FEDLRAL HHEC HON COMMISSION

1825 K SIREED SN W
WASHING TON DO shing

January 30, 1979

MEMORANDUM

TO: PRESS OFFICE

I"HROUGH ¢ BOB COSTA f}@/

RO : JUDY IIAWXING

SUBJECT : PUBLIC ISSUANCE OF AUDIT REPORT -

DAVID CRANE FOR CONGRESS COMMITTEL

Attachcd plecase fiad a copy of the final audit report
for the bavid Cranc for Congress Committee (IN/0) which was
approved by the Commission on January 22, 1979,

As of today, January 30, 1979, all informational copies
of the report have been rececived by all parties involved, and
this report may be released publicly. This relcasce will
complete the 6th District of Indiana.
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FLDERAL FHECTION COMAMISSION

129 K SIRFEENW
MASHIENG HOE S D O M0G0

REPORT OF THI AUDIT DIVISION
ON ''HE
DAVID CRANE FOR CONGRESS COMMITTELR

I. Rackground
A. Overview

This report is based on an audit of the havid Cranc
for Conaress Committece ("the Cornmittec") undertaken by the
Audit bivision of tLhe Federal Election Commission in accordance
with the Cominission's audit policy to determine whether therce
has been compliance with the provisions of the Federal Flection
Campaian Act of 1971, as amended ("the Act"). The audit was
conductcd pursuant to Section 438(a) (8) of Title 2, United
States Code, which directs the Commission to make from time to
time audits and ficld investigations with respect to reports
and statements filed under the provisions of the Act.

The Committee registered with the Federal Flection
Commission on Auqust 6, 1975 as a political committece supporting
pavid Crane, candidate for the U.S. Housce of Reproesentatives
from the 6th Pistrict of Indiana. The Committee was designated
by the candidate as his principal campaion committece for the
1976 celection on July 18, 1976. "he Committee maintained its
headguariers in Greenwood, Indiana.

The auvdit covered the period January 1, 1975 through
June 30, 1977. 1/ During that period, the Committce reported
a beainnina cash balance of $-0-, total rcceipts of $193,069.42,
tolal exrenditures of $179,910.03 and a closing cash balance
at Decenber 31, 1976 of $13,159.39. 2/

1/ the Commdttee filed YEC Form 3A for the period 1/1/77
through 6/30/77.

2/ Totals are as oricinally reported,  Corrected comprchensive
o aincendiment filed on 6/23/78 restated total roecceipts to
Se07,834.20, total expenditures to £194,269.87 and cash
on hand as of Decenbher 31, 1976 to S$13,564.33.  Beginning
cash on hand remained at $-0-.
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B. Key Personncel
The principal officers of the Committee during the
period of the audit were Robert J. Witham, Co-Chairman; Mary
tarzian, Co-Chairman; John wW. Bailey, Jdr., Treasurer and Harold
C. bucote, Assistant Treasurer.

C.  Scope

The audit included such tests as verification of total
reported receipts and expenditures and individual transactions;
revicew of required cupporting documentalion and analysis of
Committee debis and obligations; and such other audit procedures
as deomed necessary under the circumstances,

I1. Auditor's Statcement and Description of Findings

It is the opinion of the Audit staff, based upon examination
of the reports and statements {iled and the records presented,
that, c¢xecept for the deficiencies noted below, the reports and
statoements of the bavid Crene for Congress Committee fairly
present the finencial activities of the Committee for the period
coveroed by the audit, IMurther, except as noted below, no material
problems in complying with the Federal Hlection Campaign Act were
discovered during the course of the audit,

A. Reporiting of Advoance Payments

Section 434(b) (9) and (10) of witle 2, United States
Codce require a commillee Lo dicclose the identification of each
percon Lo whom eno-cnditures have beoen made, including those for
personal servicoes, salaries and reimburced expenses, by or on
behalt of such committee or candidate within the calendar year
in an aggregate amount or value in excesas of $100, together with
the amount, date, and purpose of cach such expenditure.

in part,
{rouw, oand

mctaboers,

funds of o political comuittece shall be segregated
Looconaaingled with, any personal funds of officers,
daltes of such conmittod,

Section 432(h) of Title 2, Unitced States Code, states,
vy 4 be '
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Our cxamination revealed that on October 20, 1976 and
October 28, 1976, the Committoe disbursed a total of $20,000 to
the Campaian Manaqger. wamination of memoranda, copices of checks
and other documentation ditclosed that the Campaign Manager used
these funds for campaign expenditures during the period from
October 2, 1976 through lovewher 16, 1976. We reviewed copies
ol checks from the Campaign I"anager's personal bank account which
indicated that he made 32 expenditures to 14 vendors totaling
$16,526.86, for advertising, printing, postage, staff and manage-
ment services.  In addition, the Campaign Manager retained $3,375
as payment for scrvices renderaed.  The rvremaining balance of
$98.14 was not accounted for. Eighteen of these expenditures
totaling $15,857.80 (including threce (3) payments to one (1)
vendor totaling $10,659.83) were each in excess of $100.

During discussions with Committee officials it was
disclosed that the $20,000 wan disbursced to the Campaign Manager
to provide the Committce adequate operating funds during a period
when there was no one availahle to sign Committece checks.
Committee checks required two (2) signatures and due to the
abscence of the Assistant "roasurer during most of October 1976,
only onc (1) person was available to sign checks.

We suggested that in the future, an additional Committece
agent should be temporarily added as an authorizced signatory on
the Committcee's bank account thereby precluding the neced for this
type of activity to recoccur. She Committee agreed that this was
a simpler solution and that our suggestion would be used in
the future.

e adviced the Committee of the rerorting requirements
contained in the Conmission's September 29, 197¢ "Notice to
A1l Candidales and Committeos" (see Exhibit A), and suggested
that the Committee amend their reports to show the ultimate
vendor/payee itemization as avpropriate rather than showing
"Tunp sum" advances as oriainally reported. 1n regard to this
special reporting requirerment for advances to Committce personnel,
Committee officials stated that thev were unaware that the
Comnit tee had not cowplied with the requirements of the Act.
However, {he Conmittoee adveed to file an amendment disclosing
the particulars of the above wmentioned advance payments. On
June 3, 1978, the Conmission received the Committee's amended
schedules o5 requested,
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Since the Committee amended their reports to disclose
the requested infommation, we recommend no further action with
respect Lo the disclosure; however, we referred the comminglinag
LsSue o the Office of General Counsel on June 27, 1978, in
accordance with Comaission poliey, where Matter Under Review
$628(78) was instituted.

On Octobwer 25, 1978, the Commission found recasonable
cause 1o helieve that the Committee violated 2 U.S.C. 432(b) by
authorizina the dishburscment. of $20,000 in campaian funds to the
campaign manaager vho acting as agent for the Committee commingled
the funds with the monics in his personal checking account. In
addition, the Commiscsion found reason {o believe that the campaian
manaqger violated 2 U.S.C. 432(h) for comminalinag the campaign funds
with the monies in his berconal checkina account. Letters of
nolification and conciliation agreements were sent to the two
respondents on October 27, 1978, 7he agrecments included a civil
penalily of $200 for cach of the respondents. Both respondents signed
their respective aarcements and returnced them together with two
chacks totalino $400.

Based on the Corriission policy and the recommendation
of the Office of Goneral Counsel, the Comnission voted on
Pecember 14, 1978 to closce the file and take no further action
in this casc.

B. Contributions In-Iind

Section 434 (M) (2) of Ti{le 2, United States Code,
yoquires a comnitiee to disclose the full nane and mailing
addyeas, occupaticn and principal place of businens (if any),
of cach porson who has made one or more contributions to such
commitice within the calendar year in an acarcaatce amount or
value in excess of $100, tocctiher with the armount and date of
such contributions.  Scetion 434(L) (3) of M™itie 2, United States
Code, reguires a conmittee to disclose the total sum of individual
contributions rnade to or for gsuch commitice or candidate during
the reporting pericd and notl reported under Scetion 434 (bh) (2).

Section 104,.3(a) of Title 11, Code eof Yederal Requlations,
requires that ceech in-kind contribution chall be valued at the
ucuad and noreal charvee on the date incurred, and reported if in
cxeens of $100 on the approemriate schedule of receipts and expendi-
turesn, ddentificd as to its nature and Jisted as an “in-kind
contribution.”
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During our review of the Committee's contribution records,
it was noted that the Comnmittee did not report ten (10) contri-
butions in-kind from ten (10) individuales totaling $1,309.83.

Five (5) of these contributions totaling $742.13 were cach in
cxcess of $100.  The Committce was unable to cxplain the omission
of thesce contributions in-kind from their reports. .

We recommended to the Committee that they file
omprchensive amendments for the audit period to include the
required information.  On January 13, 1978 and March 1, 1978
the Comnission received the CommLLch s amended reports, which
were not cowmplcete. Howewer, on June 23, 1978, the Committee
submitted an amended report as required.

Recor n.mond 1L10n

Since the Committec has submitted the required information,
we reconwend no additional action.

te xempt Accounting Scrvices

Scction 431 (¢) (4) of Title 2, United States Code,
excmpts from the definition of “"contribution" accounting
scrvices rendered Lo or on behalf of a political committee solely
for the purpeose of cenourinag cowmpliance with the provisions of
the fct, but requires a commitiee to report the amounts paid
or incurred for such accounting services in accordance with the
reqquirements of Section 4314(b) of the Act.

During our cxzamnination of the Commiitece's -records,
il was revealed that Lhu Assistant Treasurer's accounting firm
rendored accounting corvices to the Committee valued at $13,286.
The Committee did not include the value of these services in its
original report. The ~fusistant Treasurer stated that this omission
was due to an oversight on his part.

We roecommend -d to the Commillcoe
comprehoenaive amendionita for the audit pe
)
a

that they file
riocd to include the
$ and March 1, 1978
mended J.vport‘s.

roquirm‘. infoymation.  On January 13, 1¢
the Comnission received the Comtitteoo's

}\m Omme \xu nm

Since the Commitice has amended their reports to disclose
this information, no a22ditional action is warranted.

eeia qwe ves e W e v @



D. Refunds and Rebates

Sceotion 434 (b) (7) of Title 2, United States Code,
requires a committee to disclose ecach rebate or refund in
cxcess of 5100,

During our cxamination we discovered four (4)
undeposited checks totaling $571.35 representing refunds from
two (2) vendors received in December, 1976, and January, 1977.
These refunds had not been included on the Committee's reports.

We advised the Committce to deposit these checks and
to include these refunds on a comprehensive amendment to be
filed with the Commisision. Thesce checks were deposited in
September, 1977.  On January 13, 1978, the Commission received
the Committce's amended reports disclosing the refunds.

Recommendation

Since the Commit tee has amended their reports to disclose
this information, no additional action is recommended.

a

3. Itenmization of Individual Contributions

Scction 434 (a) (1) of Title 2 of the United States Code
requires a treasurer of a political committee supporting a
candidate for elcection to Federal office to file with the

Commission reports of receipts and expenditures on forms approved
by it.

Scction 104.2(a) of Title 11 of the Code of Federal
Regulation:, in relevant part, requires cach report of receipts
and cexpenditures filed by a political commitiee to be on FEC
Form 3.

The Committee itemized all contributions received
but did not revort an agaregate calendar year-to-date figure
for thoue individuals whose contributions totaled in excess of
$100 in a calendar year.

In carly 1977, the Disclosure bivision cancelled the
sending of a reosonable cause Lo believe compliance letter
bocause of acsurances from the Committee that this matter would
be correcied along with the filing of their Jaruary 31, 1977
report. Daring our ficldwork in Octobey, 1977, the Committce



provided a computerized listing of contributions including the
aqqgreqgation that hod been previously omitted. We informed the
Committee in a letter of audit findings that this listing containcd
material errors and omissions, and they agreed upon our rccommen-
dation to correct it and file it with the Commission in a recasonablc
amount of time. On March 1, 1978, the Committce submitted a

second computerized listing which also contained material errors.

On March 20, 1978, the Committee provided a third computerized
listing containing the required information.

Recommendation

Since the Committec has amended their reports to disclose
this information, no additional action is recommended.
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FEDERAL ELECTION COMMISSION

1325 K STREET N W
WASHING TON DU 20403

ADDITIONAL INFORMATION REGARDING THIS ORGANIZATION
MAY BE LOCATED IN A COMPLETED COMPLIANCE ACTION
FILE RELEASED BY THE OOMMISSION AND MADE PUBLIC IN
THE PUBLIC RECORDS OFFICE. FOR THIS PARTICULAR
ORGANIZATION'S COMPLETED OOMPLIANCE ACTION FILE
SIMPLY ASK FOR THE PRESS SUMMARY OF MR # 625 .
THE PRESS SUMMARY WILL PROVIDE A BRIEF HISTORY OF

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

Mudit # 42 7
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