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INTRODUCTION

On Monday, February 26, 2007, the Committee on Governmental Operations, chaired by Council Member Simcha Felder, will hold an oversight hearing to examine the New York City Campaign Finance Board’s (“Board”) audit practices and procedures. The Committee’s December 7th oversight hearing on the Board’s report on the 2005 Elections “Public Dollars for the Public Good: A Report on the 2005 Elections” and further input that the City Council received after that hearing from Council Members (and practitioners that represent candidates appearing before the Board) has raised further questions about the Board’s auditing procedures and adjudication process that the Committee is eager to explore in greater detail.  



Those invited to testify at this hearing include the Board, the Administration, industry professionals and experts, election attorneys and good government groups.

BACKGROUND

The New York City Campaign Finance Program (“Program”) was established in 1988 to increase participation in the electoral process regardless of access to wealth, and to reduce undue influence by small concentrations of large contributors and special interests.
  Since the Program’s inception, it has proven to be a successful campaign finance program and a model for the nation.  


Pursuant to section 1052 of the New York City Charter (“Charter”), the Board is composed of five members,
 who are responsible for administering the Program in accordance with the New York City Campaign Finance Act (“Act”), which is contained in Chapter 7 of Title 3 of the Administrative Code of the City of New York.  The Board’s powers are enumerated in subdivisions (5) through (12) of section 1052 of the Charter and throughout the Act.  The Board’s powers include, among other things, the power “to audit and examine all matters relating to the performance of its functions and any other matter relating to the proper administration of this chapter and of chapter 8 of title 3 of this code.”
  

BOARD’S AUDITING PROCEDURES


Aside from the formal training classes offered by the Board about how to respond to an audit, it seems that the only published guidance regarding the Board’s auditing procedures is contained in a handbook the Board distributes to candidates titled:  New York City Campaign Finance Participant Handbook (“Handbook”).
   According to the Handbook, the Board’s audit review process begins when the candidate submits his or her first disclosure statement required by the Act and continues until a post-election audit is completed and a final audit is issued to the candidate.
   During the election cycle, when the Board receives a filed disclosure statement, the Board’s Candidate Service Unit conducts an initial review of the disclosure statement to ensure that certain procedural requirements have been satisfied, i.e., the disclosure statement is legible and that a final version, not a draft, has been submitted.
  


After the Board accepts a candidate’s disclosure statement, the Board’s Audit Unit reviews the data reported in the statement and verifies that the candidate is in compliance with the Program.
  In addition, during the election cycle, a Board auditor might visit a campaign’s headquarters or other location where campaign records are stored to determine whether a campaign is in compliance with the Board’s “recordkeeping guidelines.”
  


According to the Handbook, the Board also conducts a post-election audit of all campaigns, in order to ensure that the committee “has complied with the contribution and spending limits, as well as all other Program requirements.”
  The Audit Unit aims to issue all draft audits “before the end of the calendar year following the year of the election.”
  During the post-election audit, the Audit Unit reviews documentation for all qualified expenditures and transactions to ensure that public funds were (or will be) used for qualified purposes and that financial activity was reported accurately.
  


The Board conducts the post-election audit either by mail or by a field audit, which occurs when a Board auditor visits a campaign’s office to conduct the audit.
  If a post-election audit is conducted through the mail, the campaign must supply the requested documents to the Board within three weeks of the receipt of the Board’s initial correspondence.
  However, if a post-election audit is conducted in the field, then the campaign is required to supply all necessary documentation at the field meeting.


Once the Board completes the documentation review portion of a post-election audit, the Board prepares a draft audit report, which details the Board’s findings about compliance with the Program and, if necessary, requests further information about specific transactions.
  According to the Handbook, the draft audit is the campaign’s final opportunity to respond to the Audit Unit’s findings and campaigns are “encouraged to submit detailed explanations with corresponding documentation illustrating why [the campaign] believe[s] the Audit Unit’s findings are not applicable.”
 


After this process is complete, the Board issues a final audit report, which is a public document that is posted on the Board’s website.  The final audit report is based on the Board’s draft audit report and the campaign’s response to the findings in the draft audit report.
  Campaigns are required to pay any penalties assessed or repay public funds within thirty days of the issuance of a final audit report.  If a campaign fails to do so, the Board will post the candidate’s name on its website as a debtor of the Board and the Board can begin litigation to recover the sums owed.
  However, the Handbook provides that in some instances, a campaign may submit a petition to the Board within thirty days after the date of the final audit report requesting that the Board review a public funds repayment claim.
  The Board, however, will only review this petition if it is based on documentation or information submitted to the Board prior to the issuance of a final audit report, unless the campaign can demonstrate good cause for not submitting the documentation earlier.

SUMMARY

The Committee expects to hear testimony regarding:  (i) the auditing methodology or principles the Board applies to audit campaigns, both during and post-election; (ii) what mechanism(s) the Board utilizes to permit candidates to challenge the findings of the Board’s audit; and (iii) what system candidates can use to dispute final determinations resulting from such audits, including determinations that require the repayment of public funds.   
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� See Proceedings of the Council of the City of N.Y., Int. No. 906-A of 1987, enacted as Local Law 8 of 1988 (codified as N.Y.C. Charter, ch. 46 and N.Y.C. Admin. Code, title 3, ch. 7).
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