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MEMORANDUM
To: The Commission

Through: Alec Palmer
Staff Director

From: Patricia Carmona ~f C
Chief Compliance Officer

Tom Hintermister <%
Assistant Staff Director
Audit Division

Marty Kuest  /#
Audit Manager

By: Christopher Carrell ¢ /‘41/
Lead Auditor

Subject: . Audit Division Recommendation Memorandum on the National Council of
Farmer Cooperative Co-op/PAC (NCFC) (A11-26)

Pursuant to Commission Directive No. 70 (FEC Directive on Processing Audit Reports),
the Audit staff’s recommendations are presented below and the findings are discussed in
the attached Draft Finai Aucht Report. The Office of Ganeral Counsel has reviewed this
memorandum. and concurs with the recommendations.

Finding 1. Misstatement of Financial Activity

NCFC had no additional comments on this finding in response to the DFAR. The
Audit staff recommends that the Commission find that NCFC misstated its
financial activity for receipts, disbursements, and ending cash-on-hand for
calendar year 2009 and beginning cash-on-hand for 2010.

Finding 2. Disclosure ol Occupation/Name of Employer

NCFC had o additional comments en this finding in responae to tht DFAR. The
Audit staff recommends that the Commission find that NCFC failed to properly
disclose occupatian/name of employer for contributioas from individuals.



Finding 3. Disclosure of Contributions to Candidate Committees

NCFC had no additional comments on this finding in response to the DFAR. The
Audit staff necommends timt the Commissian find that NCFC faited ta properly
disclose candidate information for its contributiens to federal candidates.

The Committee 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.

Should an objection be received, 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 Voting Ballot Matters folder.
Should you have any questions, please contact Christopher Carrell or Marty Kuest at 694-
1200.

Attachments:
- Draft Final Audit Report of the Audit Division on the National Council of Farmer
Cooperative Co-op/PAC

cc: Office of Generat Counsel



Draft Final Audit Report of the
Audit Division on the National
Council of Farmer Cooperatives

Co-op/PAC
(January 1, 2009 - December 31, 2010)

Why the Audit About the Committee (p.2)

Was Done The National Council of Farmer Cogperatives Co-op/PAC is a non-
Federal law permits the connected, qualified, multi-candi litical Action Committee and
Commission to conduct is headquurteted in Washingto or more infarmmtion, sce chart
audits and field on Committee Organizatian

investigations af any

political committee that

is required to file reports

under the Federal .

Election Campaign Act $ 64,195
(the Act). The

Commission generally 46,000
conducts such audits 6,352
when a committee $ 116,547
appesss not to have met .

the threshoid

requirements for $ 128,500
substantial compliaggy 421
with the Act.! The/IT¥ $ 128,921
determines whether th

committee

J fatement of Financial Activity (Finding 1)

¢ DiSclosure of Occupation/Name of Employer (Finding 2)

e Disclosure of Contributions to Candidate Committees (Finding 3)
Future Actigy )
The Commission r
initiate an enforceme
action, at a later time,
with respect to any of
the matters discussed in
this report.

! 2U.8.C. §438(b).
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Part 1
Background

Authority for Audit

This report is based on an audit of the National Council of Farmer Cooperatives Co-
op/PAC (NCFC), 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.

review af reperts filed by seleeted comnmittees to determj the reparts filed by a
particular committee meet the threshold requiremen pliance with the
Act. 2U.S.C. §438(b).

Scope of Audit
Following Commission-approved procedures, the i us risk
factors and as a result, this audit examined:
the disclosure of individual contr®
the dgisclosure of disburscments;

the ceusistency between ceported fig
the campleteness of records; and
other commitice opeg i

NP DON -



Part 11
Overview of Committee

Committee Organization

Important Dates

e _Date of Registration September 24, 1

e _Audit Coverage December 31, 2010

Headquariers

Bank Information

e Bank Depositories

e Bauk Accounts

Treasurer

o Treasurer When Audit Was Conducted

¢ Treasurer During Period Covered by Audit es 9/20/06-3/25/09
3/26/09-8/23/11

Management Information

e _Attended FEC Campaign Finance Semifar Wi

e Who Handled Accounting and ‘P’ :

ial Activity
$ 44,630
64,195

o Contributions N
Committees 46,000
o Other Receipts 6,352
Total Receipts $ 116,547

Disbursements

o Contributions to Political Committees 128,500
o Other Disbursements 421
Total Disbursements $ 128,921
Cash-on-hand @ December 31, 2010 $ 32,256



Part III
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity
During audit fieldwork, a comparison of NCFC’s reported figures with its bank records

beginning oash by B13,000 ard disbursuments by $5,560.
Audit Report, NCFC filed amended disclosure reports
(For more detail, see p. 4)

Finding 2. Disclosure of Occu
During audit fieldwork, a review of itemized i indivi icated that
57 percent of the contributions failed to include ad scldsure for occuipation and
name of employer The Audit staff information was available for

Audit Roport, NCFC filed ameaded reji§
(For more detail, see p. 6)

ed disclosure information, such as office
: candidate information. In response to the
hamended reports to include the missing or corrected



Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary
During audit fieldwork, a comparison of NCFC’s reported figures with its bank records
indicated that in 2009, NCFC understated receipts and disbursemepts by $10,770 and
$806, respectively, and overstated ending cash by $5,133. In 2 FC overstated
beginning oush by $13,000 and disburseraents iy $6,500. onse to the Interim
Audit Report, NCFC filed amended disclosune reports to

Legal Standard
Contents of Reports. Each report must disclose:
e the amount of cash-on-hand at the begi

e the total amount of receipts for the re i year;

o the total amount of disbursements for the i calendar
year; and

e certain transactions that requi izati e A (Itemized Receipts) or
Schedule B (Itemized Disburs , (2), (3), (4) and (5).

Facts and Analysis

A. Facts
During audit field the AuNstaff recon NCFC'’s reported financial activity
with its bank reco lend@¥years 2009 10. The following charts outline the
discrepancies for the rec ts apM ending cash balances for 2009 and
2010. Suc gra dres: ons for the misstatements,
20 ity
ported Bank Records | Discrepancy
.| Beginning alance $44.,630 $44,630 $0
@ January 1, 2t
Receipts $43,485 $54,255 $10,770
Understated
Disbursements $60,887 $61,693 $806
Understated
Ending Cash Balance $42,326* $37,193 $5,133
@ December 31, 2009 ' Overstated

2 The amount in this column camnot be calculated accurately due to numerous discrepancies throughout
2009 between amounts reported for ending cash and the beginning cash in the subsequent period.



In 2009, NCFC understated receipts by $10,770 as a result of failing to report any of its
July receipts.

The understatement of disbursements was due to the following:

¢ Disbursements supported by check/debit, not reported $ 5,601

o December 2009 disbursement, reported June 2010 1,500

o Disbursements reported, not supported by check/debit (3,500)

o Disbursement incorrectly reported (2.795)

Net Understatement of Dishursements $ 806

NCFC overstated the beginring cash batance for 2010 by $ for the above reasons
and because NCFC reported an increase in the beginnin
($50,193 - $42,326) as of January I, 2010. The diffe i ending cash and

the 2010 beginning cash illustrates NCFC’s failure 1 eginning cash
balances that equaled ending cash balances fro

2010 Activity
Repgrted Discrepancy
Beginning Cash Balance $ $13,000
(@ January 1, 2010 Overstated
Receipts $61, $1,000
Understated
Disbursements $73,7 7,228 $6,500
Overstated
Ending Cash Bal $32,257" 32,256 $1
@ December 31, 2010 Overstated

The ovegg L ts was due to the following:
Bricd byfheck/debit, not reported $ 3,000

. JRrscment, reported June 2010 (1,500)

) pgiied not supported by chack/debit (8.000)

megyof Disbursements 3 (6.500)

B. Interim Audit RJPort & Audit Division Recommendation

At the end of audit fleldwork, Audit staff discussed this matter with NCFC
representatives at the exit conference. NCFC representatives ncknowledged the
discrepancies in the reports apd indicated that NCFC would file corrective amendments.

3 NCFC failed to carry over the correct ending cash balance to the subsequent report for all but one of its
reports filed between May 2009 and Year-End 2010. The Reports Analysis Division sent 19 Requests for
Additionn] Informurion concerning this issue to NCFC (uring the period covered by the andit.

* This column does not total due to numerous discrepancies throughout 2010 between amounts reported for
ending cash and the subsequent period’s beginning cash, these numbers do not foot.



The Interim Audit Report recommended that NCFC amend its reports to correct the
misstatements noted abovo.

C. Committee’s Response to Interim Audit Report

NCFC filed amended reports to materially correct the misstatement of receipts,
disbursements and ending cash-an-hand for 2009 and beginning cash-on-hand and
disbursements for 2010.

Finding 2. Disclosure of Occupation/Name of Employer

Summary
During audit fieldwork, a review of itemized contributions
57 percent of the contributions failed to include adeq
name of employer. The Audit staff found that the reqai

individuals indicated that

contribution from an individual,
information:

vnien the treasurer of a political committee
st gf¥otts (see below) to obtain, maintain, and submit

#t request 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. (Note that the
request and statement must appear in a clear and conspicuous mam:er on
any response material included in a solicitation.)

o Within 30 ttays of neceipt of the contribution, tle treasurer inade at ivast ohe
effort to oktnin the missiny informcation, in either a written request or a
documented oral request.

o The treasurer reported any contributor information that, although net initially
provided by the contributor, was obtained in a follow-up communication or was




| contained in the committee’s records or in prior reports that the committee filed
durieg the same two-year eleotian cyule. 11 CFR § 104.7(h).

Facts and Analysis

A. Facts
During audit fieldwork, a review of NCFC’s itemized contributions from individuals for
disclosure of occupation and name of employer indicated that NCFC failed to disclose
the required information for 57 percent of contributions itemized. In a review of NCFC’s
records, the Audit staff noted that NCFC had the required informagien for 89 percent of
the itemized contributions reviewed. NCFC failed to include i the
informmtion it bad in its pessession.

. Interim Aadit Report & Audit Division RecommeNgation

treasurer stated that NCFC would, using the co; i i obtained,

C. Committee’s Response to Iriterim'§
NCEC filed anended reports to matena h
dxsclosure mformatlon for

and/or missing
for itemized contributions

clude required disclosure information, such as office

sought, state ict, ofilisclosed incorrect candidate information. In response to the

Interim Audit R NCH¥ filed amended reports to include the missing or corrected
information.
Legal Standard

Repurting Contributions to Candidzte Committees. When operating expenditures to
the same person exceed $200 in a calendar year, the committee must report:
e the amount of the expenditures;
o the date when the expenditures were made;
s the name aml address of the payee;
o the purpose of the expsndituros (2 U.S.C. § 434(b)(5)(A) and 11 CFR §§
104.3(b)(3)(1)); and



e the candidate’s name and office sought (including the state and, if applicable,
Congressional district) (11 CFR §104.3(b)(3)(v)).

Faets and Analysis

A. Facts
During audit fieldwork, the Audit staff reviewed the committee’s contributions to
candidate committees. The review indicated that NCFC failed to correctly disclose
candidate information such as state, office sought and, if applicable, congressional district
for 80 percent of the contributions.

B. Interim Audit Report & Audit Division Recommend
The Audit staff presented this matter to NCFC represen
treasurer stated that NCFC would amend its reports to
information for each contribution.

exit conference. The

The Interim Audit Report recommended that



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

MEMORANDUM

TO: OFFICE OF THE COMMISSION SECRETARY
FROM: STAFF DIRECTOR

DATE: 05/16/12
SUBJECT: Audit Division Recommendation Memorandum

National Council of Farmer Cooperative Co-op/PAC (NCFC)
(A11-26)

AGENDA

The attached document is submitted as AGENDA BACKUP PAPER for the
Commission Meeting of

OPEN SESSION [] CLOSED SESSION []
NOTE: This document has been cleared by the Office of the Staff Director for the above named
Commission Maating.
Q0000000000000 000000000000000000000000000000000000000000000000 00
CIRCULATIONS DISTRIBUTION
24-Hour Tally Vote O Commissloners, OGC (3), Staff Director,
Public Disclosure & Press O
Sensitive |
Non-Sensitive [] Compliance O
Weekly Tally Vote X Audit Matters X
Sensitive (| Non-Fllers O
Non-Sensitive [X
No-Objection Personnel O
24-Hour No Olsjection O
Commissioners Only O
Sensltive |
Non-Sensitive [] Miscellaneous O
Information O Other (see distribution below) O
Sensltive 0
Non-Sensitive []

24-Hour No Objection
Personnel O




Date & Time Transmitted: 05-16-12

TO: THE COMMISSIONERS

FROM: OFFICE OF THE STAFF DIRECTOR

SUBJECT: AUDIT DIVISION RECOMMENDATION MEMORANDUM ON
NATIONAE.COUNGIL OF FARMER COOPERATIVE CQOF/PAC:

(NCEC) (A11-26)

DEADLINE:

Sunshine Recommendation

A X Open Session B. Closed Session

Discussion would involve compliance matters which would be confidential
under 2 U.S.C. §437g. (11 CFR §2.4(a)(1) and (2))

Matter relates solely to the Commission’s internal personnel decisions, or
internal rules and practices.(11 CFR §2.4(b)(1))

Report contains privileged or confidential financial or aommenclal
information. (11 CFR §2.4(b)(2))

Discussion would involve the consideration of a proceeding of a formal
nature by the Commission to a specific person or the formal censure of a

person. (11 CFR §2.4(b)(3))

Disclosure would constitute a clearly unwarranted invasion of privacy.
(11 CFR §2.4(b)(4))

Discussion involves investigatory records complied for law enforcement
purposes, and produation would disclosure mvesugatlvc techmques

(11 CFR §2.4(b)(5))

Premature disclosure would be likely to have considerable adverse effect on
the implementation of a proposed Commission action. (11 CFR §2.4(b)(6))

Matter specifically coneerns the Commission’s participation in a civil action
or proceeding, or an arbitration. (11 CFR §2.4(b)(7))

for the Staff Director



