 434 (b)) (4) ot Title 2 of the United States
Code reguired, for Lo period audited, the disclesure of the
name ana addreoss of cach political committee or candidate from
i he revorting committee received any transfers of funds,
ith the wromants and dates of all transfers.,

Durinw the receipts review, the Audit staff noted 17
transiers :,755.79 received from non-affilitated
commitso not been itoemized on the Committe's disclo-
sure rono S heuth the dollar value was reror:ted as
iruziona, The transfers cited herein represent
the total numboeor and 297 of the total dollar
roceoived by the Commitéao

av\-— rOou T

amount

(SRR

Th statcel that this was an apparent
ovoersiaont on the o Committer, and acreed to amend its
rereorts itemizin: S,

The audit st 77 recommends that within 30 davs of receipt
of i n\ti'ic . <he Committee file an amendd i report(s)
wi Commissi itemising the transfer:s.
€. Exrrairzod Contributions
Duris: the period cf audit, Sacticn 110.6 (c) (3)
A (Y of Title 1 2f the Code of Federal vpeaulations required

thoet ti.. roecivient disclose on the next revort ecash conduit
throusy which the contribution passed.

Oy s2viow of transfors-in indicat.« that 49

Gt ned o contribn.aoionr totaline £4,870.00 were received by the
Commicoor duvinse 7773, Howerer, the Committee rerorted these
carmaraod contrii :i’.wns as thongh they wers individual
consriiicions (.-, o roarked) and did onot dizclose the
Contiicia) ghroun ”H‘ﬁF *" conbributions passod.
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The Committee officials stated that the conduits

were not disclosed because they were informed by a former
Commission cmplovee that disclosure of the conduit was unnec-
essary. However, the Committee agreed to amend its report(s)
to disclo:i the conduits as required.
Recommoen.t it ion

The ~udit staff recommends that within 30 days of reccipt
of this notiticaticn the Committee file an amended report with

the Commission disclosing the earmarked contributions in
conformance with the provisions outlined above.

7. Matters Peferred to the Office of General Counsel

Certain other matters roted during the audit were
referred to the Commiscsion's Office of General Counsel for
further consideration on Mav 12, 1980,
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