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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

November 15, 2006

Drew Smith, Treasurer

Democratic Party of Arkansas

1300 West Capitol Avenue Respouse Due Date: i
Little Rock, AR 72201 | December 16, 2006

Identification Number: (C00024372

Reference: October Monthly Report (9/1/06-9/30/06)

Dear Mr. Smith:

This letter is prompted by the Commission’s preliminary review of the report(s)
referenced above. This notice requests information essential to full public disclosure of
your federal election campaign finances. An adequate response must be received at
the Commission by the response date noted above. An itemization of the information
needed follows:

-The beginning cash balance of this report should equal the ending balance
of your September Monthly Report (8/1/06-8/31/06). Please clarity this

~ discrepancy and amend any subsequent repori(s) that may be affected by
this correction.

-The totals listed on Lines 7, 17, 18(a), 18(c), 20, 21(a)(i), 21(a)(ii}, 21{b),
21{¢), 30(a)(i), 30(a)(ii), 30(c), 31 and 32, Column B of the Summary and
Detailed Summary Page(s) appear to be incotrect. Please be advised that
you should add the "Calendar Year-to-Date" total from your previons report
to the current "Total This Period” figure from Column A to denve the
correct Column B totals. Please amend your report and any subsequent
reports that may be affected by this correction.

-Schedule A supporting Line 11(a){1) of your report discloses a nepgative
eniry for the apparent refund of a contribution originally received by your
committee, Please be advised that if your committee wrote a refund check
from your account, this disbursement should be disclosed on Schedule B
supporting Line 28(a) of the Detailed Summary Page. Negative entries on
Schedule A should only be used to disclose voided checks that were not
cashed or cleared by a bank. This method of reporting would clarity for the
public record the fotal amount of receipts/disbursements and more
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accurately disclose the cash-on-hand amount. Please provide clanfying
information as to the nature of the transaction, and if necessary amend your
report(s) to properly disclose this activity.

-Schedule B of your report discloses reimbursements to individuals for
“stakes -straps etc for signs.” Please be advised that when itemizing
reimbursements to individuals for goods. or services, if the payment to the
original vendor aggregates in excess of $200 or more in a calendar year, a
memo entry including the name and address of the original vendor, as well
as the date, amount and purpose of the orginal purchase must be provided.
Plecase amend your report to include the missing information and clearly
identify on the Schedule B, which reimbursement each memo entry relates
to. If itemization is not necessary, you must indicate so i an amendment to
thas report. 11 CFR §300.36(b), and Advisory Opmions 1992-1 and 1996-
20, footnote 3

-On  Schedule H4 supporting Line 21(a) you disclose negative
disbursements to “Gary Moody” and “Wright, Lindsey & Jennings, L.LP”
totaling $3,274.17 for apparent refunds or rebates of allocated expenditures.
However, you also disclose receipts on Schedule A supporting Line 15
from “Gary Moody” and “Wright, Lindsey & Jennings, LLP” totaling
$3,274.17 which appear to be duplicate refunds or rebates.

Please be advised the federal account must transfer the non-federal portion
to the non-federal account using one of two methods. The method of
reporting described in Advisory Opinion 1995-22 allows a committee to
itemize the refund or rebate as a negative entry on Schedule H4,
Alternatively, a committee may disclose the receipt of the refund or rebate
into the federal account on Schedule A supporting Line 15, and the transfer
of the non-federal account’s share to the non-federal account on Schedule
H4. Please refer to the enclosed sample of properly reported refunds and
rebates of allocable activity and amend your report as approprate.

-On Schedule H4, vour allocated activity or event year-to-date total
calculations for the Administrative category are incorrect. Allocated
activity or event year-to-date totals for administrative, voter drive, exempt
activity costs and expenses for public communications made by PACs
referencing only political parties are derived by aggregating all
disbursements during the calendar year for each separate category.
Allocated activity or event year-to-date totals for fundraising and direct
candidate support activities are derived by aggregating all disbursements
during the calendar vear within a specific event. These should be
calculated by adding the latest disbursement for a category or event to the
previous event year-to-date total for that category or event. This running
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event year-to-date total should be disclosed after each disbursement is

histed. Please amend your report by providing the correct event year-to-
date totals,

-On Schedule(s) H4 supporting Line(s) 21{(a) of the Detailed Summary
Page, you have not included the full name and/or mailing address for the
payment made to “NAACP - Pinebluff’ and “Amy R. Kelly.” Please
amend your report accordingly.

-Please amend your report by providing the purpose for each disbursement
itemized on Schedule(s)} H4 supporting Line{s) 21({a).

-Itemized disbursements must include a brief statement or description of
why the disbursements were made. Please amend Schedule(s) H4 of your
report to clarify the following description(s); “Unassigned Charges.” For
further guidance regarding acceptable purposes of dishursements, please
refer to 11 CFR §104.3(b)(3).

-Please clanfy all expenditures made for “banquet,” “catering for tailgate
party,” “fee for tailgate party,” “fee tailgate party,” “Food for Football
Watch Party,” “hotdogs drinks etc for tailgate party,” “Tailgate Fees,”
“Tailgate party” and “UAPB Tailgate” on Schedule H4. If a portion or all
of these expenditures were made on behalf of specifically identified federal
candidates, this amount should be disclosed on Schedules B, E, or F
supporting Lines 23, 24, or 25 and include the amount, name, address and
office sought by each candidate. 11 CFR §§104.3(b) and 106.1

Alternatively, if the payment(s) on Schedule H4 is associated with
fundraising activity conducted for your committee’s federal and non-federal
accounts, it must be allocated according to the funds received method and
the ratio reflected on Schedule H2. Further, it must be categorized as a
fundraising activity on Schedule H4. Please provide clarifying information
regarding the nature of this transaction(s) and amend your report(s) as
appropriate.

-Schedule H4 of your report discloses reimbursements to individuals for
“telephone reimb,” “UAPB Tailgate,” “Tailgate party” and “Cell Phone.”
Please be advised that when itemizing reimbursements to individuals for
goods or services, payment to the original vendors must be itemized as
memo entries regardless of amount. Each memo entry must include the
name and address of the original vendor, as well as the date, amount and
purpose of the original purchase must be provided. Please amend vour
report to include the missing information and clearly identify on the
Schedule H4, which reimbursement each memo entry relates to, 11 CFR
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§8104.10 and 104.17, and Advisory Opinions 1992-1 and 1996-20,
footnote 3

-Schedule HS of your report discloses a $180,304.00 transfer(s)-in of Levin
funds to your federal account for Voter ID activity. However, a Schedule
L-B was not filed to disclose the transfer(s)-out of Levin funds for this
activity. Please amend your report to clarify this apparent discrepancy,

-Schedule H5 of your report discloses “Democratic Party Non Fed Levin”
as a name of account for your Levin funds, which appears to be an account
that functions as both a non-federal account and a Levin account. Pursuant
to 11 CFR §300.30{c}{3)(11), if an account that functions as both a non-
federal account and a Levin account is used, you must demonstrate through
a reasonable accounting method approved by the Commission that
whenever a disbursement of Levin funds is made, you have received
sufficient contributions or Levin funds to make such a disbursement.
Please provide clarifying information regarding your accounting method.
Please note that it may be necessary to petition the Commission tn the form
of an Advisory Opinion request.

-Schedule H6 of your report discloses a voided or returned check(s) for an
allocable expenditure(s) or reimbursement(s} made to an individual(s)
during this or previous reporting periods where an adequate explanation has
not been provided. Please clanfy if and when this check(s) was reissued. If
this check(s) was not reissued, please be advised that this may result in an
in-kind contribution received by your committee from this individual(s} and
should be reported on Schedules A and H6. Please amend your report to
provide further clarification regarding this activity.

-Itemmzed disbursements must mclude a brief statement or description of
why the disbursements were made. Please amend Schedule(s) H6 of your
report to clarify the following description(s): “GOTV™ and “voter id.” For
further guidance regarding acceptable purposes of disbursements, please
refer to 11 CFR §104.3(b)(3).

-On Schedule(s) H6 supporting Line(s) 30{a} of the Detailed Summary
Page, you have not included the full name and/or mailing address for the
payment made to Robynne Carlson. Please amend your report accordingly.

-Schedule A supporting Line 12 discloses a transfer(s)-in from the
Democratic National Committee. Schedule H6 supporting Line 30(a)
reflects payments for Federal Election Activity. Please be advised that
under 11 CFR §300.34, a state, district or local party committee must not
use any Federal funds transferred to it from a national party commitiee or
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any other State, district or local party committee, as the Federal component
of an expenditure or disbursement for Federal Election Activity.
Furthermore, your commitiee must itself raise the Federal component of
expenditure or disbursement allocated between Federal and Levin funds.

Please clanfy whether the transfer(s)-in was used for the subsequent
payments for Federal Election Activity. In addition, please clarify the
procedures you are currently using to ensure that Federal funds transferred
to your committee from national, state, district and local party committees
are not being used for Federal Election Activity.

-On Schedule H6, your allocated activity or event vyear-to-date total
calculations for the Voter ID category(s) are incorrect. Allocated activity
or event year-to-date totals for this activity should be calculated by adding
the latest disbursement for a category to the previous event year-to-date
total for that category. This running event year-to-date total should be
disclosed after each disbursement 1s listed. Please amend your report by
providing the correct event year-to-date totals.

-You have received a contnibution from Nix, Patterson & Roach, L.L.P.,
which appears to be an umincorporated proprictorship or partnership.
Generally, these types of contributions are to be attributed to each person
based on their percentage of ownership in the firm. Each person who has
contributed in excess of $200 since Janvary 1 should be identified by name,
address, occupation, name of cmployer, amount of contribution, and
aggrepate total on Schedule A. 11 CFR §110.1{e) Please amend your
report by providing the omitted information.

Please note, you will not receive an additional notice from the Commission on
this matter. Adequate responses received on or before this date will be taken into
consideration in determining whether audit action will be imtiated. Requests for
extensions of time in which to respond will not be considered. Failure to provide an
adequate response by this date may result in an audit of the committee. Fatlure to comply
with the provisions of the Act may also result in an enforcement action against the
committee. Any response submitted by your committee will be placed on the public
record and will be considered by the Commission prior to taking enforcement action.

Electronic filers must file amendments (to include statements, designations and

reports) in an electronic format and must submit an amended report in_its entirety, rather
than just those portions of the report that are being amended. If you should have any

questions regarding this matter or wish to verify the adequacy of your response, please
contact me on our toll-free number (800) 424-9530 (at the prompt press 5 to reach the
Reports Analysis Division} or my local number (202) 694-1177.
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Sincerely,

Corbin T. Jﬂﬂﬂfﬂ@(

Campaign Finance Analyst
Reports Analysis Division



2725

an
H-‘I

L'é‘.hl

Campaign Cuide for F[:-Iiti'::_al Party Committeas

ALLOCATION OF REBATE (H4) (METHOD 1)

SCHEDULE H4 (FEC Form X}

ACTIVITY SCHEDULE

CISBURSEMENT FOR SHARED FEDERALMON-FEDERAL

PWE 1 oF ]

PR LnE 33. OF FOA R 32

NAWE OF GOMWRRTTEE (in Ful

Freaclom Buny Soale Comrmituee

. FUN NPT (LA, Fie, Wi AT
Acme CATice Supplize

WJLCRHE, ANy [F EWAT
——————————— e — qmmﬂnmﬂrm DE—.#

Ry ALl ek '
111 Pa.:ﬂld-npcnml_._ﬁ I__'iﬂ-ﬂ'ﬂrhu D“‘ﬂumm

L] o Ta Ty o Mcalwd Ak o Eveel Yo To-lite
ity 5T [ELLLY l

Pupoe tl HE e |; ——t ﬁtﬁﬂﬂﬂﬂ |

By Rt
Febair . )
ki S | (B () T
FE[ERAL BHAPE + MOELFEDERAL BHARE = T o msniT
DEEET T 3 N DN 7] | M o]

RECEIPT OF REBATE (A/LINE 15} (METHOD 2)

SCHEDULE A (FEC Farm 3%)
ITEMEZED RECEIFTS

FOHe LIME MIHERER: |I¥|ﬂ£ ] oF 1

Lo e b e | [k
i pah crepay OF e arkd ik

Ol Byerhasy ate iy H“'.h H.: H:: Tla

Ay Ik it oepled n ch FRpaiis B Slabresni My nob e i oF ek iy DRy paGRoR ke e pUmoie O kaleting conkulkone
< I o rirchl DUk, ol |he LN ok fol iy ] kTS N A Gt COMarUTH B SAGT Mo TGO Ko Wik COmiTA,

R (HF SOMPAITIEE {in fus

Fretadom Paity Lpade Caranubles

ool Hpefel [Lacl, Frsd, buaos il p
&, Avme THlfce Supoliss [, & Fsnil

My Airem Ny K :
L Padingeneit 54 (]
oy T ap Code

City o1 LLLLY Al eun of Edch Fesck I Pafod
ok reten s, e . R A
Wma: £l Etpleris Crou paich Behane

1 Primary gq a| ey

orw iy 1L 20000

NONFEDERAL TRANSFER {H4) {METHOD 2)

SCHEQULE HA (FEC Farm 3X)
ACTIVITY SCHEDMLE

DEBURASEMENT FOR SHARED FECERALMON-FEDERAL

PalE ] el ]

FCrH ADeE =14 OF FOAM 3K

NRUE OF OMMITTIRE n P}

Fruvieeymy Farty Stabe Canum loes

A FUll Wem LuE, Fre, blckie inokh

Erettectciom Borty Stane Oemnmidtes Moueden] Aducint
x] AT

Rlocalen heiwWy o Crorh
LR bttt [ ] Forrtiatie, [ Bt

7] wewoebw || tibwct comcaone 2upped

Transicr of Monfedern] Sharo of Reban:

111 Prlitics 51
=y [=TI1] Ty Lo Apccaid BORTY br Evend ear-Th-Dae
Fumpomy o DU T

Aoy o Erl kTR

Geesthonieny | e |, (31 ) [T

FEQEfY. sHaTE +
i |

hCHFECHEEL SHAAE = FROMAL ANKILNT

SORSNONVE X T | SRSRENNN: t1

Chapter 13

9. Refunds and
Rebates of
Allocable

Eernses

If 2 committee receives a refund

or a rebate of an allocable ex-
pense, the refund or rebate must
be deposited in the federal or
allocation account. The refund

or rebate must then be zllocated
between the federal and nanfederal
accounts according to the same al-
location ratio used to allocate the
etiginal disbursement. The federzl
account must transfer the pon-
federal portion to the nonfederaf
account.

Example

A committee receives a $400
rebate an offce equipment from
the Acme Office Store. The original
purchase was an administrative
expense allocated according to the
following ratio: 64 percent federal;
36 percent nonfederal.

Reparting Method 1 illustrates
how this rebate would be reportad
according to the method approved
in Advisory Opinion (AC} 1955-
22. Reporting Method 2 shows
how the rebate would be reported
under an alternative method.

Reporting Method 1

Using the method of reporting
described in AQ 1995-22, the
committes discloses the receipt

of the rebate and the federal and
nonfederal shares on 5chedule H4.

The amounts are negative entries subtracted from
total shared federal and nonfederal disbursements
for the reperting period {disclosed on Lines
21a(i} and {ii) of the Detailed Summary Page).

Reporting Method 2

Under the alternative method, the committee

reports the receipt of the $400 rebate under the
category “Offsets to Operating Expenditures” on

o3
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Line 15 of the Form 3X Detailed Summary Page.
The committee uses Schedule H4 to disclose the
federal accaunt’s $25%6 trensfer to the nonfederal
account for the nonfederal share,

10. Prohibited In-Kind
Donations for Allocable
Activities

While contributions from cerporations, labor
arganizations and federal government contractors
are prohibited under federzl law, they are permis-
sible under some state laws. If that is the case,
such donations may be accepted by a nonfederal
account for strictly nonfederal activity. However,
the situation is more complitated when donations
of goads or services from such seurces are made
in connection with allocable activity, such as 3
fundraiser at which both federal and nonfederal
funds are collected.

In AC 1992-33, the Commission explained how |

a caommittee can legally aceept an in-kind dena-
tion from a prohibited source in connection with
an allocable administrative or fundraising activity.
Maote that the Commission has pot addressed
the receipt of in-kind donations from prohibited
saurces for the other types of allocable expenses
{i.e., generic voter drives and candidate support

activity).

Advance Payment of Federal
Share

To avoid the receipt of a prohibited contribution
by the federal account, that account must pay
the nonfederal account for the faderal share of
the in-kind donation. This payment—a transfer
to the nonfederal account—must be made in
advance or on the date the goods or services are
recerved.

Per-Transaction Transfers

The federal transfer may be made on a per-trans-
action basis—that is, shortly before or an the
same day the in-kind donation is received.

Escrow Transfers

Alternatively, the federal account may make bulk
transfers to cover the federzl share of anticipated
in-kind denations, Under this “escrow” arrange-
ment, 3 committee makes a good faith estimata of
the amaunt of in-kind donations that it expects
te receive and transfers sufficient funds fram the
federat account to cover the federal share.

Adjustments

Should the federal account pay more than its
share of an in-kind donation, adjustment transfers
from the nonfederal account are permissible.

Basic Reporting of In-Kind

Donations: Example

On October 1, a state party committee recaives

a §5,000 in-kind donation of flowers from 2
corporation for a federal/nonfederal fundraiser
(*Chairman's Gala™). The estimated allocation
ratia for the fundraiser is 50 percent federal and
50 percent nonfederal. That same day, the federal
accaunt transfers iis share of the in-kind dona-
tion (32,500} to the nenfederl account.

Required Forms

* Scheduie HZ —Allocation Ratios
* Schedule H3 —Transfers from Nopfederal

Account
+ Schedule H4-—Payments for Allocable Expenses
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