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Part I
Background

Authority for Audit

This report is based on an audit of the Tennessee Democratic Party (TDP), 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 conduct audits and field investigations of any political committee that is
required to file a report under 2 U.S.C. §434. Prior to conduc any g audit under this
subsection, the Commission must perform an internal re w_of’ ortsff/ led by selected
committees to determine if the reports filed by a particnl.({1 commxt e tneet the threshold

requirements for substantial camptiance with the Act. 2 l@f SS(N

Scope of Audit
This audit examined:

The receipt of excessive contributions and loans
The receipt of contributions from prohibi
The disclosure of contributions received. /;
The disclosure of disbursements, debts afid,
The disclosure of expenses allocated-betws
accounts.

nuhrwUNE=

The consistency between repcrfed figures and\b
The completeness of records -
Other committee Operal tlons//\es

0 = o

to the review.




Part 11

Overview of Committee
Committee Organization

Important Dates Tennessee Democratic Party
e Date of Registration May 18, 1983
e Audit Coverage January 1, 2005 - December 31, 2006
Headquarters Nashville, Tennessee
N\
Bank Information //—/ v (
e Bank Depositories g‘wo
¢ Bank Accounts Lf‘ederal e norfyFederal,
\On\e}1 %
Treasurer

e Treasurer When Audit Was Conducted _— | Chip Fon‘s:stéI»//

e _Treasurer During Period Covered by Audit/— _[NRobert Tuke & Delainia Davis

N <
Management Information D AN
o Attended PEC Campaign Fmance/Serﬁma\? [ | Y&~
e Used Commonly Available c ¥ -/
Managsment Software Pack /Y es
¢  Who Hamlled Accoun tm oﬁlkeepmg Paid Staff
cial Activity
/S A dited Amounts)
Fedéral ‘Cash*en hand @ Januar; 1, 2005 $128,779
o Contributions from Individudls $1,771,653
o Contributions*from Other Political Committees 234,775
o Transfers from Affiliated Party Committees 3,022,463
o Transfers fromNonfederal and Levin Funds 797,430
o__ Other Recejpts ) / 48,176
Total Federal Receipts $5,874,497
o Operating Disbursements $1,691,580
o Transfers o Affiliated Committees 211,950
o Independent Expenditures 912,496
o Coordinated Party Expenditures 712,459
o Fedeml Election Activity 2,237,958
0 Other Federal Disbursements 160,981
Total Federal Disbursements $5,927,424
Federal Cash on hand @ Decemher 31, 2006 $75,852
Levin Cash on hand @ September 26, 2006 $0
Total Levin Receipts $319,869
Total Levin Disbursements $319,869
Levin Cash on hand @ December 31, 2006 $0




Part III
Summaries

Findings and Recommendations

Finding 1. Non-allocable Federal Election Activity
Disclosed on Schedule H6

Levin. As a result, the Levin fund paid $77,674. HoweVgig
running for federal office was addressed in each of the a6V

items tested TDP did not disclose the i
reports that materially disclosed {iSEsint



Part IV
Findings and Recommendations

Finding 1. Non-allocable Federal Election Activity
| Disclosed on Schedule H

Summary
A review of disbursements revealed that non-allocable federal election activity was paid

activity, but disagreed with tbe recommendation concerfit
rallies.

Legal Standard

district, or local political party commit
election activity that is allocated bEIV $§ and Levin funds must state

allocable disbursement was

Categories of No [ dloowhle Federal Election Activity. The following costs

incurred by Statedistrict, and local party committees and organizations must be paid

for only with federal funds:

e A public communication that refers to a clearly identified candidate for federal
office and that promotes, attacks, supports or opposes any candidate for federal
office. 11 CFR §300.33(c).

D. Coordinated Party Expenditures. National party committees and state party
committees are permitted 10 purchase goods and services on behalf of candidates in
the general aleciion—over and above tte contributians that are subjcct to conftibation
limits.



Such purchases are referred to as “coordinated party expenditures.” They are subject

to the following rules:

e The amount spent on “coordinated party expenditures” is limited by statutory
formuias that me based on the Cost of Living Adjustinent (COLA) and the voting
age populatian.

e Party committess are permitted to coordinate the spending with the candidate
committees.

¢ The parties may make these expenditures only in connection with the general
election.

e The party committees—not the candidates—are responsible for reporting these

expenditures.
o If the party committee exceeds the limits on coo % Xpenditures, the
excess amount is considered an in-kind contnbu ion, sub_] to'the contribution

limits &]\ \
e A natianal or atate party cammittee msy assign of its coor umte% party

spending authority to another party committee. 2U.S . §441a(d) ax@_l/kCFR
§§109.32(b) and 109.33(a).

E. Assignment of Coordinated Party Expenditui'e\lelt. Ap 1t1 {arty may
assign its authority to make coordinated p ’Wc en tures au ?zed by 11 CFR
§109.32 to another political party commiit nt must be made in
writing, must state the amount of t}lfj Q" ty /a}‘ signi d angd must be received by the
assigned committee before any codrdjnated p ,. exp ndillres is made pursuant to
assignment. 11 CFR §109.33( ) :

Facts and Analysis '
The Audit staff ide: Hﬁ%, totaling.$98;321, for polls, automated phone banks,
and campai ralhes TDP sonsidered thése expenditures to be allocable federal election

activity ani allocated each pa jen as 21%rfederal and 79% Levin. As a result, the

mated phere bank scripts both refer to a clearly identified
candidate for fe -3 voices for expenses associated with campaign rallies were
billed to the fi C

staff that these types-of e: pendltures, some of which appear to represent coordinated
party expenditures, % qualify as allocable federal electicn activity and should have

been paid entirely by'the federal account.

Polls — TDP paid $24,500 for two statewide tracking polls conducted during the period
October 14, 2006 through October 28, 2006. Poll questions rehated to candidates running
for election to the United States Senate and candidates for the Governor of Tennessee.
The majority of the questions related to the senate election. The cost of the polls can not
be allocated between the federal account and Levin fund since both polls refer to a clearly
idergified candidate running for federai office. As such, the cast should have been paid
entirely by the federal account. The federal account shmld reimburse the Levin fund
$19,355 (824,500 x 79%).



Automated Phone Banks — TDP paid $36,400 for two automated phone bank programs.
The phone scripts for both programs refer to a clearly identified candidate running for
federal offico. As such, this cost can not be cansidered allocable federal election aotivity
and paid far, in part, with Levirc funds. The federal account should reimburao the Levin
fund $28,756 ($36,400 x 79%).

Further, the cost of this program appeared to represent coordinated party expenditures on
behalf of Harold Ford, Jr., candidate for the United States Senate. The first phone script
was narrated by the Governor of Tennessee (Governor Script), who was running for re-
election. He asked for “ your support and your vote.” He also as ed that “you support
Jogtischy afftting, “votc for
me, Harold Fon:l Jr., and ull of our gseat democrafic cagidates rugis for election.”
The script conicluded with a saeeond spenker stating, “og ;
Democratic Party”” and “appoived and autharized by Hig

the United States Senate,” and continued talki
“everyone to go to the polls and vote.” The ggF

It appears {hat the automatnd pho el eram war Sgeiiated w1th Harold Ford, Jr. for

Tennessoe (Ford Comg e

authorized each g @@contracts for each phone bank program were

signed by Jimgffester,

candidate’ g d on one of the contracts. Finally, prior to

the dat

The Audi ost of the Governor Script onc-third (Governor), one- |
third (Harold '
elcotion. Therel #71 8,900 x 33%) represemed a eoordinated expendituca on

behalf of Harold er, since Harold Ford, Jr. is the only candidate named in

behalf of Harold Forg? Jr.

Campaign Rallies - The Audit staff identified payments, associated with 12 invoices,
totaling $37,421, which were dated in October 2006 and addressed to Harold Ford’s
campaign. The invoices denoted, “Bill to Harold Ford Jr." or ‘Prepared for Harold Ford
for Senate Can:paign” or “Sold to Harold Ford Jr. Campaign.” Each disbursement was
reported as get-out-the-vote activity and disclosed on Schedule H6 as allocable federal
election activity.



These payments do not appear to represent the cost of get-out-the-vote activities since the
rallies appear to benefit Harold Ford, Jr. Therefore, the cost of this activity should lave
beet: paid eritirely by the federal account. As such, the federal account should reimburse
the Levih fund $29,363 ($37,421 x 79%).

Further, the Audit staff believes these disbursements represent coordinated party
expenditures cn behalf of Harold Ford, Jr. As previously stated, the invoices eantained
notations as either billed to, prepared for, or sold to the Ford Committee. The invoices
represented expenditures for Ford Committee rallies, such as, tents, staging,
refreshments, audio, parking and clean-up. One invoice was for custom labeled bottled
water — label name “Ford for Tennessee Bottled Water.” Another invoice described the
event name as a “Political Rally for Harold Ford, Jr.”

State Senate candidate from the state of Tennessee wast
committee has the same limit; which was assigned to TD4

460 + $17.500]) and

addition of the cost for the automated phond i, _
= Zlimitation by $49,280

campaign rallies ($37,421), it appearedgiitat TS

get-aut-the-vote activ @%s; nctivities were not plarned or conducted in coordination with
any federal candidatgs and no federal candidates attended thesc events. The response
did not address the polls or automated phone banks.

Two of the invoices addressed in the response, Jackson Centre ($1,522) and Royal Reed
Catering (Jackson Centre Menu - $8,120) contained references to Harold Ford, Jr. The
Jackson Centre invoice refetred to the event name as “Political Rally for Harold Ford,
Jr." The Royal Reed Catering invoiee “order info” section appeared to have had Harold
Ford, Jr.’s name on the first line but that information had been redacted.



Interim Audit Report Recommendation
.The Audit staff recommended that TDP demonstrate that expenditures:

e For polls, automated phone banks, and campaign rallies represented allocable
federal election activity; or

Absent such evidence, the federal account should have reimbursed the Levin Fund
$77,674 (polls $19,355, automated phone banks $28,756, campaign rallies
$29,563) and filed amended reports disclosing the expenditures on Schedule B or
Schedule F as appropriate (see below).

e For automated phone banks and campaign rallies iﬁ\gt lg%rgs t coordinated
party expenditures on behalf of Harold Ford, Jr.;,or

in
expenditures for the automated phone banks $23,800 (86,300 + $1 500 gnd

Absent such evidence, TDP should have filed cnd\iip:ns isc
campaign rallies ($37,421) as coordirated party gxpendi

s on Schedile F.

Committee Response to Recommendation and Audit
Assessment X
In response, Counsel for TDP (Counsel) stat,

Polls — Counsel acknowledged that the'cost o
Schedule H6 but indicawed this cost hetld have reported on Schedule H4
(Disbursements for Allocated Federal/Nonfederal ivit@); as shared operating
expenditures. Carnsel-further stéa’eai, tl}e\tracking polls were contlucted to get a sense of
issues and votingﬁ ds\bas %genér Follin principals; the polls did not pramate,
support, aWse anx.fed ral candidatg; the polls did not constitute generic
campaigB, /ct'ivity; the polls dtc{no:sl:onsti Jté€ voter registration activity; the polls did not

e/polls shguld'not have been reported on

constitute get-out-the-vote activity; |and, most importantly the polls did not constitute
votezadentifi _ﬁion activity. TDP amended its reports to reflect the cost for the polls on
Schedule H4; allocating 357 %) to the federal account and $19,355 (79%) to the

non-federal a i:%

It rcmains the opiniep o: Andit stzff that thr eost of the polls representeé federal
election activity tha‘t’;: 1d have been paid solely by the federal acceunt and not
allocable as a shared,aé‘t)ivity. The telephone interviews of 1,000 likely voters occurred
(in October 2006) within the FEA time frame; represented a public communication that
referred to a clearly indentified candidate for federal office that promotes, attacks,
supports or opposes such candidates.

Both polls referred to clearly identified candidates running for federal office. Among the
questions asked of callers were: if they favored either of the federal candidates; whether
they would vote for a cectain federal cahdidate if the eldetien were held teday; their
opininn of attack ads against one of the federal candidates; and their opinions of various
positions of each federal candidate.



Automated Phone Banks — Counsel acknowledged that the automated phone calls
included advocacy for a Federal candidate and should not have been disclosed on
Schedule H6. TDP filed amended repons te disclose 50% of the cost of the Governor
Script an Schedule B ($9,450) anti 50% on Schedule F. The entire eost of the Clintoc
Script was discloscd on Schedule F. According to Counsel, it is TDP’s belief that,
despite their dinclosure on Schedule H6, no allocation transfer was made in connectinn
with these expenditures.

The Audit staff and Counsel agree that the expenditures were coordinated and reportable
on Schedule F, although TDP has concluded that 50% of the cost of the Governor’s

Script represents coordinated spending, whereas, the Aud t 1 d a lesser
percentage (33%). As previously stated, the Audit st oca ed e cost of the
Goveenor’s Seript on a 1/3 bssis sicee he scnpt eoncli vote eNHarold Ford, Jr.,
and all of our great democretic candidates running for le Ther Qre we aJlocated

1/3 of the cost to each the Governor, Harold Ford, Ir. an &ll er democratic bxdates
running for election. The TDP’s allocaticr is also acce;

Campaign Rallies — Counsel stated that TDP believed the 1nv01ce repr§é¥lted generic
campaign activity, that it was not uncommo ﬂ{ff to confuse },party organization
with the campaign of a candidate; and, that th¢ invoi %\ orréctly sent to the
Harold Ford campaign. Thre respornse also i c d ara Z:tn om the Director of
Tennessee Vlctory 2006, a project of (lfe. enn ‘sset/Demqgratit Party.? He attested that
of the twelve invoices, eleven werg,iricorfectly irr gi the Harold Ferd camnpaign.
TDP agreed thut the reraaining u,j&a for custoni-labeled bottled water waa a
coordinated expcndlt e.and amg ided its reports to disclase this expense on Schedule F.

The foll’f 45 noted '. ices i ion:
TheJ / en e and Royal e o Catering invoices The Jackson Centre invoice

: 1tt €e.as rece1v1 avel reimbursements in October and November 2006;>
€ 19. A seccnd Jacksan Centre iavoice indicated

s reniiered for: Harnld Ford Jr. The Rayal Reed Catering
invaice, which repre _' d the menu for tie event, had “For Harald Ford Campaign”
redacted. 7

Jason’s Deli — There were three invoices. The name Harold Ford was redacted on one
invoice. The other two invoices were billed to Harold Ford, Jr. at a Memphis, Tennessee
address. Further, the Ford Committee reported a payment to Jason’s Deli on September
13, 2006. The reported purpose was “Food for Campaign Event.”

2 This individual also submitted a similar declaration in response to the exit conference. That declaration
anly addressed invoices from faar of the vendors.
3 This individual was also disclosed in reports filed by TDP as receiving travel reimbursements.
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Grand Events & Party Rentals — This invoice was addressed to Harold Ford, Jr.
Campaign at a Memphis, Tennessee address (same as Jason’s Deli). TDP’ is located in
Nashville, Tennessee.

STC — Memphis, Inc. - Four invoices were billed to Harold Ford Jr. for US Senate at the
same Memphis address discussed above. On three of the invoices, Harold Ford, Jr. for
US Senate had been cnyssed out.

The Memphis, Tennessee address is for the Park Place Center that rents office
space. The Ford Committee, located at different address in Memphis, disclosed
this mailing address on Schedule B (Itemize Disbursements) for at least two
individuals who received airfare reimbursements. This ad r\x/ot/?ecorded
in TDP’s electronic files.

Little Porky’s — The imvoice contained the following: t Fam1L
Harold Ford Jr.” % \

Victor Chatman Productions — This invoice indicated so d to Ford Jr.
Campaign.” Description — “Harold Ford Jr. Cam Rally at \T fhe Golf Range
on October 14, 2006.” “/2

W.C. Hunter — This intvoice indicated that the would r are sandw1ches for the
“Harold Ford, Jr., Campaign on Satur,i y,)Octol It should also be noted that
the invoice for the Ford for Tennes e tled wate livered to a location on
October 14, 2006.

Based-o the
<&,
Committ
Harold Ford
Ford Jr. Campa1

ove it does not a psaar as if the vendors mistakenly invoiced the Ford

%eof the TDP)P The vendors use of the phrases - Political Rally for

r Harold Ford Campaign - Family BBQ for Harold Ford Jr. - Harold

R}L]‘y at f:ﬂg Time Golf Range on October 14, 2006 - Harold Ford,
Jr., Cainpeign on Sa ctober 14, 2006, as well as, three vendors used a billing
address that the Ford Coriimittee also disclased aa its reports supports the conclusian that
the above events bengfited the Ford Committee. Therefore, it is the opinion of the Andit
staff that the payments, for these events, by TDP represented coordinated party
expenditures that should have been disclosed on Schedule F. -

TDP’s assertion that the Levin Fund may not have made a transfer of funds for the
automated phone bank cost could be correct and also applicable to the cost of the polls
ant campalgn rallies. TDP reported on Schedule H6 shared activity totaling $715,056;
the Levin Fund portion bemg $564,894 ($715,056 x 79 %). However, the Levin Fund
reported only $319,399* in transfers to the federal account for its portion of shared

* TDP reported Levin Fund receipts and disbursements totaling $319,8689.
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activity. It is not possible to determine specifically which expenses were reimbursed.
Therefore, unreimbursed Levin activity totaled $245,495 ($564,894 — $319,399); that
amount was paid by the federal account. The overpayment by the federal account is
greater than the Levin activity in question ($77,673) and eliminates the need for any
reimhnrsernents to the Levin Fund for the cost of the automated phone banks, poll, or
campaign sallies.

Conclusion

TDP filed amended reports that disclosed the cost of automated phone banks on Schedule
F. However, it remains the opinion of the Audit staff that the cost of the polls should
have been disclosed on Schedule B and the cost of campaign rallies should have been

disclosed on Schedule F; they were not. (_)
| Finding 2. Disclosure of Disburseme ts

Summary
A sample review of itémized expenditures revealed tha 61 appr ximately 18% of the
items tested TDP did not disclose the payees’ address. In respon P filed amended

reports that materially disclosed the missing information.

i gex\p-ndﬂures to the same person
e’
Name and dress‘;o‘f‘ﬂle pay ,

Purpos (aﬂbh“f‘d cription of " e— fsbursement was made). 2 U.S.C.

Bf (5)(A) and 1 104.3(5)3)0).
Factg an Analysls 3

A sénple evie of itemized expepditures revealed that for 18% of the items tested, TDP
did not disc \lbg ayees address. The majority of the disbursements lacking
addresses relat to as hose mailing address was noted in TDP’s records. This
issue was discusse; d&ng} e exit conference. TDP representatives had no significant
comments.

Legal Standard
Reporting Operating Expenditures. When o,
exceed $200 in a calendar year, the Y

e Amount;
Date when the expendituy w"epe made;

Tl

Interim Audit Report Recommendation and Committee's Response
The Audit staff recommended that TDP file amended reports to disclose the missing
information. In response, Counsel wrote that they have, “engaged extensive efforts to
locate the missing information and will file amendments to include the address[es] which
it has located.” TDP filed amended reports that materially disclosed the missing
information.



