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Good morning.  The purpose of my testimony is to explain the basis for the U.S. Election Assistance Commission (EAC) management decision regarding a finding in a single audit report for the period ending June 30, 2006, issued by the Iowa Office of the Auditor of State; and to present other information related to this matter.  The finding in the single audit pertained to the Secretary of State’s use of Help America Vote Act (HAVA) Funds for certain costs of a celebration of voting heritage and voting rights in Iowa.
Single audit reports are audits that cover states’ or other recipients’ use of Federal funds.  The audits are required by Federal law for each year that a recipient spends in excess of $500,000 of Federal funds. The purpose of the part of the single audit that pertains to Federal funds is to report on the recipient’s internal controls over the use of Federal funds and compliance with Federal laws and regulations.
The single audit of Iowa for the year ending June 30, 2006 contained a finding of non-compliance with the Help America Vote Act, as follows:
Unallowable Expenditures – Celebrate Voting was held in Des Moines during the year ended June 30, 2006.  Celebrate Voting was an Iowa celebration of voting heritage and voting rights.  This celebration was an initiative to celebrate the 40th anniversary of the Voting Rights Act, the 85th anniversary of the 19th Amendment for women’s rights and the current implementation of the Help America Vote Act (HAVA) of 2002.  The kickoff event included a lunch hour featuring entertainment from local celebrities, including singers and dancers.   An evening gala was held to honor Iowans who made contributions to the struggle for voting rights.  This gala featured an internationally renowned opera star as entertainment.  The next day’s celebration related to the history and evolution of voting rights.   Activities featured a keynote speaker, voting rights panel for adults, and several activities for children.  
Section 101 of HAVA state funds may be used for educating voters concerning voting procedures, voting rights and voting technology.  A frequently asked question (FAQ) on the website of the U.S. Elections Assistance Commission (EAC) states costs and activities related to “get out the vote” or to encourage voting do not meet the requirements of education.  Another FAQQ also states funds must be expended to educate “voters” or groups of people who meet the state’s voting rights requirement and not the young, who are not eligible to vote.

During our testing of the Office of the Secretary of State, the following expenditures were identified as unallowable or not meeting he requirement for education.

a) Speakers - $28,050


b) Performers - $25,383

c) Supplies - $2,182

d) Children’s activities - $2,095

e) Travel costs related to speakers and performers - $3,528

Due to the items noted above, costs of $61,238 are questioned.

Recommendation – The Office Secretary of State should review the questioned costs and work with the U.S. Elections Assistance Commission to resolve this matter.

The EAC agreed with the single audit finding that speakers, performers, children’s activities and related expenditures do not meet the requirement of education.  EAC concluded that speakers and performers are more a form of entertainment than education.  In that regard, in addition to the EAC FAQs that were cited in the single audit finding, Office of Management and Budget (OMB) Circular A-87, Cost Principles for State, Local, and Indian tribal Governments, says that “Costs of entertainment, including amusement, diversion, and social activities and any costs directly associated with such costs (such as tickets to shows or sports events, meals, lodging, rentals, transportation, and gratuities) are unallowable.”  EAC also agrees that costs related to children’s activities are unallowable because the costs are not related to voters.
In addition to the $61,238 questioned by the single audit report (these costs are payments to a contractor named SPPG), the Office of the Secretary of State incurred additional costs related to “Celebrate Voting” that need to be researched.  

We reviewed the support for the financial status reports submitted by the Iowa Office of Secretary of State for years 2005 and 2006 and identified costs of $250,391 that were described as “Celebrate Voting,” and “Voting Rights Act 40th anniv,”  Of the $250,391, HAVA Section 251 funds comprise $106,665.  Without a certification as required by Section 251(b)(2), we believe that it is questionable to use Section 251 funds for voter outreach.  Also, at the request of EAC, the Iowa Office of the Secretary of State submitted a list of contracts financed with HAVA funds. The list of contracts identified the following voter outreach costs that were not included in the $61,238 questioned by the State Auditor.  Some of the following costs, however, may be part of the $250,391.
	Payee
	Description
	Amount

	
	
	

	William Fink
	Celebrate Voting Essay Contest
	$3,500

	Full Spectrum Productions
	Celebrate Voting Gala
	5,000

	Gudrun Rohrbach
	Celebrate Voting Simon Estes
	15,000

	Iowa Civil Rights Commission
	40th Year Celebration 
	1,500

	Keepler Speakers
	Celebrate Voting N Giovanni
	10,000

	Joseph Lowery
	Celebrate Voting
	7,500

	Ronald Walter
	Celebrate Voting
	2,500

	Markesha Woods
	Celebrate Voting
	250

	
	
	

	   Total
	
	$45,250


In any event, after the Commissioners determine the types of voter outreach costs that are eligible for financing with HAVA Section 101 and 251 funds, I recommend that the EAC Office of Inspector General perform an audit of Iowa’s voter outreach costs. The purpose of the audit would be to identify all costs incurred by the Iowa Office of the Secretary of State that do not meet the criteria for funding established by the Commissioners.  

In regard to any other audits that identified questionable voter outreach costs, EAC’s resolution of the Iowa single audit finding pertaining to “Celebrate Voting” is consistent with EAC’s resolution of similar audit findings presented in Office of Inspector General (OIG) reviews of the administration of HAVA funds by New Jersey and by Illinois.  

In New Jersey, the OIG reported on the use of HAVA funds to finance the cost of  

two voter outreach and educational initiatives called “Be Powerful, Be Heard.”  The initiative included two hip-hop summits primarily for high school and college students.  The OIG questioned costs of $131,924 related to busing students to the events ($25,585), meals and refreshments ($38,929), and production ($67,410).  In resolving this finding, EAC wrote:
While the EAC encourages states to use creative methods to conduct voter education, it appears that the hip hop summits held by the state included entertainment costs that are not allowable under federal guidelines.  OMB Circular A-87, Attachment B, Item 14 states “Costs of entertainment . . . are unallowable.”  . . . The state must repay $64,514 to the U.S. Treasury in unallowable entertainment expenditures for the hip hop summits.
In Illinois, the OIG questioned the use of HAVA funds of $3,889 to purchase activity booklets intended to provide students with an understanding about electing the President. In resolving this matter, EAC wrote:
We agree with the OIG finding that the state inappropriately used HAVA section 101 funds to purchase activity booklets intended to provide information on voting to grade school children.  Expenditure of HAVA funds for voting or election education must be targeted at persons who are or shortly will be eligible to register and vote.  As such, we do not accept the state’s argument that the expense was justified because of a potential side benefit to parties.  The targeted audience for this project was grade school children.  The state must repay $3,889 to the U.S. Treasury in unallowable expenses.
That concludes my written testimony. I will be happy to respond to any questions you have about these matters.
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