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The Republican Party of
CqibW Avau at Third 9~ * P.O. Bo 106U * Fmt*K KWftft 40i

Phone (502) 875-5130 FAX (502) 223-5"

October 1, 1992 lP

office of the General Counsel
Federal zlection Comission
999 9 Street NW.V.
Washington, D.C. 20463

To the General Counsel:

This soorn complaint, filed pursuant to 2 USC 437g(a) (1), a -
that the Kentucky State Democratic Central Ezecutive cittao
(the 'Federal Accountw) and/or the Kentucky Democratic Paty (the
"Non-Federal Accountw)(together hereafter referred to as
wRespordent") have in several ways violated the finacng and
reporting requirevnt's of the federal election laws and ali4csble
regulations.

-v

I. Respondt has totally ignored the newu federal .l *itm

finAnring jand reportin Pernt thtv nt n a f art 7
Janumrv 1- 1921- ANN.

Respondent raised only $6,00 in federal funds during the estizo

year 19SI. 1 Incredibly, they then transfexed into the Fareal
Azccunt $153,190 from the Nor.-Federal Account on January 23, 192
(after the end of the 1991 reporting period, but it wag MsW
as a 1991 transaction anyvway), and then prcply (samm deyl

transferred the same amount back to the Pon-Federal -Oo-. 2

Clearly, they did not do what the FEC requires, namely tum they
=pay all overhead from the Federal Account," and te e r
the Federal Ar-cut from the .fWen-Federal. " t each mmb dezi
1991 only the amount representing the non-federal allocatALcm

percentage .6f.67%)3 - all in violation of 11 CFR 106.5.
Re-pondents c]early funded all FWERAL activities (as well as

non-Federal activities) in 1931 from their Non-Federal Ac oOM.
4

Even if it weie an cthervise proper transaction, there is
consiLderable t cubt whether on January 23, 1992, RespoNden's l-
Feder~l Account -,7,ntaineC! enciga. to cover the check tbey wrot to

their Federal Account. 5

I Ext bit P, Detaiiel -i -4arf Page, ;i r . co-ri- 3

2 Exhibit B, c--Fles :', fcjr cecks dated "-23-92

3 RosFondent cslcclael this percentale i',:orrectIV or ScheduLe 1; 4-2/30

is of cours the nor-federal portior, not he federal, portloe.

See Exhibits E. F, -3,d -- a. ' asiv i', in Rp-spo -d-rS -

Fe4eral Account.

SSe- Exhibit G, repcrt c" ". e %cr'-.e-era: Account for this period.

fi1wby Mw R3ubt Paty of Kakd Lawy 1. S oAg CPA T~



e is no indication from the reports filed to date si jai the
1991-92 two-year Federal election cycle that -es---. .

fola4med the TW regulat I an at ll. ?bey should be
em-at to federal rules, nd then paying ewver Chi

their f ral Aeount. eimbursing from the -UVzl
eac math per the allocation fozmla. Instead, the

hv ralsed almt exclusively NM-federal mey, aad il n ..
epid no-federal funds for everything, in violatkos @ U,'

102.5, 106.5, and 104.10 (b) .

specifically, as shown in the xhibits, and as sumrised o

-Schedule of EZxhibits" attached, during the first 750 ot th

federal election cycle, Respondents show receipts of ted*=j I

of only $6,166.00 (most of which is still- on hand), whilo

reporting receipts of $773,900.99 in non-federal funds.

II. S--ehwtlm H1 Iorreel File (Nahod of 1li n

Vat Dri -ist

11 CYR 106.5 (d) (1) states that 'all administrative and genric

voter drive cost incurred during the two-year cycle must be

allocated according to this ratio."

Because Kentucky is one of five states that holds a non-fedmg

election in odd-numbered calendar years, two Schedules 3l go* to
be filed, a Schedule Hi for Adoinistrativ Expen s and O

Generic Vote Drives. 11 CFR 106.5(d)(2).

Respondent has not filed the Schedule l form for Gris %1"'

Drives. Refer to Respomnt's December 31, 1991 FEC Te OM

eport (dated 1-23-91 (sic)) attached hereto as Exhibit a.

The schedule ! form for Adinistrative Expensens is -.
incorrect. It states that the Federal Allocation share ftO %W*

year cycle is 66.66%, but th cautation on Schedule in a

results in 33.33% rather than 66.66%. Despite this error,

Respondent has apparently used the correct figure (33.33%) in

their cooputations. See, for example, the Summary Page, a ...e

their Federal share is shown to be $51,060 out of $153,12, wh1

is of course 33.33% of the administrative cost.

SUMMARY

In 1992 in Kentucky, we are engaged in a very active F eam .

Election year. We have a Presidential, a U.S. Senatorial, a ..

Congressional races on the ballot and the Respondents hae a*t If

begun playing by the rules.

It appears that ALL of their 1991-92 cycle activities to d f



been f e out of fmo-at funds. Wy hw b
MS OF FUD3aL lW 8. SincM Respondents have no federAlfunds, and have not had any federal funds to speak of dmM&

entire election cycle, they should not be permitted -to
in this federal election. We respectfully urge the
(1) promptly prohibit spoedefta from mM M go PRO DIRlCTLY OR zI1aYy, ni TiE 1992 rtaj.
(2) determine the amount of federal funds which should ha j rexpended so far by Respondents during this cycle, and req4m tRspondento reimburse their Mon-Federal Account to that eutentusing funds hereafter to be received by the Federal Acmount, (3)bar Respondents from participating in ANY federal election(s)
until the reimbursement required in (2) above is paid, and all
other expenditures in the meantime are allocated properly, a" 44)pay a substantial fine, using funds raised under federal rule.

Indeed, we urge the Commission to review its files and note all
the other recent instances where the Respondent has ignored the
Federal Election Laws.6 Then the FEC should uthrow the book at
the."

CERTIFICATION

I hereby certify that the facts set forth herein are correct to
the best of my knowledge and belief.

Robert M. Gable
Chairman
Republican Party of Kentucky

Signed and sworn to before me this j__ day of , 19o

ary Public. State t-ui i*

My commission expires:

6
Special attention is invited to FEC's case: MUR 3145, describing

Respondent's illegal use of approximately $350,000 of non-federal tuka Js 1
to assist their federal candidates, especially Harvey Sloane for U.S. Sevmto.
Inexplicably, the FEC has not yet ruled in that matter. Also see NURS': 2S30,
2702, 2710, 2812, and 3163.



MPON~? DAT!m

7/26191

1/23/91 (sic)

4/15/92

6/17/92 (???)

7/15/92

IO COV~MS
THESE DATILS

1/1/91 through

7/1/91 through

1/1/92 through

1/1/92 through

4/1/92 through

6/30/91

12/31/91

3/31/92

3/31/92

6/30/92

FVDZBA SUN-OTAL:

$1, .W

5, 00. 00

0.00

7.50

*6, 166. t0

KREF 7 6/10/91

KREF 12/9/91

MW 6/26/92

12/1/90 through 5/31/91

6/1/91 through 11/30/91

12/1/91 through 5/31/92

NO-FrDERL. F -vi MO"JAL :

*.25,091.76

242, I*. 40

$773, 9". 9

7 KREF: Kentucky Registry of Election Finance - the State regulatory and

enforcement agency, where filings are made regarding the lon-Federal Accovat

8=-I.?
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B

C-I

C-2

D

FEC

FEC

FEC

FaC

FEC
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4. TYPE OF REPORT

tap Arri 15 Ouartert RP4Ot kMonthlyR

.iy15 Qluarterl Porn marci
April

Ociober 15S OuaWWy ReOrt May

januafy 31 year End RePOrt Twertt da

Thirtieth

Termination Report

FEC IDENT'~iCATION NLMBEPR,

C 000111 97
Thil :-onilmjtle quafbod as a mutlicand~oate,

;* 4CuiS -~

eport Due Om' NJ

20Z July 20 Nov011W20

20 Auut 20 _Dece W 20

20 Sepleriibe20 jas*uW 31

my report prelu0ing
iTypt a, Eiec.o--i

day report following the Genera; Electon con

the in State of _______

i.. s i-its Repo"t ant AnmenOet E N

SUMMARY COLUMN A COLUMNS8

~ ~ ~ __________ 6~-Q1This Period Calendar Yett4Oin

(b~ CshO dt....... 1 4,478.9

...... $ 1,000o. 00 __ 1___pe
(c) Total feceipt(V O W 19) $ 1,000.00... ._........._....-

Lnes6 fxld6WW fC)f~tC4*0 8) ... *- .. ... .............. $2489 ,7.2_

7 ToWa DaSW SO (fronm Line 30) ..................-.... $ 2,406.81 S 2 406. 81

8 cash on Hand at Close of Reporting Pe00o6 isubtract Line 7 from L~ne 6,'dY 72.11 72.11

9 Data and ObblgatonS Owed TO the Comtmhtt $ Fo b~0-0
Iftendze a* on Schedule C VWid r Schedul D).................4 -F " E ,nC nS

~ 2,90.25 E S~rr.t NW
10 ift an ObgaoftOwe By1heC~w"Me 299025wasswWor DC 20463

(hefte ant on Schedule C and-m SchedLe 0) , . . ... 76Pe9044%

and compiele.

, p* or ;: r.:%;a$.@

Willi=m G. Johnaom Date

Signature ol Treasurer7-6 
1

449AGA~Msf -- - --- -

MOT. eatmsnotR '~, ~ eperson sagwqg us Porn a we penafes al 2 US44 1 1,09

FMC
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\Avt OF CAtL.EE RREP COV14,G VERO.

Kentucky State De criatc Central Executive fO---4At, I-A-91
' ' -- COLUMN-" A COLUMN: I

TOW The Pe cawbrw.

Cowretueons (oln ran bans) From:
a lev'jap e"t 0* Thv Poal Commsesk: Q U S * A A ....................................................................... .... ...... ............ .. .

_To,.,ze ................................................................
it. T o tal............................................................................... - -..........I

b PO W,*ca Pary CO'Tv ......... .........h............. ..e.............
c 0 e PoW.&ia Com (uch as PACs) .....................................................................

Transters From AKi oaS OV ' PuIy COmmOM ..............................................................

Loa s ................................................................................. ...e.

Loan Repayments S m .................... ..............................
-_ _ t I * --* * " " '- *-, . ... .. ... ............'c ore-T,-g Exe-t-es ';Y 145s 1"tes. Irz-

Runds 01 Corwrjom Made io Fedaral C~ndftI W w~ e POW"c Coiniveee-s-*-
Othe Federal Recsfs (D~vdends. 1 0 S ... .................................

Total Rece0ts ..... ......... ..... ................................ (a lid, 12. 13. 14.15.16. 17. and 18) •

TotW Fe eral Rece M ................................................. ..... (su k 18 tro 19) *

1,000.00

S,000-.00_

1 nrmvm

1.000.00

1L000.00
_ IOO0.

11,

12.
13
14

16.
17

.', ..0

.9

L - -sbu so on iits

2' Opefating Expen~tures
a Sharec3 FederalWon-Federal Aabvtv (1Mm SchedA 144)

Feoera, Snw e ...........................................................................................................
. n-F " ' ................................. ha.................................................................

o F r .a OOtie Eeduoa ................... ..................... ....................................

c Total peraw Expndavue .................................................... (Add a i. a i. and b)) ),,

22 T ransfe s w A lhaasY0th r P-ty C- --m IIs ... ... .. ..... ... ...... ....... .......

.23 Conrbn'ons Fed"ral s m ...................

24 en Expe (use Sche .............................................................................

25. Coordae Ej un s Made by Peit Cwonm (2 U.s.C. " a(d)) (use S F)..
Lo _n y ......... ............. ....................... .....................................................

7C% Lot~ P eMe Made ...... . . . ........

27 Loan Made .................................-.........._.................

2. Retuds of Cosma r To:

a m , lsP:es Oter Than Polgcal Com m ......................................................
b . po co m af .......................................................... I.......................................

c O er o Comertu (such as PACs) ..............................................
0 T:: C "bi .Re:m ........................... .... .. ....................... . (Add a. b and c D

29 O er e ...........................................................................................

30 Total Disbrser ..................................... (ad 21c. 22.23.24.25.26.27.2d. and )o

31 Total Federal Dubiursneil ........................................... (aftac ** 21 a a trom ml 30) V)

L N etn iopwaing Expeduums

32 Tot (ol tw o nsh m We I i ) .................................................................

33 Total Co n bt on R tun s (fom bi 28 1) ..............................................................................

34 Net Com&Am (cer twn loans ac:I bmI 33 Irom 32) ..................................................

35 ToW Federal AelMi a. aaned 21 b1 0

36. ..t..S te t 152

.2,406.81
_2*406.81 -

1,000.00 -

i,0.

_j2.40&LB

--.2406.81
2,401.81 _-

1,000.00

_lO 00

ITT

-~_

I __

I. I i I I I I

.........
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01 C$shan .bd q 1080181 _____ 1$_718
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..... . ..
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Kentucky Central Democratic Executive Cmittee

NATIONL PARTY COMIItTEE

FIED FEDERAL P NTAD CECK THE APPCROmATE LIE AND 9nM % U 9W TO MOM %-
U PRESIDENTIAL YEAR ION
L; ALL OTHER YEARS p%)

HOUSE AND SENATE PARTY CAMPAGN COMITTES

- MINIMM FEDERAL PERCNTAGE (W4%) (IF CHECKED. ENITER % IN BOX TO MO- %
OR
- U EXPEUNDS

" ESTMATED DIRECT CANDIDATE SUPPORT - FEDERAL. %
. ESTMATED DIRECT CANDIDATE SUPPORT- NONfEDEW-----

ADJSTMENTS TO FUNDS EPBDED:.
ACTUAL DIRECTCANDIDATE SUPPORT- FEDERAL !
ACTUAL DIRECT CANIDATE SUPPORT - NONEDERAL -jj

NOTE: FUNDS EXPENDED MUST BE USED IF THE FEDERAL PI PORTI S GREATER THAN 66% IN ANY YEAR.

SEPARATE SEGREGATED FUNDS AND NON-COM4ECTE COMTTEES

FUNDS EXPENDED:
* ESTiATED DIECT CA TE S - FEDERAL %

.ES -T EDIRECT CANDIDATE SPPORT- NON-F---RAL

ADUSTMENTS TO FUNDS EXPDEND.
ACTUAL DIRECT CANDIDATE SUPPORT - FEDERAL %

ACTUAL T CANDIDATE SUPPORT -0NFED8K .-- .

STATE AND LOCAL PARTY COMItES

BALLOT c-oIin
CHECK ALL OFFICES APPEAIG ON THE NEXT GEIERAL E: I.O,

Z. LS SEAT. --Or (I pow). .. -

3. U.S. CONRE.SS.. 0 .. .. .

4. SUBTOTAL-FEDERALA1., AN :

&. GO VE OR --- 0 P .. . - 7
6. OTHER STATEWIDE OFFICES _- (1 OR2 POU)M
7. STATE SENATE _..--n V POIT) .
. STATE EPRESENTATnvE ...... 0 m.....(1 Poem

9. LOCAL CANDIDATES 0(1 OR 2 POINTS)

1o. sUBTOTAL- NONFEDERAL (ADO SAM AND 9)

11. TOTAL POITS (E 4 PLUS UNE 10) 9

FEDERAL ALCAl 0- DMN4 DIVEDfBY LIEl -
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April 15. 19t

Federal Election Conission
999 E Street. U
Washingtn. K 2063

Dear Sir:

Please find enilesed following informtlon.

Report of Receipts and isbursements.

Kentucky Democratic Party Exe CowItte .

Please initial one copy of the letter and return it in the
eclo.ed envelope. Power of attorney on hand.

Thank you,

C4S.. 7 7*'4
Chat les T. Mitchrell Company
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Candidate/Committee Kentucky Democratic Party

1. CONTRIBUTIONS:

a. Itemized by check or written Instrument (Schedule 1, hem 7s)

b Other receipts (Schedule 1, Item T)

a Receipts in currency (Number of people
Individual cash contribution limit is $100

d. Unitemized contributions (Number of people . 124
Contributions by check of $300 or less.

2. TOTAL RECEIPTS

DISBURSEMENTS

3. TOTAL DISBURSEMENTS (Schedule 2, Item 7)

BALANCE STATEMENT

4. Ending balance of last report (Enter (-0-) if no report has been filed)

5. Amount received during reporting period (Line Z Cokmn 1)

6. Sub-Total (Add Lines 4 and 5)

7. Amount disbursed during reporting period (line 3. Column 1)

S. ENDING BALANCE (Subtract Line 7 from Line 6)

9. Debts and O owed ft. (Schedu 5. Item 11)

0. Debts and ObligaIons owed TO: (Schedule 5. Item 11)

ft. In-Kind Contributions Received (Schedule 3, Item 71

12. Fund Raisers (Schedule 4. Item 10)

COtWMN I
THIFmlo Tmm'= a

+ e 118,680.23

+$ '$

+ 6,411.53

_t 125,091,76 $

* 144,478,69 _ _ _

19,732.98 ....
1+9t .t? S,=1=hs-added back. reflected on baek+ +241.33 Clerical nerror corrected 4

. 145.657.24

-$ 14414 78.6Q

* Al A99 7A 1

-0-

PEmoo TM aiOM
* 192.60

$ 4,638.92

SUMMARY PAGE

Period From
12-1-90 1b, 5-31-91
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Kentucky Democratic Pnrty iod Fr June 1, 1991 November 30, 19911h
L.mIw~nU'rn
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b Oher re pts ISchodule 1. Item 7MI

I, Ree pti cunMMcy PNmb oer @9 ..p1
Indivdua cph conibumn Imt $100

j. urbemu 11Igm06il wi pjgpj 423
Cowbutloni by chk of $300 or loes.

3. TOAL RECaP S

DISOURSEMENTS

3. TOTAL DISDURSEMENT5 ISchedule 2. Item 71

BALANCE STATEMENT

4. Ending balance of lest Mpoct (Ente 1-0-1 It no rpon has been iled)

L Amowunt Wreehd &oft MpotWn PO 2. Column 11

& Sub-T" (Add Le 4 nd 51

7. Amount d Uddun reporting peo Lkin 3. Coumn 11

&. ENDING BALANCE Subtract Line 7 rom Lin 6)
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+,

4,

U,

cowinn
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0
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2429133.40

I

*$ 1,178.55
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-, 243,311.95

_12219181.39
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ELECTION FINANCE STATEMENT
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P e rty

2L COWINttee Nowe
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Kentucky Deocratic Party Willi. G. Johnson 12 1 1991

P.O. iox' 694 P.O. Box 698 m W VG
Frankfort, Kentucky 40602 6 5 31 1992

Area AP&A 'PI0 t ,ntucky 40W02 b _ ,. ---- -- ---o_, o .

TYPE OF STATEMENT

6a [' Pro -election Quarterly Preceeding - Future Year) Pro-election. Poet Election or

b. ( Pro eletion 32nd day peceding) Supplemental Statement relates

c f Pre election (12th day preceedin,31 ] Primary E General 13

d Post Election 1301h day following!

e I Post Election Supplemental 160th day following)

1. j iSemi annual Supplemental (Opposed candidate in previous election)

g. I Annual Supplemental tUnopposed candidate hit previous election)

h. -_ Executive Committees of Political Parties

i. Quarterly Permanent Committees)

". TToio.to_,

k. E' Amendment- Check one of the tme aban to Irmdicate which statament Is b namnd.

to:

SSpecial

Ia a

Date of Election
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SUMMARY PAGE

Cmidatelcommmtee Kentucky Democratic Party Perod From December 1, 1992

cummon
T lMm

1. CONTRIBUTIONS:
a. Itemized by check or written Instrument (Schedule 1, Item 7a)
b Other receipts (Schedule 1. Item 7b)
c. Receipts in currency (Number of people 2Z7 )

(ndIvdual cash contibutn" mI 0100)

d. UnItemized ont Am of people 132
(Contributions by check of *300 or lessl

2. TOTAL RECEIPTS

3. TOTAL DISBURSEMENTS (Schedule 2. Item 7)

BALANCE STATEMENT

4. Ending balance of lost report (Enter -0- If no Previous report)

5. Amount received during reporting period (Line 2. Column 1)

6. Sub-Total (Add lines 4 and 51

7. Amount disbursed during reporting period Line 3. Column 1)

8. ENDING BALANCE (Subtract Line 7 from Line 61

* 398.948 38

+* .9770.0

+* 4,957.45

M406,675.83

* 378;021.74

* 22,130.56
+$ 406,675.83

. 428,806.39
-$ 378,021.74
6 50,784.65

9. Unpaid Bil or Other ObigtlonmOwed W. (cedM 5.m 11 ' .-....fl

10. Debts and owed TO: Mchedule L Item11)
.. .. , , . ,r r,,.0.

.... ,,., ,', .,. '.e . .

11. In-kind C -butt -Is ml kd 0eMi % two 1

12. Fund Raisers (Schedule 4. Nam 9)

So °.. 0
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FEDERAL ELECTION COMMISSION
WASNW4Ci4.K D.C. MW*

October 7. 1992

Robert B. Gable, Chairman
Republican. Party of Kentucky
P.O. Box 1066
Frankfort, KY 40602

RE: MR! 3637

Dear Mr. Gable:

This letter acknowledges receipt on October 2, 1t , of
your complaint alleging possible violations of the rFtedw)
Election Campaign Act of 1971, as amended ('the Act*),
the Kentucky State Democratic Central Executive Committee,
William Johnson, as treasurer, and the Kentucky Democratic Party
(Non-Federal). The respondents will be~notified of this
complaint within five days.

You will be notified as soon as the Federal Election
Commission takes final action on your complaint. Sbov4 you
receive any additional information in this matter, ploe
forward it to the Office of the General Counsel. su/
information must be sworn to.n the same manner as the 0
complaint. We have numbered this matter MIR 3637. i 8efr
to this number in all future correspondence. For onv
information, we have attached a brief description of the':
Commission's procedures for handling complaints.

Sincerely,

Anne Weissenborn
Acting Assistant General Counsel

Enclosure
Procedures



FEDERAL ELECTION COMMISSION
WASM ICKO. OC 3

~.. :v

Oftober 7, 1992
William Johnson, Treasurer
Kentucky State Democratic
Central Ezecutive Committee

P.O. Box 694
Frankfort, KY 40602

RJ: HIM 3637

Dear Mr. Johnson:

The Federal Election Commission received a c" qlant whichindicates that the Kentucky State Democratic Centra 1 EzecutiveCommittee ('Committee =) and you, as treasurer, may have violatedthe Federal Election Campaign Act of 1971, as amended (stbeAct'). A copy of the complaint is encl6sed. We have numberedthis matter NUR 3637. Please refer to this number in all future
correspondence.

Under the Act, you have the opportunity to demonstrate inwriting that no action should be taken against the Comitee andyou, as treasurer, in this matter. Please submit any Creol orlegal materials which you beLieve are relevant to theCommission's analysis of this matter. Where appropriat.statements should be submitted under oath. Yourshould be addressed to the General Counsel#* Office
submitted within IS days of receipt of this letter. If meresponse Is received within IS days, the Commission my toofurther action based on the available information.

This matter will remain confidential in accordmn Vi2 U.S.C. I 437g(a)(4)(8) and S 437(a)(12)(A) unless "I' j" ythe Commission in writing that you wish the matter to he i.public. If you intend to be represented by counsel in ismatter, please advise the Commission by completing the emelesedform stating the name, address and telephone number of oihcounsel, and authorizing such counsel to receive anynotifications and other communications from the Commission.



W1 I&"*" joi , Tr*aSurer
Kentucky state Democratic Central Executive Committee

1zs y" hv ay questions, please contact JOtf .t.s e
staff mmber assined to this matter, at (202) 219-3M4. ro
your information, we have enclosed a brief description of the
Commissionts procedures for handling complaints.

Sincerely,

Anne weissenborn
Acting Assistant General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



FEDERAL ELECTION COMMISSION
W001WO VC 2~~

Octxer 7, 12

Kemtucky Democratic tarty (Won-Federal)
P.o. Box 694
Frankfort, XY 4"02

as: NU 3637

Dear Gentlemen:

The Federal slection Commission received a complaint which
indicates that the Kentmcky Democratic Party (Non-Fredral) my
have violated the Federal Election Campaign Act of 1971, as
amended (Othe Acte). A copy of the complaint is eUclosed. We
have nbered this matter RM 3637. Please refer to this number
in all future correspondence.

under the Act, you have the opportunity to denonstrate in
vriting that no action should be taken against the Kentucky
Democratic Party (Dos-Federal) in this matter. Please submit
any factual or legal materials which you believe are relevant to
the commisslon's analysis of this matter. Where appropriate,
statements shmld be submitted under oath. Your resP , which
should be addressed to the General Counsel's Office, unbe
submitted within IS days of receipt of this letter. Z% .
response is received within IS days, the Commission f take
further action based on the available information.

This matter will remain confidential in accordamm-4th
2 U.S.C. S 437g9a)(4)(1) and S 437g(a)(12)(A) unless y netify
tbh Commissiom in writing that you vish the matter te he d
public. if you intend to be represented by counsel i- s
matter, please advise the Commission by completing the elosed
form stating the aeun address and telephone number of each
counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.

! 1 r*'



~~411

etu y koratic Party (Non-Federal)
Page 2

it If' be" yw questionsv please contact jettff X400't do
staff V 1961 Mvd to this matter, at (202) 219-3m. ftr
your infr tIon, w have enclosed a brief descriptls of the
ComissiLots pcocodures for handling complaints.

Sincerely,

Anne weissenborn
Acting Assistant General counsel

znclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



FEDERAL ELECTION COMMSSION
WASHiNGTON. D.C.~S

February 11, 1993

CERTIFIED MAIL
RETUjN RECEIPT RgQUEST D

William Johnson, Treasurer
Kentucky State Democratic

Central Executive Committee
P.O. Box 694
Frankfort, Kentucky 40602

RE: RUM 3637
Dear Mr. Johnson:

The Federal Election Commission received a complaint thatalleges that the Kentucky State Democratic Central axe*ctivpCommittee ("Committee") and you, as treasurer, may have violatedthe Federal Election Campaign Act of 1971, as amended (Otbe Act).o On October 7, 1992, the Commission mailed copies of the e01aiatto the above address. You have not responded to the a laimt;therefore, another copy is enclosed. We have numbered ti*s itterMUR 3637. Please refer to this number in all futurecorrespondence.

Under the Act, you have the opportunity to de.o.tef inwriting that no action should be taken against the Comitte. andyou, as treasurer, in this matter. Please submit am f Orlegal materials which you believe are relevant to the lem'sC1 analysis of this matter. Where appropriate, statemutS Md Ibesubmitted under oath. Your response, which should he, eM tothe General Counsel's Office, must be submitted witbie is dT ofreceipt of this letter. If no response is received witht I5days, the Commission may take further action based on theavailable information.

This matter will remain confidential in accordance with2 U.S.C. $ 437g(a)(4)(B) and 5 437g(a)(12)(A) unless you nt*ifythe Commission in writing that you wish the matter to be medepublic. If you intend to be represented by counsel in thitmatter, please advise the Commission by completing the --- edform stating the name, address and telephone number of acounsel, and authorizing such counsel to receive any notificationsand other communications from the Commission.



millisn Johnson, Treasurer
leatucky State Demoacatlc Central.Seutive CSmtte

If you have any questions, please contact me in the Office of
the GeneCal Counsel at (202) 219-3690. For your inforation, we
have attaebed a brief description of the Conission's procedures
for handling complaints.

Sincerely,

Jeffrey D. Long
Paralegal Specialist

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



FEDERAL ELECTION COAWISSION
WASOHOCYOP Mc AM

ftbruary 1, 1993

CERTIrID M&XL
RETUR RSIPT M3UW1

Kentucky Democratic Party (Non-Federal)
P.O. Box 694
Democrat Drive
Frankfort, Kentucky 40602

RE: RUE 3637

Dear Gentlemen:

The Federal Election Commission received a complaint thatalleges that the Kentucky Democratic Party (Non-Federal)
("Committee') may have violated the Federal Election Campaign Actof 1971, as amended ('the Act'). On October 7, 1992, the
Commission mailed copies of the complaint to the above address.You have not responded to the complaint; therefore, another copyis enclosed. We have numbered this matter RU 3637. Please refer
to this number in all future correspondence.

Under the Act, you have te opportunity to demonstrate inwriting that no action should be taken against the Cemittte inthis matter. Please submit any factual or legal materials which
you believe are relevant to the Commission's analysis of thismatter. Where appropriate, statements should be submitted underoath. Your response, which should be addressed to the General
Counsel's Office, must be submitted within 15 days of receipt ofthis letter. If no response is received within 15 days, the
Commission may take further action based on the available
information.

This matter will remain confidential in accordance with2 U.S.C. 5 437g(a)(4)(B) and 5 437g(a)(12)(A) unless you notify
the Commission in writing that you wish the matter to be madepublic. If you intend to be represented by counsel in thismatter, please advise the Commission by completing the enclosed
form stating the name, address and telephone number of such
counsel, and authorizing such counsel to receive any notifications
and other communications from the Commission.



Kentucky Democratic Party (Non-federal)
Palo 2

If You -be OWm questions, please contact me in the, fce ofthe General Counsel Ot (202) 219-3690. For your inforu&tUM, wehav attacbd a brief description of the Commission.s preetduresfor handling complaints.

Sincerely,

Jeffrey D. Long
Paralegal Specialist

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement

'~~,-- ~,z



IWI 3437

KUIITUCKY DUGOCRATIC PARTY (Non-Federal)
AND WILLIAM JOHNSON, AS TRhEAURIR

This Response to MUR 3637 is filed on behalf of the Kentucky

Democratic Party and William Johnson, as Treasurer.

The complaint filed by the Republican Party of Kentucky

refers to several elements of the Report of Receipts and

Distributions for a quarterly period as originally filed with the FEC

by the Kentucky State Democratic Party State Central Executive

Coumittee. It would appear that the complainant may not have had the

benefit of the amendment filed May 20, 1992 and accongoded by a

letter of transmittal from William Johnson, Treasurer. Additionally,

there was filed with Mr. David J. Weidman, a reports aalyst with the

FEC, under date of September 3. 1992, an amended report wberein

additional detail is provided regarding the transfer of fusnd

including the financial spread sheet. Mr. Weidman was apparently

satisfied with this amendment and response.

The only other issue which was raised in the coplaint is

complainant's reference in footnote 3 to an apparent miscalculation

of a percentage. However, complainant resolves this isma on page 2

of the complaint wherein complainant indicates that "Respondent ha

MICHAEL T. McKINNEY I



* .in their O

t~t~* gnumber being identifi.4 a t-b
percentage; homeer, the correct percentage number was aetually ued

to fil e the t* sta ken o.

In swmnry, there appears to be no issue remaining with

regard to the matters raised in the complaint initiating MiM 3637.

/

Michael T. Mc inne -
2922 Washington Square
P.O. Box 688
Burlington, Kentucky 41005
(606) 586-9955

General Counsel
Kentucky Democratic Party

MICHAELT McKINNEY -.



VRAJIECC"El I$Q 
Gjta~.lt

l6kiyt L 14NRNI. C PA

LAnar" T. W&IA-M. Q.P.A

September 3, 1992

Mr. David J. Weidman, Reports Analyst
Federal Election Commission
999 E Street NW
Washington, DC 20463

Reference: Amended April Quarterly Report (1/1/92-3/31/92).
dated 6/17/92

Dear Dave:

I apologize for not getting back to you sooner with my
response. As in my previous letter. I will attempt to
answer your questions in the order they were stated in your
letter dated 6/29/92.

The entry of $612.48 on Line 26 of the Detail Summary Page
represents 1/3 of the total loan payments made during the
period, $1,837.44. The loan is a combined
Federal/non-federal loan which I began reporting in the 1991
mid-year report. It seemed only logical to report the
Federal share only on the Detailed Summary Page.

The line totals on the Summary and Detailed Suaary Pages of
the amended report and the original report differ
significantly primarily because the original report was Wt
right. It did not include all the accounts or activity. I
think that the true activities and balances can be explained
by a working paper I have labeled "Combined Cash Revenues
and Expenses" (enclosed). I believe the amounts on this
working paper can easily be traced to the Su=ary and
Detailed Summary Pages. As shown in the working paper also.
approximately 2/3s of the administrative expenses were paid
from the non-federal bank accounts. There were never any
actual transfers between bank accounts. The $67,190.49 is
merely a forced number which _.akes the ending cash in the
Federal bank accounts correct. Perhaps the following vill
demons rate:

Beginning Federal Cash $71,306.75
Federal Receipts 158.50
Non-federal Requirement 67,190.49
Total 138.655.74
Total Disbursements I06,561.85
Ending Federal Cash $32,093.89



if I understand the intent of the law, there must be
adecuate Federal resources to cover Federal expenditures,
Although the Committee's staff did not follow the proper ,.
administrative procedures and make actual bank account
transfers, I do not think the intent of the law was
violated, and may be demonstrated thusly:

Beginning Federal Cash $71,306.75
Federal Receipts 158.50
Total Federal Resources 71,465.25
Federal Expenditures/Report 38,595.60
Excess of Resources over Exp. $32,869.65

(The excess of resources over expenditures does not equal
cash because expenditures/report do not equal actual
disbursements. The bank balance is slightly lower,
indicating that the Federal "account" actually paid more
than its required share of the administrative expenses.)
If we reported only the activity that occurred in the
Federal bank accounts, actual administrative expenses would
be wildly distorted. I believe that the amended report is
an accurate reflection of what actually happened as is
possible, given the facts that the FEC's forms leave much to
be desired, and the Committee's staff do not have adequate

N- accounting procedures.

C The checks which were attached to the original Year End
Report represented sham transactions. A worthless check was

cc written form one account and deposited into a second accomn
to cover two checks written on the second account and
deposited into the first account (bank statements enclosed).
I think the original logic behind doing this was to aho .
required non-federal transfer into the Federal "accolmt amg
repayment to the non-federal "account" for 1/3 of the towt.
administrative expenses for the period ended 12/31/91. In
any event, the transactions did not reflect any economic
reality, so I eliminated them in my analyses of the ban
accounts (working papers enclosed).

I hope this letter helps clarify what was done and why.
Please call if you have questions.

Sincerely,

Andy Naff, CPA

Enclosures: Working Papers (3)
Bank State=ents (2)
Sumary Page of Original 12/31/91 Report
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M Nt IS BA f &CA ITAL I
P. O. BOX 309. FRANKFORT, KENTUCKY 40602 (502) Z2g.f

KEhTUCXY DEMOCRATIC PARTY
VICTORY 091
NOh-FEDERA? ACCOUNT
PO BOX 694
FRANKFORT KY 40602-0694

a* eo ~-m sosm

AEMSER FDIC
4* WWI ____m C

-130-0
0

REGULAR AC&O#t:

lZ/-1191 TNU 01/31/9-.
DOCURENiT COUNT:

PAGE
PAGE 1

227-1601 - THAT'S THE PHONE NUMBER TO
CALL IF YOU HAVE ANY BANKING QUESTIONS.
OUR F A C T (FRIENDLY-ASSISTAhCE-CUSTOMER-TEAR)
WILL 8E HAPPY TO HELP YOU!

THANKS FOR CARING 00000000000
$1) THE UNITED WAY

REGULAR ACCOUNT

DESCRIPTION CESITS CREDITS DATE EALANCE

ALANCE LAST STATEMENT
4ECK 8 185
-ECK 8 187
EPOSIT
VECK 8 183
HECK 5 186

4ALANCE THIS STATEMENT

TOTAL CREDITS
JOTAL DEBITS
TAX ID hUMBER

(I )
C4)

558.44
2-500.00

153.181.00
2,500.00

1Z31191al1 s/gz
01 iiiita

153#181.O003"t~19

0 " 1 " Z
01131192

153p181.C0 MINIMUM BALANCE
159*139.44 AVG AVAILABLE BALANCE

AVERAGE BALANCE

19,585.88
18.627.44
16.127 44

169.308.44
16,,12? 41.
13.627. 44
13P627.44

13j,627.44
17,269.96
17528. 02

m .serum4 ue M4O Im'.qEMBER FCHC



P. O. BOX 3C9. FAANKFW.t'IM 1

KENTUCKY DEMCC.ATIC PARTY
FEDERAL ACCOLNT
PO BOX 694
FRAtKFORT KY 40602-0694

-"M ~- od so6"a

MEMBER FDIC
''maa mor wota o

130-0
0

•REGULAR ACCOUNT:

12131/91 THRU Cl/31/92
DOCUMENT COUhT:

PAGE I

227-1601 - THATOS THE PHONE NUIEER TO
CALL IF YOU HAVE ANY BANKING QUESTIONS.
OUR F A C T (FRIENDLY-ASSISTA&CE-CUSTOMER-TEAN)
WILL EE HAPPY TO HELP YOU!
*

IHANKS FOR CARING 00000000000
THE UNITED WAY

*

REGULAR ACCOUNI

CESCRIPTICN DEBITS CREDITS DATE EALANCE

C$ALANCE LAST STATEPENT
CLARKE CHECKS C K ORDERS

.OE P OS I T
CHECK X 1C3
' 4HECK 8 101
^HECK 9 102
'0ALANCE THIS STATEPENT

-TOTAL CREDITS
-NTOTAL DEBITS
TAX ID hUPBER

(1)
(4)

E921923EC311600
29.73

100.00
51 ,C60.00

1C2,C21 .00

12131/91

01106192
153.1I1.O Cl/23/92

01/23192
01/23192
01/23192
Cl /31192

153.181.CO MINI4UM BALANCE
153.270.73 AVG AVAILABLE BALANCE

AVERAGE BALANCE

4#910.27
158.91.27
157,991.27
1C6#931 .27

4,910.27
4.910.27

4P.10.27
4.924.74
4,24. 74

74
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-- e--cy-~ Dewcati Pat.- te-ADDRESS Irhurfer amastie) -*~4ck 'evv4 wla eviousty 'e-o'neo 2 OEN z V.OTZ% E

P.O. Box 694 (Democrat Drive) C0001119

CY. STATE &W zIP COW 
hsZOS101wt

Frankfort, Kentucky 
comma=*_ MM__ 0_TMROOM_______

4. TYPE OF REPORT

(a), Aprd 15 Ouanert eP40M Mo.Vhy Reor MAe OM:
Febuary 20 -M -2 OCIOW 20

Juty 15 Oua~era/Repo March 20 - 20 - No0,GSt 20

Octob s (jarety - May- eMlMll20 "X Janumry3

x January 31 Year v RepAor Twefl day reowt preoer

July 31 Mid Year Report (No0-eklion Yea: Cr*y) elemon on in me Sae of
/

Q" 5 L 7lwe :av -epr 'e ,,in tfe Genera Elct on

Terraaon. Repc. .._ : me $ oae _ _

(b) Is ,Mis Repor an Arnent? YES JL.%O

SUMMARY COLUMN A COLUM B

5. cov~nng Penmd 7/1/91 1 2/1191 ThsPeriod Ca esir Yem-Oah

(a) Cash on Han Jar wy 1. 9 .......................................... S 1 479

(b) Cash on Hard at S g of Re o Per --o ............................. . S 72

(c) Tota R emn(from L . 19 .. .. ...... . ....... 158,181 S 159,181
(d) Sutoal (aW Linn Of aM G(C) Wa CoU'rm A 8M

Lin Ga)a cr ............................--.-.... S 158,253 .S 160,660

MalJ 4bsom wft ( tra Lne 30) ......................... .. ..... ........ .... , ,180 " 155,587

a- as.-, on Hand S o, 72 S 5,072
- Debts and Obbgawm Owed TO ?.e Cwnmcee - N =w W edo

(Itefmze at on Schmct C anaor Sct"qhLe 0) - .- - -.. ..

" Debts and ObIlgaon Owed BY 20 C "'wg S =."W

(etemtze al on Schedule C afco Sche fe 0) ................... .............. ... 2, 90 wa-.-=K DCI a3
cendy thar I have examuio U1s Peporr and to re Dest ot my knrwaeoge anc beer,;: ,s true. c'rea TO ;-ue 4.45

and complete. Low 7 IU237313

Tpe or Pnr Name of Treasurer

S.gnature of TreasLer Oae

NOTE- Submassmon of false. erroneous. o f rico ^ .tc-'.-a y s e person s-, r< ;t-,s RePiC- -" *"pe.: is A 2 Uk
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U--mom

P.C. :,x 694 Ifl/I
a.

i

4. TYPE OF REPORT

C. FEC WENITFI1 A'l1O~JM5

... . .~ mlsS~SP fdod on
-4-.

(A)czAVr. I5 OwUMMOYeei

Janjwwy 31 Year End

IEJuty 31 WdYear RPoil (601 b.fw YeOM OntA

STermaion Repot

(b) Ls V"as Report an Assioima?

SUMMARY

5Coverf Pot~ 7/f1/91 Vi*% 1i I/ 9

6. (a) Cash on Hand .tary 1. I9...9.&1

Minliy Report Due 0m
QPVbiury20 C. Ameu2
Q March 20O Qif* 2

QArl20 QAwqM20
0May20 $Bpi h 30

Twaft day mpot iprtomi

o 0 ,w 20

O o00M*m 20
O Jnuwy 31

-eal,. -,
eledon o n in em* of

0T~r@ dmy 1repo bg ft Gen" sl ean on

__________ithe slaato_____

E-NO

r - I

COLUMN A
Tid P~

COLUM B

I Y282 Oa'

828,27.~ I

(b) Cashan Han at S.guimn offlPAer141 POW___

(c) Toi Receip (tmm Lie I9)
(d) SiaW (ad Unim GM aw 64W 1 Cico A arW

Lem 6(s) a 6c so Coaw $I

7 Tand hdrJm" fl rb m Lim 3m1

$ 352,468.48

352.938.89

281.632.14

1 s t9.22

537 .20.66

465.899.91

a. Cash on Hand at Coso a ApM Pw (sum= Li 7 rom Line (d)) J 71,306.75 51306.75
9. DOeb and owgao Ond TO go C" F coact:

(ftimzo an an Schekft C wft Sdd 0).----------------- -----........... Cmon

0. Dets "ri CwimsOe d BY sw Cfm- ___! 16273
(ot.ize an an Sco,,ls sidk , ,,,,k $ 16 237.37 0)_ moc

I cerfify vtaI tw exarw~ M* rm i ad' to NW bo o my knowf edge and bow t l g o sa Tdl* hopm
and covv e..
Type or Prim am Treamin

William G. Johnson, CPA
Sgnavuge at Treasure Daft4

NOTE: Sub 31 tame. erows iwm i ninimn mnay sujm hw persmon signing ai Impo to oe p da 8IL "4379.
• i i I I J " 7A

I I

I ,-_.mcrarc Drive,',-X~llvJI! e Rd.
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P.O. Box 694 * Fruwktin. Key

Grad% Stumbo .... es

May 18, 1992

Federal Election Commission
999 E Street, NW
Washington, DC 20463

Dear Sirs:

This letter is an addendum to and an explanation of Smule
A (Itemized Receipts) for FEC Form 3X (Report of ipts
and Disbursements) for the period covering 7/1/92 -
12/31/92.

Kentucky has a political party "Tax Check-Off" 1ew
taxpayers may designate on their state tax retul t
$2.00 be given to the party of their choice. 2mi timare considered to be contributions for federat 0giMAadministrative/generic voter drive expenses in 606e-nsi-
with Advisory Opinion 1991-14.

Of each designated $2.00, $1.50 goes to the sta**iLk,_
party organization and $0.50 goes to the Morganization of the taxpayer,'s residence. e=
small dollar amounts and legalities involved, ean torganizations choose to donate their to t
the state party organization. Receipts on c& fr
county parties represent these funds. These i m
actually contributions from individuals and are peiuible
under the Federal Election Campaign Act.

Yours very truly,

William G. Johnson
Treasurer



OgZCa 01 GENERAL CONM8L

DATE: ?ebruary .. i
AlaYSt: ANY SUZAMEE

I. CONU2TTW3: Kentucky state Democratic CUItrll
Executive Comlttee (C@001l*7)

William Johnson, Treasurer
(July 26V 1991 - Present) -

Richard Rankin, Treasurer
(March 15, 1988 - July 26, 19j1)

P.O. Box 694
Frankfort, KY 40602

II. EENT STATUTE: A. 2 U.S.C. 5434(b) & 11 Cra Sl4.3(a)(l)
s. 11 CrR S106.5

Inl. amc... .

A. falulre to Reconcile Cash-on-Rand Figure8 s i

ub Letucy State Democratic Cettal i veCamttee ('the Commttee') filed its 1991 K1*&d 0 7 n
July 31'r 1991 disclosing its cash-on-hand as 0"111 tO be $1478.92 (Attachment 2). This fig=
closing es -a d figure disclosed on the Ir
Repet (Attachwast 3).

On fY 13, 1992, the COmmittee filed an 4Rid-Year Report which disclosed the January 1. le
hand figure to be $28,297.44 and added over $311IV inreceipts and disbursements. A letter from the tr*& t was

1/ The 1991 Kid-Year Report filed on July 31, 1991, is.b firstreport signed by William Johnson. The Commission aeves' , ivedany vritten notification of his appointment as tr Er.Johnson resigned in September of 1992; however, the e Ifte basnot apprised the Co mission of his replacement. te- ik*ant
treasurer of the Committee, Pat Goins, has signed the I I inthe interim. Furthermore, Clayton Patrick signed the ?srUnd Rsperxt bver, the Committee has yet to -4s a -t f ypsatem or letter naming him,



attached to the amendment explaining that the mUtlo of

990eipts and -mm ema bead was comed by the Imle .1 th
fE sla A- to
advlsory Oiaiem 1" 14 (-t- - ham_ 4).

I%* Reports aalysis Divisloa (3nAD")
Request for Additional sf otmtion (3r7A10) to the Comittee

on July 29, 1992 asking for supportig 6-----tufm to

reconcile the difference in cah - _-__-- figures betwsom the

1990 Year god aid the Amended 1991 Mid-Tear Reports
(Attachment S).

A Second Notice was mailed to the Committee as August

20, 1992 for failure to respond to the FAI (tAcf st 6).

The Commission received a written response regarding the

cash discrepancy on the lmded 1991 Rid-Tear Report o

August 24v 1992. in this letter, an accountant working on

the Committee's reports* Mr. Andy Muff, stated the cash

discrepancy existed because '*the 1990 year end report did ot

include all the bank accounts" and that the original 1991

Kid-Year Report omitted the =General rundo and the

wCheck-OffO accounts (Attachment 7).

While the Committee's August 24th response gave the

reason for the greater cash-o-band figure disclosed on the

Amended 1991 id-Year Report, the letter failed to reconcile

the $26,818.52 difference between the 1990 Tear Md wed

Umded 1991 id-Year cash-o-hand figures in report form.

Thus on October 28, 1992, the Comittee was seat austher A

regarding the Amended 1991 Rid-Year Report (t -,t 6).
ftis letter asked the Committee to clatrify the caeb

discrepancy and provide ame emts for amy previous report

which night have omitted additional federal funds.

A Second Notice was sent to the Committee on November

19, 1992 for failure to respond to tkm- RM (A&t -dmt 9).

On December 15, 1992, the Commission received a writtes

response filed by the assistant treasurer of the Committee

which basically restated that the cash discrepeacy In

question resulted from the newly included "Dollar Check-Off"

funds which had not been previously considered as reportable

federal funds (Attachment 10). The response included the

written responses filed in May and August discussing the

addition of 'check-off" funds as per Advisory Opinion

1991-14. Copies of the Summary Pages were filed for eacb

reporting period between 11/20/90 and 11/23/92; bawaver, none

of this information provided a reconciliation of the cash

discrepancy. To date, the Committee has not filed amy

comprehensive amendments to rectify this situation.



a. Failure to Comply with the Allocation RegeNat

The Comittoo filed its 19l aid-year
1"l1 but disclosed no administrative a-,
$2,406.81 of disbursements (Attachent 11)9

The analyst sent an RFAI to the Committ. *0,
18, 1991 regarding the lack of administrative 7 Z
recorded on the 1991 Rid-Year Report and I
Committee that the federal account should r tie
non-federal account if any administrative oxpeme_- w -ped
with non-federal funds (Attachment 12).

As no amendment was received by the ComnjiseU, a ee..m
Notice was mailed to the Committee on January 9, 29* for
failure to respond to the RFAX (Attachment 13).

The treasurer of the Committee, Mr. Bill
the analyst on January 22, 1992 and stated that UW @qmintU
would be responding to the REA! soon (Attachment 14).

On February 3, 1992, the Committee filed its 191 year
End Report which disclosed $153,180.00 in share#d m j!eo-
federal expenditures. Even though the non-feds'sW
disclosed to be $102,120.00, the Committee disc
transfer-in from the non-federal account of $1$3] 3
Committee failed to provide a date ofor
transfer which was described as a "book
Schedule N3. The Committee also provided
three (3) checks totalling $153,181.00 drama
account to the noa-federal account and a a
on the non- federal account to the federal
amount of $153,181.00 "To Provide For All
Thru Fedl. Account.* All checks were dated a
The treasurer included a letter with the
that the transfer for allocable activity....
Schedule ff3 was made outside the vI
transactions. The letter also assured the C
all 'proper cash transfers have been made*
Committee intends to comply with the allocatioe
in the future (Attachment 15).

On March 16, 1992, the analyst and Mr. Johnson
the Committee's administrative expenses with rego WOO
1991 Kid-Year Report RFAI. The treasurer Inft 't
analyst that while the Committee did pay all of its
from the non-federal account and then ran all tug,
federal account and back out, all funds used wer
under federal laws (Attachment 14).

The analyst sent an RFAI to the Committee,0 o
1992 regarding the 1991 Year End Report to im4#
$153,181.00 transfer-in from the non-federal



urge the Committee to take steps to insure that the federal
account paid its share of allocable expenses (Attachment )A,

Os April 20, 1992, the Comittee filed Its 192 JOTO
Quarterly Report. This report disclosed $04,460.00 in
expenses on Schedule 84 and a single $4,460.09 transfert.4
from the non-federal account. Again, no date of receipt via
provided for the *bookedn transfer which covered the full
amount of the shared expenditures during the period rather
than only the non-federal portion. The Schedule 34 provided
only one lump sun for the total of all allocable expenses
with the notation that details would follow (Attachment 17).

On April 29, 1992, an accountant for the Committee, Mr.
Andy Naff, and the analyst discussed the RIAKs regarding the
Committee's 1991 Reports over the telephone. it. Naff stated
that the Committee had transferred non-federal funds into the
federal account and then back out to pay for its
administrative expenses; however, he felt that the addition
of federal accounts previously excluded from FEC reports
would illustrate that there was sufficient federal money to
cover the federal share of allocated expenditures (Attachment
18).

A Second Notice was sent to the Committee on April 30,
1992 for failure to respond to the RFAI referencing the 1991
Year End Report (Attachment 19).

The Committee filed an Amended 1991 Rid-Year Report em
may 13, 1992 disclosing a much greater amount of finealsi
activity than previously disclosed. Whereas the oriL g_1
Rid-Year Report disclosed no shared disbursements and o*1y
$2,406.81 in total disbursements, the amended r0t
disclosed $178,696.98 in joint expenditures on Schedule N4.
In addition, Schedule H3 disclosed a $99,905.74 traasfer-ta
from the non-federal account occurring on June 30, £11
(Attachment 20). Because this transfer covered the full *I-
federal share for disbursements occurring in the first 4x
months of 1991, it appeared impossible that the full a t
of this transfer could fall within the appropriate forty ay
transfer window.

On may 26, 1992, the Committee filed an Amended 1991
Year End Report which again disclosed a much greater amount
of financial activity than reported on the original report.
Schedule B4 disclosed a total of $225,119.43 in shared
expenses. While the non-federal share of these expenditures
was only $150,079.62, Schedule H3 disclosed a transfer-ia of
$206,138.98 occurring on December 31, 1991 (Attachment 21).
Once again, it seemed clear that the Coumittee's federal
account had received transfers-in outside the allocation
window and that these transfers were now in excess of
permissible amounts.



An RFAX was mailed to the Committee on Nay 27, §31
requesting clarification regarding the $84, 40 trmsf.$'hl
from the me-federal account found on the 1992
Quartety rport and reminding the Comittee of ..
i gortace of correcting any non-compliance, with''
allocation regulations (Attachment 

22).

Upon receiving no amendment to the 1992 April Quarterly
Report, & Second Notice was sent to the Committee on June 16,
1992 for failure to respond to the rAX (Attachment 23).

The Committee filed an Amended 1992 April Quarterly
Report on June 22, 1992. The receipts and disbursemeats
again were radically different from those found on the
original report. The amendment disclosed $101,949.37 in
shared expenses on Schedule 84 for which a $67,190.49
transfer-in from the non-federal account was received on
March 31, 1992 according to Schedule 83 (Attachment 24).
Although it appeared that the total amount transferred from
the non-federal account nearly equaled the non-federal share
of expenses, subsequent information provided by the Committee
suggested that the report did not accurately reflect the
financial activity of the Committee during this reporting
period.

On June 25, 1992, the treasurer, Mr. Johnson, and the
analyst had a telephone discussion regarding the transfers
reported on the 1991 and 1992 amendments. Sr. Johnoft
confirmed that the transfers were assigned dates of recip
for the 1991 reports even though most transfers were made C
January 1992 and therefore had been made outside the tramedfe
windm. While Kr. Johnson acknowledged the Improper
allocation and indeed the misrepresentation of the
Committee's financial activity, he stated that he did met
want to talk about correct or incorrect activity because the
process was just a game (Attachment 25).

In a phone conversation on June 30, 1992, the analst
and Mr. NSff, the accountant, discussed the Committee*4
reporting errors. Mr. Naff stated that the depiction of
shared expenses and transfers-in disclosed on the 8 Schedules
were made up to show in part how allocation should have
occurred. Mr. Naff contended that even though the Comftei
did not pay their administrative expenses properly, it still
had sufficient federal funds to cover its share of joint
expenditures with the true amount of federal receipts fully
disclosed on its amended reports (Attachment 25).

On July 15, 1992, the analyst and Mr. Naff discussed the
1992 July Quarterly reporting period. Mr. Naff explained
that the Committee had made transfers-in from the non-federal
account because the federal account had insufficient funds t
cover its expenses during the second quarter of the yr.
stated that the federal account would declare a =114A_



non-federal account for the amount of underpayment by the
federal account (Attachment 26).

Also on July 15, 1992, the Committee filed the Xvnew
and the Detailed Summary Pages of the 1992 July Quarte"l
Report with the intent of timely filing the Report. th
accompanying cover letter alluded to the fact that tie
Committee's accounting methods were unsatisfactoty
(Attachment 27).

A complete 1992 July Quarterly Report was filed on July

23. 1992 disclosing $174,882.66 in shared expenses. Schedule

33 disclosed $151,052.42 in transfers-in from the non-federal

account, while the non-federal share of joint expenditures

for the period was only $116,588.44. In addition, the report

disclosed a $33,854.22 debt owed to the non-federal account.

A ledger sheet was attached to illustrate the derivation of

the debt (Attachment 28). It appears that the Committee

continued to transfer-in impermissible amounts of non-federal

funds, and that the declared debt does not represent the full

amount of money owed back to the non- federal account.

On July 29, 1992, the Committee was sent RFAIs

referencing the Amended 1991 Rid-Year and Amended 1991 Year

End Report and the Amended 1992 April Quarterly Report. The

RFAI regarding the Amended 1991 Kid-Year Report requested

further clarification concerning the vast cash differences

between the original and amended reports for the period and

the procedure used by the Committee to pay its administrative

expenses. The RFAI also stated that the Committee awt

explain the adequacy of federal funds to cover the joist

expenditures and file reports to reflect the true financial

activity of the period (Attachment 29). The RFAI concerning

the Amended 1991 Year End Report requested this *am

information for the end of 1991 (Attachment 30). The Amii

1992 April Quarterly Report's RFAI likewise requested

clarification of the procedures for payment of administrative

expenses and of the source of additional funds. It also

questioned the omission of checks dated January 23, 1992 frem

this report which were included with the Amended 1991 Year

End Report (Attachment 31).

As no amendments were received, a Second Notice was

mailed to the Committee on August 20, 1992 for failure to

respond to the RFAIs (Attachment 32).

On August 24, 1992, the Commission received amendment*

to the 1991 Mid-Year and Year End Reports in response to the

RFAIs. The letter regarding the 1991 Mid-Year Report
addressed the discrepancies in the shared expenditures. The

Committee stated that administrative expenses were handled

improperly. The response provided an elaborate explanation

(with a supporting ledger sheet) to justify the additi|

receipts and disbursements and thus adequacy 
of federal NM



to e r its shae of the Joint ei doi 0
the Committee stated that the transfer re on *A Maw

13th eme admeat *was pure l~
beloeally *paid their 1i2ls out of
money in Ito (At tp-a-t 33).

The August 24th response to the questions g gWra the
l",1 Year gnd Report further describes the ream" or e
Comittee' s inflated receipts and disbor n aId
justification of the adequacy of federal femds to pay for
their expenses (again supported by a lodper sheet of
figures). Once again, the Comittee confirmed that their
reports did not represent actual activity in the way it
occurred and further that the reported transfers *were not
made between the accounts" (Attachment 34).

n September 8, 1992, the analyst and Mr. Naff discussed
over the telephone the non-federal transfers disclosed on the
Comittee's reports. Mr. Kaff admitted the transfers wre
not an accurate portrayal of their financial activity but
still contended that the Committee had sufficient funds to
cover the federal share of joint expenditures (Attachment
35).

Also on September 8, 1992, the Commission received
another piece of written correspondence serving as the
Amended 1992 April Quarterly Report and providing further
information regarding the 1991 Year rnd Report (Attacnomat
36). This letter explained further the discrepancy betwee
the original and amended reports' financial activity. te
Committee again made it clear that there were Oey r s
actual transfers between bank accountsi bowever, theys
failed to provide a report to remove the transfers dieoe
the appropriate activity and then take any corrective action
needed. The portion of the letter dedicated to the 1I Ter
and Report revealed that the photocopies of C€eet4
attached to the original 1991 Year End Report represeated
"shm transactions'. The accountant preparing the lttor
noted this in explaining how he arrived at the figures
disclosed in the Amended 1991 Year End Report; yet, the
Committee provided no new report to disclose the actual
activity for the period.

On September 21, 1992, the assistant treasurer of the
Committee, Ms. Pat Goins, and the analyst had a telephone
conversation regarding future compliance with the allocation
regulations. Ms. Goins stated that the Committee was aware
of the need to pay off the debt to the non-federal account as
soon as possible (Attachment 37).

An RFAI regarding the 1992 July Quarterly Report was
sent to the Committee on October 14, 1992. It recomnded
that the Committee immediately repay the debt declared to -ts
non-federal account and rectify any non-compliance with
allocation regulations (Attachment 38).



Yh Committee filed Its 1992 October Quatte ly Soit on
October 15, 1992. The report diselosed $47
empesitures. Wile M th tow ot all t a M '

.ea-ftgral accesat is less tham the m
te oriod, the yeat-to-date figures 4ieleed thtth •

sti overpapmt of joint expenses by the see-f
account. The Committee disclosed the full pset of the
debt owed to the non-federal account but omitted this debt
activity from its Schedule D (Attachment 39).

A Second Notice was sent to the Committee on November S,

1992 for failure to provide a response to the "Al
referencing the 1992 July Quarterly Report (Attachment 40).

The Committee filed an Amended 1992 July Quarterly
Report on November 23, 1992 which stated that the debt to the
non-federal account had been repaid and disclosed on the 1992
October Quarterly Report in order to compensate for transfer
miscalculations (Attachment 41). The Comittee did not
indicate that additional action would be taken in the future;
yet, it still appears that the full amount of impermissible
activity has not been taken into account.

On April 21, 1993, the analyst sent an 37Al regarding

the 1992 October Quarterly Report to the Committee for
omission of the debt owed to the non-federal account from
Schedule D (Attachment 42).

The Commission received an Amedd 192 October

Quarterly Report on May 12, 1993 which disclosed the peymet
of the debt owed to the non-federal account on the
appropriate Schedule D (Attachment 43). "W Committee,

however, made no reference to further attempts to rectify

previous non-compliance with the allocation regulations in
1991 and 1992, nor have they done so to date.
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The 1993 Year End Report has not been reviewed.
Bading Cash on Band as of 12/31/93: $8255.82
Debts and Obligations owed by the Committee: $8727.65
Debts and Obligations owed to the Committee: $ 0.00
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All reports listed have been reviev,ed.
Ending Cash on Hand as of 12/31/92: $27473.55
Debts and obligations oved by the Committee:$14852.65
Debts and obligations owed to the Comittee:$ 0.00
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122 TOTAL PAGES

All reports listed, with the exception of the Amended 1990 Year
End Report, have been reviewed.
Ending Cash on Hand as of 12/31/90: $1478.92
Debts and obligations owed by the Coumittee:$2990.25
Dcits and obligations owed to the Comittee:$ 0.00
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FIMDRAL ELECTION CWSSIOW
AWO .0ob o( 3uu s

mveAbet 19, 1992

Villiew ,etbsm. Treasurer
Reatme -tate Democratic Central

aetive Cemittee
P.O. sn 694
Irgealtfet. 31r 40402

Zdotificatien Wberx C96011197

nefcomee Amnded Rid-Tear Report (1/l/91-6/30/91), dated May
13, 1992

Doer me. Johasoa

This letter Is to lifog you that as of Novembet &G. 193o
the Comissiom has not receivd your response to our cequest for
additional imformatiom, dated October 20, 1993. hit notice
reested Information essential to full public discloeure of your
f Il election finncial activity ad to ensure cewpltasce with
provisioms of the federal Bloectim Ca~apign Act 4 the Act). A copy
of our ociginal eqioest Is enclosed.

If s responIs is received within fifteen 1ls) days from the
dte of this ntice, the CoIissi n may choose to initiate audit
or legal enefoceset actiom.

If you should have Oay qwestioas related to this settec
please contact David weidmaa e- our toll-free number (0001
424-9S30 or our local number (202) 219-1S0.

Sincecely,

/? John D. Gibson
Assistant Staff Directo
Reports Analysis Division

anclosure
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In

p 0
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Dear ac. RSnking

so 2%is letter i to INS= yOU that as of ,mnwy S. 192. theComA asien has not received yourT Nesow to ser roeoot feeodditional inferatioem dated December aSe 1m1 ta Noticereustod Infornation essential to full public disclowore of 7MCOforl election fineacial activity and to onure eoliaec withprovisions of the Federal lecti.. Casmpaig Act (the hot). A canof our original request is onlosed.
'0 If so respons Is received within fifteen (IS) days free theC4 date of this Notice, the Comissio Nab ea to initilte 0ndtor lo9al enforcement action.

If you should have any questions related to tis wttr.plea"s contact David Weidman on our toll-free number (on)o 424-9S30 or our local nuer (202) 219-S00.
Sincerely,

,Jeha O. Sibsen
&ateistaa $we Director
Reports AMalysis Dlvision

Unclosure
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FEDERAL ELECTION COMMISSION
WASHIV4CTOPS. 0C 4b3

ALTST: [DeVid 3. Iftin

COWXISATION WITH: Bill Jclvson, Treasurer

U.NUIT : Kentucky State D r-a-ic Central Executive Comittee

DATE:0 January 22, 1992

SU3t(S): RPFAI regarding the 1991 id-Yea Report

tie treasurer stated that the Cittee would be complying soon
with the issues raised in the letter.

ANALYST: David J. Weidman

O OVRSATION WI: Bill Johnon Trasurer

Kentucky State L-0atiC Cetra Executive Comittee

E: March 16, 1992

aJ8JURT(S: I Payment of A inistrative

The analyst and the treasure dis d the paylmnt of adeinistrative
eeeby the Mrtte. . Johmon stated that the COmittee's

non-feer account paid everything first and then the Comittee ran

the 1ss throug the federal account and back out again. He also
infcmd the analyst that while he was not saying what the Committee
did um correct, he did want to note that Kenttxians care about state

candidetes and not the federal groces. Mr. Johnson also stress that

no ceporate or union money was involved and that all money was permissible
under the FECA.
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Sevid a. leidsm
Rteports Analyst
Reports Analysis Division
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AMWXT: David J. Weidlo

CCWNESATIN WTh: Andy f Acfooftant

CONKtITTM: Kentucky State Democratic Central Executive Comittee

DATE: April 29, 1992

SUBJECT(S): RFAI Ia sent on 1991 Reports

The analyst and Mr. Naff diecused the process for aproval of conzter

schedules. Then Mr. Naff explained that the treasurer for the Comittee

had transferred non-federal money into the federal account and then back

to the nion-federal account. The two also discussed the existence of

a general fund and a "check-off" fund which would now be reported on

the 1991 reports and how these additional federal acwoouts ald cover

the federal share of the allocated expenses to be shown on the mnments.

FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463
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FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

ANALYST: David J. Weidman

CONVinSATION WITH: Bill Johnson, Treasurer

CO4TPrw: Kentucky State Democratic Central Executive Comittee

DATE: June 25, 1992

SUBJBT(S): Procedures for Payment of Administrative Expanses

The analyst and the tru rr discusmd the origin of the nubers
in the amended 1991 Mid-Year, Year End, and 1992 April Quarterly ports
as well as the discrepancies on the dates of di*ursmments versus transfers-in
from the non-federal account. Mr. Johnson acknowledged that the reported
transfers were not made within the fort y windo period. The "booked"
transfers disclosed in the reports have = e t dates i(the end of each
reporting period but they really occrred in January. men the analyst
began to discuss the suission of incorrect infoction, Mr. Johnson
replied that it was silly to talk about whether the activity was incorrect
or correct because it was all a game.

ANALYST: David J. Weidman

CMW OSATICI WITH: Andy Naff, Accountant

0OW IT' E: Kentucky State Democratic Central Executive Committee

DATE: June 30, 1992

SUBJWT(S): Administrative Expenses disclosed on the 1991-1992 hmerd ments

The analyst and Mr. Naff discussed the "plugged" figures, and dates
for the transfers-in from the non-federal account and the sources of
the additional receipts and disbursements. Mr. Naff also acknowledged
that "plugged" information was 'de ultbut stated that he could trace
every receipt and disbursement back to the bank statements and check
nm&bes to reconstruct the actual activity. Mr. Naff stated that the
Comittee had had seven bank accounts (five federal) from which the
Omittee would pay its expenses. The Comittee would use up one and
go on to the next one. Currently the Comittee had enough federal money
from the DNC and "checkoff" fund to cover the federal share of e s
on the 1991 Year End. Mr. Naff also confirmed that the receipts shown
on the amended 1991 Year End Report (5/26/92) reflects the receipts as
they really occurred. Be did not know what the u bad 4n on
the ariginal Year Mi Repot; however # he thought that the M1cr~

atgo fr n fla ooni~igg- the dm-Wfl fund a ft W4,;



FEDERAL ELECTION COMMISSION
WA HINCTON. DC J43

ANLYST: David J. Weidman

CONVERSATICO WTH: Andy Haff, Accountant

WMICM: Kentucky State cratic Central Executive Comoittee

DATE: July 15, 1992

SLJB T(S): Preparation of July Quarterly Report (1992) and Debt to
Non-Federal Accomt

mr. Naff stated that the Comittee wa making transfers from the
non-federal account because the checkoff fund had dried up. He stated

that the federal account does not have enough money to cover its expenses
rw and that the federal accouit will have to declare a debt on Schedlle
D. Mr. Naff said that he would only submit the Sumary and Detailed

nmiry Page of the 1992 July Quarterly Report in the interest of getting
the report filed in a timely fashion.
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Willimo . Johso. Treasurer
inestuchy state Domecratic Central

mecuntive Committee
P.O. so 694
Iresmfert. T 4"02

Identification Numbers C00011197

Doeorosce I

L 20 in

Amended mid-Toar Report (l//91-/3@/91), dated fay
o 1992

Door ft. Johnsaoo

Tis
roview of
qestios
.port(s).

letter Is prompted by the C omis8ien prelialary
the reportrs) referenced oN@. The review raised
cocermin certain inforation contained is the
An itemistim, fellowvs

-The begqinnig cash balance of this report should equal
the ending balsam of you 1990 Toor M report. 1Please
clarify this dscrePsa saod a md my s-soquest
report(a) that moy be ofectod by this eorrectiom.

-pl0eas provide the total for Les 11(oI~iile Columm A
sad D of tbo Detailed Owmary Peg.

-Ploase provid, a Schedule A to oufsot ah ot
reported Om L6ime 13 of the Detailed ry Valy 0a.
loom sad loan repaymsts received by or esomattoo
must be Itemised en Saedulo A. jg4af bst oM
loomed or roewld. 2 g.S.C. 54341111JREY

-Tour report discloses a $4000 lm repsebt reoeived
em LiNs 13sf tho Detailed Sums8 wPgs. I" ofigimal
eust of the lam. as well so my loSe esotme rst

be reflected em Sbedule C. 2 U.S.Co 14b (3)(8)

-Sebedulo C discloses loaes frem Pomoll Cenaty ask ad
reoste SA ad Trust Is the samusts of $lISS sad
$14021. to imstoeos ubsro loos bave eaorsers or
r raters the tfllov sifomstiam mnt he opplieds
(1I the idetifieotiom of each odorser or gurastor
oad (2) the 80ust of odesdemost Se pratoo
eutstsadieg at th close of the rpert e perled. gI"
tore destifiloste meows (a) iso h so of am
Ladividusle his or ber full am.o sailie addres

5o-0

I')



occupation* and name of employers and (b) in the case of
any oth person, the personts full noe and addess.
is ci M .(a)(1)(i)(C) and 104.3(a)(4)(iv)

-Schedule C of your report imdicates a eumuletive
payment to date of $93 to Farmers sak and trust ow on
euteteadini loan. schedule 34 of your report discloses
$SO636 Iloan repayments to rators Bask and Trust this
period. Please c arify this discroenc.

-Your original 1991 mid-Toear eport discloses M2,406 in
treansfers to your non-federal account. Tour amended
1991 mid-Toor Report, however* mits these transactions.
Please clarify this discrepency.

-LiM  26 of the Detailed uar/ Paes of your report
discloses a total of SS?70 in lo repayments Made.
The BUm of the entries itemisod eo &hedule 84. however.
Indicates the total to be $16,712 Please ad yeor
report to clarify this discrepancy.

-the loans from Powell County Saak and Farmers Beak ad
Trust, incurred oe Dececher 22# 19 an February 9.
1990, have not been disclosed previomlyo Please amend
all affected reports from the dates the loans were
incurred and Include any loan repaymosts em Schodulo s.

-The Sumry and Detailed Suinry Pae of this report
disclose lime auer totals whi Oifwfer esktestialy
from the totals disclosed m the SomtteoeS ereMl
1991 mid-Tear eport. The emeaded report dl -
recel and disbursement totals whieb are $155,40
$10a eM , respectively, the rigia11 diseclosd
em the comittees initial report. o esmittoe aloe
disclosed $178,696 in allocable dieurse to sof See
dmiistrative espueses during this reporting perled.

while the original report felled to ebew my
administrative expenses.

MdItieoally, the cash flow as reortod, Indiaete that
the edowral account wld mot be had aefleto fuo to
pay disbsemets totalling O1O4,36T. lae the .W90S
0ee-federal transfer-is was recolved n the lst dy of
the ceporting period and ever $49#MW of the Sheckoff
funds were received during the last two moth of the
reporting period, the emittee mst osplela bew thes
oepeases were paid.

The cemittee must imeditel describe the moreve of
the figures disclosed on the 1"1 med WdIter
te"rt, elerify the accouting prce0dures Uod to pow
the committeos admimistrative espNoes for this perod
ad provide clarifying infomamtieo for the apoaent

F')

N

'I)

N

N

9')

A*



/ 4N|0P JO &*the financial trasstioeawt" , Se'"

i mstfile 40'A

441 the activity tisit meIt td

& Wittoe so" omo o . osea t to lr ogital erelet(s)
ossseog hoe w pobeOM~s should be filed wth 1 thedea

losgtem -s--.s - vithla fiften (IS) dars of the dote of this
letter. i rw mood oelstanco.;los.o tee Itoo to eotoct m on
one , ll-free aot. (MO0) 424. S30. Ny local mobor is 1202)

Oiscorly,

Reports AselIpstReports alysis iloo

I -



FtMNRAL ELtCUKON COMISISON
w,,.Kt. ,C na W,.

willim S. Johnson. Treasurer
otek State Deoeratic Central
8ae"TIve Cemittao

P.O. aea 694
Frankfort, Ty 40602

detificatioe Numbers COOl1?

sef coc,:

it tA

Amended Tear 3nd Seport (7/1/Sl-l33l/ll). dt.d
36, 1992

moar r. Johnsont

This
review of
quostios.
zport(el.

letter is promptod by the Comisslonse preliminary
the rae& t(s) referenced abov. te roview ralsed
omoaroq certain isferatie contained in the

An itemisaties fellows:

-the totals listed on Lina ll(a)(1ii). 11(b). Nd 111c)
:/ar to be incorrect due to na0lac meat. Please

ck the entries and provide a tota o gr Use 11(d)o

-Touc previous fili, the 191 •mdad mi-aear Deport.
disclosed a $1014 loes rcm Pow011 A am*. ibis

COpOrt. her. does net a a td"* C to
discloe tho status of the loon u. we o s
repsynaeats o Sebedule C. Please ApLAdL a Cleo
to thow the status of t lo n raIs m ieule a to
ow loan ropsymats. wda fet be * __...ly

reported tutil tbey are repaid. 11 Cm 06od)
4w mj6-A--!a 7*1 "C t dbaslewnSe.oerdbnted-Sceodule V of your rer0 ooduql

eponditures uNdo on behal t af A (). 0pleas
be edvslod that your omittoo met be outberlead to
make eoct opeodituros by the national Sittoe of the
political party. It your eosmttoo Ma bon doolgmted
to make such eaponditures. Pa" provide to *o of
the desiat tin comittee, tf our owmtteo has Not
beoen des Igasta to make coordintd emedl tm thew
mat be ogesidored as eliomd e 0ntiwAtion00 to the
candidate(s) sad be subject to tO lu tet Jios of a
9.8.C. 14410. Please mend you o reor ith the
clarifying inforation. 2 0.C. 4ater"

-Lse as of the Detalled Sinry iege of y reprt
discloses a total of 03.513 in e es o e.

N

K,



WV

The sum of the entries itemized on Schedule 34, hoverer,

indicates the total to be $7,536. please amend your

report to clarify the discrepncy.

-Ikhe summary and Detailed summ a 8 of this report
disclose Ilie number totals wlC .rf. s. stS.,-a.l

froe the totals disclosed on the committ e *ri ina

1991 year Sod Report. The amended report discloses

receipt and disbursement totals which are $194.267 and

$130245 more respectively, than originally disclosed

on the comitteesa initial report.

Additionally# the cash flow, as reported, indicates that

the federal account would not have had 
adequate funds to

disbursements totalling $251,632. Since the

r216,138 transfer-iw s received on the last day of tw

reporting period, the committee must explain bow thes

expenses were paid. The committee mst further explain

the large cash discrepancy betwee- the mon-federal

account's shore of administrative expenses, $1500679.

and the corresponding transfer-in from the non-federal

account for $206,138.

The committee must immediately describe the sources of

the figures disclosed on the 1991 Amended Tear and

Report. clarify the accounting procedures used to pay

the committee's administrative expenses for this periods

and provide clarifying information for the aperent

discrepancies in the financial transactions betwee the

original and amede reports. If the activity listed In

this report did not actuall occur in th federal

account, the comittee must file a amended report to

accuratelycreflect only the activity that es trassicted
hcough the federal account.

A written response or an amendment to your origimal reportls)

correcting the above problem(s) should be filed with the Federal
Blection Commission within fifteen (15) aysof the date of this

letter. if you need assistance. please feel free to ee t W o

our toll-free number. (600) 424-9130. my local *hr Is (202

219-3150.
sincerely#

David a. Weidian
Reports Analyst
&*Ports Analysis vivision

C -rn

or4
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William somsem. treasurer
amtuehy State boserstlc Contral
mmoeutive Conitte

P.O. So. 694
Vrakfert. Si 40642

Zdetificatiou eumbort C00911197

A to =E

Neference Aofnded Aril Oarterly aeport
dated 6/1732

£ 1/1/92-3/31/92).

meet me. m1aobee

Ibis
review of
qu0stiNs
report(s).

letter is prompted by the Couissioens peliminary
the report(s) referenced above. The review raised
Concerning certain information contained in the
An iteisatien follows:

-Lino 26 of the Detailed Smnasr Page of your report
discloses a totaw of 61.40 is loan ropqsmtI . te
am of the entries itoAsed mn seodle mU. ewevere
indicates the total to be $1.037.44. Please a you1r
report to clarify the disrepsn .

diselose Usne .auoies tow roVAT"0 WWPe

fros tbe totals discl thW emgittees orignl
1992 April oarterly Seport. _Mitlemally, the casb
flows as roported. lndiestos that the foderal account
would not hae had e 1to fu4 to pay disbursements
totalling $10.41. Suei the *67.1W trafOom us
received o the last day of the ep0otig p*teod, the
emittee mast explain hew these expenses Wore pald.

me eumittee mmst Imediately describe the orcees of
the figure disclosed en th 1"92 Meodud pll
Qacterly mopeort, eclify the aemWting p edoe used
to pay the emitt0 madimstretlve epeo. fog this
peried. e provide clarifin i- o leetio tor the
apporent disepsitos ie tW S inenil tramsectoes
between th orJinl a d repOrts. If the
activity listed In tis reort did Nt eaetuolly ew in
the federal aceomt. the emitteo met fie as SndOd
report to accurately eflect only the activity that us
trmcg threu th- fdeaL.eet

Wa.

10

W.)
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-Cepies of checks attached to the or iginal Iesr bd
Deport Indicate that the 0mso6eral Occoust wrote a
hek flor $13*.81 o aamry 33. 1993 to evide lot

all shored opeaose Ptr fo ral aeeot '. the Wee
dte ebocke wre writtem back to the 0m0ederal
fo soo $6h, (eeIoRIMM11!.It fog federal .4.m.

o ii('te provide for all shared oposoos tbr fed0.
secouft'). owever, noe of theseo tas ections appear
La either the original or oweoded 1992 April fOsrterly
meperts. to feet. the aheve-oestiomod transactieons
oseod the amoate reported as obeing received and
eapondsd. Please clarify these diserepancies.

A W ittoe tespo se or as naedment to Yout oct inal report(s)
corroetiag the aWe problests) should be filed wIth the Fodedal
1leetie Cmeilossom vithis fifteen (15) days of the date of this
letter. If yom sod assistance# please feel free to contact me on
our tell-fce •Abr. (SW) 424-9)0. My local number Is (203)
219-3 16

8incerely.

Dovid a. weidas
Mepocts Analyst
Deports Analysis Division
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FEDERAL ELECTION COMMISSION
WAS bINCTON, D C 26

AALY: David J. Weidmn

(XNVESTION WITH: Andy Raft Accountant

COMMITTEE: Kentucky State Democratic Central Executive Comittee

DATE: Septdr 8, 1992

3JBJCT(S): Non-Federal Transfers-In fcr 1991 Mid-Year, 1991 Year End,
and 1992 April Quarterly Prtz

*** ************************************************/ /e/****el******/r~r;; a ;&& a ;e

The analyst and Mr. Naff discusm-d the transfers Le=rded on the
reports in question. Mr. Raff stated again that the Cmittee did have
enough funds to cover federal expenses even if the rEported figures were
not an accurate representation of their financial activity. Mr. Raft
also mentioned that he was trying to get the Comittee to correct its
pro-edures for the payment of allocable expenditures.

Ar.. -
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FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

ANALYST: David J. Weidmn

cONVERATION WITH: Pat Goins, Assistant Treasurer

CM M=HIT : Kentucky State Democratic Central Executive Cmmittee

DATE: Septneder 21, 1992

mJDJK(S): General Discsion about Allocation Procirez and Payment
Non-Pederal Debt

Ms. Goins informed the analyst that Mr. Johnson, the Committee's
treasurer, had resigned from the Comittee. The analyst and Ms. Goins
spent some time discussing the allocation regulation so as to omply
in the future. Me. Goins noted that the Committee intended to pay back
the non-federal account for the debt incurred when the non-fedwal acot
paid for the federal share of allocable activity.
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RELEVANT STATUTE

INTAL REWORTS

PEDNA 1~CE8

FEDERAL LECTION COURISSIOU
999 3 Street, U.N.
Washington, D.C.

FIRST GENERAL COUNSEL'S REPORT

RAD Referral 94L-10 / MUR 3637
Date RAD Referral Activated$ 4/26/*4
Date Complaint Received by OGCt )1/192
Date of Notification to
Respondents: 10/7/92

Date MUR 3637 Activated: 4/26/#4
Staff Member: Mary Ann Bumgarner

Republican Party of Kentucky

Kentucky State Democratic
Central Executive Committee and
Clay Patrick, as treasurer

S: 2 U.S.C. 5 433
2 U.S.C. S 434
2 U.S.C. 5 441a
2 U.S.C. S 441b(a)

11 C.F.R. S 102.5
11 C.F.R. S 104.3(a)(1)
11 C.F.R. 5 104.10
11 C.F.R. S 106.5

CHECKED: Disclosure Reports; FEC In4 1*

CHECKED: None

I. 6I!'XlON OF MATTER

The Office of the General Counsel received a referrl from

the Reports Analysis Division ("RAD") on February 18, l"4.

Attachment 1. The attached referral is based on the flere by

the Kentucky State Democratic Central Executive Committee and

Clay Patrick, as treasurer, ("Respondents" or "Kentucky

Democrats') to comply with the allocation regulations f*t

the 1991-92 election cycle and their failure to reconcile a



cash discrepancy between the 1990 Year End and the 1991

mid-Year Rsports. The attached referral also discusses

Respondents' repeated failure, since 1988, to amend their

statement of organization to reflect the names of the current

treasurer of the Kentucky Democrats.

HUR 3637 was generated by a complaint (Attachment 2) filed

by the Republican Party of Kentucky ("Complainant") on

October 2, 1992, alleging that Respondents had "totally ignored

the new federal election financing and reporting requirements

that vent into effect on January 1, 1991." Specifically,

Complainant alleges that during the 1991-92 election cycle,

Respondents "raised almost exclusively NON-federal money, and

then simply have paid non-federal funds for everything, in

violation 11 C.F.R. if 102.5, 106.5 and 104.10(b)."

Complainant also alleges that Respondents incorrectly reported

the allocation ratio on their Schedule H1 form for

Administrative Expenses and completely failed to file their

Schedule HI form for Generic Voter Drives.
1 The Kentucky

1. For the purpose of reporting allocable expenses, several

new schedules were added to FEC Form 3X, Report of Receipts and

Disbursements. The new schedules include: (1) a Schedule Hl

to show the method of allocation for shared federal and

non-federal administrative expenses and generic voter drive

costs; (2) a Schedule H2 to show allocation ratios for

fundraising events, exempt activities, and direct candidate

support; (3) a Schedule H3 to show transfers from non-federal

accounts; and (4) a Schedule H4 to show disbursements for joint

federal and non-federal activity.
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"Werats responded to the complaint in this matter on

Affil 22. 1993.2 Attachment 3.

A. Law

The Federal Election Campaign Act of 1971, as amended,

(the "Act") requires each treasurer of a political committee to

file reports of receipts and disbursements with the Commission.

2 U.S.C. 5 434(a). Further, each report must disclose for the

reporting period and calendar year the total amount of receipts

and disbursements by certain identified categories. 2 U.S.C.

5 434(b)(2) and (b)(4). Pursuant to 2 U.S.C. 5 434(b)(1), each

report must also disclose the amount of cash-on-hand at the

beginning of the reporting period. See also, 11 C.F.R.

1 104.3(a)(1).

The Commission's regulations require that committees, such

as the Kentucky Democrats, that have established separate

federal and non-federal accounts must wake all disbursements,

contributions, expenditures and transfers in connection with

any federal election from their federal accounts. 11 C.F.R.

5 102.5(a)(1)(i). The Act prohibits corporations and labor

organizations from making contributions in connection with

2. The Kentucky Democrats are also respondents in open
NU 3182. The issues being addressed in NUR 3182 include,
among other things, whether expenditures made by the Kentucky
Democrats for 1990 TV ads and generic activities were properly
allocated between its federal and non-federal accounts.
Because the activity at issue in NUR 3182 is subject to the
pre-1991 allocation regulations and because we are recommending
an audit for the 1991-92 election cycle, we do not recommend
merging this matter with NUR 3182.
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federal elections, and prohibits political committees from

knowingly accepting such contributions. 3 2 U.S.C. S 441b(a).

Moreover, the Act provides that no person shall make

contributions to a state committee's federal account in any

calendar year which in the aggregate exceed $5,000. 2 U.S.C.

5 441a(f). Accordingly, contributions, disbursements or

transfers from non-federal accounts of registered committees

that include corporate and labor organization contributions or

excessive individual contributions are in violation of the Act.

2 U.S.C. SS 441b(a) and 441a.

In addition, state party committees that have established

separate federal and non-federal accounts must pay the entire

amount of an allocable expense from its federal account and

shall transfer funds from its non-federal account to its

federal account solely to cover the non-federal share of that

allocable expense. 11 C.F.R. S 106.5(g)(1)(i). Further, for

each transfer of funds from a committee's non-federal account

to its federal account, the committee must itemize in its

reports the allocable activities for which the transferred

funds are intended to pay, as required by 11 C.F.R.

S 104.10(b)(3). 11 C.F.R. S 106.5(g)(2)(ii)(A). Moreover,

such funds cannot be transferred more than 10 days before or

more than 30 days after the payment for which they are

3. During the 1991-92 election cycle, Kentucky law prohibited
corporate contributions, but permitted labor organization
contributions and individual contributions of $6,000 to the
state party executive committee and their subdivisions and
affiliates in any one year.



designated is made (040 day vindow*). 11 C.F.R.

I 106.5(g)(2)(ii)(s). If the requirements of 11 C.r.R.

I 106.5(g)(2)(ii)(A) and (a) are not met, any portion of a

transfer from a committee's non-federal account to its federal

account shall be presumed to be a loan or contribution to the

federal account, in violation of the Act. 11 C.F.R.

5 106.5(g)(2)(iii).

Further, state party committees with separate federal and

non-federal accounts must allocate their administrative

expenses between those accounts using the "ballot composition

method." 11 C.F.R. S 106.5(d). In states such as Kentucky

that hold federal and non-federal elections in different years,

state and local party committees must allocate generic voter

drive costs in a slightly different way. Those committees must

apply the ballot composition ratio to the calendar year in

which the election is held.4 11 C.F.R. 5 106.5(d)(2).

Administrative expenses are described at 11 C.F.R.

S 106.5(a)(2)(i) as "including rent, utilities, office

supplies, and salaries, except for such expenses directly

attributable to a clearly identified candidate." Generic voter

drives are described at 11 C.F.R. 5 106.5(a)(2)(iv) as

"including voter identification, voter registration, and

get-out-the-vote drives, or any other activities that urge the

4. Kentucky is one of the five states that hold non-federal
elections in odd-numbered calendar years. Administrative costs
are still allocated according to the ballot composition ratio
based on the two-year federal election cycle. 11 C.F.R.
5 106.5(d)(2).



.*eral public to register, vote, or support candidates of a

particular party or associated with a particular issue, without

mentioning & specific candidate.

Moreover, a political committee that pays allocable

expenses in accordance with 11 C.F.R. 5 106.5(g) must report

each transfer of funds from its non-federal account to its

federal account for the purpose of paying such expenses.

11 C.F.R. 5 104.10(b)(3). The committee must explain in a memo

entry the allocable expenses to which the transfer relates and

the date on which the transfer was made. Id. Further, a

political committee that pays allocable expenses in accordance

with 11 C.F.R. S 106.5(g) must also report each disbursement

from its federal account in payment for a joint federal and

non-federal expense or activity. 11 C.F.R. 5 104.10(b)(4).

The committee must report to the Commission the date, the

amount and purpose of each such disbursement, along with the

full name and address of each person to whom the disbursement

was made. Id.

In addition, the Act requires the signature of the

designated treasurer on each report. 2 U.S.C. 5 434(a). The

Act also requires each political committee to file a statement

of organization with the Commission within ten (10) days of

becoming a political committee. 2 U.S.C. 5 433(a). Included

on this statement of organization, among other things, is the

name and address of the current treasurer of the committee.

2 U.S.C. S 433(b)(4). If there is a change in the information

previously submitted on a statement of organization, political
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comittees are required to report to the Commission such a

change no later than 10 days after the date of the cbagse.

2 U.S.C. I 433(c).

B. Analysis

1. Failure to Coqly with Allocation ae-slatlmS

The complaint in this matter alleges that the Kentucky

Democrats funded all federal activity from its non-federal

account. Attachment 2. The focus of the complaint is on

Respondents' original 1991 Year End Report and not the amended

report. Specifically, Complainant questions a $153,180

transfer from Respondents' non-federal account to the federal

account reported on their 1991 Year End Report. Second,

Complainant alleges that Respondents failed to file a Schedule

Hi for Generic Voter Drives with their 1991 Year End Report.

Third, Complainant asserts that the Schedule HI form for

Administrative Expenses filed by Respondents with their 1991

Year 2nd Report was technically incorrect. According to

Complainant, the federal allocation share for the 1992 cycle

was 33.33%, but Respondents reported their share as 66.66% on

their Schedule HI. Complainant concedes, however, that

Respondents did, in fact, use the correct figure (33.331) when

they computed their disbursements for shared activity on their

Schedule H4.

In response to the complaint, the Kentucky Democrats

explain that these allegations stem from the original 1991 Year

End Report and that Complainant "may have not have had the

benefit of the amendment filed on May 20, 1992." Attachment 3.



Respondents 8lso assert that on September 3, 1992, an

additional amendment was filed to the 1991 Year gad Repott,

which provided additional details regarding the "transfer of

funds including the financial spread sheet." Id. According to

Respondents, RAD was 'satisfied with this amendment and

response.' Id. Respondents also attached to their amended

1991 Year End Report a Schedule H1 for generic voter drive

expenses and corrected the Schedule HI for administrative

expenses to reflect the proper allocation ratio for the federal

share. Their counsel states that "a typing error resulted in

the wrong number being identified as the percentage.' Id.

Respondents attempt to negate the allegations in the

complaint by reference to the amended 1991 Year End Report. By

doing so, however, Respondents ignore the most significant

allegation in the complaint, which is that the Kentucky

Democrats paid for shared expenses during the 1991-92 election

cycle with funds from its non-federal account. Moreover, the

RAD referral also focuses on the Kentucky Democrats' apparent

disregard for compliance with the allocation regulations during

the 1991-92 election. Specifically, it appears that

Respondents not only paid for shared expenses with funds from

its non-federal account, as Complainant alleges, they also

filed reports disclosing financial activity which did ,ot

occur. By their own admission, Respondents reported fictitious

transfers from their non-federal account to their federal

account. See, e , Attachment 1 at 24. The reports at issue

in the referral are the 1991 Mid-Year and Year End Reports and



the 1992 April, July and October Quarterly Reports and their

amendments.

Based on a review of Nespadets" disclosure reports,

subsequent amendments and commnications between BAD and

the Committee's accountant and treasurer, the amended reports

filed by Respondents during the 1991-92 election cycle are not

an accurate depiction of the activity that actually took place

during that time period. Instead, Respondents apparently

amended the reports in order to show how allocation should have

occurred.

According to the accountant for the Kentucky Democrats,

while Respondents had enough funds to cover federal expenses,

the reported figures were not an "accurate representation of

their financial activity" and that he was Otrying to get the

Kentucky Democrats to correct its procedures for the payment of

allocable expenditures." Attachment 1 at 95. The accountant

further states that the Kentucky Democrats had seven bank

accounts, five federal and two non-federal, from which it would

pay expenses. Attachment I at 71. According to the

accountant, the Kentucky Democrats would *use up one and go on

to the next one.' Id. In general, the accountant states that

the mKy Democrats don't keep books worth a damn." Attachment 1

at 73. The treasurer for the Kentucky Democrats also

acknowledged the improper allocation and the misrepresentation

of the Committee's financial activity, and informed RAD that

"it was silly to talk about whether the activity was incorrect

or correct because it was all a game.' Attachment 1 at 71.



Based on the evidence, it appears that Respondents used

prohibited nru-federal funds to pay for shared expensesl

reported *fictitious transfers* between the non-federol account

and federal account; failed to properly report each

disbursement from its federal account in payment for shared

activity; failed to make the appropriate transfers within the

required 40 day window; and failed to properly allocate the

payments for administrative expenses. The specific disclosure

reports at issue in this matter and the apparent violations by

Respondents are set out in the following discussion.

a. 1991 Rid-Year Report

On July 31, 1991, Respondents filed their 1991 Mid-Year

Report disclosing no administrative expenses and only $2,406.81

in federal disbursements. Based on the lack of administrative

expenditures, RAD sent a Request for Additional Information

('RFAIO) to Respondents informing them that they should repay

the non-federal account if any administrative expenses were

paid with non-federal funds. Attachment 1 at 41-42.

In response to the RFAI, the Kentucky Democrats' treasurer

informed RAD that Respondents' "non-federal account had paid

everything first and then the Committee had ran the expenses

through the federal account and back out again." Attachment 1

at 44. According to the treasurer, "while he was not saying

what the Committee did was correct, he did want to note that

Kentuckians care about state candidates and not the federal

process." Id. The treasurer also asserted that "no corporate



or union money was involved and that all money was permissible

under the FECA." Id.

On May 13, 1992, Respondents filed an amended 1991

Mid-Year Report which disclosed a much greater amount of

financial activity than had been previously disclosed.

Attachment 1 at 59-61. The amended report disclosed

$178,696.98 in joint expenditures ($59,565.66 federal share and

$119,131.32 non-federal share) and a $99,905.74 transfer from

the non-federal account to the federal account. Because of the

vast cash discrepancies between the original and amended

reports, RAD sent another RFAI to Respondents requesting that

they file reports to reflect the true financial activity of the

period, provide an explanation as to the adequacy of federal

funds to cover the joint expenditures and clarify the procedure

used by the Kentucky Democrats to pay administrative expenses.

Attachment 1 at 81-82.

On August 24, 1992, Respondents filed a second amendment

to the 1991 Mid-Year Report. Attached to this amendment was

a letter from the Kentucky Democrats' accountant addressing the

discrepancies between the original and amended Mid-Year

Reports. Attachment 1 at 22-24. According to the accountant,

"the $99,905 transfer was purely fictitious. It represents the

amount that would have had to have transferred from the

non-federal account in order to pay total expenses of

$184,276." Attachment 1 at 24. The accountant further states

that he was unable to 'clarify the Comittee's accounting

procedures, because they don't have any" and that Respondents



*paid tbeir bills out of Tilebever account bad money in it."

14. Last, the accoustast states that in order to proer. the

report, be bad to "start from scratch and perform a

quasi-audit, and use my best Jud"mWt." Id.

b. 191 Tear Md elport

On February 3, 1992. the Kentucky Democrats filed its 1991

Year End Report disclosing $153,180 in joint expenditures

($51,060 federal share and $102,120 non-federal share) and a

$153,181 transfer from the non-federal account to the federal

account. Respondents provided a copy of a $153,181 check dated

January 23, 1992, drawn on the non-federal account and payable

to the federal account. Attachment 1 at 49. Respondents also

provided copies of three additional checks totaling $153,181.

Id. These checks were also dated January 23, 1992, were drawn

on the federal account and made payable to the non-federal

account. In a letter from the treasurer attached to the 1991

Year Rnd Report, be states that "Although the vindov was closed

we have given complete accounting to the Commission of all

expenses required to be reported under the current

requirements, and proper cash transfers have been made.'

Attachment 1 at 45.

Because the transfer from the non-federal account to the

federal account covered 1001 of the Kentucky Democrats' shared

expenses, RAD sent an SRAX advising Respondents of the new

allocation regulations. Attachment 1 at 52. The IFAI also

recomended that the Kentucky Democrats" federal account

immediately repay its allocable share of administrative
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exp*nses by transferring out the appropriate amount to its

non-federal account. id. If Respondents were unable to to so,

R&D stated that they must report the allocable federal share as

an outstanding debt on its Schedule D. Id.

On May 26, 1992, the Kentucky Democrats filed an amended

1991 Year End Report disclosing a much greater amount of

financial activity than was reported on the original report.

Attachment 1 at 62-64. The amended report disclosed

$225,119.43 in joint expenditures ($75,039.81 federal share and

$150,079.62 non-federal share) and a $206,138.98 transfer from

the non-federal account to the federal account.

Based on the discrepancy between the non-federal share of

administrative expenses, $150,079.62, and the corresponding

CO transfer-in from the non-federal account of $206,138.98, RAD

sent another RFAI to the Kentucky Democrats requesting further

explanation. Attachment 1 at 84. The RFAI also requested

additional information to clarify the vast discrepancies

between the original and amended Year End Reports.

On August 24, 1992, the treasurer for the Kentucky

Democrats responded to the RFAI by stating:

The Committee did not make the
txansfers between the federal and non
federal accounts on a timely basis and
accordingly the division of federal and
non federal shared expenses was not
accounted for in a proper manner during
this period. The transfers were recorded
in our reports as they should have
occurred with federal expenses and
federal receipts. We will report the
federal expenses in any manner you desire
but we can't change the fact that the

! i I
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trg ftrs vWre not Ads etiPmWI th
accounts. we have reconstructed the
accounts to the exact bhlanaces Whih
va~1have existed bod ts tresasets been-mde.

Attachment I at 93. The treasurer concludes by stating that

the Kentucky Democrats have conducted 'no transactions which

violate the intent of the FEC filing requirements and we invite

continued scrutiny and indeed the complete audit of the FEC.'

id.

In a response dated September 8, 1992v the accountant for

the Kentucky Democrats also attempted to explain the

discrepancies between the 1991 Year End and amended Year End

Reports. In his response, the accountant asserts that although

Respondents did not follow "proper administrative procedures

and make actual bank account transfers,' he does not think that

"the intent of the law was violated.' Attachment 1 at 97.

Despite the foregoing, the accountant goes on to say that the

'checks which were attached to the original Year End Report

represented sham transactions" and 'did not reflect any

economic reality." Attachment 1 at 97.

c. 1992 April Quarterly Report

On April 20, 1992, the Kentucky Democrats filed its 1992

April Quarterly Report disclosing $84,460 in Joint expenditures

($28,153 federal share and $56,307 non-federal share) and a

$84,460 transfer from the non-federal account to the federal

account. Because the transfer on the 1992 April Quarterly

covered 100% of the Kentucky Democrats' shared expenses, RAD



sent an RFAX one again advising Respondents of the now

allocation regulations. Attachment 1 at 65-66.

on June 22, 1992, the Keontucky Democrats filed an ame00ed

1992 April Quarterly Report, which again disclosed a much

greater amount of financial activity than was reported on the

original report. Attachment 1 at 68-70. The amended report

disclosed $101,949.37 in joint expenditures ($33,983.12 federal

share and $67,966.25 non-federal share) and a $67,190.49

transfer from the non-federal account to the federal account.

In response to an RPAI questioning the vast cash

discrepancies between the original and amended reports

(Attachment 1 at 85). on September 8, 1992, the accountant for

C-) the Kentucky Democrats filed a second amendment to the 1992

00 April Quarterly Report on September 8, 1992. Attachment 1 at

96. According to the accountant, the discrepancies existed

between the original and amended reports "primarily because the

original report was not right. It did not include all the

accounts or activity." Id. Further, the accountant states

that there *were never any actual transfers between bank

accounts and the transfer of 0$67,190 is merely a forced number

which makes the ending cash in the Federal bank accounts

correct." Id.

d. 1992 July and October Quarterly Rorts

On July 15, 1992, the accountant for the Kentucky

Democrats filed only the Summary and the Detailed Summary Pages

of the 1992 July Quarterly Report "in the interest of getting

the report filed in a timely fashion." Attachment 1 at 72. in
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* telephone convOrsation with MD concerning this report, the

accountant stated that the "federal account does not have

enough money to cover its expmnses now and that the ft.rol

account will have to declare a debt on Schedule D.0 id.

On July 23, 1992, the Kentucky Democrats filed a complete

1992 July Quarterly Report, which disclosed $174,882.66 in

joint expenditures ($58,294.22 federal share and $116,588.44

non-federal share) and a $151,052.42 transfer fron the

non-federal account to the federal account. Attachment 1 at

76-79. In addition, this report disclosed a $33,854.22 debt

r owed to the non-federal account. An RFAI was sent to the

Kentucky Democrats recommending that the federal account

immediately repay its non-federal account and rectify any

non-compliance with the allocation regulations. Attachment 1

at 102.

On November 23, 1992, the Kentucky Democrats filed an

amended 1992 July Quarterly Report which stated that the debt

to the non-federal account had been repaid in full and was

disclosed on the 1992 October Quarterly Report *in order to

compensate for any possible transfer miscalculation."

Attachment 1 at 108.

The Kentucky Democrats filed its 1992 October Quarterly

Report on October 15, 1992, disclosing full payment of the debt

owed to the non-federal account, but omitted this debt activity

from its Schedule D. Attachment 1 at 104-106. In response to

an RFAI questioning Respondents' failure to disclose this debt

(Attachment 1 at 109), the Kentucky Democrats filed a corrected

* w~*~



Behedule D on Say 12, 1993, disclosing the payment of the debt

owed to the non-federal account. Attachment 1 at 112.

0. CMSIe

Based on the foregoing discussion, it is clear that

Respondents failed to pay the entire amount of allocable

expenses from their federal account and, instead, used

non-federal funds to pay for shared expenses during the 1991-92

election cycle. 11 C.F.R. 5 106.5(g)(1)(i). The amount at

issue however remains unclear. Respondents concede that the

reported figures were not an "accurate representation of their

financial activity." Attachment 1 at 95. Respondents further

concede that they reported "fictitious transfers" between the

non-federal and federal accounts and that any transfers that

cc, did take place, did not occur within the required 40 day

window. 5 Accordingly, it is impossible to estimate the amount

of non-federal funds at issue by simply reviewing Respondents'

1991-92 disclosure reports.

Respondents eventually declared a debt of $33,854.22 as

owed to the non-federal account. However, this debt was not
c1

reported by Respondents until their 1992 July Quarterly Report,

nor does this debt represent the full amount of money owed to

5. It is unclear whether Respondents did in fact make any
actual transfers between the non-federal account and federal
accounts. If any transfers did take place, it is highly
unlikely that they occurred within the 40 day window. They
were reported months later and the reported dates of transfers
fell well beyond the 40 day period.



the non-federal account.6 As reported by Respondents on each
of the reports at issue# the Kentucky Democrats consistttnt 1
had insufficient funds to pay the entire amount of allocable
expenses from its federal account, as required by 11 C.F.a.
j 106.5(g)(1)(i). According to the accountant for the Kentucky
Democrats, Respondents "paid their bills out of whichever
account had money in it." Attachment 1 at 24. Thus, it
appears that the debt owed to the non-federal account may be
greater than the $33,854.22 figure previously reported.

Although the amount in violation is uncertain, it does
appear that Respondents violated 11 C.F.R. 5 106.5(g)(1)(i) by
failing to pay the entire amount of allocable expenses from
their federal account. Further, it appears that Respondents
violated 2 U.S.C. 5 434(b) and 11 C.F.R. S 104.10(b)(3) and (4)
by reporting fictitious transfers between the non-federal and
federal accounts and by failing to properly report each
disbursement from its federal account in payment for shared
activity. It also appears that Respondents violated
11 C.F.R. 5 106.5(g)(2)(ii)(8) by failing to make the
appropriate transfers within the required 40 day window.
Further, it appears that Respondents failed to properly
allocate the payments for administrative expenses, in violation

of 11 C.F.R. 5 106.5(d)(1).

In addition to paying for allocable expenses from its
non-federal account in violation of 11 C.F.R. 5 102.5(a)(i), it

6. This debt was reported as paid on Respondents, 1992October Quarterly Report.



ASpears that the Kentucky Democrats# non-federal account may

have contained prohibited funds under the Act. In their

correspondence during the 1991-92 election cycle, Respondents

consistently assert that "no corporate or union moneywas

involved and that all money was permissible under the rECA."

Attachment 1 at 44. However, during that time, Kentucky law

permitted unlimited labor organization contributions and

individual contributions of $6,000 to the state party executive

committee and their subdivisions and affiliates in any one

year. Therefore, it appears that Respondents may have violated

2 U.S.C. 55 441b and 441a(f) and 11 C.F.R. S 102.5(a)(1)(i) by

paying for allocable expenses from its non-federal account

which also may have contained impermissible funds.

In order to sort out these apparent violations and the

extent of these violations, this Office recommends that the

Commission authorize the Audit Division to perform an analysis

of the financial activity of the Kentucky State Democratic

Central Executive Committee during the 1991-92 
election cycle.

The activity reported by Respondents during that cycle

represents only how they determined the allocation should have

occurred, but do not reflect the activity that actually took

place. Further, to date, Respondents have failed to rectify

fully their previous non-compliance with the allocation

7. The Commission previously voted not to audit the Kentucky
Democrats when it was referred by RAD on July 30, 1993.
According to RAD, that Audit referral did not provide a

complete picture of the extent of the Kentucky Democrats'
non-compliance with the Act and the Commission's regulations.
Similar issues are presented in this matter.



regulations. Tthus, the full amount of impermissible aetivity

cannot be assessed. In order to determine the actual finwicial

activity that took place during the 1991-92 election cycle and

the amount in violation, an audit of the Kentucky Democrats

appears necessary.

Because the RAD referral and the complaint both address

the same issue of allocation, this Office recommends that the

Commission merge RAD referral 94L-10 into NUR 3637, and

hereinafter refer to this matter as MUR 3637.

Based on foregoing, this Office also recommends that the

Commission find reason to believe the Kentucky State Democratic

Central Executive Committee and Clay Patrick, as treasurer,

violated 2 U.S.C. SS 434(b), 441a(f) and 441b(a) and 11 C.F.R.

co SS 102.5(a)(1)(i), 104.10(b)(3), 104.10(b)(4), 106.5(d)(1),

106.5(g)(1)(i) and 106.5(g)(2)(ii)(B).
8

* 2. Failure to Reconcile Cash Discrepancy

According to the attached referral, Respondents failed to

reconcile a cash discrepancy between the 1990 Year End and the

1991 Kid-Year Reports. Attachment 1 at 1-2. Specifically, on

their 1991 Kid-Year Report filed on July 31, 1991, Respondents

disclosed a cash-on-hand balance of $1,478.92. This figure

matched the closing cash-on-hand figure disclosed on

Respondents' 1990 Year End Report. On May 13, 1992,

5. The evidence in this matter may give rise to findings by

the Commission that the violations by Respondents were knowing

and willful. If the Commission approves an audit in this

matter, this Office would review the information obtained by

the Audit Division before making any knowing and willful

recommendations to the Commission.



sespondents filed an amended 1991 Rid-Year Report which

disclosed a cash-on-hand balance of $28,297.44 and included

approximately $330,000 in additional receipts and

disbursements. The treasurer of the Kentucky Democrats

attached a letter to the amended report explaining that the

additional receipts and increased cash-on-hand total were

caused by the inclusion of funds from a state tax "check-off"

account, which was reported by Respondents pursuant to Advisory

Opinion 1991-14.9

While Respondents provided an explanation for the

modifications to the amended 1991 Mid-Year Report, they did not

provide any documentation to reconcile the difference in

cash-on-hand figures between the 1990 Year End and the amended

1991 Mid-Year Reports. Accordingly, RAD sent a RFAI to

Respondents asking for supporting documents to reconcile the

cash discrepancy. When Respondents failed to respond, RAD

mailed a second notice.

Eventually, RAD received letters from both the accountant

and assistant treasurer for the Kentucky Democrats stating that

the cash discrepancy existed because Respondents did not

include all of the bank accounts containing federal funds in

the 1990 Year End and 1991 Kid-Year Reports.
1 0 Neither the

9. According to Advisory Opinion 1991-14, the receipts from

check-offs should be reported as miscellaneous receipts on

disclosure reports filed with the Commission.

10. Pat Goins signed the letter as the assistant treasurer of

the Kentucky Democrats. As discussed at section 3 of this

report, the Commission was never formally notified that

Ms. Goins held that position.



accountant nor the assistant treasurer, however, provided any

supporting documents to reconcile the cash discrepancy. In

addition, to date, Respondents have not filed any comprehensive

amendments to clarify this cash discrepancy.

Based on the foregoing, this Office recommends that the

Commission find there is reason to believe that the Kentucky

State Democratic Central Zxecutive Committee and Clay Patrick,

as treasurer, violated 2 U.S.C. 5 434(b) by failing to provide

accurate information on their reports filed with the

Commission.

3. Failure to Amend Statement of Organisation

On March 15, 1988, the Kentucky Democrats amended its

statement of organization to reflect Richard Rankin as the

current treasurer. Mr. Rankin signed the disclosure reports

for the Kentucky Democrats until January 30, 1989. Between

1989 and 1990, the Kentucky Democrats' disclosure reports were

signed by Pat Goins. Based on a review of the statements of

organization filed by the Kentucky Democrats since 1972, it

does not appear that Ms. Goins was ever named as treasurer or

assistant treasurer. On July 26, 1991, William Johnson signed

the Kentucky Democrats' 1991 Mid-Year Report. Mr. Johnson

signed the reports for the Kentucky Democrats through June 30,

1992. Despite the fact that the Commission was never formally

notified that Mr. Johnson was treasurer of the Kentucky

Democrats, on October 19, 1992, Respondents amended their

statement of organization inforning the Commission that William

Johnson had resigned as treasurer. No new treasurer was



identified by Resposdents, and Pat Goins once again began

Signing the reports for the Kentucky Democrats. It vas not

until February 21, 1994t that the Kentucky Democrats filed an

amended statement of organization naming the new treasurer,

Clay Patrick.11  Mr. Patrick had signed the 1993 Year End

Report prior to the Commission's notification that he was the

now treasurer of the Kentucky Democrats.

Pursuant to 2 U.S.C. 5 433(c), the Kentucky Democrats were

required to report to the Commission any and all changes in

treasurer within 10 days of the change. Based on the

foregoing, it is clear that Respondents have failed to do so.

In addition, 2 U.S.C. S 434(a)(1) requires the signature of the

designated treasurer on all reports. During the time that

Ms. Goins and Mr. Johnson were signing the reports for the

Kentucky Democrats, neither was the designated treasurer.

Further, Kr. Patrick was not the designated treasurer at the

time he signed the Kentucky Democrats' 1993 Year End Report.

Accordingly, this Office recommends that the Commission

find reason to believe that the Kentucky State Democratic

Central Executive Committee and Clay Patrick, as treasurer,

violated 2 U.S.C. SS 433(c) and 434(a)(1).

11. Also on February 21, 1994, the Kentucky Democrats amended
its statement of organization to name Pat Goins as the
custodian of records. Her title or position was Executive
Assistant to the Chairman.



1. Merge R&D referral 94L-10 into JR 3637, and
hereinafter refer to this matter as RUR 3637.

2. Find reason to believe that the Kentucky StateDemocratic Central Executive Committee and ClayPatrick, as treasurer, violated 2 U.S.C. SS 433(c),434(a)(l), 434(b), 441a(f), 441b(a) and 11 C.r.a.55 102.5(a)(1)(i), 104.10(b)(3), 104.10(b)(4),
106.5(d)(l), 106.5(g)(1)(i) and 106.5(g)(2)(ii)(8).

3. Authorize the Audit Division to perform an audit,pursuant to 2 U.S.C. 5 437g(a), of the Kentucky StateDemocratic Central Executive Committee during the1991-92 election cycle.

4. Approve the attached factual and legal analysis and
appropriate letter.

Date Lavye-ce f. No le
CGeneral Counsel

Attachments
1. RAD Referral
2. Complaint
3. Response dated April 22, 1993
4. Factual and legal analysis

C)"
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TO:

FROM:

DATE:

SUSJECT:

LANRNClE M. NOltLI
GENERAL COUNSEL

"L
AJRJORIZ W. IMMS/3. SBAROU BGUE

COMMI ,IOS CarLTaiT

SEPTEMBER 22r1994

RAD REFERRAL #94-L-iO/nUR 3637 - FIRT GI'L C8OUNI3s
REPORT DD S83T. 16,1994

The above-captioned document vas circulated to the

Commission on NODAY. SEPTEMSB 19. 1994 4;00

Objection(s) have been received from the

Commissionet(s) as indicated by the name(s) checked below:

Commissioner Aikens

Commissioner Elliott

Commissioner McDonald

Commissioner McGarry sxx,

Commissioner Potter

Commissioner Thomas

This matter will be placed on the meeting agenda

for TU ESDAYr SEPTEMBR 27B, 1994

Please notify us vho will represent your Division before

the Commission on this matter.



SE?03 M FEDEoAL RUCYOW COM IIssZON

In the natter of )
) am Referral 94L-10

Rastucky State Democratic Central ) AND RUa 3637
Executive Committee and Clay )
Patrick, as treasurer )

CERTI FI CATION

I, MarJorie W. Emmons, recording secretary for the

Federal Election Commission executive session on

September 27, 1994, do hereby certify that the Comission

decided by a vote of 6-0 to take the following actions

with respect to RAD Referral #94L-10 and RUR 3637:

1. Merge RAD Referral 94L-10 into HUR 3637,
and hereinafter refer to this matter as
RUE 3637.

2. Find reason to believe that the Kentucky
State Democratic Central Executive
Comittee and Clay Patrick, as treasurer,
violated 2 U.S.C. 11 433(c) 434(a)(1),
434(b), 441a(f), 441b(a) and 11 C.F.R.
55 102.5(a)(1)(i), 104.10(b)(3), 104.10
(b)4), 106.5(d)(1), 106.5(g)(l)(i) and
106.S(g)(2)(ii)(8).

3. Authorize the Audit Division to perforn
an audit, pursuant to 2 U.S.C. S 4379(a),
of the Kentucky State Democratic Central
Executive Committee during the 1991-1992
election cycle.

(continued)
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4. Approwe the factual and legal analysis
and appropriate letter.

Commissioners Aikens, Elliott, McDonald, NeGarry,

Potter, and Tbowas voted affirmatively for the decision.

Attest:

retary of the CAMIssios

q-af-.-?J_
Date



FEDERAL ELECTION COMMISSION
WASHtTNGIO. D.C. W3)

0otbe r 1994

Clay patrick, Treasurer
Kentucky State Democratic Central
Executive Committee

P.O. Box 694
Frankfort, KY 40602

RE: muR 3637

Dear Kr. Patrick:

On October 7, 1992, the Federal Election Commission notified

the Kentucky State Democratic Central Executive Committee and its

treasurer of a complaint alleging violations of certain sections
of the Federal Election Campaign Act of 1971t as amended ("the

Act*). A copy of the complaint was forwarded to the treasurer at

that time.

Upon further review of the allegations contained in the

complaint, information supplied by you, and information

ascertained by this Office in the normal course of carrying out

its supervisory responsibilities, on September 27, 1994, the

Commission found reason to believe the Kentucky State Democratic

Central Executive Committee and you, as treasurer, violated

2 U.S.C. SS 433(c), 434(a)(l), 434(b), 441a(f), 441b(a) and

11 C.r.a. SS 102.S(a)(1)(i). 104.10(b)(3), 104.10(b)(4),
106.5(d)(l), 106.5(g)(1)(i) and 106.5(g)(2)(1i)(B). In addition,
the Commission authorised the Audit Division to perform an audit,

pursuant to 2 U.S.C. S 437g(a), of the Kentucky State Democratic

Central Executive Committee during the 1991-1992 election cycle.

The Factual and Legal Analysis, which formed a basis for the

Commission's findings, is attached for your information. The
Audit Division will be contacting you to schedule the audit.

You may submit any factual or legal materials that you

believe are relevant to the Commission's consideration of this

matter. Please submit such materials to the General Counsel's

Office within 15 days of your receipt of this letter. Where

appropriate, statements should be submitted under oath. In the

absence of additional information, the Commission ay find

probable cause to believe that a violation has occurred and
proceed with conciliation.

Requests for extensions of time will not be routinely

granted. Requests must be made in writing at least five days

prior to the due date of the response and specific good cause

must be demonstrated. In addition, the Office of the General

Counsel ordinarily will not give extensions beyond 20 days.



Mr. Patrick
Page 2

if you intend to be represented by counsel in this matter,

please advise the Commission by completing the enclosed form

stating the name, address, and telephone number of such counsel,

and authorizing such counsel to receive any notifications and

other communications from the Commission.

This matter will remain confidential in accordance with

2 U.S.C. 55 437g(a)(4)(B) and 437g(a)(12)(A), unless you notify

the Commission in writing that you wish the investigation to be

made public. For your information, we have enclosed a brief

description of the Commission's procedures for handling possible

violations of the Act. If you have any questions, please contact

Mary Ann Bumgarner, the attorney assigned to this matter, at
(202) 219-3400.

For the Commission,

T evor Potter
Chairman

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form



FEDERAL ELECTION COgM!IOSZO

rAcMi A LU0AL L&TYSIS

RESPONDENTSt Kentucky State Democratic RUM 3637
Central Executive Comittee
and Clay Patrick, as treasurer

I. GENERATION Or HATTER

This matter was generated by a complaint filed with the

Federal Election Commission (the *Commission') against the

Kentucky State Democratic Central Executive Committee and Clay

Patrick, as treasurer, (*Respondents*) and information ascertained

by the Commission in the normal course of carrying out its

supervisory responsibilities. See 2 U.S.C. 5 437g(a)(2).

In the complaint, the Republican Party of Kentucky

("Complainant') alleges that during the 1992 election cycle

Respondents "totally ignored the new federal election financing

and reporting requirements that went into effect on January 1,

1991.0 Specifically, Complainant alleges that during the 1991-92

election cycle, Respondents *raised almost exclusively HiO-federal

money, and then simply have paid non-federal funds for everything,

in violation 11 C.F.R. 55 102.5, 106.5 and 104.10(b)."

Complainant also alleges that Respondents incorrectly reported the

allocation ratio on their Schedule Hi form for Administrative

Expenses and completely failed to file their Schedule al form for

Generic Voter Drives.I

1. For the purpose of reporting allocable expenses, several
new schedules were added to FEC Form 3X, Report of Receipts and
Disbursements. The new schedules include: (1) a Schedule Ml
to show the method of allocation for shared federal and
non-federal administrative expenses and generic voter drive
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The Federal glection Campaign Act of 1971, a amsended, (the

*Act") requires each treasurer of a political committee to file

reports of receipts and disbursements with the Commission.

2 u.S.C. S 434(a). Further, each report must disclose for the

reporting period and calendar year the total amount of receipts

and disbursements by certain identified categories. 2 U.S.C.

S 434(b)(2) and (b)(4). Pursuant to 2 U.S.C. I 434(b)(1), each

report must also disclose the amount of cash-on-hand at the

beginning of the reporting period. See also, 11 C.F.R.

S 104.3(a)(1).

The Commission's regulations require that committees, such

as the Kentucky Democrats, that have established separate federal

and non-federal accounts must make all disbursements,

contributions, expenditures and transfers in connection with any

federal election from their federal accounts. 11 C.F.R.

S 102.5(a)(1)(i). The Act prohibits corporations and labor

organizations from making contributions in connection with federal

elections, and prohibits political committees from knowingly

accepting such contributions.
2  2 U.S.C. 5 441b(a). Moreover, the

(Footnote 1 continued from previous page)
costs; (2) a Schedule H2 to show allocation ratios for

fundraising events, exempt activities, and direct candidate

support; (3) a Schedule H3 to show transfers from non-federal

accounts; and (4) a Schedule H4 to show disbursements for joint

federal and non-federal activity.

2. During the 1991-92 election cycle, Kentucky law prohibited

corporate contributions, but permitted labor organization

contributions and individual contributions of $6,000 to the



*t provides that so person shall make contributions to a state

.omiittee's federal account in any calendar year vhich in the

aggregate eaceod $5#000. 2 U.S.C. I 441a(f). Accordingly,

contributions* disbursements or transfers from non-federal

accounts of registered committees that include corporate and labor

organization contributions or excessive individual contributions

are in violation of the Act. 2 U.S.C. 5S 441b(a) and 441a.

In addition, state party committees that have established

separate federal and non-federal accounts must pay the entire

amount of an allocable expense from its federal account and shall

transfer funds from its non-federal account to its federal account

solely to cover the non-federal share of that allocable expense.

11 C.F.R. S 106.5(g)(1)(i). Further, for each transfer of funds

from a committee's non-federal account to its federal account, the

committee must itemize in its reports the allocable activities for

which the transferred funds are intended to pay, as required by

11 C.F.R. S 104.10(b)(3). 11 C.F.R. S 106.5(g)(2)(ii)(A).

Moreover, such funds cannot be transferred more than 10 days

before or more than 30 days after the payment for which they are

designated is made (040 day window). 11 C.P.R.

S 106.5(g)(2)(ii)(B). If the requirements of 11 C.F.R.

S 106.5(g)(2)(ii)(A) and (8) are not met, any portion of a

transfer from a committee's non-federal account to its federal

account shall be presumed to be a loan or contribution to the

(Footnote 2 continued from previous page)
state party executive committee and their subdivisions and
affiliates in any one year.



federal account, in violation of the Act. 11 C.F.R.

S 106.5(g)(2)(iii).

Further, state party comittees with separate federal and

non-federal accounts must allocate their administrative expAnses

between those accounts using the *ballot composition method."

11 C.F.R. § 106.S(d). In states such as Kentucky that hold

federal and non-federal elections in different years, state and

local party committees must allocate generic voter drive costs in

a slightly different way. Those committees must apply the ballot

composition ratio to the calendar year in which the election is

held.3  11 C.F.R. 5 106.5(d)(2). Administrative expenses are

described at 11 C.F.R. S 106.5(a)(2)(i) as "including rent,

utilities, office supplies, and salaries, except for such expenses

directly attributable to a clearly identified candidate." Generic

voter drives are described at 11 C.F.R. 5 106.5(a)(2)(iv) as

'including voter identification, voter registration, and

get-out-the-vote drives, or any other activities that urge the

,7)
general public to register, vote, or support candidates of a

particular party or associated with a particular issue, without

mentioning a specific candidate."

Moreover, a political committee that pays allocable expenses

in accordance with 11 C.F.R. 5 106.5(g) must report each transfer

of funds from its non-federal account to its federal account for

3. Kentucky is one of the five states that hold non-federal
elections in odd-numbered calendar years. Administrative costs
are still allocated according to the ballot composition ratio
based on the two-year federal election cycle. 11 C.F.R.

1 106.5(d)(2).



the purpose of paying such expenses. 11 C.F.3. I 104.10(b)(3).

The committee must explain in a memo entry the allocable expenses

to which the transfer relates and the date on which the transfer

was made. Id. Further, a political committee that pays allocable

expenses in accordance with 11 C.F.R. S 106.5(g) must also report

each disbursement from its federal account in payment for 
a joint

federal and non-federal expense or activity. 11 C.F.R.

5 104.10(b)(4). The committee must report to the Commission the

date, the amount and purpose of each such disbursement, along with

the full name and address of each person to whom the disbursement

was made. Id.

In addition, the Act requires the signature of the

designated treasurer on each report. 2 U.S.C. S 434(a). The Act

also requires each political committee to file a statement of

organization with the Commission within ten (10) days of becoming

a political committee. 2 U.S.C. S 433(a). Included on this

statement of organization, among other things, is the name 
and

address of the current treasurer of the committee. 2 U.S.C.

S 433(b)(4). If there is a change in the information previously

submitted on a statement of organization, political committees are

required to report to the Commission such a change no later than

10 days after the date of the change. 2 U.S.C. 5 433(c).

B. Analysis

1. Failure to Comply with Allocation Regulations

The complaint in this matter alleges that the Kentucky

Democrats funded all federal activity from its non-federal

account. The focus of the complaint is on Respondents' original
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1911 year a Report and not the amended report. Specifleally,

Complainant questions a $153,160 transfer from Respondents'

son-federal account to the federal account reported on their 1991

Year End Report. Second, Complainant alleges that Respoodents

failed to file a Schedule Hl for Generic Voter Drives with their

1991 Year End Report. Third, Complainant asserts that the

Schedule Hi form for Administrative Expenses filed by Respondents

with their 1991 Year End Report was technically incorrect.

According to Complainant, the federal allocation share for the

1992 cycle was 33.33%, but Respondents reported their share as

66.66% on their Schedule El. Complainant concedes, however, that

Respondents did, in fact, use the correct figure (33.33%) when

they computed their disbursements for shared activity on their

Schedule 84.

In response to the complaint, the Kentucky Democrats explain

that these allegations stem from the original 1991 Year End Report

and that Complainant "may have not have had the benefit of the

amendment filed on May 20, 1992." Respondents also assert that on

September 3, 1992, an additional amendment was filed to the 1991

Year End Report, which provided additional details regarding the

"transfer of funds including the financial spread sheet."

According to Respondents. the Reports Analysis Division ("RAD")

was "satisfied with this amendment and response." Respondents

also attached to their amended 1991 Year End Report a Schedule HI

for generic voter drive expenses and corrected the Schedule Hl for

administrative expenses to reflect the proper allocation ratio for

: i _



the federal share. Their counsel states that "a typing error

resulted in the wrong number being identified as the percentage.*

Respondents attempt to negate the allegations in the

complaint by reference to the amended 1991 Year 2nd Report. my

doing so, however, Respondents ignore the most significant

allegation in the complaint. vhich is that the Kentucky Democrats

paid for shared expenses during the 1991-92 election cycle with

funds from its non-federal account. Moreover, the information

ascertained by the Commission in the normal course of carrying out

its supervisory responsibilities also focuses on the Kentucky

Iq Democrats* apparent disregard for compliance with the allocation

regulations during the 1991-92 election. Specifically, it appears

that Respondents not only paid for shared expenses with funds from

its non-federal account, as Complainant alleges, they also filed

reports disclosing financial activity which did not occur. By

their own admission, Respondents reported fictitious transfers

from their non-federal account to their federal account. The

reports at issue in this matter are the 1991 Kid-Year and Year and

ON Reports and the 1992 April. July and October Quarterly Reports and

their amendments.

Based on a review of Respondents' disclosure reports,

subsequent amendments and communications between RAD and the

Committee's accountant and treasurer, the amended reports filed by

Respondents during the 1991-92 election cycle are not an accurate

depiction of the activity that actually took place during that

time period. instead, Respondents apparently amended the reports

in order to show how allocation should have occurred.



According to the accountant for the Kentucky Democrats,

while Respondents had enough funds to cover federal expenses, the

reported figures vere not an "accurate representation of their

financial activity* and that he was "trying to get the Kentucky

Democrats to correct its procedures for the payment of allocable

expenditures." The accountant further states that the Kentucky

Democrats had seven bank accounts, five federal and two

non-federal, from which it would pay expenses. According to the

accountant, the Kentucky Democrats would "use up one and go on to

the next one." In general, the accountant states that the "Ky

Democrats don't keep books worth a damn." The treasurer for the

Kentucky Democrats also acknowledged the improper allocation and

the misrepresentation of the Committee's financial activity, and

informed RAD that "it was silly to talk about whether the activity

was incorrect or correct because it was all a game."

Based on the evidence, it appears that Respondents used

prohibited non-federal funds to pay for shared expenses; reported

"fictitious transfers" between the non-federal account and federal

account; failed to properly report each disbursement from its

federal account in payment for shared activity; failed to sake the

appropriate transfers within the required 40 day window; and

failed to properly allocate the payments for administrative

expenses. The specific disclosure reports at issue in this matter

and the apparent violations by Respondents are set out in the

following discussion.
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feteral dIsbutint6. gas" on the lack of adinisti"tiT

expenditures, wA set a 2equest for Additional Information

('3R7T') to Respomdents informing then that they should repay the

non-federal account if any administrative expenses were paid with

non-federal funds.

In response to the 37k!, the Kentucky Democrats* treasurer

informed RAD that nespondents" 'non-federal account had paid

everything first and then the Committee had ran the expenses

through the federal account and back out again.' According to the

treasurer, "while he was not saying what the Committee 
did was

correct, he did want to note that Kentuckians care about 
state

candidates and not the federal process.' The treasurer also

asserted that Ono corporate or union money was involved 
and that

all money was pensdsible under the FICA.'

On may 13, 1992, Respondents filed an amended 1991 aid-Year

Report which disclosed a much greater amount of financial 
activity

than had been previously disclosed. The amended report disclosed

$179,696.95 in joint expenditures ($59,565.66 federal share and

$119,131.32 non-federal share) and a $99,905.74 transfer 
from the

non-federal account to the federal account. Because of the vast

cash discrepancies between the original and amended reports, 
RAD

sent another SFAX to Respondents requesting that they file 
reports

to reflect the true financial activity of the period, provide an

explanation as to the adequacy of federal funds to cover the joint



eapendi1Ws ad clarify the procedure used by the Kentucky

Democrats to pay adinistative expenses.

On August 241P 1992, splett filed a secoed amemt to

the 1991 Rid-Year Report. Attached to this asnn nt was & letter

from the Kentucky Democrats' accountant addressing the

discrepancies between the original and amended Nid-Year Reports.

According to the accountant. *the $99,905 transfer was purely

fictitious. It represents the amount that would have had to have

transferred from the non-federal account in order to pay total

expenses of $184,276." The accountant further states that he was

unable to Oclarify the Committee's accounting procedures, because

they don't have any' and that Respondents 'paid their bills out of

whichever account had money in it.' Last, the accountant states

that in order to prepare the report, he had to 'start from scratch

and perform a quasi-audit, and use my best judgment."

b. 1991 Year Rod Report

On February 3, 1992, the Kentucky Democrats filed its 1991

Year End Report disclosing $153,180 in joint expenditures ($51,060

federal share and $102,120 non-federal share) and a

$153,161 transfer from the non-federal account to the federal

account. Respondents provided a copy of a $153,181 check dated

January 23, 1992, drawn on the non-federal account and payable to

the federal account. Respondents also provided copies of three

additional checks totaling $153,181. These checks were also dated

January 23, 1992, were drawn on the federal account and made

payable to the non-federal account. in a letter from the

treasurer attached to the 1991 Year Znd Report, he states that



'Although the window was closed we have given complets &o 0Mt *g

to the Commission of all expenses required to b repoCted ideo

the current requiements, and proper cash transfers ha Me

made.'

Because the transfer from the non-federal account to the

federal account covered 100% of the Kentucky Democrats' shared

expenses, RAD sent an RFAI advising Respondents of the now

allocation regulations. The RFA also recommended that the

Kentucky Democrats' federal account immediately repay its

allocable share of administrative expenses by transferring out the

appropriate amount to its non-federal account. If Respondents

were unable to do so, RAD stated that they must report the

allocable federal share as an outstanding debt on its Schedule D.

On Pay 26, 1992, the Kentucky Democrats filed an amended

1991 Year End Report disclosing a much greater amount of financial

activity than was reported on the original report. The amended

report disclosed $225,119.43 in joint expenditures ($75,039.81

federal share and $150,079.62 non-federal share) and a $206,138.98

transfer from the non-federal account to the federal account.

Based on the discrepancy between the non-federal share of

administrative expenses, $150,079.62, and the corresponding

transfer-in from the non-federal account of $206,138.98, RAD sent

another RFAI to the Kentucky Democrats requesting further

explanation. The RFAI also requested additional information to

clarify the vast discrepancies between the original and amended

Year End Reports.



0 August 24, 1992, the treasurer for the ientvcky emonratS

getipometd to the 3IAI by stating:

fte Comittee did not make the transfecs
between the federal and non federal accounts
on a timely basis and accordingly the division
of federal and non federal shared expenses was
not accounted for in a proper manner during
this period. The transfers were recorded in
our reports as they should have occurred with
federal expenses and federal receipts. We
will report the federal expenses in any manner
you desire but we can't change the fact that
the transfers were not made between the
accounts. We have reconstructed the accounts
to the exact balances which would have existed
had the transfers been made.

Tb. treasurer concludes by stating that the Kentucky Democrats

have conducted *no transactions which violate the intent of the

IZC filing requirements and we invite continued scrutiny and

indeed the complete audit of the FEC."

In a response dated September 8, 1992, the accountant for

the Kentucky Democrats also attempted to explain the discrepancies

between the 1991 Year End and amended Year End Reports. In his

response, the accountant asserts that although Respondents did not

follov proper administrative procedures and make actual bank

account transfers,' he does not think that "the intent of the law

was violated." Despite the foregoing, the accountant goes on to

say that the 'checks which were attached to the original Year Bnd

Report represented sham transactions" and "did not reflect any

economic reality."

c. 1992 April Quarterly Report

On April 20, 1992. the Kentucky Democrats filed its 1992

April Quarterly Report disclosing $84,460 in joint expenditures



($26,153 federal share and $6,307 non-federal share) and a

$64,460 transfer from the non-federal account to the federal

account. Because the transfer on the 1992 April Quarterly coverod

100% of the Kentucky Democrats' shared expenses, VAD sent an RPA

once again advising Respondents of the nev allocation regulationa.

On June 22, 1992, the Kentucky Democrats filed an amended

1992 April Quarterly Report, which again disclosed a much greater

amount of financial activity than was reported on the original

report. The amended report disclosed $101,949.37 in joint

expenditures ($33,983.12 federal share and $67,966.25 non-federal

share) and a $67,190.49 transfer from the non-federal account to

the federal account.

In response to an RFAI questioning the vast cash

discrepancies between the original and amended reports, on

September 8, 1992, the accountant for the Kentucky Democrats filed

a second amendment to the 1992 April Quarterly Report on

September 8, 1992. According to the accountant, the discrepancies

existed between the original and amended reports "primarily

because the original report was not right. It did not include all

the accounts or activity.* Further, the accountant states that

there "were never any actual transfers between bank accounts and

the transfer of '$67,190 is merely a forced number which makes the

ending cash in the Federal bank accounts correct.'

d. 1992 July and October Quarterly Reports

On July 15, 1992, the accountant for the Kentucky Democrats

filed only the Summary and the Detailed Summary Pages of the 1992

July Quarterly Report "in the interest of getting the report filed



in a timely fashion,' in a telephone conversation with AD

concerning this report, the accountant stated that the "federal

account does not have enough money to cover its expenses 
nov and

that the federal account will have to declare a debt on 
Schedule

D. "

On July 23, 1992, the Kentucky Democrats filed a complete

1992 July Quarterly Report, which disclosed $174,882.66 
in joint

expenditures ($58,294.22 federal share and $116,588.44 non-federal

share) and a $151,052.42 transfer from the 
non-federal account to

the federal account. In addition, this report disclosed a

$33,854.22 debt owed to the non-federal account. 
An RFAI was sent

to the Kentucky Democrats recommending that the 
federal account

immediately repay its non-federal account 
and rectify any

non-compliance with the allocation regulations.

On November 23, 1992, the Kentucky Democrats filed an

amended 1992 July Quarterly Report which stated 
that the debt to

the non-federal account had been repaid in full and 
was disclosed

on the 1992 October Quarterly Report "in order to 
compensate for

transfer miscalculations." The Kentucky Democrats filed its 1992

October Quarterly Report on October 15, 1992, disclosing full

payment of the debt owed to the non-federal account, 
but omitted

this debt activity from its Schedule D. In response to an RFAI

questioning Respondents' failure to disclose this 
debt, the

Kentucky Democrats filed a corrected Schedule D on 
may 12, 1993,

disclosing the payment of the debt owed to the 
non-federal

account.
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&&sed on the foregoing discussion, it is clear that

nespomdents failed to pay the entire amount of allocable expenses

from their federal account and, instead, used non-federal funds to

pay for shared expenses during the 1991-92 election cycle.

Therefore, there is reason to believe Respondents violated

11 C.P.U. 5 106.5(g)(1)(i) by failing to pay the entire amount of

allocable expenses from their federal account. Further, it

appears that Respondents violated 2 U.S.C. I 434(b) and 11 C.P.R.

5 104.10(b)(3) and (4) by reporting fictitious transfers between

the non-federal and federal accounts and by failing to properly

report each disbursement from its federal account in payment for

shared activity. There is also reason to believe Respondents

violated 11 C.F.R. 5 106.5(g)(2)(ii)(B) by failing to make the

appropriate transfers within the required 40 day window. Further,

it appears that Respondents failed to properly allocate the

payments for administrative expenses, in violation of 11 C.P.a.

5 106.5(d)(1).

In addition to paying for allocable expenses from its

non-federal account in apparent violation of 11 C.F.R.

5 102.5(a)(i), it appears that the Kentucky Democrats' non-federal

account may have contained prohibited funds under the Act. In

their correspondence during the 1991-92 election cycle,

Respondents consistently assert that "no corporate or union money

was involved and that all money was permissible under the PICA.'

However, during that time, Kentucky law permitted unlimited labor

organization contributions and individual contributions of $6,000



to the state party executive comittee and their subdivisions and

affiliates in any one year. Therefore, there is reason to believe

Respondents violated 2 U.S.C. 11 441b(a) and 441a(f) and 11 C.o.r.

I 102.5(a)(1)(L) by paying for allocable expenses from its

non-federal account which also may have contained impermissible

funds.

Based on the foregoing, there is reason to believe the

Kentucky State Democratic Central Executive Committee and Clay

Patrick, as treasurer, violated 2 U.S.C. 55 434(b), 441a(f) and

441b(a) and 11 C.F.R. 55 102.5(a)(1)(i), 104.10(b)(3),

104.10(b)(4), 106.5(d)(l), 106.5(g)(1)(i) and 106.5(g)(2)(ii)(3).

2. Failure to Reconcile Cash Discrepancy

According to the information ascertained by the Commission

in the normal course of carrying out its supervisory

responsibilities, Respondents failed to reconcile a cash

discrepancy between the 1990 Year End and the 1991 Rid-Year

Reports. Specifically, on their 1991 Rid-Year Report filed on

July 31, 1991, Respondents disclosed a cash-on-hand balance of

$1,478.92. This figure matched the closing cash-on-hand figure

disclosed on Respondents' 1990 Year End Report. On May 13, 1992,

Respondents filed an amended 1991 Kid-Year Report which disclosed

a cash-on-hand balance of $28,297.44 and included approximately

$330,000 in additional receipts and disbursements. The treasurer

of the Kentucky Democrats attached a letter to the amended report

explaining that the additional receipts and increased cash-on-hand

total were caused by the inclusion of funds from a state tax



"check-offO account, which was reported by Respondents pursuant to

Advisocy Opinion 1991-14.4

While Respondents provided an explanation for the

modifications to the amended 1991 Kid-Year Report, they did not

provide any documentation to reconcile the difference in

cash-on-hand figures between the 1990 Year End and the amended

1991 Kid-Year Reports. Accordingly, RAD sent a RFAI to

Respondents asking for supporting documents to reconcile the cash

discrepancy. When Respondents failed to respond, RAD mailed a

second notice.

Eventually, BAD received letters from both the accountant

and assistant treasurer for the Kentucky Democrats stating that

the cash discrepancy existed because Respondents did not include

all of the bank accounts containing federal funds in the 1990 Year

End and 1991 Kid-Year Reports.
5 Neither the accountant nor the

assistant treasurer, however, provided any supporting documents to

reconcile the cash discrepancy. In addition, to date, Respondents

have not filed any comprehensive amendments to clarify this cash

discrepancy.

Based on the foregoing, there is reason to believe that the

Kentucky State Democratic Central Executive Committee and Clay

Patrick, as treasurer, violated 2 U.S.C. S 434(b) by failing to

4. According to Advisory Opinion 1991-14, the receipts from

check-offs should be reported as miscellaneous receipts on

disclosure reports filed with the Commission.

5. Pat Goins signed the letter as the assistant treasurer of

the Kentucky Democrats. As discussed at section 3 of this

report, the Commission was never formally notified that
Ms. Goins held that position.



provide accurate information on their reports filed with the

Commission.

3. lre to statemeat of or sotim

on Martch 15, 1988, the Kentucky Democrats amended its

statement of organization to reflect Richard Rankin as the current

treasurer. Mr. Rankin signed the disclosure reports for the

Kentucky Democrats until January 30, 1989. Between 1989 and 1990,

the Kentucky Democrats' disclosure reports were signed by

Pat Goins. Based on a review of the statements of organization

filed by the Kentucky Democrats since 1972, it does not appear

that Ms. Goins was ever named as treasurer or assistant treasurer.

On July 26, 1991, William Johnson signed the Kentucky Democrats'

1991 Mid-Year Report. Mr. Johnson signed the reports for the

Kentucky Democrats through June 30, 1992. Despite the fact that

the Commission was never formally notified that Mr. Johnson was

treasurer of the Kentucky Democrats, on October 19, 1992,

Respondents amended their statement of organization informing the

Commission that William Johnson had resigned as treasurer. No new

treasurer was identified by Respondents, and Pat Goins once again

began signing the reports for the Kentucky Democrats. It was not

until February 21, 1994, that the Kentucky Democrats filed an

amended statement of organization naming the new treasurer, Clay

Patrick.6  Mr. Patrick had signed the 1993 Year End Report prior

6. Also on February 21, 1994, the Kentucky Democrats amended

its statement of organization to name Pat Goins as the

custodian of records. Her title or position was Executive

Assistant to the Chairman.



to tho CoiMiSeion'e notification that he was the new treasurer of

the Kentucky Democrats.

pursuant to 2 U.S.C. I 433(c), the Kentucky DOlucrat* wre

required to report to the Commission any and all changes in

treasurer within 10 days of the change. Based on the foregoing,

it is clear that Respondents have failed to do so. In addition,

2 U.S.C. S 434(a)(1) requires the signature of the designated

treasurer on all reports. During the time that

Ms. Goins and Mr. Johnson were signing the reports for the

Kentucky Democrats, neither was the designated treasurer.

Further, Mr. Patrick was not the designated treasurer at the time

he signed the Kentucky Democrats' 1993 Year End Report.

Accordingly, there is reason to believe that the Kentucky

State Democratic Central Executive Committee and Clay Patrick, as

treasurer, violated 2 U.S.C. 55 433(c) and 434(a)(1).
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October 12, 1994

ns. nary Ann utngarier
Federal Klection Cownission
999 z Stret, N-W
Washington, D. C. 20463

MAFJRA ~~,'

Oc18 A19 'I
Jim Arwt

Executive Diror

C=,

^Car

Dear Ms. Bugarner:

I want to thank you for taking time out of your busy
schedule today to talk to Pat Goins, of my staff, concern-
ing RUR 3637. We both appreciate the straight forward
answers and the kind words that you had on Pat's Behalf.

We look forward to the audit division coming to
Keu and reviewi our records. We feel sure that
they WilI be able to help us in finalizing the report to
bein NIl coolamn with all regulations.

As C0airmn of the Kentucky Democratic Party, allow me
to say that we will be cooperative.

If you have any questions, or
ance to you in any way, please do
~0

if I can be of assist-
not hesitate to contact

Sinc ely,

W. Grady
chaira



tIQTON FOR KLROE or TI.N n 8 35 AN 'S

KENTUCKY sTATs DfOCRATIC CENTRAL EXECUTIVE COMIT' E
and CLAY PATRICK, AS TR ASURER RESPONDENTS

Come the Respondents, by and through counsel, respectfully

moving the Federal Election Commission for an enlargement of time up

to, and including, November 14, 1994, within which to respond to the

Complaint filed in the within MUR. As grounds, the undersigned

represents that due to the volume of the Complaint, the length of

time since the occurrence of the matters alleged, and the uncertain

whereabouts of the necessary parties involved, a twenty (20) day

enlargement is necessary to make a basic investigation of the matters

alleged.

Res ctfully submitted,

Richael T. McKinney
2922 Washington Square
P.O. Box 688
Burlington, Kentucky 41005
(606) 586-9955

General Counsel
Kentucky Democratic Party
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Ri~ee ?. NK~yGeneral Counsel
Keauck Stte bc ratic Central
sae ive COMtt
2922 Wasb~iton Sqture
P.O. Box 661
Burlington, zentucky 41005

RE: MUR 3637
Kentucky State Democratic
Central Executive Committee
and Clay Patrick,
as treasurer

Dear Mr. McKinney:

This is in response to your letter dated October 23, 1994,
which we received on October 24, 1994, requesting an extension
until November 14, 1994, to respond to the Comission's reason
to believe findings in this matter. After considering the
circumstances presented in your letter, the Office of the
General Counsel has granted the requested extension.
Accordingly, your response is due by the close of business on
November 14, 1994.

If you have any questions, please contact e at
(202) 219-3690.

Sincerely,

Mary Ann Bumgarner
Attorney

+
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Michael T. McKinney

-, P.O. Box 688

2922 Washington Square

Burlington, Kentucky 41005

(606) 586-9955

The a-ov-m n- d individual is hereby designated as my

coumel and is authorized to ceiLve any notiftcatLons wai otber

ccaic&ations from the CoissLon and to act on my bebalt before

the Camas8 o.

Datef

~S loom

-3f

,A

,& A4 %24A
Signature C,

Kentucky State Democratic Central Executive Comittee
and Clay Patrick, as Treasurer

P.O. Box 694

Frankfort, kntucky 40602

. -0 0

I
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and CLAY PATRICK, AS -TR M-

This Response to MUR 3637 is filed on behalf of the Etue I
Democratic Party and Clay Patrick, as Treasurer.

The current Complaint filed in this matter sets fOrt
serious charges regarding the bookkeeping practices of gtj3jam
Johnson during his tenure as Treasurer for the Kentucky Steto
Democratic Central Executive Committee. The Complaint alse Inicates
less serious violations, violats h . rua U

co amendment of the Statement of Organization of the Kentuy mo eatic

Party.

Regarding the amendment of the Statement of

the Respondent cannot deny these technical violatioms oft
occurred. Clay Patrick apparently began his official
Treasurer prior to executing and filing the necessary VW V

Pat Goins, who has served as Assistant Treasurer S-_se.. to
tenure of Richard Rankin, also executed an FEC Form 1 m saw
was forwarded at that time to the FEC by the undersigned c J of
record. The undersigned cannot account for its current -s t-.
The Kentucky Democratic Party, however, ratifies the acUse he
Clay Patrick and Pat Goins in their respective capacities 4W
Treasurer and Assistant Treasurer during the periods in quWtjst.
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forthright manner, cooperating with everyone with whom they have

costact on behalf of the Kentucky Demoreatic Party.

The question regarding th. amendment of the Statement of

Organisation on behalf of William Johnson poses a different matter.

The beginning of his tenure as Treasurer also signalled the beginning

of a period which can be best described as an administrative

nightmare. Attached hereto as Exhibit "A" is a copy of the

undersigned's 1992 letter to Mr. Johnson requesting his cooperation

in executing and filing the FEC Form 1. Mr. Johnson never responded

to this written request nor any subsequent requests. The Kentucky

Democratic Party could not gain Mr. Johnson's cooperation with even

this simple matter.

It would appear from the Complaint filed by the Federal

Election that Mr. Johnson succeeded in alienating everyone with whom

he had contact during his tenure as Treasurer, including the Kentucky

Democratic Party and the Federal Election Commission. The Kentucky

Democratic Party would take this opportunity to extend its sincerest

apology to the FEC and its staff for any lack of courtesy and

professionalism displayed by Mr. Johnson.

A staff review of the actual files and records which are the

subject of the Complaint indicates a serious question as to Mr.

Johnson's handling of these reports and his contact with the Federal

Election Commission in connection therewith. The Kentucky Democratic

Party hereby requests that the FEC send its audit team to review the

records in question so that we may jointly determine the true and

accurate status of the records involved and take every necessary step
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the professional responsibility of Mr. Johnson which my need to be

addressed by the Kentucky Diokatic Party in another form.

Ybe staff at Kentucky Democratic eadquartors has indicated

to the undersigned that for the period in question in the C laint

there was no corporate nor union money involved and that there were

no excessive individual contributions to the non-federal account.

The Kentucky Democratic Party trusts that the FIC

understands its sincerity in striving to reach an appropriate

disposition of this matter. It should be noted that since the

occurrence of the matters comprising the Complaint that the

administrative procedures of the Kentucky Democratic Party have been

rectified and that administrative letters from the FLC have since

indicated compliance with the allocation regulations.

The Kentucky Democratic Party is anxious and willing to

resolve each of the matters set forth in the Complaint and looks

forward to cooperating with your audit team in correcting any past

errors which may have occurred.

4Re 
ectfully 

s tteds

kichael T. McKinney
2922 Washington Square
P.O. Box 688
Burlington, Kentucky 41005
(606) 586-9955

General Counsel
Kentucky Democratic Party
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April 15. 1992

Nr. William G. Johnson
Treasurer
Kentucky Democratic Party

P.O. Box 694
Frankfort. Kentucky 40602

IN RE: Federal Election Commission

Statement of Organization

0 Dear Bill:

co Enclosed herewith please find a Statement of Organization

which you, as Treasurer, must sign indicating your 
capacity with the

Party. It would be most helpful if you could have your secretary

type in the proper information for Sections 7, 
8 and 9 of this FEC

Form One. Whe you have signed same please return it to me at your

convenience so that I may file with the Federal 
Election Commission.

Thank you for your aniticipated coo7  ation in this regard.

Michael T. McKiapey /
7 -trt/

eniclosure



FEDERAl ELEC1i(ON COMMISSION
~ ASH1IM.,ION, D(C 2046

may 19, 1995

MElORANDUM

TO: LAWRENCE MU B
GENERAL COUN

THROUGH: JOHN C. SUR NA
STAFF DIR

FROM: ROBERT J. COS A
ASSISTANT ST F DI R
AUDIT DIVISI N

SUBJECT: KENTUCKY ST E DEMOCRATIC CENTRAL EXECUTIVE COMMITTEE
MUR 3637
ALLOCATION Olk DISBURSEMENTS

I. Background

On September 27, 1994, the Commission voted to undertake an
audit of the Kentucky State Democratic Central Executive
Committee (the Committee) based on reason to believe findings
that the Committee had violated Sections 434 and 441b(a) of
Title 2 of the United States Code and Section 106.5 of Title 11
of the Code of Federal Regulations.

On December 6, 1994 the Audit staff met with the Office of
General Counsel to determine the objectives of the audit. It
was decided during that conference that the auditors would (1)
perform bank reconciliations of both federal and nonfederal
accounts, (2) review disbursements from both the federal and
nonfederal accounts to determine allocable expenses paid from
each account and to identify reimbursement transfers between the
accounts, and (3) review receipts into both the federal and
nonfederal accounts to determine the permissible and
impermissible content of all the accounts. The Office of
General Counsel later requested the Audit staff to analyze a
debt reported by the Committee as owed to the nonfederal
accounts in 1992. The Audit would cover the period January 1,
1991 through December 31, 1992.

The audit commenced on January 30, 1995 and the Audit staff
accomplished the objectives outlined above by the close of
fieldwork on February 17, 1995. The results of the audit are
discussed within the sections following.

r.........L !6c ( w~irnts.~bon' 2(Ah Anniversan

Nf Tk)AN IOOkY AND TOMORRO%)l

WDC ~(ATE r) To KEEP NG T1* PUUUC IFORMIED
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. mam Activity

1. 1991 Federal and Nonfederal

The Comittee maintained five accounts in 1991 that
the Audit staff recognizes as federal, of which only one had
material activity.I/ The total activity in these accounts2/
included beginning cash on hand $28,297, receipts totaling
$129,865, of which $122,865 came from the state tax check off
program, disbursements totaling $92,206, and ending cash on hand
$65,956. The federal accounts made two transfers to the
nonfederal accounts totaling $1,407, and a loan for $1,000.

Activity in the three nonfederal accounts included
beginning cash on hand $2,234, receipts totaling $421,033,
disbursements totaling $394,306, and ending cash on hand
$28,961. In 1991 the nonfederal accounts repaid the $1,000 loan
and made no other transfers to the federal accounts.

2. 1992 Federal and Nonfederal

0During 1992 two of the federal accounts were active.
- Total activity included beginning cash on hand $65,956, receipts

totaling $956,886, of which $112,807 came from the state tax
LP check off program, disbursements totaling $1,021,364, and ending

cash on hand $1,478.

00 Activity in the three nonfederal accounts included
beginning cash on hand $28,961, receipts totaling $542,044,
disbursements totaling $545,541, and ending cash on hand
$25,464. The nonfederal accounts made transfers totaling
$354,084 to the federal during 1992.

III. Source and Use of Funds Disbursed for Allocable and
Nonallocable Activity 3/

N, Attachments 1 and 2 are schedules of Funds Received, Funds
Disbursed and Funds Transferred used to determine (1) if the
Federal activity paid out of the nonfederal accounts could have

1/ The Committee initially designated four accounts as
federal. The Audit staff and Office of General Counsel
agreed that a fifth account, funded by state income dollar
check-offs, should also be designated federal.

2/ All amounts in this report have been rounded to the nearest
dollar.

3/ Nonallocable activity, as used within this report, means
100% federal activity when disbursed from federal accounts,
and 100% nonfederal activity when disbursed from nonfederal
accounts.



bew~ paid frompiitail tsis, aS" (2) t tm
of, the trans ft from the mofl~i 1te theferl
mo" within the allowable time frames could have been paid po
permissible funds.

Attachment 1 presents the analysis of the nonfederal side
of activity; Attacbment 2 displays the results of the federal
activity. The assumptions made and procedures used for this
analysis are as follows:

1. Beginnina Cash on Hand

Beginning cash on hand January 1, 1991 was presumed
impermissible for the nonfederal accounts and permissible for
the federal accounts. Beginning cash on hand for each
subsequent period was the carry-over permissible/impermissible
balance of the prior period.

2. Determination of Permissible/IMpermissible Funds
Available

The Audit staff reviewed all receipts in 1991 and 1992
and sunmarized the permissible and impermissible amount of
receipts for each period for both federal and nonfederal
accounts. Receipts from nonfederal political action committees
and nonfederal candidate comittees are considered
impermissible. Receipts for the period plus beginning cash on
hand becomes funds available.

Funds available is a divided pool of funds
(permissible and impermissible) for each period, determined
without regard to the timing of receipts within that period.
The nonfederal accounts had both permissible and impermissible
amounts available. The federal accounts should have contained
only permissible funds. However as discussed below, during the
fourth quarter of 1992 the federal account received $11,000 in
impermissible contributions.

In 1991 the impermissible receipts in the nonfederal
accounts were contributions from a corporation ($1,000),
nonfederal candidate comittees ($59,886), DC nonfederal
comittees ($70,000) and nonfederal political action committees
($126,900). Impermissible receipts in the nonfederal accounts
in 1992 included a DNC Corporate Account contribution ($36,000),
contributions from nonfederal political action coumittees
($140,140) and nonfederal candidates ($212,955). The
impermissible funds within the federal accounts (1992 only) were
from a corporation ($500), nonfederal political action
committees ($8,500) and nonfederal candidate committees
($2,000).

3. Application of Funds Disbursed

The Audit staff date-ordered the allocated amounts of
all disbursements by two report periods during 1991 (Mid-year



and Year-end) and with's four quarters during 1992. Att--
1-4 to this report e it these expenditures by period and by
allocation amounts (federal share, nonfederal share, 100%
federal, 100% nonfederal) for disbursements from both federal
and nonfederal accounts.

a. Nonfderal Accounts - Transfers to Federal
Account

The amounts of the reimbursement transfers from
the nonfederal account to the federal account which were in
compliance with 11 CFR 106.5 4/ were deducted from the
impermissible funds available for the period. All amounts
transferred outside the compliance window were deducted from
permissible funds. During the fourth quarter, when all the
transfers were in compliance, the impermissible funds were
exhausted and portions of the reimbursement transfers were made
from permissible funds.

b. Nonfederal Accounts - Disbursements to Vendors

The Audit staff applied the federal share of
allocable expenditures paid from the nonfederal accounts in each
period against the permissible amount of funds available for
that period. Likewise, the nonfederal share of expenditures was
applied against the impermissible funds available.

The nonfederal accounts in both 1991 and 1992
maintained sufficient permissible funds so that: (1) the federal
share of allocable disbursements could be paid from permissible
funds; and (2) transfers to the federal accounts outside the
compliance window could have been paid from permissible funds.
Reimbursement transfers to the federal accounts made within the
compliance window were deducted from impermissible funds and
became permissible receipts to the federal accounts.

c. Federal Accounts - Transfers from Nonfederal
Accounts

The nonfederal account transferred no funds to
the federal side in 1991. During 1992 the nonfederal account
transferred $354,084 to the federal account, presumably for
reimbursement of nonfederal activity; no documentation was
available to show the derivation of these amounts.

4/ The compliance window in effect during most of the audit
period required transfers to be made not more than 10 days
prior to, and 30 days subsequent to, disbursements.
Effective June 18, 1992, the window was expanded to allow
transfers to be made not more than 10 days prior to, and 60
days subsequent to, disbursements.
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In the Audit staff s analysis, all tr llf
received fro the nonfederal side were considered peaLR
receipts in the federal accounts. The amounts transferred'from
the nonfederal accounts either were within the compliance window
or were deducted from available permissible funds.

d. Federal Accounts - Disbursements to Vendors

In 1991 only permissible funds were available.
Therefore all disbursements were deducted from permissible
funds.

In 1992 only permissible funds were available
through the first three quarters. Therefore all activity was
deducted from permissible funds for these periods. During the
fourth quarter the federal accounts contained impermissible
funds ($11,000); for this period the nonfederal share of
allocable expenditures was deducted from impermissible funds
first and then from permissible funds. In this analysis the
Audit staff considers the portion deducted from impermissible
funds ($11,000) as non-reimbursable by the nonfederal side. To
include these disbursements as reimbursable would inflate the
permissible receipts. The fourth quarter 1992 federal account
ending cash vas only $1,477; therefore regardless of how the
impermissible funds in the federal account are treated,, at least
$9,523 was expended from them.

4. Summar

Allocable expenditures were made from the nonfederal
accounts during both 1991 and 1992 in violation of 11 CFR 106.5.
The Comittee was in further violation of 5106.5 by making
untimely transfers from the nonfederal accounts to the federal
accounts for reimbursement of nonfederal activity.

However, neither the federal share of disbursements
made from the nonfederal accounts nor the untimely portions of
the transfers were necessarily made from impermissible funds.
All activity from the federal accounts was funded by permissible
receipts through the third quarter of 1992. During the fourth
quarter the analysis assumes that the impermissible funds were
used to pay for some nonfederal activity disbursed from the
federal accounts. Permissible funds would have been available
for this activity if the Committee had made a reimbursement
transfer in December 1992.

IV. Allocation of Disbursements

1. Background

The Audit staff reviewed invoices, canceled checks,,
contemporaneous memoranda, and other documentation to determine
the correct allocation of disbursements from both the federal
and nonfederal accounts during 1991 and 1992. Administrative
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staff treated the extra nonfederal point in the ballot
composition allocation ratio that becm effective imm 18, 1992
as retroactive to Jaay 1, 1991.

The auditors reviewed disburaumuts 100% for 1991.
For 1992 we sampled the disbursemnts to verify the ac acy of
the information recorded on Comittee check registers. The
sample results indicated that the descriptions and other data
pertinent to each disbursement were accurate and reliable. We
then allocated disbursements using the information recorded in
the check registers. We reviewed supporting documentation for
disbursements whose descriptions on the registers were not
definitive.

2. 1991 Allocation of Disbursements

Attachment 3 summarizes and categorizes the allocation
of disbursements from both federal and nonfederal accounts in
1991.

The federal accounts in 1991 made allocable and 100%
nonfederal expenditures totaling $88,799, of which the federal
share totaled $26,199. The nonfederal share and 100% nonfederal
portion of disbursements totaled $62,600. The nonfederal
accounts made no transfers to the federal accounts for
reimbursement of these nonfederal expenses.

The nonfederal accounts in 1991 made allocable
expenditures totaling $238,485; the federal share totaled
$72,246. All of these expenditures should have been paid from
the federal accounts. The nonfederal account could have then
reimbursed the federal accounts for its allocable share. In
1991 the nonfederal accounts paid a larger amount of federal
expenses than the federal paid for nonfederal expenses. The
amount is calculated as shown below:

Nonfederal expense paid by the
federal accounts and not reimbursed $62,600

Federal expenses paid by the
nonfederal accounts (72,246)

Net federal expenses paid by the
nonfederal accounts

S/ Kentucky holds federal and nonfederal elections in
different years, and thus must allocate generic voter drive
costs by the ballot composition method for each year
separately, whereas the administrative expenses are based
on the two year cycle.
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However, as explained above, the nonfederal accounts had

sufficient permissible funds to pay these expenses.

3. 1992 Allocation of Disbursments

Attachment 4 sunarizes the allocation of
disbursements from all accounts, both federal and nonfederal,
for each quarter of 1992.

In 1992 the federal accounts made allocable
expenditures totaling $527,098. The 100% nonfederal
expenditures and the nonfederal portion of the 1992 allocable
expenditures totaled $458,098.

The nonfederal accounts made allocable expenditures
totaling $176,960 of which the federal share was $55,276. Thus
the federal accounts paid, before reimbursement by the
nonfederal, $402,822 ($458,908 less $55,276) more for nonfederal
activity than the nonfederal accounts paid for federal. The
calculation of this amount is shown below:

Nonfederal expenses paid by the
federal account $458,098

Federal expenses paid by the
nonfederal account (55,276)

Net nonfederal expenses paid by
the federal before reimbursement SQ-

As discussed below,, the nonfederal accounts reimbursed the
federal accounts $354,084 in 1992. This leaves $48,738
($402,822 - $354,084) that could have been reimbursed by the
nonfederal account for 1992 expenses. This figure is further
adjusted by $11,000 in impermissible funds in the federal
accounts that the audit staff has applied to nonfederal expenas
in lieu of reimbursement and by $9,646 in federal expenses paid
by the nonfederal accounts in 1991 and treated as an offset to
allowable reimbursements. The net amount that could have been
transferred from the nonfederal to the federal accounts for the
two year cycle is calculated below:

Under reimbursement by the
nonfederal accounts for 1992
from above $ 48,738

Impermissible funds received in the
federal accounts applied to otherwise
reimbursable nonfederal expenses paid
by the federal account (11,000)



1991 not federal xpNases paid by the
nonfederal account from Section IV. 2. above ( ,646 )

Net unreimbursed nonfederal expenses paid
by the federal account for the 1991-92
election cycle L2

V. Transfers to the Federal from the Nonfederal

The Audit staff date-ordered the allocations of all

disbursements from the federal accounts in 1992 and summed the

amount allocable to the nonfederal accounts for each date in

order to determine if the nonfederal transfers to the federal

account were in compliance with the 30-10 day window for

reimbursement of nonfederal activity pursuant to 11 CFR 106.5.

Attachment 5 summarizes the nonfederal activity from the
federal accounts in 1992 and identifies the reimbursement
transfers made within the window. The nonfederal made eight
transfers totaling $354,084 between April 23, 1992 and November
2, 1992. Of this total, $294,900 represent amounts which were
within the compliance window. The amount outside the window
($59,185) was contained within two of the transfers. However,
there was sufficient permissible funds in the nonfederal
accounts to make the transfers that occurred outside the window.

VI. Debt Reported to Nonfederal by Federal

1. Background

The Committee reported a debt owed to the nonfederal
committee of $33,854 on its 1992 July 15th Quarterly Report.
According to a Committee workpaper the debt was incurred betwmeen
1/1/92-6/30/92 and represented total federal disbursements
reported less total funds used from the federal accounts. The
Audit staff did not verify the accuracy of all Committee figures
used in their debt calculation. The Committee reported the debt
repaid as of September 30, 1992.

The Audit staff reviewed all transfers between
accounts and found no transfer of funds from the federal
accounts to the nonfederal accounts during the period the debt
was reported as repaid. The Audit staff surmises that the
"repayment" may have consisted of nonfederal expenses paid by
the federal accounts during this period.

2. Determination of Debt

The Audit staff used allocation workpapers developed
from the review of the disbursements and calculated the
following:



a. Jhe focler a e f p. d
in i"- acounts for the period 171792413092.

b. The nonfederal share of zpees paid by the
federal acconts in ecess of reIuks nts frM ti m
MCCcoa ts

c. The amount owed by the federal to the Imfederal
(a-b, above).

3. Results

a. The federal share of disburaments made from the
nonfederal accounts during the period 1/1/92-6/30/92 was
$24,901.

b. The nonfederal share paid from the federal
accounts for this period ($140,546) was $15,546 in excess of the
amount transferred to the federal accounts ($125,000).

c. The amount "owed- by the federal to the
nonfederal account at 6/30/92 was $9,355 ($24,901 - $15,546).

4. Repayment of Debt

As of September 30, 1992, the date by which the
Committee stated that the federal accounts no longer owed the
nonfederal accounts any funds, the nonfederal accounts had
disbursed $48,826 for expenses attributable to federal activity,
and the federal accounts had a surplus of unreibrsd
nonfederal expenses of $59,894. Therefore, by September 30,
1992, the federal accounts had compensated the nonfederal
accounts for the amount "owed" as of June 30, 1992, and we in
a surplus position of $11,068 ($59,894 - $48,826).

By December 31, 1992 the nonfederal accounts had
expenses attributable to federal activity totaling $55,276 for
the year, and the federal accounts had paid nonfederal eW s
totaling $104,122 for which they were not reimbrsed. Thus for
the remainder of the Audit period, the federal did not owe the
nonfederal.

VII. Conclusion

The nonfederal accounts paid allocable expenditures
totaling $238,485 for 1991, $176,960 for 1992, and $415,446 for
the Audit period. These expenditures included amounts
attributable to federal activity of $72,246 (1991), $55,276
(1992), and $127,522 for the audit period. During 1992 the
nonfederal accounts made untimely reimbursement transfers to the
federal accounts totaling $59,185. Also in 1992, the federal
account received $11,000 in impermissible contributions.
Notwithstanding these violations of 11 CFR 106.5 and 2 U.S.C.
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S...r..w fat a actiLvity in 1992. If the
Ccmitt had itd the pmzissible receipts into the
federal aCots md if the nonfederal accounts had timely
reimbursed the federal accounts for nonfederal activity, the
federal accounts could have paid all allocable expenses during
the Audit period. Finally, the Audit staff determined that a
debt owed to the nonfederal accounts by the federal was not as
large as reported by the Ccamittee and was fully satisfied by
September 30, 1992.



Ketoky 8tate Demoeratic Contral Szoeesive Committee
omeoo amd use of Ipudo

1991 nd 1992 Uo*odoIal, Accounts

--- --- -- --- --- -- --- --- -- --- --- ----- ---- - - ---O- - --O-- ---- 13C33V-D---U--------------
IFUNDS RIBC81vt FUND$ D|GIUMI&ID

I -----------------------------
Activity

Speriods
------------

I acon-"Vo

I 0ergeeent8-
I Ic0n-N191

------------
I ScoU-1391
I oeoe pto

lito F

3 con-Olga
.............

I ICON-WUil

.... 1pt.
Ii Sotel

SCOWn-9292
Itecetpte
Iiebtetel

lll te V
I 3cou-01e2

! 90o1-929t

Wilt to F

Ileetiptl

tIII te F

I 3O0-9492

summary

Totals

3133.91
11|4)1.06

127671 . 97
117414.1)

217.14

217 . 64

3011940,6
201612.72
276612.71
39000.01

29000.01

111711.41

140711.46

-67)14.47

173360.99

17360.9

7746.46
210166.41

-27177.36
-t16000.00

90709.07

96709.07
113669.17
111194.64

-75668.92

-61000.00

14016)3,4

191092.66
-11016.69

-144064.19

21103.30

total
permtee

0.00

6611).04
661)6.06

-6190.11
217 .64

3 17 .64

97109.20
97)7I.04

-66)7.03

29000.01

38000.01

11711.41

40711.46

-14,946.?

13766.69

2)766.69
69660.198
01417.78

-7912 .60
-30616.16

136%6.91

92116,.81

-2)924 .61

-2466631
3961.21

3466) .94

7411.19
-6480.06

-423)1S.7%
21103.38

I------------------. 0.

A1TACIDN?

. . .. -------------------------------------------...
Total Totel non oteot

I perhe0 -ihere pV-lharo Alloc Alloo Disbursed

40300.00

1 is3.91 1

-11133.91 3711.98 70714.2 112106.60 4947.1) 117414.1)

I 0.00

0.00

30646S.64

-20641.68 1641|.44 67461.16 1916l~.lO 11O1)).91 27612.71

0.00

0.00
I 20000,0.0
200000.00

-10401.90 I16941.17 39146.68 18491.21 10I89.2) 67)14.47

149$14.10 I

------------ ------------------------------------------------

14194.10

I 964.17 II
111181.67

-19)14.8 I1912.60 16116.10 I1101.10 708.61 37277.)I

-94)61.74 131000.00

413.11 i

............-------------------------------------------------
4411 1 i

74610.26

-$1744,37 12914.61 461)1,0 71460.31 3108.17 7166I.92

-164)3.69 8 000.00

I1104.41

11)04.4 I
I0100.00

I116604.47 I
-11011.6) I64%0.06 I041.6) 31491S11 10.00 21101.69

-101746.64 144014.39

0.00
--............ ...... ft---- -...... - --- - .--------------------------

........ 1 0.+



Kentucky State DOeocratio Central Executivo Committee ATTACUMUNT 3

source end Us* of funds

ls1 snd 1991 Federal Accons
. . . . . . . . . . . . . . . . . . . ............. ....... ....... ... 0.00 0.0 ... ....... .......

PUNDS MIClIVlD FUNDS oIGGUeNID

-- - - - - - - - - - -- - - - - - - - - - - -- - . . . . . . . . ... . . . . . . . . . .. . . . . . . . . .

I olob e summary
I------------------------
I CO.NV6
toa~olpte

Ilubtetal

Ilo cos"lot

locos-oo

le-brsesellISC01¥II
|Seoeipte

uecou-ga91
I ----------
Iscon.G2oa
I SeG*eLpte

Isebtotel

rorb lues nt

ocom-eggs

I ----------

3001-Q)920Q

jecOn-23e3

looepta

sebtotal

'oscuresomI

legr tram of

lIOc1-22II

10eolpto

Iubtotal

oeburoomt
6flee rm i

I€O1 -.34I

Totll

total$$.P... ....

26616.12 2616.00

6111.00 11131.00
76313.00 76)13.00

* 71$1.22 -77061.2
397.71 397.76

397.76 367.76

7732.60 77329.S0
77737.26 77727.26

6 10643.51 -10542.51

1000.00 -1000.00

51652.57 651663.67

61663.67 65663.47

168.50 IS50

66042.17 65042.17
* -5)371.35 -31371.3

30570.61 30670.11

30570.61 30670.61

7.50 7.10

30576.21 20576.31

-.111442.72 -11S442.72

121000.00 121000.00
33S.SO 23S.59

221.59 235.16

19715.21 19765S.21

10090.60 196090.80

s -216970.24 -19670.24

66000.00 66000.00

3120.15 63120.6

3120.55 53120.55

404962.45 392662.45

46103.01 4S7102.01

--510710.11 -51710.15

144064.36 144064.32
1477.25 1477.35

total

Imperes

0.00

0,00
0.00

0.00
0.00

0.00
0.00
0.00
0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

... ..

0.00

0.00

0.00

0.00

0.00

0.00
0- 0--
0.00

0.00

0.00

0.00

0.00

0.00

0.00
11000.00

11000.00
-11000.00

0.00

0.00

Total t00%

P-shate Pf-there Allo NPr
.......................... ,,.....--......--

33365.? 64656.61 7795.32 0.00

100% Total

FPD Disbursed

0.00 77955.22

................ ........................................................... I

2612.06 4Sl.13 6273.51 1470.00 0.00 10643.61

1000.00

---------......--..-.......-.-.......--.-...-.....-..........................

921.6 21117.6 30739.61 4531.15 0.00 36371.35 1

35046.34 60907.61 11ss4.26 33406.47 6000.00 IS5442.71

126000.00

53761.63 6SO3.57 14611S.61 34324.34 3630.31 219670.24

65000.00

2432.6 139115.7b 2315663 46046.25 330071.27 610710.15

144064.39

.......... I..................... .......... 7.6

V_ 71- -Z-:b U V



ATTACHMET
Kentucky state Democratic Central Ixecutive Committee

1991 Disbursement activity

---------------------------------------------------------- ------------------------------------------------- -----------

5 FUNDS DISDURSSD SUMMAXY Total Activity I
~--------------- ------------------------------------------ I-------------------- --------------- I

t etTotal 100% Total I To:al Total I Federal

- -----.------- F-Share of-Share Alloc of Disbursed F-shares oV-shares Monfederal

---id---------------- -------------------------------- -------------------- ------------ I
acoounte 23386.57 54568.65 77955.22 0.00 77955.22 23386.57 54561.65 77955.22 I

afodral accounts 33751.90 76754.62 112506.60 4947.53 117454.13 33751.90 03702.15 117454.13

F iR " Mid-year ZP7138.55 133323.27 190461.02 4947.53 195409.35 57130.55 136270.8

--------------- ----------------------------------------------- --------------------------- --------------
S'* r Tear-end

j9deuel aooents 2812.08 6561.53 9373.61 1470.00 10043.61 2013.06 6031.53 10043.61

,, tfodoral aeounts 30493.64 87405.16 125970.00 150033.91 276012.71 364931.64 236319.07 276012.71

y 0 5tt4l Tear-ed 41305.72 94046.69 135352.41 152303.91 207656.32 4130!).72 246350.6

I --- - -- ---------------------------------------------------- ----------------------------------

I I I federal

1*10"*51 accoumts 26190.65 61130.10 673210.63 1470.00 00790.83 26190.65 62600.18 00790.03

*t40~ral &acetate 72240.62 166339.76 238405.40 155701.44 394266.04 72245.62 322021.22 394266.04

" *.eSB6.SUS9SSSUUUOS*Unmm mm ooi nUUO mm mU3 m UUUSUUUom mU ma mS .. *....n.....*........o....o.....e•wm. • •• .o ............... • .e . •m . . e. .
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ATTACMNNT 4

seotaIcy state Democratio Coneeol Uuecwtive coiltteo

allocatlon of *ioUeIsssts 1192

.P.. . VUI DIUUS6D .. ... amu .

hOSSSiS Jtotal 100% 100t total Totel Total

P-Shos i-abee Al1*@ I P r buoeed ?-shares Uf-sheroe

- - -I- -- -------------- ----

ledeta 9221.06 21I7.t, 30730.01 0.00 46)1.51 3371.36 021.96 16141.40

IsoeaedetIll 16041,1? 30146.66 566*61.2 0.00 10069.22 07314.41 16046.17 10401.90

ttal 91 L011.1 *1064.3 873)1.06 0.00 16660.77 10371.63 i2110.1) 765t1.)0

I -------------------- ----------- --------------- -...-------------------- I
QnI I

todOtal I 35046.34 60007.01 11114.21 6000.00 3)4OO.41 115442.72 41040.34 114316.36

Imom~deEelI 7052.60 1016.10 2 T6500.10 0.00 106.66 27277.30 1911.00 11334.76

Ietel 93 41906.94 99464.01 143403.9 6000.00 34317.16 10o1. IO 46996.94 13)311.16

I ...'..------------------------------------------------------------------------------ 
---------------------- II I

lid~eta 5379ll.02 01033.67 140011.19 30630.31 34314.34 2010T1.24 10011,13 131946,01

I..lesegl1 291a.06 46131.70 13460.31 0,00 3106.17 768.93 23624.6s S1144.11

toteal 93I 77110.61 143%10.31 a11311.14 30)0.31 371.91 20I390)16 1114146.46 %0il3i

I It
I 9' 1
Vo4*1ii I 9341.06 139161.11 23116.03 330073.27 40006.2 610710.1% 141%06.11 146104.00

joeteIefIl 0410.06 11041.6) 31401.69 0.00 10.00 lll.0 1 6450.06 t05t.6)

Itotal 4 I 96311.14 154101.16 35306411 330073.21 49056.25 631110.04 I6t20.1 Ro0).5 I.0)

-----------------------------------------------------------.................. I
CALI&I IAIR R TOTALA Vederel 1

MasM.9f.dmrl j*

total Aotlvityt

federal
Noederal I

...... I..-.-

67314.47

-------------------------------------------------------------I

161441,73

310116O

01010.60
11501.69--il

..........................................................................
1021404.4?Ii

&lllable oupeditures paid by Pederl 116.2614

I$% Nelololat l oupemditatos paid by Federal t11416.1111

100% pederal paid by Petstel 373002.50

&lleoable supemadttes paid by Noatediral 
170060.10

10t Peotedetil oxpeaditntSe paid by Veafsdoerl 14046.47

to*( Federal paid by Noamodecal 0.00

OPdOerl portlese (lIlocable abate and 100 Federal) paid by Fedorel $5136 .60

P0t0OI peltiOas paid by Nosnedilhi 55271.06

ltl49t6ll pottloss 1llOo9able s 1at med 100% nosfederall paid by Federal 45000.10

lsttderal portion* (allocabli sbat &ad 100% nonfedeilli paid by Mostoderal 1)65)0.7

A 1lOut dicetat from bank activity by reconciling Items tetaiaVL 01)0.90

A melsst differs from bank activity by rconcilling Items totaling -00.02

*ad transfers to federal icoests totaling 5)54004.39.

**'&httobuelt S total cot sonfederal portion a $416061.60. a difierence of S16.10.

3JSQ~K~?~OL6

i!



gentucky #tate Democratic Central Executive Committee ATIACEHMUT S

Application of Threshold Window to Nonfederal-to-Vederal Transfers

1002

Fedoral Accounts Nonfederal to Federal

Date Eonfederal Shares Trtfr s Threshold Transfer Eon-Threshold Notes

Icot 400S Acct 4916 Disb/Trfr Portion Amount Portion

---------------------------------------------------------------------------------------- I
06-:1&-92 62.31

08-Jam-92 10107.11
22-Jam-OS 5959.47

S 05-Feb-02 930.96

5-A IS-pr-92

22-&pi-63 2502.06 1
3-Apr-0 1 1 19301.74 50000.00 30010.20

122-Apr-OS 1561:.:::

3-pt-O1200.00 1

jOO-Nay-9 1050.00 2

oe-May-OR 10770.9 2

13-May-92 23990.00 2

20-May-92 11375.50 2

27-May-92 2305.44 2 Disbursement

27-Nay-92 18077.5& 3 amounts split

129-May-02 2 50000.00 50000.00 0.00

*02-Jem-02 2607.00 3

10-JOn-92 4146.6S 3

17-Jum-92 00.71 3 3 25000.00 25000.00 0.00 Disbursement

117-1nm-92 0798.45 4 amounts split

24-Jsm-92 11210.2$ 4

jOl-JsI-O 12413.03 4

2-Ju-024 40433.09 75000.00 20500.31I

14005.1) 4
7759.07 5

122-Jul-,2 2240.93 5 Disbursement

< IS-Jsl-O2 15S3.00 amounts split

, 4i2.f2 -J1-92 30230.90 6495.28

4-3 1-Jul-92 5 10000.00 10000.00 0.00

105OS-Aug-OR 2101.10

1093.75

1 0-Afg-ag 101.20

1rSS-xev**2 2550.02I
*It-8ep-OU 160.26 1737.63

i re-se-O|1102 .00



Kentucky State Democratic Central Rxecutive Committee

Application of Threshold Wiadow to gonfederal-to-Fderal Transter&

1992

ATTACUNINT S

Federal Accounts

I Date Nonfedoral Shares

Acot 4605 Acot 4916

-------------- ------------- w-----
I 6-IsOp.92 5649.30 7574.32

117-sop-93 510.21

|23-sep-92 260.00 3170.13

236-Sep-92 200.00
130-eop-92 6293.29

102-Oct-lI 725.04
103-Oeto93 4000.00 1471.11

gos-Oet-.9 15.50
l06-Oct-92 2370.43

1o7-Oct-93 07%.0%

J0e-oet-sa 654.9

t15-so t-93 6250.2s

19-00t.92 176$5.52

l s-oet-.9 1502.51

19s-Oct - 8 39 6o.2 7

30o-Oft.98 242.25

21-Oet-Ol 4506.47 S451.16

|lO-Oet-.9 24133.16

83-Oet-92 690.60

II0-Oet -l 10)5.10

ll-Oet- l 570.60 1204 .9)

g39ioe- ft- 1310.03
12*-Oet-ll 23)2.01

3*33.01

@S-nv.it 4127. 01 761.44

gee-w.v-sl 46)3.99

5 1~ W v .9 3 1 89 6 1 .0 6

451.04

5504.06

4

I

Nonfoderal to Federal

Trfr Vs Threshold Transfer Non-Threshold Notes

Disb/Trtr Portion Amount Portion

- - - - - - - -..---- ---

Disbursement
amounts split

34%6 4.12 34%44.39

6 S3000.00 %3O00.00

0.00

-0.00

Disbursement
amounts split

-0.00

alsbuseeont
&Reotes plit



Kentucky $tate Demooratic Central Iseoutivo Committee ATTACENINT I

AppIliatlon of Threshold Window to Monfedorol-to-Yedoral temssfors

1902

P ederal Accounts Nonfederal to federal

I Date Pontederal shares Trtr 'o Threshold Traneter Pon-Threshold notes

Laot 4605 hoot 4016 Diab/Trtr Portion Amount Portion

-------------------------------------------------------------------------------------------- I
12s-ov-93 13S16.66

102-Doe-90 3297.11

1O0-Dee-92 12765.40 2609.64

1i3-Deo-92 306.3e

16-oee-O2 4957.56

123-Doo-93 3066.13 7127.31

I --------------------------------------------------------------------------------------- I
1Totele 132679.56 32S202.11 294o90.52 354094.30 59184.57

Summery

---------------------------------------------------------------------------------------- I
10ota1 My share 456061.69

total trmeeferred for oP share 3S4084.30

trfre within Threshold 294090.62

Irtre outside Threshold 59104.57

motes If only a portion of a disbursement total by date was

needed for a particular transfer, then the disbursement

date was entered twice and the disbursement total was split.

&Il Son-threshold portions would be the same for either a

10-30 or a 10-60 day window.

I Imm ~~m m m m m m m ~ m mm mm u ~ m m ~ m ~ m m mm mmmm m m ~ m m m m m mm m m m m



DUOEtBva ry o xssigil R AT

in the natter of ] S
Kentucky State Democratic ) R 3637
Central xzecutive Committee )
and Clay Patrick* as treasurer )

GBMIUER COI3EL' 8 REPORT

I. B&cKGOD

This matter was generated by a complaint filed with the

Federal Election Commission (the "Commission') against the

Kentucky State Democratic Central Executive Committee and Clay

Patrick, as treasurer ('Kentucky Democrats" or "Respondents'), and

by a referral from the Reports Analysis Division ('RAD'). The

complaint and referral were based upon Respondents' failure to

comply with the Commission's allocation regulations during the

1991-92 election cycle.1 The referral also concerned Respondentst

failure to reconcile a cash discrepancy between their 1990 Year

End and 1991 Kid-Year Reports and their repeated failures, since

1989, to amend the committee's statement of organization to

reflect the names of successive treasurers.

On September 27, 1994, the Commission found reason to believe

that the Kentucky State Democratic Central Executive Committee and

Clay Patrick, as treasurer, violated 2 U.S.C. 5S 433(c),

434(a)(1), 434(b), 441a(f), 441b(a) and 11 C.F.R.

5S 102.5(a)(1)(i), 104.10(b)(3), 104.10(b)(4), 106.5(d)(1),

106.5(g)(1)(i) and 106.5(g)(2)(ii)(B). In addition, the

1. Because the complaint and referral both address the same
issue of allocation, on September 27, 1994, the Commission
voted to merge RAD referral 94L-10 into MUR 3637.
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Cmoiseled autborised the Audit Division to perform an audit,

pursuant to 2 U.S.C. 1 437g(a), of the Kentucky Democrats'

financial activity during the 1991-42 election cycle.

On November 17, 1994, the Kentucky Democrats responded to the

Commission's reason to believe findings. Attachment 1. in this

response, the Kentucky Democrats questioned the actions taken by

their treasurer during the time period (1991-92) in which they

failed to comply with the allocation regulations. According to

Respondents, the treasurer at the time of the violations

"succeeded in alienating everyone with whom he had contact during

his tenure as Treasurer, including the Kentucky Democratic Party

and the Federal Election Commission." Attachment 1 at 2.

In this same response, the Kentucky Democrats conceded their

repeated failures, since 1989, to amend the committee's statement

of organization to reflect new treasurers. Id. at 1. Respondents

also stated that, since the occurrence of the matters at issue,

they have rectified their administrative procedures, and that

"administrative letters from the FEC have since indicated

compliance with the allocation regulations." Id. at 3. Finally,

Respondents asserted that they were anxious and willing to resolve

each of the matters set forth in the complaint and that they

looked forward to cooperating with the "audit team in correcting

any past errors which may have occurred.' Id.

On January 30, 1995, the Audit staff commenced its audit of

the Kentucky Democrats. Attached are the results of that audit.

Attachment 2. As discussed below, these results reveal serious

violations of the Federal Election Campaign Act, in particular



ones aSising free tb use t 6'-imitteees son-federal accounts

to pay for joint federal and mon-federal activity.

Throughout the course of this setter, bepgeest he

expressed a continuing interest in the prompt resolution of this

matter, and, during telephone conversations, in conciliation.

Therefore, in the interest of settling this matter and because

there is no need for further discovery, this Office recommends

that the Commission offer to enter into conciliation with

Respondents at this time.

1I. AMALYSIS

A. Law

The Federal Election Campaign Act of 1971, as amended, (the

"Act*) requires each treasurer of a political committee to file

reports of receipts and disbursements with the Commission.

2 U.S.C. 5 434(a). Each report must disclose for the reporting

period and calendar year the total amount of receipts and

disbursements by certain identified categories. 2 U.S.C.

S 434(b)(2) and (b)(4). The Act also requires that each report

disclose the amount and nature of all debts owed and all debts

repaid. 2 U.S.C. 5 434(b)(8). Pursuant to 2 U.S.C. I 434(b)(1),

each report must also disclose the amount of cash-on-hand at the

beginning of the reporting period. See also 11 C.F.R. S 104.3(a)(1).

The Commission's regulations require that committees, such as

the Kentucky Democrats, that have established separate federal and

non-federal accounts make all disbursements, contributions,

expenditures and transfers in connection with any federal election

from their federal accounts. 11 C.F.R. 5 102.5(a)(1)(i). The Act



.400

prohibits corporations and labor organizations from making

contributions in connection with federal elections, and pr&obtits
political committees from knowingly accepting such contributioas

into their federal accounts. 2 U.S.C. I 441b(a). Noreover, the Act
provides that no person shall make contributions to a state party

committee's federal accounts in any calendar year which in the

aggregate exceed $5,000, and that political committees may not

accept contributions in excess of the statutory limitations.

2 U.S.C. 5 441a(a) and (f). Accordingly, contributions,

disbursements or transfers involving federal activity made from

non-federal accounts are made in violation of the regulations, and,

if the non-federal accounts contain corporate and labor organization

contributions or excessive contributions, they are also made in

violation of the Act.

When making expenditures which are allocable to both federal

and non-federal activity, a state party committee that has

established separate federal and non-federal accounts must pay Othe

entire amount of an allocable expense from its federal account and

shall transfer funds from its non-federal account to its federal

account solely to cover the non-federal share of that allocable

expense." 11 C.F.R. 5 106.5(g)(1)(i). Further, for each transfer

of funds made from its non-federal account to its federal account,

the committee must itemize in its reports the allocable activities

for which the transferred funds are intended to pay, as required by

11 C.F.R. 5 104.10(b)(3). 11 C.F.R. 5 106.5(g)(2)(ii)(A).

Moreover, during the first half of 1992 such transfers could not

have been made more than 10 days before or more than 30 days after



the making of the expenditure which they were intended to reimburse1

as of June 18, 1992 this regulatory time frame increased to no more

than 10 days before or 60 days after the relevant expenditures had

been made from the federal account. Former and present 11 C.F.R.

I 106.5(g)(2)(ii)(9). If the requirements of 11 C.F.R.

I 106.5(g)(2)(ii)(A) and (5) were, or are, not net, any portion of a

transfer from a committee's non-federal account to its federal

account "shall be presumed to be a loan or contribution from the

non-federal account to the federal account, in violation of the

Act." 11 C.F.R. 5 106.5(g)(2)(iii).

Generally, a state party committee using separate federal and

non-federal accounts must allocate administrative expenses and the

costs of generic voter drives between those accounts using the

C"ballot composition method." 11 C.F.R. 5 106.5(d). In states such

CO as Kentucky where federal and non-federal elections are held in

different years, state and local party committees must allocate

generic voter drive costs in a slightly different way; these

committees must apply a ballot composition ratio calculated for the

calendar year in which the election is held. 11 C.F.R.
W6.5(d)(2). Administrative costs are still allocated according

to the ballot composition ratio based on the two-year Congressional

election cycle. 11 C.F.R. 5 106.5(d)(2). Administrative expenses

are described at 11 C.F.R. S 106.5(a)(2)(i) as "including rent,

utilities, office supplies, and salaries, except for such expenses

directly attributable to a clearly identified candidate." Generic

2. Kentucky is one of the five states that hold non-federal
elections in odd-numbered calendar years.
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voter drives are described at 11 C.F.R. I 106.5(a)(2)(iv) as

"including voter identification, voter registration, and get-out-

the-vote drives, or any other activities that urge the general

public to register, vote, or support candidates of a particular

party or associated with a particular issue, without mentioning a

specific candidate."

As stated above, a political committee that pays allocable

expenses in accordance with 11 C.F.R. 5 106.5(g) must report each

disbursement from its federal account in payment for a joint federal

and non-federal expense or activity. 11 C.F.R. S 104.10(b)(4). The

committee must report to the Commission the date, the amount and

purpose of each such disbursement, along with the full name and

address of each person to whom the disbursement was made. Id.

Such a political committee must also report each transfer of

funds from its non-federal account to its federal account for the

purpose of paying such expenses. 11 C.F.R. 5 104.10(b)(3). The

committee must explain in a memo entry the allocable expenses to

which the transfer relates and the date on which the transfer was

made. Id.

The Act requires each political committee to file a statemt

of organization with the Commission within ten (10) days of becoming

a political committee. 2 U.S.C. S 433(a). Included on this

statement of organization, among other things, are the name and

address of the current treasurer of the committee. 2 U.S.C.

5 433(b)(4). If there is a change in the information previously

submitted on a statement of organization, such as a change in

treasurers, political committees are required to report to the



ComlIeft so^ a Change no later than 10 days after the date it

took place. 2 U.S.C. I 433(c). The Act also requires the stgsa"Ce

of the deaigmatod treasurer on each filedceport. 2 U.s.C. 1 434(a).

. MSM to Believe FldAiM by the Camission

The Commission found reason to believe that Respondents failed

to pay the entire amount of allocable expenses from their federal

account, in violation of 11 C.F.R. 55 102.5(a)(l)(i) and

106.5(9)(l)(i), and that they violated 2 U.S.C. 55 441b(a) and

441a(f) and 11 C.F.R. S 102.5(a)(1)(i) by paying for federal shares

of allocable expenses from non-federal accounts which contained

impermissible funds. The Commission also found that Respondents

violated 11 C.F.R. S 106.5(g)(2)(ii)(B) by failing to make

otherwise appropriate transfers from their non-federal to their

federal accounts within the required time period and 11 C.F.R.

S 106.5(d)(1) by failing to properly allocate payments for

administrative expenses. Further, the Commission found reason to

believe Respondents violated 2 U.S.C. S 434(b) and 11 C.F.R.

S 104.10(b)(3) and (4) by reporting fictitious transfers from the

non-federal accounts to the federal accounts and by failing to

properly report disbursements from their federal accounts in

payment for joint activity.

Further, the Commission found reason to believe the Kentucky

Democrats violated 2 U.S.C. 5s 433(c) and 434(a)(1) by failing to

amend their statement of organization to reflect successive

treasurers of the committee and by filing reports bearing

signatures of persons who were not the designated treasurers, and

reason to believe Respondents violated 2 U.S.C. I 434(b) by failing

'7 '_ -



to reconcile a cash discrepancy between their 1990 Year 3nd and

their 1991 Kid-Year Reports.
CO Re s f tj Au" of tao JMt--- beerat8ad A& e

lose I 9__ - - t so_! tMl UZI

Because it was impossible to estimate the amount of

non-federal funds at issue in this matter by simply reviewing
3

Respondents' 1991-92 disclosure reports, the Commission authorized

the Audit Division to perform an audit of the Kentucky Democrats in

order to determine the committee's actual financial activity during

the 1991-92 election cycle and the amounts involved in any

violations of the Act or regulations. In summary, the Audit staff

found that Respondents failed during the tine period covered by the

audit to pay the entire amount of allocable expenses from their

federal accounts; rather, Respondents used non-federal funds to pay

for a considerable portion of joint activity during the 1991-92

election cycle. 4 The Audit staff also found that Respondents

failed to make certain, otherwise allowable transfers from the

non-federal accounts to the federal accounts within the required

time periods. Additionally, the audit revealed that during 1991-92

these non-federal accounts contained impermissible funds, and that

3. Respondents conceded in their response to the complaint
that the reported figures were not an accurate representation
of their financial activity.

4. According to the Audit staff, during 1991 the Kentucky
Democrats maintained five federal accounts and three
non-federal accounts. Attachment 2 at 2. During 1992, two of
the five federal accounts were active, as were a three
non-federal accounts.

5. During the 1991-92 election cycle, Kentucky law prohibited
corporate contributions, but permitted labor organization
contributions and individual contributions of $6,000 to the
state party executive committee and its subdivisions and
affiliates in any one year.



theeo meo-,rol accounts contained impermissible funds, and that

during the last quarter of 1992,6 one of the federal accounts also

contained isarissible funds.

in addition, using information ascertained during the audit,

this Office has confirmed the fictitious nature of certain

transfers reported by the Kentucky Democrats as having been made

between their non-federal accounts and their federal accounts

during 1991-92. Further, it is the opinion of this Office that

during this time period Respondents mis-reported disbursements made

for joint activity and also mis-reported as debts portions of

expenditures improperly made from non-federal accounts for joint

activity.

1. Violations of 11 C.F.R. 55 102.5(a)(1)(i) and
106.5(g)(l)(i) - Disbursements for Allocable Expenses
from Non-Federal Accounts

As stated above, 11 C.F.R. 5S 102.5(a)(1)(i) and

106.5(g)(1)(i) require respectively that political committees with

separate federal and non-federal accounts make all disbursements in

connection with federal elections from their federal accounts, and

that all expenses allocable to both federal and non-federal

activity be made from those federal accounts. During 1991-92,

5. During the 1991-92 election cycle, Kentucky law prohibited
corporate contributions, but permitted labor organization
contributions and individual contributions of $6,000 to the
state party executive committee and its subdivisions and
affiliates in any one year.

6. The audit staff date-ordered the allocated amounts of all
disbursements made within the two reporting periods during 1991
(Mid-Year and Year End Reports) and within all four quarters
during 1992.



_gse -s me a total of $415,446 in disbursements for allocable

expenses from their noe-federal accounts.

in 199, the nom-federal accounts made disbursements for

allocable expenses totaling $238,485 which should have been paid

from the federal accounts. Attachment 2 at 6 and 13. Of this

amount, the federal share totaled $72,246 and the non-federal share

totaled $166,240.7

In 1992, the non-federal accounts made disbursements for

allocable expenses totaling $176,960. Attachment 2 at 7 and 14.

Of this amount, the federal share totaled $55,276 and the

non-federal share totaled $121,684. Id.8

by making expenditures for allocable expenses totaling

$415,446 from their non-federal accounts, Kentucky Democrats

violated 11 C.r.a. SS 102.5(a)(1)(i) and 106.5(g)(1)(i).

7. During 1991, Respondents' federal accounts made
disbursements for allocable expenses totaling $87,329. Of this
amomt, the federal share totaled $26,199 and the non-federal
share totaled $61,130. One of the federal accounts also made
$1,470 in disbursements for activity which vas 100%
non-federal. During 1991, the non-federal accounts paid $9,646
more in federal expenses than the federal accounts paid for
-reimba.-sd rn-federal expenses. The non-federal accounts

made so transfers to the federal accounts as reimbursements.
Attachment 2 at 6. (See further discussion of transfers
below.)

S. The federal accounts made disbursements in 1992 for
allocable expenses totaling $527,098. Of this amount, the
federal share totaled $190,493 and the non-federal share
totaled $336,605. Unlike 1991, in 1992 the non-federal
accounts made transfers to the federal accounts totaling
$354,084 for the reimbursement of non-federal expenses.
Attachment 2 at 7. (See discussion of the timing of these
transfers at Section--, 3 of this report.) The federal account
also made $121,493 in disbursements in 1992 for activity which
was 100% non-federal.



VIOtf of s ,.s.c. " a(f) m " a() id
11 C..R. S 102.S(a)(1)(i) -use of Z WgumtsmbLe
ftuni to mke Mle e usitru

The Commissiem found reason to belleve Mes'i ts violated

2 U.S.C. I 441a(f), 2 U.S.C. § 441b(a) and 11 C.F.3.

5 102.5(a)(1)(i) by paying for the federal share of certain

allocable expenses from their non-federal accounts which contained

impermissible funds. The audit of the Kentucky Democrats" accounts

found that during 1991-1992 the non-federal accounts used to mak.

allocable expenditures contained impermissible funds. The

impermissible funds in the non-federal accounts consisted of an

excessive contribution from an individual received in October,

1992, and contributions from corporations, non-federal candidate

committees and non-federal political action committees.

In 1991 the non-federal accounts contained $257,786 in

impermissible funds; of this amount none represented excessive

contributions. Attachment 2 at 3. Respondents made disbursements

for federal activity from these accounts totaling $72,246.

During 1992, Respondents' non-federal accounts contained $389,095

in impermissible funds, $6,000 of which was the ezcessive

contribution from one individual cited above, while Respondents

made disbursements for federal activity from these accounts

totaling $55,276. Id. In addition, during the fourth quarter of

1992, the Kentucky Democrats' federal accounts received $11,000 in

impermissible contributions. 9 Attachment 2 at 5.

9. The $11,000 in impermissible funds within the federal
accounts during the fourth quarter of 1992 were from a
corporation ($500), non-federal political action committees
($8,500) and non-federal candidate comittees ($2,000).
Attachment 2 at 3.
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y making $127,522 in disbursements allocable to federal

activity from accounts containing impermissible funds, and by

accepting $11,000 Into their federal accounts, Respondents violated

2 U.S.C. S5 441b and 441a(f) and 11 C.F.R. I 102.5(a)(1)(i).

3. Violation of 2 U.S.C. S 441b - Timeliaits for
Reimbursement Transfers from Mon-Vederal to
Federal Accounts

As stated above, 11 c.r.R. S 106.5(g)(2)(ii) permits

reimbursements by a non-federal account for expenditures made by a

from a federal account for allocable activity, provided that such

reimbursement transfers apply to specific expenditures and are made

within a specified time frame. The regulatory time frames for

N, reimbursements applicable in this matter were 10 days prior to and

30 days after an expenditure for those expenditures made before

Co June 18, 1992, and 10 days prior to or 60 days after expenditures

cO made on or after June 18.

In order to determine whether Respondents made timely

reimbursement transfers from non-federal to federal accounts in

1992, the Audit staff date-ordered the non-federal allocations of

all disbursements from the federal accounts and totaled the amounts

allocable to the non-federal accounts for each date. Attachment 2

011 at 8 and 15-17. The non-federal accounts made eight transfers to

the Kentucky Democrats' federal accounts totaling $354,084 between

April 23 and November 2, 1992. Id. Of this amount $294,900

represents those transfers which were made either within the 10 day

period prior to an expenditure from a federal account or within the

30 day period after such an expenditure; this statement holds true

even for certain expenditures made after June 18.



UoeOver, the first four expenditures totaling $26,149.42

listed on Attachment 2 at 15-17 wre made more than 30 days betre

the first S5,90f tramfer dated ari 22v 1992, with the reult

that $30,1S.26 of that $50,060 tramsfer could not be applied to

those four expenditures. Nor could it be applied to expenditures

made more than 10 days after the transfer. a similar result

applies to $26,566.31 of the $75,000 transfer from the non-federal

account to the federal account on July 2, 1992. The $26,566.31

came too early to be applicable to the expenditures dated after

July 12, 1992.10

Pursuant to 11 C.r.R. S 106.S(g)(2)(iii), any portion of a
transfer from a non-federal account to a federal account which does

not meet the requirements of 5 106.5(g)(2)(ii) becomes a

contribution or loan to the federal account in violation of the

Act. In the present matter, the amount of the Respondents"

transfers from the non-federal accounts which came outside the

10. If one subtracts the amount which the non-federal accounts
reimbursed the federal accounts ($354,064) in 1992 from the net
amount paId by the federal accounts for non-federal expenses
($402,622 - $458,098 in o-federal expenses paid by the federal
accounts minus the $55,276 in federal expenses paid by the
non-federal accounts), a total of $48.739 remains that could have
been reimbursed by the non-federal accounts to the federal
accounts for 1992 expenses, provided it was done within the
repired timeframes. The $48,736 figure ay be further adjusted
by the $11,000 in impermissible funds in the federal accounts that
te Audit staff has a pplied to the non-federal expenses in lieu of
reimbursement. (The $46,736 figure should not be further adjusted
by the $9,646 in federal expenses paid by the non-federal accounts
in 1991 because of the regulatory prohibition on the payment from
non-federal accounts for the federal portions of joint activity.)
Thus, the federal account made a net overpayment of $37,738 in
expenditures for shared activity which could have been timely
reimbursed by the non-federal accounts for the 1991-92 election
cycle, but wasn't. Attachment 2 at 7-S.



.*Wllan' c window was $591SS. Given the presence of impermissible

monies in the non-federal accounts, the uatimelam of temfere

to the amount of $59,1SS resulted in violatios of 2 gr;C, 9 441b.1 1

Ybe one excessive contribution deposited Into the non-federal

accounts was received in early October, 1992, while the $S9,185 in

untimely transfers occurred in April and July, 1992. Therefore,

these transfers did not result in a violation of 2 U.S.C.

I 441a(f).

4. Violations of 2 U.S.C. I 434(b) and 11 C.I.r.
S 104.10(b)(4) - Risreporting of Disbmrsements
for Joint Activity

During 1991-92, Respondents also failed to report properly

disbursements made from their non-federal accounts and federal

accounts in payment for joint activity. Based on a review of

Respondents' reports filed with the Commission, it appears that the

Kentucky Democrats reported the disbursements for joint activity

made not only from their federal accounts, but from their

non-federal accounts as well. Thus, Respondents' reports make it

appear that the disbursements made by the Kentucky Democrats in

payment for joint activity were properly made from their federai

accounts, which was not the case. For example, in 1991

Respondents' federal accounts reported a total of $403,816 in

disbursements for joint activity. According to Audit, however,

during 1991 Respondents made only $87,329 in disbursements for

11. The Commission found reason to believe that Respondents bad
violated 11 C.F.R. 5 106.5(g)(2)(ii)(B). This Office now believes
that the more accurate approach would be that a failure to follow
the requirements of this regulatory provision results in
violations of the Act, not in violations of the regulation itself.



joint activity from their federal accounts, leaving $316,467 in

disbursements as having cone from their non-federal accounts.

Similarly, in 1992 Respondents federal accounts reprted

$1,055,187 in disbursements for joint activity. According to

Audit, however, during 1992 Respondents made only $527,098 in

disbursements for joint activity from their federal accounts,

leaving $528,089 from their non-federal accounts. Thus, it appears

that the Kentucky Democrats included in their federal reports

disbursements for joint activity from both the federal and

non-federal accounts, thereby violating 2 U.S.C. 5 434(b) and

11 C.F.R. 5 104.10(b)(4) by improperly reporting a total of

$844,576 ($528,089 + $316,487) in disbursements as having come from

their federal accounts.

5. Violations of 2 U.S.C. 5 434(b) and 11 C.F.R.
5 104.10(b)(3) - Fictitious Transfers

This Office has found that in 1991 and 1992 Respondents

reported several transfers between the non-federal and federal

accounts which did not in fact occur. According to the Audit

Division, in 1991 Respondents made no transfers between the

non-federal and federal accounts. However, on the Kentucky

Democrats' 1991 Year End Report they reported an aggregate total of

$306,044.72 in transfers from the non-federal accounts to the

federal accounts for joint activity. Similarly, for 1992 the Audit

staff determined that by September 30 Respondents had made

transfers from their non-federal account to their federal accounts

totaling $210,000. Attachment 2 at 15-17. Respondents, however,

reported on their 1992 October Quarterly Report an aggregate



Vlr-to-date total of $362v710.81 In transfers from the aoa-"ral

to the federal accounts for joint activity. Thus, in 1991 ad as

of its 1992 October Quarterly Report Respondents reported

fictitious transfers totaling $458,7S5.53 ($306,044.72 plus

$1S2,710.81 ($362,710.81 - $210,000)), in violation of 2 U.s.C.

5 434(b) and 11 C.r.. S 104.10(b)(3).

6. Violation of 2 U.S.C. 5 434(b) - Nis-Reporting
of Debts Owed

As is discussed above, the Commission's regulations

prohibit any expenditures for joint federal and non-federal

activity to be made from a non-federal account. Rather, such

expenditures are to be made by federal accounts, with any

reimbursements by the non-federal account for the non-federal

portion to be restricted to prescribed time limits. If

payments for joint activity are initially made from a

non-federal account, the payments do not result in a legitimate

debt owed by the federal account for the federal portion

because they should not have been made from the non-federal

account in the first place. This latter, improper scenario is

not rectifiable, including by the reporting of debts owed.

On their 1992 July Quarterly Report, Respondents declared

that the amount of $33,854.22 was owed by their federal

accounts to their non-federal accounts. On November 23, 1992,

the Kentucky Democrats filed an amended 1992 July Quarterly

Report which stated that the debt to the non-federal account

had been repaid in full and was disclosed on the 1992 October

Quarterly Report. By then the Kentucky Democrats had filed



theit 11 @teo* Ourterly 3pert dtsel~iny Nilt
the debt assertedly owed to the non-federal account, but had

omitted ths debt activity from the Sehedule a filed witt that
report. In response to a request for additional information

('RAI') questioning Respondents' apparent failure to disclose

this debt on a Schedule D, the Kentucky Democrats filed a

corrected Schedule D on May 12, 1993, disclosing the payment of

the debt which had been reported as owed to the non-federal

account. 1

Given the regulatory requirement that all expenditures for

joint activity originate with a federal account, all of the

payments made directly from Respondents, non-federal accounts

for joint activity were impermissible and thus did not create

legitimate, reportable *debts* under the Act. By reporting

debts of $33,854.22 as "owed" the federal accounts when those

debts did not legally exist, Respondents violated 2 U.S.C.

5 434(b).
13

12. Because it was unclear from their reports whether the
$33,854.22 debt reported by Respondents was an accurate
representation of expenditures and whether this amount had, in
fact, been paid, this Office requested that the Audit Division
staff analyze the Kentucky Democrats' records for purposes of
clarification. According to the Audit staff, while there was
no transfer of funds from the federal accounts to the
non-federal accounts during the period in which the asserted
debt was reported as repaid, the Kentucky Democrats had made a
series of payments from the federal accounts for allocated
non-federal expenses which in amount offset the amount reported
as a debt owed the non-federal accounts. Attachment 2 at 8-9.

13. The Audit staff also determined that the actual amount of
debt owed by the federal accounts was less than the $33,854.22
reported by the Kentucky Democrats. According to Audit, the
federal share of expenses paid by the non-federal accounts for
the period of 1/1/92-6/30/92 was $24,901. Attachment 2 at 9.
The non-federal share paid from the federal accounts for this
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In regard to the Commission's findings that Respondents

violated 11 C.r.R. I 106.5(d)(1) by failing to properly

allocate payments for administrative expenses, the Audit staff

determined that, while Respondents applied the appropriate

ballot composition method, they failed to allocate the correct

proportions to the federal and non-federal shares. Respondents

reported the federal share as 33.33% and the non-federal share

as 66.66%. The Audit staff, however, calculated the federal

share at 30% and the non-federal share at 70%. Because

Respondents under-allocated their non-federal share and because

the variation between Audit's calculations and the Kentucky

(Footnote 13 continued from previous page)
period ($140,546) was $15,546 in excess of the amount
transferred to the federal accounts ($125,000). Id. Thus, the
amount reported as loved by the federal accounts-'o the
non-federal accounts at 6/30/92 was in fact $9,355 ($24,901 -
$15,546), not the $33,854.22 reported by Respondents. Id.

This Office notes that the amount actually "owed" by the
federal accounts to the non-federal accounts ($9,355) had been
compensated for as of September 30, 1992, the date Respondents
assert the debt had been paid. Specifically, as of
September 30, 1992, the non-federal accounts had disbursed
$48,826 for expenses attributable to federal activity.
Further, the federal accounts had a surplus of $59,8 94 in
unreimbursed non-federal expenses. Therefore, by September 30,
1992, the federal accounts had compensated the non-federal
accounts for the amount Oowed" as of June 30, 1992 and were in
a surplus position of $11,068 ($59,894 - 48,826). By
December 31, 1992, the non-federal accounts had made
expenditures attributable to federal activity totaling $55,276
for the year and the federal accounts had paid non-federal
expenses totaling $104,122 for which they were not reimbursed.
Thus, for the remainder of the Audit period, the federal
accounts did not *owe" the non-federal accounts. Attachment 2
at 9.



somleat' We slight, this Office does not recoOMen p6tswit

of a violation of 11 C.F.R. S 106.5(d)(1) in conciliation.

8. II1A I

Based on the report from the Audit Division, the Kentucky

Democrats failed to pay the entire amount of allocable expenses

from their federal accounts. Instead, they used non-federal

funds to pay for joint activity during the 1991-92 election

cycle, in violation of 11 C.F.R. SS 102.5(a)(1)(i) and

106.5(g)(1)(i). Specifically, during 1991-92 the Kentucky

Democrats made $415,446 in disbursements for allocable expenses

from their non-federal accounts which should have been

initially paid from the federal accounts.

Additionally, Respondents during 1991-92 made

disbursements for federal activity totaling $127,522 using

monies from the non-federal accounts which contained

impermissible funds. These disbursements resulted in

violations of 2 U.S.C. 55 441a(f) and 441b(a) and 11 C.F.R.

5 102.5(a)(1)(i). Further, during the fourth quarter of 1992,

the Kentucky Democrats accepted $11,000 in impermissible

contributions into a federal account, in violation of 2 U.S.C.

5 441b(a).

In addition, during 1992 the Kentucky Democrats failed to

make two transfers totaling $59,185 from their non-federal

accounts to their federal accounts within the required time

frame. This untimeliness of transfers from the non-federal to

the federal account resulted in additional violations of

2 U.S.C. 5 441b.



Moreover, the Kentucky Deiocrato violated 2 U.S.C.

I 4341(b) and 11 C.F.R. S 104.10(b)(4) by improperly report a

total of $644,576 in disbursements for joint activity as hving

come from their federal accounts.

Further, Respondents reported fictitious transfers

totaling $458,7S6 between the non-federal and federal accounts

during the 1991-92 election cycle, in violation of 2 U.S.C.

S 434(b) and 11 C.F.R. S 104.10(b)(3), and reported as debts

amounts which had been initially but improperly expended on

allocable activities by Respondents' non-federal accounts, in

violation of 2 U.S.C. S 434(b).

D. Other Issues

In addition to failing to comply with the allocation

regulations, Respondents have not reconciled a discrepancy

between closing cash-on-hand reported in their 1990 Year End

and opening cash-on-hand reported on their amended 1991

Rid-Year Report. See First General Counsel's Report dated

September 16, 1994. To date, Respondents have provided no

documentation to reconcile this cash discrepancy, nor have they

filed any comprehensive amendments to clarify it. Thus, no

evidence has been supplied which is counter to the Commission's

findings of reason to believe that Respondents violated

2 U.S.c. 5 434(b) by failing to provide accurate information in

this regard on reports filed with the Commission.

Finally, the Commission found reason to believe that

Respondents violated 2 U.S.C. 5 433(c) by failing to report to

the Commission any and all changes in treasurer within 10 days
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Signature of the desiognatd treasurer on al ez"ts. in their
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IV. m_ n tIC

1. Enter into conciliation with the Kentucky State
Democratic Central Executive Committee and Clay Patrick,
as treasurer, prior to a finding of probable cause to
believe.

2. Approve the attached proposed conc tion agreement
and appropriate letter.

/X
Date 'c .

/ deneral counsel



Staff embers Am. A. Weimbor



FEDERAL ELECTION COMMISSION
WASHIN TON. DC 20f3t

IAWR N. NtZlLAV/AtZPK IL U

MA IW.m LISA R. DAVISe

APRIL 23. 1996

M'U 3637 - COUUSULS RXPORT
I ' -DAt APRIL 17, 1996.

11w above-captioned docam wa circad ID the Comiusio
on: !UURSAY, APRIL 18t 1996 at 4:00 p.m.

Objections) have be WAr eivd-u firm, the, o s) a
Wnced- by the name(s) checked below.

*O1mm711 "Akmu

Cvnnisiwonw MckDonad

.omnowl"

m

m

m

Commissioner Thomas ___

This -m , will be placed on the agenda for:
!UUSAY, N4AY 7, 1996

IP notify us who wil repr se-I ym Division before t e
on this nrs. Think You!

Com
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n thmt of

1 d afts Damorattic
-- ~ Prick astteeand CUW fttrjako as treasurer

MNM 3637

1. Mrjorie w. mons, recording secretary for the

sa1 lectio Ci Mssi8O executive session on May 14,

1996o do heray certify that the Coission decided by a

vote of S-0 to take the following action in UNM 3637:

1. jmter into conciliation with the Km k
State Dmocratic Central vecutive cAittee
am Cay Patrick, as traurer, prior to a
finding of probable cause to believe.

2. Appwe the proposed conciliation agzet
and upropriate letter rece d in the

mralCounsel's April 17, 1996 report

(continued)

-~~;
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0tLug M UMr 3637
aw 14rlG

Comissioner* Aikmo. 321Uott, ~~.UWy

and Tbias voted affiz atively for the decAsim.

Attest:

£fw eDate
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Wked T. IM-sm. Gonad Coinued

292N F-0 Sqinm
P.O. 9BK63
Buliuim, Kucay 41005

RE: MUR 3637
-- r~uu sum Dmd.- ~cuald Thweuw Cmmime md

Clay Pauick. - blmr

C, Dm Mr. McKim

Ou Selitl 27, 1994, the Federal Elem Cos fouAd to blive due
the Koky StDmf Cmwd Execude ComeC osmue)dClay
P ick. n - 2 US.C. f 433(€), 434(aXI), 434(b), 441s(&, ad 441b(s) md
II CF.L if IO.S(aIX), 104.10(b)3), 104.1b)4)6 16.(dXl), 1.5(|Xi) d
106-2ZX'X3). On MW 14,19- .. * me mfti-so o

Arpic1 sa cufionerm a e1 m meos w piw 10 a ~m

of pre am ftSo ve

Ec iss cinlio aplm th h Cmlis hemqps w h is s of
this w, i &A

-- adr. q wihpvp ofsBW
this N-. 1f=i ims bk. pir ars pm m 0 in hum i
Sapai d yeme sup ua sdms with is itsil y s sCo as iIM. Of

ddue pli~iisww to a indin of probabk e om to bell e uH lismd
to a nmxumi of 30 days, you siwMl mepon m * 16 1his uwufcaismos -posi&
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FEDERAL ELECTiON COMMISSION
WASHII*ION. D.C. 20)

Mw 30. 199

SENT BY FACSIMILE AND
FIRST CLASS MAIL

Michael T. McKinney, General Counsel
Kentucky State Democratic Cenral

Executive Committee
2922 Washington Squm
P.O. Box 688
Burlington, Kentuwky 41005

MUR 3637
Km sucky e Demorl
Cenral Executive Cowaimec

and Cay Pick - ueti

Dear Mr. McKinney:

I am writing in mspone to questions h y=u pored wam ow m
conversation yesterday ccemq mins of d19 At of11 KCI y SN IcrNIC
Central Executive aamittee (" tc I , vi w ---- by Ut
Commission in conection with MUR 3637.

According to the Audit Division, youm z ct in your uso eim dot on
was no audit letter set to the Conunic . Isues wlichl w n me e i wanik ,,
however, discussed with Clay Patrik md Picia Goin b cxit

Among dse issues discussed were th deposits of :i----I f i. Ut
Committee's fedal accounts A listing of such aplseely. deposits
totaling $12,500 was presented at the exit conference. Since te th list bm hees
reduced; it now consists of the ibllowing items:

Friends of Jeny Abrunson PAC 10/09/92 1,000
Lawyers for Better Govt. PAC 10/13/92 5,000

Cekratwg d* Comnssii's .'V~h Annhvwy

S Y. TOOY AND TOAXONNft
DEOCAIW 10 IPNG nE PWLK WNOEO

~. ~ -



Iffid T. Mc Ki um y, Gum Couel
Page 2

Fries, ofDave Armsmig 1013/92 1.000
Samoam COMcPuy 10/13/92 500
Ky Ste Diblict Cmi of 10/13/92 250

aa~
Ky SteDWt i Comcil of 10/13/92 250

Kewmky Attrneys' Political 10/26/92 2,000
Adkm Trust

A] BcmeC mp'g, Fuad 12/11/92 1.m

$11,000

Sincerely,

Anne A. Weissenborn
Senior Attorney
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Hie. A c A. Wiuda

Fcdnd kia Cmoini
VFa *i , -a D.C. 2463

RE: NUR 3637: Keuuy Sloe D - de Cetrd Ee Cs e and Cloayr&, a
Trmmwe

Dcar Ms. Wco -::

In acordaac wid my =mom ... 3o ) I caado~mg how a coy of dw mns IN
Rqon of amD '-.i.m, UaW c ali~d Siuy P Ar u Kcamky Soc
Dcmocatk Cmra £c Cim. Ya wil oMe ie 1 | d ft ym ft INk of lmiIm

ft Fm * mmi pq.m of do c"l pmy. immm a -s = bind u d k
was fr " -mo I el ! do K =m* I"MM peieD

Tuk yo for ym cod wmy o md ym

rmM
Enciosure
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Seior A,9y

Federa Election Cmaon---
Wad hhom, D.C. 20463

VIA. Fax No. (202) 219-3923

RE: MUR 3637
Ktucky St' c1r] CNr bsEU Cuma w md Ow rk , n Trmuw

Dear Ms. ink 0 1119:

in K wducW rih ow eedir tuloh coumm ti . edaud bwwh p . fd copies of te
actal bank uanmsem for tme vuriousb tk a mm of** Kentuky Do cn:k: Pany. IT mmd

remind you that each of fte amcnts is mldjsc to additm chaeck writ aping ec sudh account
since the closing date of t1e bw m 1uem 1).

Checking Account b a raIa ar f om-lor i ummi fukm the "doNhr check-of" 30rM.
Thw curret balance on the I 1-29-96 * . . Is MI39.

Checking Acs "Vietory 96 T r ,Acu " is a frmr am mm awaic e tbar
mies and is daipmnd for edmlniWMi um eoiy. "1w rml be oath. 11-29-9 husk
=mm is S3,645.27.

Checking Accom is S eos-ftier & m of mO com 1. The c w1lrmtbob= om i 11-29-

96 hank tame s $69,746.04. Apim. I wOld advie dt hew wil be o fti chcks Wing
thL% halaace.

Checking Acount is a mo-federa "ot" money accmnt esp for adnimai
pwpow. The curren bslam on the 11-29-96 baik mmem wis$12,.'.

Checking Account is due uin ede account. The cr balace on dw 11-29-96 bank
statement Is $6.17.45.

Checking Accout is the Building Fund acoum For ste corporation knowa us Kenuck3y

Democratic HcaskuFreI s Inc. and is Utilized mledy kr te opas nd nal mancc of the Stale
Party headquarts

Tlunk you for your courmy to mn during the courn of ibis wmAw.
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Pf Bel 694
FIANFORT i 40602-C694

I . .l Illl I

INTEIREST CHNIIG
ACCOUNT:

11101196 TMU 11129196
DOCUNEINT COUNT: 0

E~. Ia-L

IO416EST CHING PCCOUNT

DESCRIPTION DEBITS C0ESITS bATE BALANCE

BALANCE LAST STATENEN - 10131/96

92"S0i 5.DoC.O0 11101196

DEPOSIT SCC.00 11125196

INTEREST 1C8.85 11129196

BALANCE THIS STATEPtNT ****.****************** 11129/96

TOTAL CREDITS
U") TOTAL IEBITS

(3)
(0)

S,608.f5 PINIPUR EALANCE
,CC AVG AVAILABLE BALANCE

AV!RAGE EALANCE

50370.02554370.0
55.70. 02
55978.87
55.978.87

55.3C.02
54.?41.33
5 5.45t..ZZ

. . .. .wINT E aE S 4 .....

AVINAGE LEOGER BALANCES
AVEmAGE AVAILABLE BALANCE:
~INTErEST PAID TNIS PERIOD:
INTEREST PAID 1956:
TAX ISEkTIFICATICN HURER:

55.045e.22
540745.3!

52d.as

INTEREST EARNED:
OATS IN PEIIOD;
ANNUAL PERCENTAGE YIELD

1 C8.8529
EARNED: 2.53Z

.toI1 fwd .1. ~vMTa ~ ~ ~ ~ STRSAI SCokcwPEo-.M QPoC1 Wow~ mPV =i spiz
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J,
KMhTUCKY sap@CRATIC PAIIT
P0 001 694
FRANKFORT KY 4060"2-694

,f "o em m. to
- poc F

INTEREST CUKNG
ACCOUNT

11101196 ThU 11129/96
DOCUSN"T COUNT: 579

W iAfi I&

INiEIEST CUKIN6 ACCOUNT

GESCEIPTIGN DEBITS CREDITS DATE BALANCE

CHECK A 406?
CHECK 0 4220
CHECK 0 4221
CHICK I 3717
CHECK a 3788
CHECK I 4025
CHECK A .974
CHECK 5 1135
CHECK a 4225
CHECK a 4218

c CHECK 0 4224
CHECK a 3237

N CHECK A 3316
CHECK 1 4222
CHECK a .698
CHECK 0 3964
CHECK f 40?6
CHECK I 4006
CNECK A 4091
CHECK a 4092
CHECK 8 4227

0- CHECK 8 4223
CHECK N 4155
CHECK 0 !840
CHECK 8 !981
CHECK a 299?
CHECK a 4233
CHECK 5 !295
CHECK 8 4236
INTEREST
BALANCE THIS S

TOTAL CRED1TS
TOTAL UfUITS

75.00
1.117.76
1.120.23

20000
20000
is w0
15000

179040
575.81
712.77
720.77
757.17

1 o5 86w69
3.C28086

20.00
25.0
25.00
5000
30a00
75.00

553.33
350.00

2.95
;0.00
15.00
M500
375.00
SC0o00
e40.00

TATENENT **

11/25/96
11125/96
11/ZS/96
11126/96
11126/96
11126/96
11/26/96
11126/96
11126196
11/26/96
11124/96
11126/96
11126/96
11126196
11127196
11J27/96
11127196
11127196
11127196
11127/96
11/27/96
11127196
11129196
11129196
11129/96
11129196
11129196
11129196
11129196

122.07 11129196
...... 11129196

(15) 232,843.60 PININUN BALANCE

(582) 265o770.32 AVE AVALABLE BALANCE
AVERAGE BALANCE

* C O N I I N U E 0 * * *

19*7.36.19
18,618.43

17,468o20
17&448.20
17o423.20
17*373.20
170153.80
16o617.92
1509c.15
15#184038
14,427.21
12,840.52
9,111.66
9o791.66
9 ,?t6066
9.741 66
9,691.66
9,641.66
9#566.e66
9,013.33
8453.33
8.450.38

8o4!0.38
8,4G5.35
8*210.38
7,835.38
?-335.38
6,,65.38

6,817.,45
6817.45

6,d95.38
61.85085
66,104.18

I S ii~gAVg~ ;1, P .t l 1 W6 ~ ~-
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L ENTUCKY DINOCATIC PARtY 6

J30O
0
0

INEIEnST CHING /
ACCOUNT: -..,

lima ofsgWo m

M&Qlmptw
11101/96 TNRU 11129196

DOCUMENT COUNT: 0

atilt 18• UUSIuUUS3S6U3U33U3l3alttl allmlailuu#8tlllinu.~.i......&di a

INTEREST CNKING OCCOUNT

DESCNIPTION BEBITS CREDITS DATE EALANCE

BALANC| LAST STAIEP|NT *.o.....oooo**o*oo*****o ..... 10131196
INTRi s; 25.16 11129/96
BALANCE TINS STATEPENT ooooooeoooooo*ooooooo*ooo° ..... 11129196

TOTAL CE9ITS
TOTAL 95111

(1)
(0) 23.16 pINIRu BALANCE

.O AVG AVAILABLE BALANCE
AVERAGE BALANCE

12o655.54
1,680.7012,680.70

I 2PCSS,54
12.6 5.54
12.655.54

- nonmW- INTEIEST----------------

IF' AVERAGE LEIGER BALANCE:
AVERAGE AVAILABLE GALANCE:
INTEREST PAID THIS PERIOO:

cc INTEREST PAIl 1996:
TAX ISIIIIFICATzcN NUNBEE:

12.655.54
12655S.54

25.le
4Z2.4E

INTEREST EARNED: 25.16
GAYS IN PERIOD: 29
ANNUAL PERCENTAGE YIELD EARNED: 2,53Z

£ ~ Eu~4~ ~'Y0wST nl 0*Pj Wfl ISDAY3S T th *TS COS(O CDOARnECT NO1~ ISXtE REif#N S#X FOR MWNPAa swam"



KghTLCKI SEICCUATIC PFNTVL.

C€.TRAL EZICUUVI 1
PC SCX 694
FIXKFCIT KY 40602-C694

10p
INTEREST CNKING
ACCOUNT:

11101196 INEU 11120/96
DOCUnENT COUNT: 12

PAGt I

INTEBEST COKING ACCOUNT

DESCRIPT ION S EU ITS CtESITS DATE

BALANCE LAST STATEPINT ***-*** .*....---****** 10131196

DEPOSIT 15,CCC.CO 11101/96

CNECK a lolla 5C.C 11101196

P. CNICK a 1CIZc €(0.00 11/01/96

CnaCE I 1C135 1..€0.0C 11/01/96
:' CIECK I 10131 40,CC0.00 11/01/96

CNSCK a 1G119 SCO.00 11105196

U CHECK 0 1"137 1(0.00 11105/96
CHECK 5 1C133 6oCCO.00 111a5/96

CHECK • 11C, cC0.0C 11106/96

co DEPOSIT 2.500.00 11107/96
DEPOSIT 5006.O0 11/07/96

CHECK * 1C136 4C0.0C 11107/96

CNICK I 1C142 !C0.00 1110E/916
r CHECK • 1C143 70eCCO.00 111 11/96

CUICK a 10139 4(0.00 11/12/96

D IEPOSIT 350.00 1115196

IEP CCOIECTICh 1C/Z WRONG ACCT I 42,32C.CO 11121196

&!POSIT 170.00 11125/91.
I INTEREST 126.89 11/29/96

BALANCE THIS STAEPEUT mw ................................... *** .... 11/29/96

TOTAL CSEIITS
TOTAL t5EIT$

(7)
(12)

650.466.C
1 zo.95c.ce

P[UEFUR iALANCE
AVG AVAILABLE BALANCE
PVERAGE BALANCE

125.2;9.15
1 40,2 29. 15
139.729.15
1 .9.229.15
137,979.15

97.979*15
97.4 71.1 5
96o879.15
90,879.15
90.379.15
92,,819.15
97,879.15
97,479.15
97,179.15
27.1 79.15
26.7 9.15
27.1 29.15
69P449.15
69o619.15
69,74".04
69,746.0e4

26.077.5
63. 117 2
64C81 .0

YOUR CFCKS SS4UEhCE§

DATE...CPECK I......ANUNT SATEo..CDECK 1.*...A"OUNT *ATE...CHKECK 8 ...... AIOUNT

500.CO 11/G1
506.CO 111C?
500.CO 11/05

6.00C.CO 11/01

1C136

10137
101!L

1o250.C0 11112
4CO.CG 111C6
6CO.CC 11103

40.00000 11111

1013!9
101'4c
10142
10143

40q.CO
c"q.00

7C E04.00

(*) IuIct1[ES a CF to CIECK %UNDER SEG LINC
* * * C C 9 T 1 N U E D

.*W~ U ~in~4 7*4 11* S~C~? ~ W

mm

EALA1CE

11131
11135
11/31
11/35

'cli,
1C204
1C133"

m



I30-0
19

0E6TUCIKV l a C~ liC Pi8T
PO R T 4040Z"0694
FRANKF!ORT KT *0wf9

m .qm.gm
- FO~

INTgli" MRING
ACCOITS

11/5196 TI13 11129/96
bOCRINiT COMTs 19

aMt 9

I4IE8EST CMKING OCCOUT

DESCRIPTION SlITS C4iEITS *ATE EALARCE

SALANCE LAST STATEMENT *******-***'*.*'*.**.** ***'**"* 10/31196

ChiCK a-129 f.sS.0O 11108196

CHECK a 143 3C9.39 11/12196

CHECK a 140 f12.8 11112196
CHECK 5 141 2.!17.09 11112196

CHECK 8 147 4!9.70 1111319d

CHECK 0 1!4 7!4o49 11/13/96

U') CHECK I 139 1,1Z3.60 11113/96

CHECK 0 133 7.90 11/15/96

C) CHECK I 145 45.00 11115196

CHECK 5 116 15.50 11/1896
€o CHECK 1 1414 ..00 1171/96

CHECK 5 138 49.90 11/18196

' CHECK 8 137 16000 11/15196

CHECK a 14 167.73 11118196

CHECK M 135 MlO.OG 11111J96

q- CHECK a 146 426.00 11/18196

CHECK 8 142 278.04 11/20196

C SEP CORMMCTION 1I/2 mens ACCT 0 4o780.00 117Z1196

NSF FEE CIANGE 15.00 11122196
I CHECK A 132 117.33 111Z6/96

CHECK a 149 134.49 11/26/96
INTEREST 8.53 11/Z9196

SERVICE CNARGE 10.OC 11/29/96

BALANCE TNIS STAIEPENI * 11/29/96

TOTAL CREDITS
TOTAL OIflTS

C2)
C21)

4.788.53 PIK4PUN BALANCE
8.S17.6t AVG AVAILABLE SALANC€

DV'RAGE EALANCE

7o374.38
6.719.38
604C9.99
5.797051
3.,4C0.42
2.960.7?
2,226.23
1,1 C2.63
lo094.73
1.049.73
1.0!4.23
1,0Cl .23

951.33
875.33
?C?.6G
437.60
11.60

2t6.44-
4.513.54
4,.498e54
4#381.23
3.646.74
3.45027
3645.27
3,645.27

266.44-
4.288.65
4o286.65

1uu*ut ghztuuusul an us u matuwi ttt

YOUR CHECKS SEQUENCED

a mt a ma a a finus lal sewAR U tstu U tttlt tAttttNtCK a AM l SS t E00,CNECK 8MSNSWSS
SATE ... CHECK *t....ooANOUNT *iATEo..CHECK I*.....ANOQUhT *ATEo..CI CK a......AuIOuU1

6SSoCO 11/26 132 117.33 11/15 133 7.90

*. * C O N TI N U * t *

A & mwwEEQ~ t~dC.3 S ml S CO c ; -t M.

11103 1 29*
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)
Keucky stme S Ctafi ) MUR 3637

Clay Pouk m u - )

GENERAL COUNSEL'S REPORT

L BACKGRIM.D

Anadwd is a conciliaion agreement submitted by the Kentucky State Democratic

Cenual Exmiw Co-me inM Clay Pamck, as tmur, ("Res deat") and signed by

Robert A Babbg , Jr.. Chirman. (Attachment 1).
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1. Acpt Am" e a heW --m-WI 1 -1 ia' nt 1 h wM n Kaudcy Sam
Desncnnic Ce xecal Excuti Comittee and C Parick, n u'w .

2. Close the file.

3. Approve the appropriat letter.

~V24f I
Gene Counsel

Attachments

1. Conciliation Agreement
2. Bank stMements
3. Summay Pages, 1996 Year End Report
4. Schedule C

Staff Assigned: Anne Weissenbom

Date



amp=az. uzECIw01 coimzsszon

In the MNtter of

Kentucky State Democratic Central
Executive Comitte and Clay
Patrick, as treasurer.

NUR 3637

I, Marjorie W. Emmons, Secretary of the Federal Election

Commission, do hereby certify that on February 13, 1997, the

Comission decided by a vote of 5-0 to take the following

actions in MUR 3637:

1. Accept the conciliation agreement with the
Kentucky State Democratic Central Executive
Committee and Clayton Patrick as treasurer,
as recomended in the General Counsel's
Report dated February 7, 1997.

2. Close the file.

3. Approve the appropriate letter, as
recomended in the General Counsel's Report
dated February 7, 1997.

Comissioners Aikens, Elliott, McDonald, McGarry, and

Thomas voted affirmatively for the decision.

Attest:

Date
Secr ary of the Commission

Received in the Secretariat: Fri., Feb. 07, 1997
Circulated to the Comission: Mon., Feb. 10, 1997
Deadline for vote: Thurs., Feb. 13, 1997

4:01 p.m.
11:00 a.m.
4:00 p.m.

bjr

/ : 7, :

z



UAFE AL ELECTION COMMISSION

February 19. 199?

bismd T. AcMsy, 2
P.O Das U
2922 Wadi enSqnw
Dim% Katucky 4105-OMS

RE: MUR 3637
K-emt Swe lemo

Cetml gec CAmife
Cly Pgrick, as um.

De M. Miny:

On Februuy 13, 1997, the Feda Election Commission ("the Comissin") accepted
the siped ouciliation aeaI and civil penalty submied on your cies' behaf in
setemem ofviolation o(2 U.S.C. if 433(c), 434(aX 1), 434(b). 441a(f), mad 441b(a), uad of
II C.F.R. ff 102.5(aXIXi), 104.10(b)(3), 104.10(bX4), 106.5(dXl), 106.5(gXl)(i) ad
106.(g)(2 B), vIu ofd eaa Election C Ig Act of 1971, as ameed
(*the Ac) mad of the C im 's P ga ioam Accordingly. the file bas been closed in his
maitter.

i P.-- m-Iy atviuu g 2 U.S.C. f 437gda(l2) no lg aply and dis maW
is now p h, m d he in file mus be placed an the pubic recoad wi n
30 days, hs could omw a foy owee cutfcalo of the C - 's ve. If yOU
wish w mm y l iwl aitais io on w puMic md, plm, do so as war
as p ito'le W he fibe ma be plmed am th pubic e d bef YOMiv -a
miat my puniull mula will be added to the public c nd upyon n,

l-6 Ia'm daive i- M iu1 wih my cco ilio auM pt will not becone public
without the wrium amna daf fteqoad mand the Cwmmission. S 2 U.S.C.
f 437g(aX4)(B). Tw =dod --ionIF Pemez, howvC, will eme a part of the pufic

Faclowd y l n wil a =py o e fully execus cdcilialo a for your file.
We rmimil yonr clis dodo hA w3 meyw on the civil penalty is due on May 30,1997, ml



hm ad imelyubansftrs for wik ~ ~ pvd3i0M myou haw any quesions, peam ma (22) 219.

Sincerly,

Anne A. Weismbom

Senior Attorney
Encloswe

Conciliadw Apeenem

0
'C).

C)

cO

',

Oll



F9 3 I 4sM 91
B3701 TE IURID L IUCTION COUMBSION

In the Matter of )

Kentucky State Democratic Central ) MUR 3637
Executive Comnittee and Clay Patrick, )
as treasurer )

CONCILIATION AGUN

This matter was initiated by the Federal Election

Commission ("Commission"), pursuant to information ascertained

in the normal course of carrying out its supervisory

responsibilities and to a signed, sworn, and notarized complaint

by the Republican Party of Kentucky. The Commission found

reason to believe that the Kentucky State Democratic Central

Executive Committee and Clay Patrick, as treasurer

("Respondents"), violated 2 U.S.C. §§ 433(c), 434(a) (1), 434(b),

441a(f), 441b(a) and 11 C.F.R. § 102.5(a) (1) (i), 104.10(b) (3),

104.10(b) (4), 106.5(d) (1), 106.5(g) (1) (i) and

106.5(g) (2) (ii) (B).

NOW, THEREFORE, the Commission and Respondents, having

participated in informal methods of conciliation, prior to a

finding of probable cause to believe, do hereby agree as

follows:

I. The Commission has jurisdiction over Respondents and

the subject matter of this proceeding, and this agreement has

the effect of an agreement entered pursuant to 2 U.S.C.

5 437g(a) (4) (A) (i)



II. Respondents have had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondents enter voluntarily into this agreement with

the Commission.

IV. The pertinent facts in this matter are as follows:

1. Kentucky State Democratic Central Executive

Committee ("Kentucky Democrats") is a political committee within

the meaning of 2 U.S.C. S 431(4).

2. Clay Patrick is the current treasurer of the

Kentucky Democrats. Bill Johnson is the previous treasurer of

the Kentucky Democrats and the acts complained of and which are

the subject of this Conciliation Agreement occurred largely

during the tenure of Bill Johnson as treasurer from

approximately July, 1991 through September, 1992.

3. The Federal Election Campaign Act of 1971, as

amended, (the "Act") requires each treasurer of a political

committee to file reports of receipts and disbursements with the

Commission. 2 U.S.C. § 434(a).

4. The Act recuires that each report disclose for the

reporting period and calendar year the total amount of receipts

and disbursements by certain identified categories. 2 U.S.C.

§ 434(b)(2) and (b)(4). The Act also requires that each report

disclose the amount and nature of all debts owed and all debts

repaid. 2 U.S.C. § 434(b)(8). Pursuant to 2 U.S.C.

§ 434 (b)(1), each report must disclose the amount of cash-on-

hand at the beginning of the reporting period. See also

11 C.F.R. § 104.2(a) (1) .



5. The Commission's regulations require that

committees, such as the Kentucky Democrats, that have

established separate federal and non-federal accounts make all

disbursements, contributions, expenditures and transfers in

connection with any federal election from their federal

accounts. 11 C.F.R. S 102.5(a) (1) (i).

6. The Act prohibits corporations and labor

organizations from making contributions in connection with

federal elections and prohibits political committees from

knowingly accepting such contributions. 2 U.S.C. § 441b(a).

7. The Act also provides that no person shall make

contributions to a party committee's federal account in any

calendar year which in the aggregate exceed $5,000, and that

political committees shall not accept contributions in excess of

the statutory limitations. 2 U.S.C. §§ 441a(a) and (f).

8. In addition, a party committee that has

established separate federal and non-federal accounts must pay

the entire amount of an allocable expense from its federal

account and shall transfer funds from its non-federal account to

its federal account solely to cover the non-federal share of

that allocable expense. 11 C.F.R. § 106.5(g)(1)(i).

9. For each transfer of funds from a committee's

non-federal account to its federal account, the committee must

itemize in its reports the allocable activities for which the

transferred funds are intended to pay, as required by 11 C.F.R.

§ 104.10(b) (3). 1 C.F.R. § 106.5(g)(2) (ii) (A). Prior to

June 18, 1992, such funds could not be transferred more than



4o4

10 days before or more than 30 days after the payment for which

they are designated was made; beginning on June 18, 1992, the

latter time period was extended to 60 days. Former and present

11 C.F.R. S 106.5(g)(2)(ii)(B). When the requirements of

11 C.F.R. S 106.5(g) (2) (ii) (A) and (B) were, and are, not met,

any portion of a transfer from a committee's non-federal account

to its federal account is presumed to be a loan or contribution

to the federal account, in violation of the Act. 11 C.F.R.

§ 106.5 (g) (2) (iii) .

10. A political committee that pays allocable

expenses in accordance with 11 C.F.R. § 106.5(g) must report

each disbursement from its federal account in payment for a

joint federal and non-federal expense or activity. 11 C.F.R.

§ 104.10(b) (4). The committee must report to the Commission the

date, the amount and purpose of each such disbursement, along

with the full name and address of each person to whom the

disbursement was made. Id.

11. A political committee that pays allocable

expenses in accordance with 11 C.F.R. § 106.5(g) must also

report each transfer of funds from its non-federal account to

its federal account for the purpose of paying such expenses.

11 C.F.R. § 104.10(b) (3). The committee must explain in a memo

entry the allocable expenses to which the transfer relates and

the date on which the transfer was made. Id.

12. In addition, the Act requires the signature of

the designated treasurer on each report filed with the

Commission. 2 U.S.C. § 434(a). The Act also requires each



political committee to file a statement of organization with the

Coummission within ten (210) days of becoming a political

committee. 2 U.S.C. 5 433(a). Included on this statement of

organization are the name and address of the current treasurer

of the committee. 2 U.S.C. S 433(b)(4). If there is a change

in the information previously submitted on a statement of

organization, political committees are required to report to the

Commission Buch a change no later than 10 days after the date it

took place. 2 U.S.C. § 433(c).

UO 13. Respondents failed to pay the entire amount of

C_ allocable expenses from their federal accounts and, instead,

U-) used non-federal funds to pay for joint activity during the

C 1991-92 election cycle.

14. Specifically, Respondents made $415,446 in

disbursements from their non-federal accounts for allocable

expenses which should have been initially paid from the federal

O accounts.

15. During 1991, Respondents made disbursements for

0" federal activity totaling $72,246 from their non-federal

accounts which contained impermissible funds. In 1992,

Respondents made disbursements for federal activity totaling

$55,276 from their non-federal accounts which contained

impermissible funds.

16. During 1992, Respondents accepted $11,000 in

impermissible contributions into a federal account.



17. During 1992, Respondents did not make two

transfers totaling $59,185 from their non-federal accounts to

their federal accounts as reimbursements for joint activity

within the time periods established at 11 C.F.R.

S 106.5(g) (2) (ii) (B).

18. On their reports filed with the Commission

during 1991-92 Respondents reported disbursements for joint

activity made not only from federal accounts, but also from

other accounts as well. Thus, it appeared that disbursements

for joint activity were properly made from their federal

accounts. Accordingly, Respondents incorrectly reported

$844,576 in disbursements for joint activity as coming from

their federal accounts.

19. During 1991-92, Respondents reported several

transfers between the non-federal accounts and the federal

accounts in the aggregate amount of $458,756. These reported

transfers did not, in fact, occur.

20. Respondelats failed to reconcile a cash-on-hand

discrepancy between their 1990 Year End and their amended 1991

Mid-Year Reports. On their 1990 Year End Report, Respondents

disclosed a closing cash-on-hand balance of $1,478.92. On their

1991 Mid-Year Report filed on July 31, 1991, Respondents

disclosed an opening cash-on-hand balance of $1,478.92.

However, on their amended 1991 Mid-Year Report filed on

December 16, 1992, Respondents disclosed an opening cash-on-hand

balance of $28,297.44 without ever reconciling the latter figure

with the 1990 Year End Report.
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21. Respondents contend that Treasurer Bill Johnson

failed and refused, during his tenure from approximately July,

1991 through September, 1992 to file the necessary amended

statement of organization signifying his appointment as

treasurer.

22. Subsequent thereto, Respondents did not timely

file an amended statement of organization reflecting the change

in treasurer from Bill Johnson within 10 days of the change as

per 2 U.S.C. § 433(c), and failed to have the signature of the

designated treasurer on all reports as per 2 U.S.C §434(a)(1).

c- V. During the 1991-92 election cycle, Respondents made

$415,446 in disbursements for allocable expenses from their

non-federal accounts, in violation of 11 C.F.R.
CO

§§ 102.5(a) (1) (i) and 106.5(g) (1)(i).

VI. During the 1991-92 election cycle, Respondents made

disbursements for federal activity totaling $127,522 from their

f) non-federal accounts which contained impermissible funds, in

violation of 2 U.S.C. 5§ 441a(f) and 441b(a) and of 11 C.F.R.

S 02.5(a) (1) (i)

VII. In 1992 Respondents accepted $11,000 in impermissible

contributions into a federal account, in violation of 2 U.S.C.

S 441b(a).

VIII. In 1992 Respondents made two transfers t6

$59,185 to their federal accounts from their non-federal

accounts which did not comply with the time limits established

at 11 C.F.R. S 106.5(g)(2)(ii)(B). The non-federal accounts



used to make these transfers contained impermissible funds,

resulting in violations of 2 U.S.C. 5 441b(a).

IX. During the 1991-92 election cycle, Respodents

improperly reported a total of $844,576 in disbursements

for joint activity as coming from their federal accounts, in

violation of 2 U.S.C. 5 434(b) and 11 C.F.R. S 104.10(b)(4).

X. During the 1991-92 election cycle, Respondents

reported fictitious transfers totaling $458,756 from their

non-federal to their federal accounts, in violation of 2 U.S.C.

CO § 434(b) and 11 C.F.R. S 104.10(b) (3).

C- XI. Respondents failed to reconcile a cash-on-hand

IF? discrepancy between their 1990 Year End Report and their amended

C> 1991 Mid-Year Report, thereby failing to provide accurate
CO

information on their reports, in violation of 2 U.S.C. 5 434(b).

XII. Respondents failed to report to the Commission any and

all changes in treasurer within 10 days of the change, in

_D violation of 2 U.S.C. S 433(c), and failed to have the signature

r_- of the designated treasurer on all reports, in violation of

2 U.S.C. § 434(a) (1).

XIII. Respondents will refund the $11,000 in impermissible

funds received by their federal accounts during the fourth

quarter of 1992.

XIV. Respondents will refund from their federal accounts to

their non-federal accounts the $59,185 in untimely transfers

made by the non-federal accounts in 1992.



XV. Respondents will pay a civil penalty to the Federal

Election Cowuission in the amount of seventy-five th

dollars ($75,000), pursuant to 2 U.S.C 5 437g(a) (5) (A), such

penalty to be paid as follows:

1. One initial payment of $25,000 due on May 30,

1997;

2. Thereafter, beginning on June 30, 1997, five

consecutive monthly installment payments of

$8,333 each plus one installment final payment

of $8,335;

3. Each of the six installment payments shall be

paid no later than the last business day of the

month in which it becomes due;

4. In the event that any installment payment is not

received by the Commission by the fifth day of

the month following the month in which it becomes

due, the Commission may, at its discretion,

accelerate the remaining payments and cause the

entire amount to become due upon ten days written

notice to Respondents. Failure by the Commission

to accelerate the payments with regard to any

overdue installment shall not be construed as a

waiver of its right to do so with regard to

future overdue installments.

XVI. The Commission, on request of anyone filing a

complaint under 2 U.S.C. § 437g(a) (1) concerning the matters at

issue herein or on its own motion, may review compliance with
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this agreement. If the Commission believes that this agreement

or any requirement thereof has been violated, it may institute a

civil action for relief in the United States District Court for

the District of Columbia.

XVII. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission

has approved the entire agreement.

XVIII. This Conciliation Agreement constitutes the entire

agreement between the parties on the matters raised herein, and

no other statement, promise, or agreement, either written or

oral, made by either party or by agents of either party, that is

.c: contained in this written agreement shall be enforceable.

FOR THE COMMISSION:

General Counsel

R THE RES ENTS:

NamePositi •/
Date
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Robert E. Gable, ClifinM
Republican Party of Kicky
P.O. Box 1068
Frankfort, KY 40602

RF.: MUR 3637

Dear Mr. Gable:
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Commission Cthe C .ia") an Oter 2,1992 o Sne mgftf Stae
Democratic Central Eximeaiw C-n -- (i Wvna d, Ntm ) m W
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audit, pursuant, to 2 U.C. # 437g(4)bd -cYi iin st K%f bustDmed
Central Executive diq f 1911992 d m n q. 0a FdF y 13,
1997, aiconciliad ap w byd - b
Comnmission.
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OC Docket

Leslie D. Brown (9C
Disbursing Techfinicin

SUBJECT: Account Determination for Funds Received

We recently received a check from entucky Demasmtle .wT, check
number 5079, dated June 30, 1997, for the amount of ,0S.OO. A cM of
the check and any correspondence is being forwarded. Please indicate below
which account the funds should be deposited and give the MUR/Case number
and name associated with the deposit.

Ummm H == ='='H - H m . "= m smH Hm m miBnBmBmB B BR B RB B B

Rosa E. Swinton
Accounting Technician

Leslie D. Brown
Disbursing Technician

OGC Docket

SUBJECT. Dispostion of Funds Received

in r eferec to the the a
number

..Po

V" Budget Clearing Account (0CC), 95P3875.16

Civil Penalties Accomt, 95-1999.160

..___. .

TWO WAT MEMORANDUM

TO:

FROM:

FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

July 2, 1997 I"
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I-

TO:
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OGC Docket

L&Wie D. Brown
Disbursing Technician

SUBJECT: Account Determination for Funds Received

We recently received a check fr ow, -mak I Dommr- -- S,1 hc
number S 11, dated Jul y , 3 T, SW the anount of SS.O.
the check and any coesnee is b n h naled. P --a --#atenyw
which account the funds skxuld '"m a the MUR/Cam number
and name amaciated with the dcpoit

Rosa E. Swintm
Accounting Technician

LesI D. Brown
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OGC Docket
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August 21, 1997

"WO WAY MMORANDM

TO:

FROM:

SUBJECT:

OGC Docket

Leslie D. Brown
Disbursing Technician

Account Determination for Funds Received

We ecetlyrecived a check from KontU-ky -
Of Jeorry AbrnSOU-FAC,, check number 51979 date a-~bt

amount of *1L,000.00. A copy of the check and any correqjmkIN i5 5

forwarded. Psease indicate below which ~u tthe flhnda sdxmKthw

and give the MUR/ Case number and name assocated with the db&m

Rosa E. Swinton
Accounting Technician

FROM:

SUBJEcr

Leslie D. Bown

OOC Docket

Dispoeition of FUnds Rcie

cek in w m a of;Pand in en 4

6 Budpt 1eett "OOQ, 9WW 1

Civil Penatim Amunt, 95- 99. 160
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TO:

FROM:

SUBJECT

OGC Docket

Leslie D. Brown
Disbursing Technician

Account Determination for Funds Received

We recently received a check fto Ksutmaky Dm~t - 70"R
Al Sentt Casn ihpal ud, check number 5191. dated AMPt 19, 1 0, for

the amount of oo.0. A copY of the check and any c^ oe is

being forwarded. Pleae imlicati below which account t mas shou be

depoted and give the MUR/ Case number and name associated with fth
deposit-

Rosa E. Swinton
Accounting Technician

Leslie D. Brown
Disbursing Technician

OC Docket

SUBJECT: Disposition of Funds Received

In ceto I the aant & M

Budet Cleieg Account (OQ, 953875.16

Civil Pern- 1 *es Account, 95-1099.1W0
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FEDERAL ELECTION COMMISSION
WANHINC TOK 0C 213

O-so

0"

V'4
August 29, 1997

TWO WAY ORANOU

OGC Docket

Leslie D. Brown
Disbursing Technician

SUBJECT: Account Determination for Funds Received

We r ecently received a check fro Ksauteky De m atsz7 c heck
number 11004, dated Augus 27, 1997, for the amount of $$AMO A copy
of the check and any corfespodc is being forwaded. a indiceew
w1Ich acount the funds shoul depoitm and wve the MUR/Cm number
and nane amcated with the deposit.

Rosa E. Swinton
Accounting Technician

Leslie D. Brown
Disbursing Technician

OOC Dc-

-..%Ja C I Diposion of Funds l1s ed

dL GL - -dL-

dk

gig on PC " the dw 40 aa
,% is3l" I sod in Aft- - ALA-

V--AW--AL-fl 
4W

madept c Ift - (C)GQv 95PW .16

cvil Ntaisies Account 95-1099.160

A Ifav = = - . , ,

TO:

FROM:

TO:

Fmo~
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FEDERAL ELECTION COMMISSION
wA5HNGION. DC 20463

September 30, 1997

W VAT ORANDUE

TO:

FROM:

OGC Docket

Leslie D. BrowJ W
Disbursing Technician

SUBJECT: Account Determination for Funds Received

We recently received a check from K tV1 r mt___-utm, check
number 11006, dated SeV -em e- 22, 1997, for the amount of ,LO. Acopy of the check and an "C- -- p IA-W is dbrnniWarded. l9e"se indicate

which account the and give the bLUR/Case

number and name associated with the

Rosa E. Swinton
Accounting Technician

Leslie D. Brown
Disbursing Technician

OGC Docket

SUBJECT: Disposition of Funds Received

in reference to the above check in the aount of A

MURCen b i 3 amd in Ute nuiof- be 1 s h
emamt indiated ... ow..

m Budget Clearing Accunt (OC),, 9573875.16

Civil Penalties Account, 95-1099.160

Other_.

Cektfr Cowioms A 2W.iiw$

TO:

FROM:

Date
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FEDERAL ELECTION COMMISSION
wA a4uWq(-Oh DC Afts

November 4, 1997

IMWAY Omr AMM 1E

OGC Docket

Lesle D. Brosn
Disbursing Technician

SUBJECT: Account Determination ix Funds Received

We recec e e a che from Factt ,-ha y ckeck
number 11010, dated a 29, 199"?, for the amount of ,.,... . A
copyof the check and any c x= ----x e1__- m bemi fixwwded. Please indicate

which a account the funds dxuM be t and p the MUR/Case
number and name mociatul with the depot

Rosa E. Swintn 05
Accounting Technicd=

Ledi D. tw
Disbrsing Technician

OGC Docket

£UDJECT: Distion of Funds Received

in zeeec to them~ cba i the 14mA& dte" /Cme n: sad t bh e

/BuCdgt Crim , t 5 16

civil AtN udds kcmCaNMI 95-1099.160

TO:

FROM:

C.

r0:

PROM:

k k



FEDERAL ELECT1 01*CG hffi(t*
WASHINCTON DC [3N

TO WAY NMORANDUE

TO:

FROM:

SUBJECT:

OGC Docket

Leslie D. Brown
Disbursing Technician

Account Determination fbr Rndis R d

We recently received a check :fmr Not dwi 2 r

number 11011, dated O21k, A mbuuaSf4 .

cop)y of the check and any c .. .

= which a account the ftui hl h wb
number and name associated wth divdip"tt

Rosa E. Swinton
Accounting Techniciw

liatII , IM

OGC Docket

SUBJECT: Disposition of FundsRtMW

in r.e"em'-e to the ,,oIpm",wtol o

46uut indicate bs Aw

__ Budg-t ClemruinWM.A ntWt(O*PI.,

Civil P AnItMWA ,nq ,ilit 1)

Other:.

TO:

FROM:

% t litu l , 4 .-U V
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