CONGRESSIONAL AUDIT REPORT
Candidate/Committee: Jim Madrid
State: California

District: 25

-
A Location: Central Los Angeles

I

n Political Party Affiliation: Republican
O

Major Opponent(s): Edward Roybal (D)

\

n 7

Other Candidates Audited: Edward Roybal (D)
Marilyn Seals (PFP)

Votes Cast: General Election - Edward Roybal (D) -
‘ Jim Madrid (R) -
Marilyn Seals (PFP) -

7,966 - 71.9%
7,737 - 22%
4,922 - 6.1%

g

1
Primary Election - Unopposed

Total Receints for Period: $€,396.72

Total Expenditures for Period: $€,39€.72

‘ First Elected (if applicable): N/A
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W
WASHINGTON.D.C. 20463

REPORT OF THE AUDIT DIVISION
ON THE
COMMITTEE TO ELECT JIM MADRID
U.S. CONGRESS, 25TH DISTRICT
I. Background

A. Qverview

This report is based upon an audit of the Committee
to Elect Jim Madrid-U.S. Congress, 25th District ("the Committee")
undertaken by the Audit Division of the Federal Election
Commission in accordance with the Commission's audit policy to
determine whether there has been compliance with the provisions
of the Federal Election Campaign Act of 1971, as amended ("the
Act"). The audit was conducted pursuant to Section 438(a) (3) of
Title 2, United States Code, which directs the Commission to make
from time to time audits and field investigations with respect to
reports and statements filed under the provisions of the Act.

The Committee registered with the Federal Election ‘
Commission on May 7, 1976, in support of James Benitas Madrid,
Candidate for election to the Office of United States

Representative from the 25th Congressional District of California.
The Committee maintained its headgquarters in Los Angeles, California.

The audit covered the periocd May 1, 1976 through
December 28, 1976, the date of the termination report £iled by
the Committee. The Committee reported a beginning cash balance
at January 1, 1976 of $-0-, total receipts of $11,016.05, total
expenditures of $7,578.63 and a closing cash balance of
$3,437.42. 1/

This audit report is based con documents and working
papers supporting 2ach of its factual statements. They form
vart of the record upon which the Commission based its decisicns
on the matcers in “nla repor=< ané were available %o Commissioners
and appropriate stafi Zor review.

P A review of the Committee's records disclesed that total

receists were overstatad zvy $4,615.33, sotal -xpenci**v
ov 81,131.91, and arnéing cash by 33,437.42. {5ee rind

u
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ganuary 1, 1976, hcwever, %he Committee's Zizrsz financial
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ransaction &id not occur until Mav 1, -976.
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~debts and obligations; and,
- necessary under the circumstances.

B. Key Personnel

- The principal officers of the Commlttee Sor the’ ‘period .
covered by the audit were Mr. Samuel William Yorty and
Mr. Benﬂamln Fernandez, Honorary Co-Chairmen; Mr. Richard E.
Ferraro, First Deputy Chairman; Mr. Charles R. Cook, Treasurer
(May 1, 1976 - July 29, 1976) and Mr. Melford Murrie Duncan, Sr.,
Treasurer (August 23, 1976 - December 28, 1976). 2/

C. Scone

The aucdis lncluded such tnsta as verification of total
reported recedi pts and expenditures and individual transactions;
review of requirecd supported documentation; analysis of Committee

: such other audlt ~.rocedux:es as . deemed

- The audit did not include the review oZ cancelled checks
for 8 of the Commi:tee's 12 expenditures lacking supporting

~documentation as they were.not maintained by -the Committee. : The-

auditors were unatle to satisfy themselves as =0 the Ccmmittee's

.compliance with cha respective Sections of the act for these ‘
- expenditures by means oI oene ~auditing proceduraes (see Finding D).

" of the reports and

" II. Auditor's Stazement and Description of Fiudlngs
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- wilth Cutstanding Debt and SXcCessiva -one lbuelons’

ien  132.4(a) of Title 11, Code of Tederal Regulations,
in oa--,‘oron;oits anv golitical comm;::ee naving outstanding dekbzs
Or cbligations Zincurrzad on behals oI FTederal candidates Ircom
_e-“-.a:;ng its regerting eoulreme ts. ‘
2/ The Ccommict2e was advised oI this sicuaczicn which is the
: suztect ¢ Finding G1).
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Section 434(b) (12) of Title 2, United States Code, )
in part, requires that a committee disclose the amount and nature
of debts and obligations owed by the committee, in such form as
the Commissicn may prescribe, and a continuous reporting of ‘its
debts and cbligations after the election at such periods as the
Commission may require until such debts and obligations are
extinguished, together with a statement as to the circumstances
and conditions under which any such debt or obligation is extin-
guished and the consideration therefor.

Section 44laf(a) (1) (A) of Title 2, United States Code,
pPrchibits a person from making a contribution to any candidate
and his authorized political committees with respect to any
election Zor Federal office which, in the aggregate, exceeds $1,000.

Section 441la(f) of Title 2, United States Code, in part,
states that no candidate or political committee shall knowincly
accept anv contribution in violation of the orovisions of this
section.

The Committee Ziled a Termination Report with the
Commission on March 1, 1977 which disclosed outstanding debt
of $10,937.42. A raview of the Ccmmittee's accounts payable
disclosed that such an amount was ye: outstanding.

The Candidate acknowledced £he existence of the debt,
but indicateé it had been incurred by the public relations firm
which managec the Committee's financial activity. He stated he
instructed £he public relations Zirm not to incur debts on his
behals in excess of the amount of <he Committee's cash on hand.
Thereiore, =he Candida+«2 indicated <thaz he did no% intand tc
make, nor nad the public relaticns Iirm sough%, anv repaymen=.

0n

This matter was referredéd =o the Commission's 0Office of
General Counsel on Mav 10, 1978, where Matter CUnder Review (MUR)
603 (78) was initiatsd On Septembe“ 20, 1978, the Commissicn
found reasonabla cause 0 believe that *the Ccnml zee had vicla=ed
2 U.S.C. 44l2a(Z) in receiwving excessive contributions by wvircue of
the Zorgiv2ness 9% zhe $19,937.42 &

e Candidate {on tehalf of =
greement ané on March 14, 1879
zi1 ¢ Zurther acticn.

Commitzzea! si
the Commissicn <rcted




B. Excessive Cash Contribution and Corporate Contribution

Section 44lg of Title 2, United States Ccde, provides
in part, that no person shall make contributions of currency to

or for the benefit of any candidate which, in the aggregate, exceed
$100, with respect to any campaign of such candidate for nomination

for election, or for election, to Federal office.

Section 1l10.4(c)(2) of Title 11, Code of Federal
Regulations, in par%, requires a candidate or committee receiving
a cash contributicn in excess of $100 to promptly return the
amount c¢ver $100 to the contributor.

Section 4ilb(a) of Title 2, United States Code, in part,
prohibits any corporation from making a contribution in connection
with any Federal election and prohibits any candidate or political
committee from accezting any contribution from a corporation.

Our review of the contribution records disclosed that
the Ccrmittee Jdevosixted a third partv check drawn on a corporate
account Zor $1,000 <n June 7, 1976, which was returned by the
bank due %o insufiizient Zunds. On June 11, 1976, zhe Committee
deposited $§1,000 in currency from the same contribu<or. The
Candicatas stated that he .hought that the third party check drawn
on a corzpcrate accoun: constituted a corporate contribution that
coulé not be acceptad; therefore, he advised the contributor
that nhe could not accept the check, but could accept 51,000 in
cash. The Candidata stated that he was not aware o2 the
orohibition in *He Act or the reguirement of the Commission's
Regula<tions ragarding =axcessive contributicns of cu rrency.

Qur review als
accertad $20.00 con+tribu

2 icn dated May
drawn on a corporate account.

, 1976, which was

Cn april 23, 1978, che Commi<tee zrovided documentation
tnat =he corgora<2 ccontributicon had seen rafiunded.

The matzer ralaking tc “he 2xcessivse cash contribu-
zion was rafarred zc <he CiIiice of General Counsel on May 10
19738 and was 3lso =he subliect of MUR 533(73). 3Based on:

ae macde atzempts to

. - . . .
ne Izact that zhe Ccmnm
- -~ -
- o - -

£2 make a

S e -

closed =ha= the Commixttee inadvercen<.
n 27
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2. the Candidate's misunderstanding of the related

Sections of the Act, i.e. thinking a 3rd party check drawn on
a corporate account constituted a corzorate contribution, and

. 3. the signing of a conciliation agreement,by the
contributor, the Commission voted on March 14, 1979 to close -

the file with no further action.-

Recommendation

Since *he‘cdroofaté contribution has been refunded and

further actzcn be taken on these matters.

«’C. - .emlzatlon of Transfers

Section 434 (b) (4) of Title 2, United States

of each political committee
or candidate received any transfer of Zunds, together
amcocunts and dates of all fransfers.' ZFurther, Section

'»”of Title 11, Code of Federal. Pegulations, expands the

of "transfer of funds" to include those received from
political organizations or similar sources whether or
organizations are political committees.

“WMUR 603(78) has been closed, the Audit staff recommends that no

Code,

-requires in part, that a committee itemize the name and address
from which the reporting committee

with the
100.4(a) (4)
meaning
other

not such

Our review of the contribution records disclosed that"
the-Committee received a total of nine (9) transfers of funds
totaling 563-.;0 none of which were itemized on FEC reports.

The Cancdidate stated that he was not z2wara that these
which were Zrom local organizations, were <onsidered
requiring itemization on a separate line/scheduls of

regardless of amount.

Upon our recommendation an amendsd re
April 24, 1978 itemizing these nine (9) transfers.
Reccmmendation

contributions,

transfars

FEC rerorts

t staif recommends <that nc Zurther action be =axken
r
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utha* of- 16 expenal-u*es requiring supporting documentation, 12
-expenditures or 75% lacked a receipted bill, voucher, invoice

D. Retention of Supporting Documentation for Ekpenditures

Section 432(d) of Title 2, United States Code, in

4part,\requires the treasurer to obtain and keep a receipted bill

stating the particulars, for every expenditure made by or on behalf
of a political committee in excess of $100, or for expenditures

aggregating in excess of $100, to the same person w1th1n a calendar
year.

L ‘Section 102.9(c) of Title 11, Code of Federal Regulations,
in part, provides that when a recelpted bpill is not available, the

- treasurer may keep the cancelled check(s) showing payment of the

bill; and the bill, invoice, or other contemporaneous memorandum

"of~ther:ransaction.

Our. e*<am:.'1atlon of the \.omm:l.ttee S records *evealec

or contemporaneous memorandum. These 12 ex,end;tu*es totaled

~.$3,089.38, and. represented 77.253% oI the dolla* amount of
" expendi tures requ iring suqn documentation.

' In additicn,: the Committee had ﬁiéplaced four (4) bank

'statements and the related cancelled checks (nine (9) checks

totaling $2,599.62). The Audit staff requested that the Committee
obtain copies of the bank statements from the bank, but not the
missing cancelled checks, due to the Committee's financial position.
As a result, of the 12 expenditures lacking supporting documentation
(receipted bill cr »ill, invoice, or contemporanecus memorandum
together with the cancellad check) eight (8) were lacking cancel1 ad
checks.

Ten of the 12 expenditures lacking documentation were

macde to the Commz:tee's public relations £irm which managedé the

campaign. Two (2) malllngs were made by the Candidate %o obtain

copies of the ﬂxss ng receiptaed bills or scme other documentation
for these 12 expenditures. 3oth were returned by the Postmaster

"unclaimed". A <=hird mailing was made by the Audiz stafs, bus,

it toco was unsuccessiIul.



Recommendation

Based on the Committee's efforts outlined above, the
Audit staff recommends that the Commission determine that the
Committee has demonstrated its best efforts to comply with
2 U.S.C. 432(d) and that no further action be taken on this
matter. (Refer to scope limitation in "Scope" Section and
qualification in "Auditor's Statement" Section).

 E. Itemization of Expenditures

Section 434(b) (9) of Title 2, United States Code, in
part, requires the committee to disclose the name and address

~. of each person to whom expenditures have been made by such

committee or candidate which in the aggregate exceed $100 within
v a calendar vear, together with the purpose, amount and date of
~ ‘the expenditures. '

Our examination of the Committee's expenditure records
, revealad <hat seven (7) =xpenditures of a total of 16 itemizable
. expenditures (43.753) were not itemized in the disclosure reports.
- The expenditures totaled $1,399.76 (35% of $3,999.38 in-
itemizable expenditures). «

!

Upon our request an amended report was filed on Apriil ‘
24, 1978 itemizing these seven (7) expenditures.

N 7 A

Recommendation

The audit stcafif re2commends that no further action be =aken
- on this natter. )
T. Qverstatement oI Receipts, Expenditures

and cash-cn-Hand

Section 432'b) (1), (3), and (1l) o=Z Title 2, Uniz=ad
Sta%tes Code, in gart, reguires a ccmmit:cee :c report the amcunt
of cashi z2n nand at =he beginning of the rep 11g pericd ané <zhe
total sum 27 all recelizss and 2a2xpendisurss :y or Zor such
commizsae or candidas2 during the reporting geriod.

Cur reviaw -£ =zhe Committee's racords disclosed thac
the Cocmmiszse, Zor a zerigsé Srom June 2, 1376, through Cecemker
28, 1375, cverstatad +wctal receipts kv 54,819.33, total
axpendizuras 2y $1,131.31, ané =nding <ash as of Cecemker 22,
1378, zv 32,437.42. The Ccmmizciea's overstatsment oI receizsts
was due l3rzely to:




' relations’ ‘lrm havxnc been erroneously reported as recelpts.”

”;largelv tne net effect. of

';as well as oavables.

-
RRERE I B
'w;fron his personal. account havzng oeen reoorted ln receipts but

‘H;Achalrmaﬂ',nc ‘artreasurer _;-“Aacdlt;on,wﬂo consribution and.

'*ifi $3 437 42 in debts to the Commit tee's public -

$892 790 in recelots havxng been double reported.

“A 5339 91 overstatement in. the vear—to-date
flgures *esul lnq From a ma hematlcal error. - M»m;

7l S3 43/.42 in debts owed to the Commlttee s publ;:
;relat;ons firm having been erroneously reoorted as expendltu

A $400 00 and e 4100 00 ln-klnd contrlbutlon from
eS8 vzdua_‘haVLng ‘been reported. as a recelnt cnly.

A%”maa,029 22 in etpend tures made by the Candldate,t

s ) s

-ad

%1) Deoorrlng of Chancein- Fommltt

S ‘Section’ 437(a) ofl-itle- ’ United“States“Code}
,?art;ireoulres rhat everv politica 17 committes shall have a-

3shal’ be acceptad or-nade,. *",oﬁﬂon;behalf*of
nittee at’a’time: w—en,-“e 2-is "a'wracancy in’
mans 3'”2!835& er’ ther=ol R
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~.with the promotion

. Commission. " The or ‘
‘pertaining to fundraising events were a listing of the people,

Section 433(¢) of Title 2, United States Code, requi
that a political committee report any change in information
previously submitted in a statement of organization to the
Commission -within-a l0-day period following the change.

A'review of the Committee's statement of organization
and amendments thereto indicates that the Committee's original
treasurer resigned in writing (to the Commission) on July 29, 1976
but his successor was not designated on the Committee's statement
of organization until August 23, 1976.

(2) Disclosure of Fundraising EZvents

Section 434(b) (6) (A) of Title 2, United States Cecde,
requires in part, that a committee disclose the total amount :

of proceeds from.the sale of tickets to each. dinner, - luncheon;
rally, and other Zundraising event. " '

During the"entrance‘confereﬁce, the Candidate stated
that the Committese held two (2) fundraisers and provided us
al literature relating to one (l) of them.
The Committee had Ziled no Schedule D's in its reports to the
nly records made available by the Committee

together with dollar amounts, who attended one (l) of the fund- ‘
raising receptions. The Committee reported the receipts in -
unitemized receipt totals and, according to the Candidate,
reported the relataé expenditures through payments to its public
relations £irm. The Candidate stated he was unfamiliar with

the Commission Fcrnm :chedule D.. The Ccmmittee £iled an amencémenz
on February 3, 13792 disclosing the activity for one (1l; fund-~
raising event on Schedule D. :

(3) Solicitation and Authorization Statements on
Campaign Litsrature

Section 435(b) of Title 2, United States Code,
requiraes that each zclitical committee sna1- include on the Zacs
or Sront page of 2.1 literaturs and advertisements sclici=ing
contributions the Isllicwing notice:
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 stated that he was not aware oI the spllc-
_statement reguirements.- o

-10-

"A copy of our rerort is filed with the Federal

Election Commission and is available for purchase from the Federal
Election Commission, Washingtcon, D.C."

Section 441d4(1l) of Title 2, United States Code,
requires in part, that campaign literature expressly advocating
the election of a clearly identified candidate through any type
of general public political advertising, if authorized by a
candidate or his authorized political committee, shall clearly
and conspicuously, in accordance with regqulations prescribed by
the Commissicn, state that the literature has been authorized.

Our examination of the Committee's campaign
literature soliciting the purchase of tickets to attend a $20/plate
dinner reception on the Candidate's behalf revealed that the
Committee had not included the statement regquired by Section

435¢(b). This Committee literature did include the name, address,
and phone number oI the Committee.

Cur examination of the Committee's campaign litera-
ture advecating the electicn oI the Candidate revealed that the
Committse had not included the rasguired authorization statement.
This Commit literat

1

ture did include the address ard phone number

-
-
of the Ccmm ee's campaign eadcua*ters.

In discussing these matters with the Candidate h
tation or authorization
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FEDERAL ELECTION COMAMISSION

1325 K STREET SN
WANHINGTON DU 2043

ADDI'I‘IONAL INFORMATION REGARDING 'IHIS ORGANIZATION
MAY BE LOCATED IN A COMPLETED COMPLIANCE ACTION
FILE RELEASED BY THE COMMISSION AND MADE PUBLIC IN
THE PUBLIC RECORDS OFFICE. FOR THIS PARTICULAR
ORGANIZATION'S COMPLETED COMPLIANCE ACTION FILE
SIMPLY ASK FOR THE PRESS SIMMARY OF MR # 6 05
THE PRESS SUMMARY WILL PROVIDE A BRIEF HISTORY OF

THE CASE AND A SUMMARY OF THE ACTIONS TAKEN, IF AMY.

Audit # /72
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