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41 2 U.S.C. § 433(b)(2)
42 2U.S.C. § 441a
43 2US.C. §441b
44 , 11 C.F.R. § 100.5(g)(4)(ii)

! Donna M. Anderson was the treasurer of the National Republican Congressional Committee at the time the

respondents were notified of the complaint.
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1 11 C.F.R. § 102.5(a)(1)
2 11 C.F.R. § 106.5(c)
3 11 C.F.R: § 106.5(g)(1)(i)
4 11 CF.R. § 110.3(a)
5 .
6 - INTERNAL REPORTS CHECKED: Disclosure Reports
7
8 FEDERAL AGENCIES CHECKED: Internal Revenue Service
9 .
10 L INTRODUCTION
11 The complaint in this matter alleged violations based on affiliation, allocation and

12 political committee theories. First, the Democratic Congressional Campaign Committee
13 (“DCCC”) alleged that the National Republican Campaign Committee (“NRCC”) was

14  “affiliated” with the U.S. Family Network (“USFN”), the Republican Majority Issues

15  Committee, Inc. (“RMIC”),% and Americans for Economic Growth (“AEG") within the meaning
sy 16 of11 C.F.R. § 110.3(a), and therefore these organizations had a single contﬁbution limit.

17  Second, the DCCC alleged that, even if the groups were not affiliated with the NRCC, the NRCC
18 transferred $500,000 in non-federal funds to the USFN for the purpose of avoiding compliance
19  with the Commission’s allocation regulations. Finally, the complainant alleged that the USFN,
20 the RMIC, and AEG were political committees, which should have registered with and reported
21  to the Commission. Based on all the available information, this Office recommends that the

22  Commission find reason to believe that tﬁe NRCC violated the Federal Election Campaign Act
23 of 1971, as amended (“the Act”)“ and Commission regulations by failing to allocate its donation
24  to the USFN, but does not recommend that Commission find reason to believe that the NRCC,
25  the USFN, the RMIC, and AEG were affiliated or that the latter three groups were pplitical

26  committees.

2 The complaint identified this organization as the Republican Majority Issues Conference in error. That the

proper name is the Republican Majority Issues Committee is confirmed by the respondent and other information
gathered thus far.



10

11

12

13

14

15

16

17

18

19

20

/ :

MUR 4953 . 3 .

First General Counsel’s Report

The complaint also alleged that Americans for a Republican Majority Political Action
Committee (“ARMPAC”), Representative Tom DeLay, Ed Buckham, Bob Mills, Dan Mattoon,
Jim Ellis, Karl Gallant, Representative Tom Davis, Dick DeVos, Betsy DeVos, Representative
Tom Davis, Representative Dennis Hastert, Representative Dick Armey, and Representative J.C.
Watts, Jr., all of whom had some connection to one or more of the respondent organizations,
violated the Act. This Office recommends that the Commission find no reason to believe that
ARMPAC and these individuals violated the Act because the DCCC failed to present sufficient
facts or offer viable theories supporting their possible liability.
IL FACTUAL AND LEGAL ANALYSIS

A. Affiliation

1. The Comi)laint and Responses®

The complaint presented a “hub and spoke” scenario of éfﬁliation. Citing a Roll Call
article, the DCCC alleged that the USFN, the RMIC, and AEG, non-profit corporations, were
tied to the NRCC through Representative Tom DeLay, who was said to serve “both as the
NRCC'’s primary fundraiser and as one of its top strategists.” Jim VandeHei, NRCC'’s $500,000
Donation Linked to DeLay Advisors, Roll Call, Dec. 6, 1999 at A1 (*“12/6/99 Roll Call article”).
See Attachment 1. Contending the “facts show that” the USFN, the RMIC, and AEG “are
established, financed, maintained and controlled by the very same individuals who run the

NRCC,” the complaint claimed that several of the possible tests for affiliation set forth in the

3 All the respondents in this matter, with the exception of Representative Tom Davis, who was then serving

as the NRCC’s Chairman, submitted a response.
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Commission’s regulations at 11 C.F.R. §100.5(g)(4)(ii)* are met by these four organizations,
each of which, it asserts, “is effectively run by Tom DeLay.”

The DCCC, again citing the 12/6/99 Roll Call article, alleged that Ed Buckha.m, who was
descﬁbed in the article as “a political consultant” to the USFN and “DeLay’s top political
associate and former chief of staff,” reportedly solicited $500,000 in non-federal funds for the
USFN from the NRCC on October 20, 1999. Id. The DCCC further alleged that, despite
Mr. Buckham’s attempts to characterize himself to Roll Call as being an independent fundraiser,
he was deeply involved with the USFN and even shared office space with the USFN during the
relevant time period.

According to the DCCC, Mr. Buckham helped create the RMIC, an organization it
alleged was nominally run by Karl Gallant, a former DeLay fundraiser. Relying on the 12/6/99
Roll Call article, the DCCC alleged that the RMIC was thought by “GOP insiders [to be] a
DeLay operation, top to bottom.” Id.

The third organization, AEG, was, according to the DCCC and again based largely on the
12/6/99 Roll Call article, reportedly under the “complete control” of Jim Ellis, who allegedly
managed Tom DeLay’s “so-called ‘leadership PAC’” (ARMPAC), and was also a paid NRCC
consultant. /d. The complaint, citing to the article, stated that ARMPAC shared office space
with Mr. Buckham and the USFN during the relevant time period. Referring to the 12/6/96 Roll

Call article as well as two other news articles (See Attachment 1)’ as its sources, the DCCC

4 The circumstantial factors of affiliation listed at 11 C.F.R. §§ 100.5(g)(4)(ii) and 110.3(a)(3)(ii) are
identical. The regulation at 11 C.F.R. § 100.5 defines and relates to political committees, whereas the regulation at
11 C.F.R. § 110.3(a) extends affiliation to non-political committees. This report cites to 11 C.F.R. § 110.3(a)(3)(ii)
because it does not recommend a finding that the non-profit organizations are political committees. See discussion
infra.

s The two other news articles are: Jim VandeHei and Ethan Wallison, DCCC Blasts Radio Ads, Roll Call,
Nov. 4, 1999; and Dave Boyer, GOP Ad Blitz Proves Edge in Budget Battle, Washington Times, Oct. 29, 1999 at
Al '
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1 claiméd that AEG had already sponsored advertisements attacking Democrats, which bore “a
2 stark similarity to ads that were run by the NRCC itself and masterminded by Del.ay.” Id.
3 Based on the allegations set forth above, the DCCC claimed that the NRCC, the USFN,
4 the RMIC, and AEG met several possible tests for affiliation set forth in 11 C.F.R. § 100.5(g)(4).
5 More specifically, the DCCC alleged that the organizational respondents were affiliated within

6 the meaning of the Act as each of them was “effectively run by Tom DeLay,” and that the NRCC

7  derived its authority to control the USFN, the RMIC, and AEG through Mr. DeLay and
8 consultants tied to him, such as Messrs. Buckham and Ellis. Moreover, according to the DCCC,

the NRCC’s transfer of $500,000 to the USFN and its alleged “apparent practice” of directing

O

10  Republican congressmen to contribute to and raise funds for the RMIC demonstrated the

11  NRCC’s pattern of providing funds in significant amounts to these organizations.

12 In its response, the NRCC stated that the NRCC “did not establish or authorize the

13 creation” of the USFN, the RMIC, or AEG. The NRCC also stated that affiliation is not

14  automatic merely because a member of the Republican leadership, who therefore played a role at
15 the NRCC, had a hand in creating one of the section 501(c) groups. Even if there was affiliation,
16 according to the NRCC, there was “no evidence of any activity” by the USFN, the RMIC, or

17  AEG that would make affiliation “relevant” under the Act or the Commission’s regulations.®

18 The NRCC acknowledged that it gave funds to the USFN but stated that the contribution
19  was fully reported and not “per se illegal.” The NRCC stated that there is nothing in the Act or
20 the regulations that prohibits a political party committee from donating to a section 501(c)(4)

21  organization like the USFN.

6 The NRCC'’s statement that affiliation would not be “relevant” apparently relies on its contention that,

although affiliation results in shared contribution limits, the USFN, the RMIC, and AEG did not make or receive any
“contributions” within the meaning of the Act.
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The RMIC and the USFN participated with Messrs. Mills, Buckham, Gallant, and Ellis
and Dick and Betsy DeVos in submitting a joint response. The response stated that the RMIC
was incorporatéd in 1999. According to the group’s bylaws, provided as Attachment 2 to the
joint response,’ the RMIC promoted public support for conservative issues, policies, and
programs and engaged in non-partisan voter education, as well as GOTV activities, but did not
engage in express advocacy. The by-laws also indicated that the RMIC intended to conduct its
electoral activities in conformance with the Internal Revenue Service’s requirements for section
527 corporations and was thus barred from making any contn'butibns or coordinated
expenditures with any political party, party committee, or federal officeholder or candidate.

The USFN, according to the response, was incorporated in 1996 as a “nonprofit
ideological corporation.” According to its articles of incorporation, provided as Attachment 3 to
its response, the USFN’s purpose was to “conduct research and studies programs, a public
information/education program and a legislation support program.”

The joint response asserted that the DCCC’s theory that the RMIC and the USFN were
under the direction and control of the NRCC and Representative DeLay relied solely on the fact
that Messrs. Buckham and Gallant once worked for Representative DeLay. The response
asserted that the claim of affiliation must fail because the law required that one organization
must have actual authority over the other, and that the USFN and the RMIC were each governed
exclusively by its own board of directors. Pointing to each organization’s bylaws, the response
stated that neither group had any formal or informal relationship with “the NRCC, any political
party or Member of Congress, either in its establishment, maintenance, financing or operation.”

Finally, the respondents contended that even if there were “affiliation,” there would be no

? The copy of the RMIC’s bylaws provided by the respondents was unsigned and the spaces for the names of

the corporate Co-Chairmen and Secretary-Treasurer were left blank.
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violation, as the USFN and the RMIC did not make “contributioné” or “expenditures” as those
terms are defined under tﬁe Act. See footnote 5, supra.

In its response, AEG, a section 501(c)(4) organization with the Internal Revenue Service
since May of 1994, stated that it was an “advocacy organization” engaged in activities such as
lobbying and the publication of pamphlets and academic studies. According to the response,
AEG also sponsored “radio ads for and against particular legislation.” AEG refuted the DCCC’s
contention that “Jim Ellis, a paid NRCC consultant,” controlled it. According to AEG, the board
of directors, of which Mr. Ellis is not a member, controlled the corporation. AEG stated that it
had engaged Mr. Ellis as a consultant on several past projects, including its fiscal year 2000
projects. AEG asserted, however, that its hiring of a “consultant who has proven effective at
legislative activity in the past” did not confer affiliation with any other group pursuant to the Act.

ARMPAC’s response stated that it was a multicandidate committee, which had been
registered with the Commission since 1994, but denied that it was connected to or affiliated with
any other organizations or campaign committees. The group denied that it had any control or
authority over the NRCC, the RMIC or AEG or that it had received funds from these other
organizations. In addition, ARMPAC stated that it had no knowledge of Representative DeLay
forming .any other organizations, apart from his re-election committee. According to the
response, the only facts proffered by the DCCC to support its claim that ARMPAC was linked
with the other respondent groups were that Jim Ellis was a paid consultant for ARMPAC and
that ARMPAC shared office space with AEG. The resi)ondent confirmed that Mr. Ellis, as a
paid consultant, had provided fundraising services for the organization. However, ARMPAC

stated that it did not concern itself with any other professional arrangements its consultants had
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with other organizations so long as th.ey did not affect ARMPAC’s receipt of services.
ARMPAC also denied that it shared office space with AEG.

In his response, Representative DeLay contended that the complaint relied solely upon |
the 12/6/99 Roll Call article to assert that Repreéentative DeLay “effectively runs” the USFN,
the RMIC, and AEG. According to the response, “Such an assertion does not constitute, in and
of itself, evidence of a violation” of the Act.

Representative Dick Arrﬁey’s response denied that he had any association with the
USFN, the RMIC, or AEG. He stated that, as a member of the Republican leadership in the
House of Representatives, he was “an ex-officio member” of the NRCC, but was not involved in
its day-to-day administration. Representative Armey further denied that he had prior knowledge
of any donation to any of the groups mentioned in the complaint, and that he first learned of the
$500,000 donation by the NRCC to the USFN through.pre'ss accounts. Representatives Dennis
Hastert and J.C. Watts, Jr. both asserted in their responses that, beyond their attendance at a
RMIC fundraiser, the complaint failed to assert that either participated in any of the activities
that form the basis for the DCCC’s claim.

2. Law

All committees established, financed, maintained, or controlled by the same person or
group of persons are affiliated, and share a single contribution limit. 2 U.S.C. § 441a(a)(5) and
11 C.F.R. §§ 100.5(g)(2), 110.3(a)(1) and (2). When registering with the Commission, a
political committee must include in its Statement of Organization “the name, address,

relationship, and type of any connected organization or affiliated committee.” 2 U.S.C.

§ 433(b)(2).
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In determining whether committees established, financed, maintained, or controlled by
the same person or group of persons are affiliated, the Commission examines several factors in
the context of the overall relationship between them. Such factors include: whether a committee
has the authority or ability to direct or participate in the governance of another committee
through provisions of constitutions, bylaws, contracts, or other rules or through formal or
informal practices or procedures; whether a committee has the authority or ability to hire,
appoint, demote or otherwise control the officers, or other decision-making employees or
members of another committee; whether committees have common or overlapping officers,
members, or employees, which indicates a formal or ongoing relationship between the
committees, or which indicates the creation of a successor entity; whether a committee provides
funds or goods, or arranges for funds, iﬂ a significant amount or on an ongoing basis to another |
committee, such as through direct or indirect payments for administrative, fundraising, or other
costs, but not including the transfer to a committee of its allocated share of proceeds jointly
raised pursuant to 11 C.F.R. § 102.17; whether a committee or its agent had an active or
significant role in the formation of another committee; and whether the committees have similar
patterns of contributions or contributors which indicates a formal or ongoing relationship
between them. 11 C.F.R. §§ 100.5(g)(4)(ii) and 110.3(a)(3)(ii).

3. Analysis®

In asserting violations based on an affiliation theory, the DCCC first claimed that through
Représentative DeLay, the NRCC had “the authority or ability to direct or participate in the
governance of’ the USFN, the RMIC and AEG “through informal practices or procedures,”

11 C.F.R. § 110.3(a)(3)(ii)(B) and “the authority or ability to . . . control [their] officers or other

8 Because the DCCC mentioned ARMPAC as being affiliated with these groups in only the most oblique
terms, this allegation is not discussed in the analysis of the affiliation theory. See discussion of ARMPAC supra.
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1  decision-making employees.” 11 C.F.R. § 110.3(a)(3)(ii)(C). With respect to the DCCC’s claim
2 that Representative DeLay “effectively runs” the NRCC, according to the NRCC’s website, the
3 NRCC is governed by its chairman and an executive committee composed of Republican
4 members of the House of Representatives. <http://www.nrcc.org/about/overview.htm> (last
5 visited May 14, 2003). Representative DeLay, along with the seven other elected members of
6 the House Republican Conference, serves as an ex-officio member of the NRCC’s executive
7  committee.” Even-assuming that Representative DeLay is influential with others at the NRCC,
8 that would not mean tha_t he, as a single individual, “effectively runs” the NRCC, such that he
9 places the NRCC, through him, in a position to direct or participate in the governance of, or

10  control the decision-making employees of, the USFN, the RMIC, and AEG. Neither the

¥ 11  complaint nor the public record present any information indicating that the NRCC itself has or
il 12  exercises this kind of authority with respect to these organizations.

i3 Moreover, the allegation that Representative DeLay (and through him, the NRCC) has
14  the ability to direct any of the three organizations or control their officers or decision-makers,
15  appears to be based entirely on the existence of past professional associations between

.16 Representative DeLay and persons alleged to be involved with the USFN, the RMIC, and AEG.
17  However, the mere fact that certain persons had professional relationships with Representative
18  DeLay does not, standing alone, support his ability to direct or control the organizations with

19

o The available information does not reveal whether ex-officio members of the NRCC executive committee

have voting rights. According to the NRCC website, the NRCC’s day-to-day operations are run by an Executive
Director, who “oversees a staff of over 50 professionals with expertise in campaign strategy development, planning
and management, research, communications, fund raising, administration, and legal compliance.”
<http://www.nrcc.org/about/overview.htm> (last visited May 14, 2003).
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which they are or became associated.

The complaint also alleged that the NRCC has “a common or overlapping membership”
or “has common or overlapping officers or employees” with the USFN, the RMIC or AEG
“which indicates a formal or ongoing relationship between” them, or “which indicates the
creation of a successor entity.” See 11 CFR. §§ 110.3(a)(3)(ii))(D)-(F). The complainant
attempts to satisfy these tests by again basing them on Representative DeLay, this time by
alleging that Representative DeLay himself “effectively runs” the NRCC, the USFN, the RMIC,
and AEG. However, the complaint offers no support for this allegation and this Office has not
uncovered any information indicating overlapping personnel or membership between the NRCC,
the USFN, the RMIC and AEG."

The complaint additionally alleged that the NRCC or. its agent'' “had an active or
significant role in the formation of”’ the USFN, the RMIC, and AEG, and therefore met this test
of affiliation. Other than the allegation, there is no information in the complaint or in the public
record showing that the NRCC or its agents played a role in establishing the USFN or AEG.

AEG was incorporated in 1993 in North Carolina as Citizens’ Alliance for Business and Jobs

10 The regulations relating to “affiliation” do not appear to encompass membership in the same political party,

a circumstantial factor of affiliation that would appear to be overbroad and unworkable.

1 The only circumstantial factors of affiliation to specifically mention an “agent” are 11 C.F.R.

§§ 100.5(g)(4)(ii)({T) and 110.3(a)(3)(ii)(1).
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and has been registered as a 501(c)(4) organization since 1994, 2 Ac;:ording to its Articles of
Incorporation filed with its response, the USFN was incorporated in Virginia in 1996."” The
information in hand does not indicate that any of the individuals referenced therein as the initial
registered agent, incorporator, or initial member of the board of directors was an agent of the
NRCC.

The RMIC was incorporated in Virginia in May of 1999 and is registered as a section 527
organization. The press reported that Mr. Buckham was “instrumental” in the creation of the
RMIC and that he discussed its creation with Representative DeLay and Mr. Gallant. Jim
VandeHei, NRCC'’s $500,000 Donation Linked to DeLay Advisors, Roll Call, Dec. 6, 1999 at
Al. Even if Representative DeLay played a role in the formation of th¢ RMIC, however, there is
no information that he did so as an agent of the NRCC." To the contrary, the sworn affidavit of

the NRCC’s deputy director averred, “The NRCC did not establish or authorize the creation of

12 AEG’s stated purpose is “to educate and inform the general public about policies pertaining to the
reduction of government regulation and taxation of business entities and their employees.” James W. Ellis is listed
as one of the incorporators and as the registered agent for the group. In May of 1996, articles of amendment were
filed, changing the name of the organization to Americans for Economic Growth. Mr. Ellis, who apparently
continued as the registered agent until June 2000, filed papers with the state in June of 1996 designating the group’s
principal office as being located on Leesburg Pike in Falls Church, VA. Mr. Ellis, who is described in various press
reports as having close ties with Representative DeLay, reportedly has also served as a consultant to the NRCC,
ARMPAC, and the Alexander Strategies Group. Greg Hitt, Group with DeLay Ties Pay for Ads Pressing
Democrats on Social Security, The Wall Street Journal, Nov. 4, 1999, A32; James VandeHei and Greg Hitt,
Democrats Sue GOP’s DeLay, Claim He Extorted Donations, The Wall Street Journal, May 4, 2000, A28,

13 There is a discrepancy between the Articles of Incorporation provided in the response of the USFN and the
Articles of Incorporation on file with the Virginia State Corporation Commission. The initial board of directors
listed in the articles provided by the response consists of Christopher Geeslin, Len Phelps, and Brett Leonard,
whereas the articles provided by the Virginia State Corporation Commission did not mention Christopher Geeslin
but did list William Dahlgren as a member of the board of directors. Both articles listed the incorporator of USFN
as John S. Miles and the initial registered agent as William J. Olson.

14 By analogy, even in the circumstances involving possible affiliation between authorized candidate
committees and candidate PACs or leadership committees, where the candidate has certainly played a role in the
formation of the latter committees, the Commission has concluded that it would consider the possibility of
“affiliation” on a case-by-case basis, and would examine the relationships between the committees. See Explanation
& Justification for 11 C.F.R. § 110.3(a), 54 Fed. Reg. 34101 (1989).
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any of the three committees named in the complaint.”

Stripped of the alleged linkage of the NRCC through Representative DeLay, the
complaint’s only remaining basis for affiliation rests on the‘ allegation that the NRCC “provides
funds . . . in a significant amount” or “causes or arranges for funds in a sighiﬁcant amount . . . to
be provided to another.”” See 11 C.F.R. §§ 110.3(a)(3)(ii)(G)-(H). At most, this might provide
a single link between the NRCC and the USFN, and a possible indirect link between the NRCC

and AEG, because the NRCC provided $500,000 in non-federal funds to the USFN in 1999, and,

- as discussed infra, may have been involved in the USFN’s transfer of $300,000 to AEG."

Although the fact that one organization contributed or donated money to another does not suffice
to establish that the organizations are affiliated under 2 U.S.C. § 441a(a)(5) or that the donor
“established, financed, maintained or controlled” the recipient within the meaning of 11 C.F.R.
§ 110.3(a), evidence that a potential sponsoring organization “provides funds . . . in a significant
amount” or “causes or arranges for funds in a significant amount . . . to be provided to another,”
11 CFR. §§ 110.3(a)(3)(ii)(G)-(H), are circumstantial factors that indicate that the potential
sponsoring organization may have “financed” the recipient. |

The law states that if the NRCC “financed” thg USFN and AEG within the meaning of
the Act and the regulations, without anything else, these entities would be “afﬁliéted” because

the affiliation concept is defined in the disjunctive (“established, financed, maintained or

15 This Office was not able to corroborate the DCCC’s unsupported assertion that the NRCC had “an apparent
practice” of directing Republican Members of Congress to contribute to and fundraise on behalf of the RMIC.

16 There is no information showing that the NRCC made any other donations to the USFN or any other direct
or indirect donations to AEG. This Office has found no evidence contradicting the statement made in the NRCC’s
sworn affidavit that it did not give any donations to the RMIC.
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1  controlled”). 11 C.F.R. § 100.5(g)(2). However, proving the circumstantial factor of affiliation
2 in the regulations that a committee provided funds in a significant amount to another entity does
3 not, by itself, necessarily establish that the sponsoring committee “financed” the other entity.
4  This is because the circumstantial factors of affiliation are examined “in the context of the
5 overall relationship between” the entities “to determine whether the presence of any factor or

wda 6 factors is evidence of one of the” entities “having been established, maintained, financed or

j 7  controlled,” by the other. 11 C.F.R. § 110.3(a)(3)(ii). In essence, the Commission performs a

i 8  “totality of the evidence” analysis.
o 9 | The information in hand indicates that the NRCC’s donation constituted a large

10 i)ercentage of the USFN’s and AEG’s receipts in 1999." There could be circumstances in which

11  funds provided in a significant amount, without more, could reach the level of “financing” and
12 hence “affiliation,” such as a case where the receiving entity is dependent on the sponsoring

13 committee's funding for its initial existence or there is ongoing funding to permit the continuing
14  functioning of the entity. However, “in the context of the overall relationship” between the

15 NRCC and the USFN or the NRCC and AEG, the presence of this one circumstantial factor of
16 “financing” would not appear to result in the NRCC having established, financed, maintained or
17  controlled these other entities. 11 C.F.R. § 110.3(a)(3)(ii).

18 Here, the USFN was established in 1996, three years before the transfer at issue. The

19  attachments to the response of NRCC show that prior to the receipt in 1999 of the NRCC’s

20  $500,000 donation, the USFN was actively pursuing a varied agenda andlhad published a |

21  newsletter called Today’s Family, issued talking points on legislative issues, and mailed

7 The press reported that the USFN’s 1999 yearly receipt total was $1.1 million, which appears to include the

$500,000 donation from the NRCC. Damon Chappie, AEG Documents Reveal Transfer, Roll Call, March 8, 2001.
If the report is accurate, the NRCC'’s donation constituted approximately 45% of the USFN’s 1999 receipts. The
press also reported that the $300,000 transferred to AEG from the USFN was over 75% of AEG’s 1999 funding. /d.
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numerous letters to Congress on legislative issues. Likewise, the corporation that became AEG
was incorporated in North Carolina in 1993, six years before the transfer of $300,000 to AEG.
AEG’s response stated that it had lobbied on legislative issues, published pamphlets and
academic studies, and ran ads on particular legislation since its recognition as a 501(c)(4)
organization in 1994. Thus, each of these organizations hﬁd an independent existence and
agenda prior to, as aside from, the receipt of the NRCC’s funds.

Although the one-time donation from the NRCC may have involved a pre-arrangement
through which the NRCC intended that the funds be used for specific allocable activity desired
by the NRCC, see discussion infra, there is no information indicating that such a possible
arrangement was one the NRCC could have legally enforced or one which gave the NRCC
control over the other entities eithef then or in the future. Under these circumstances, the
importance of the NRCC’s donation, for purposes of an affiliation analysis, is significantly
diminished. In the context of the overall relationship between the NRCC and the USFN and
AEQG, it does not appear that the NRCC established; maintained, financed or controlled either
entity.

Based on the above, it appears that the National Republican Congressional Committee,
the US Family Network, the Republican Majority Issues Committee and Americans for
Economic Growth are not affiliated within the meaning of 2 U.S.C. § 441a(a)(5) and 11 C.F.R.

§ 100.5(g)(2). Therefore, this Office recommends that the Commission find no reason to believe
that the National Republican Congressional Committee, the US Family Network, the Republican
Majority Issues Committee and Americans for Economic Growth violated 2 U.S.C.

§§ 441a(a)(1) or 441a(f).
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B. Allocation

1. The Complaint and Responses

The DCCC asserted that even if there were no affiliation, the NRCC’s $500,000 transfer
to the USFN violated the Commission’s allocation rules. The DCCC alleged that the NRCC
transferred the money to the outside group so that it could conduct allocable activities “entirely
with soft money.” Citing the 12/6/99 Roll Call article, the DCCC quoted, as support, feported
statements of Dan Mattoon, who was then Deputy Chairman of the NRCC, that the NRCC was
“disappointed and frustrated that the conservative base was not energized to turn out [voters] for
our candidates. So we thought that in 1999 that it made sense that we help these groups . ...”
The DCCC asserted that the NRCC donated the funds to the USFN because Mr. Buckham, who
allegedly solicited them, could be “relied upon” to use the money to promote Republican
Congressional candidates. The DCCC quoted language from the 12/6/99 Roll Call article,
rgporting ﬁat Dan Mattoon said that, because of its affiliation with Mr. Buckham, the USFN
would have “an important impact in the elections, favorably for Republicans.” Id.

In his response, Mr. Mattoon denied having any role in the NRCC’s October 20, 1999
transfer of funds to the USFN." According to the response, he was not employed by the NRCC
during the relevant time period and therefore “had no responsibility for or knowledge about the
funds sent to the USA Family Network.” Referencing the 12/6/99 Roll Call article, Mr. Mattoon

asserted that the comments alleged to have been made by him were “taken out of context” and

18 At the time of the submission of his response in February 2000, Mr. Mattoon held the position of Deputy

Chairman of the NRCC. The complaint apparently was in error when it referred to Mr. Mattoon as holding the
position of Executive Director.
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1  did not “accurately” reflect his “knowledge about these funds, about which [he] had no first-hand
2 knowledge.””
3 Although it acknowledged its $500,000 donation to the USFN, see discussion supra, the
4 NRCC contended that it had no control over how the USFN was going to spend the money but
5  believed that the funds were going to be used in a manner consistent with certain materials
6 provided by the USFN and not for any “electioneering purposes.” These materials, which were
ks 7  enclosed with the NRCC’s response, included: the USFN’s mission statement; a USFN
A 8 Legislative Report dated August 6, 1999; and several issues of the group’s newsletter, Today s

9  Family. See NRCC Response, Attachment B. According to the NRCC, none of the activities

10  described in those materials falls under the Act.

11 Relying on statements reportedly made to the press by Bob Mills® and the NRCC’s

1 12 Deputy Chairman, Dan Mattoon, the USFN’s joint response contended that “these public

13  statements indicate” that the NRCC donated $500,000 to the USFN in a non-election year

14  because the NRCC wanted to “associate with and to support a group it agrees with on the

15  issues.”

16 With respect to the advertisements run in 1999 by AEG, which the complaint alleged

17 “attacked Democratic candidates while bearing a stark similarity to ads run by the NRCC itself,”

18  AEG’s response asserted that these “were issue advocacy, directed at particular widely-

19 Likewise, the NRCC response made the point that Mr. Mattoon joined the NRCC “long after these
contributions were made . . .” and that he had “no first-hand knowledge about the contribution at issue or the reasons
behind it.” :

2 Mr. Mills was the Executive Director of the USFN. According to the 12/6/99 Roll Call article, Mr. Mills
stated that the $500,000 donation from the NRCC would be used to lobby GOP leaders and members to support a
pro-family bill of rights and that future radio advertisements and mass mailings were likely.
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recognized legislation to protect Social Security, and were bipartisan; in that they addressed both
Democratic and Republican officeholders.”*
2. Law

To ensure compliance with the Act’s contribution limits and with the farohjbition on
corporate and labor union contributions, Commission regulations require that political
committees that finance activities in connection with both federal and non-federal elections
either: 1) establish separate federal and non-federal accounts, with the federal account consisting
only of funds subject to the Act’s limitations and prohibitions; or 2) establish a single account to
finance federal and non-federal activities, which shall receive only contributions subj ect to the
limitations and prohibitions of the Act. 11 C.F.R. § 102.5(a)(1).? Committees that have
established- separate federal and non-federal accounts must make all disbursements, expenditures,
and transfers in connection with any federal election from their federal account. 11 C.F.R.
§§ 102.5(a)(1)(i) and 106.5(a)(1). Where a committee has violated section 102.5(a)(1) by
disbursing funds from its non-federal account in connection with a federal election, the
committee has also violated 2 U.S.C. §§ 441a and 441b(a) if the non-federal account contained
excessive and corporate or labor organization funds at the time of the disbursement. See
MUR 3670 (California Democratic Party) (“CDP”’), MUR 3774 (National Republican Senatorial

Committee) (“NRSC”), and MUR 4709 (Democratic County Executive Committee of

Philadelphia).

A AEG did not provide copies of the scripts for these advertisements nor did the respondent identify which

officeholders were highlighted in the advertisements or how the advertisements were funded.
2 Pursuant to BCRA, the Commission promulgated new regulations under which the national party
committees are prohibited from soliciting, receiving, directing to another person or spending non-federal funds, that
is, funds that are not subject to the limits, prohibitions and reporting requirements of the Act, 11 C.F.R. § 300.10,
and the allocation provisions were revised to sunset as to the national party committees as of December 31, 2002.
See 11 C.F.R. § 102.5(c).
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Party committees with separate federal and non-federal accounts must allocate expenses
for certain categories of shared ac_tivities between their federal and non-federal accounts. See
11.C.F.R. §§ 106.5(a) and 106.5(g)(1)(i). House campaign committees of national parties must
allocate costs of non-fundraising allocable activities based on the ratio of federal expenditures to
total federal and non-federal disbursements made by the committee during the two-year federal
election cycle, with a minimum of 65% to be allocated to the federal accounts each year.
11 C.F.R. §§ 106.5(c)(1) ar;d (2). A party committee must pay “the entire amount of an allocable
expense from its federal account and [then] 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). Allocable activities include, inter alia, the costs of generic voter drive
activities. 11 C.F.R. § 106.5(2)(2). “Generic voter drives” are defined 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.” 11 C.F.R. § 106.5(a)(2)(iv). The
Commission has long recognizéd that get-out-the-vote (“GOTV”) drives have an impact on
federal elections. See Methods of Allocation Between Federal and Non-Federal Accounts;
Payments,; Reporting, 55 Fed. Reg. 26058, 26065 (June 26, 1990) and Advisory Opinions
1978-10, 1978-28, and 1978-50 (explaining that voter drives have a direct impéct on federal
elections and should be allocated between federal and non-federal accounts). But see McConnell
v. FEC, Civ. No. 02-0582, slip op. at 26-37 (D.D.C. May 2, 2003) (Leon, J.) (Judge Leon
concluding that such activities “only indirectly” affect federal elections).

The Commission also has acknowledged the impact of other political party committee

activity on both federal and non-federal elections, specifically, so-called party “issue
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advertisements.” In Advisory Opinion 1995-25, the Commission concluded that party-financed
advertisements that focused on national legislative activity and promoted a national political
party should be considered as having been made in connection with both federal and non-federal
elections and should be allocated on the same bésis as administrative and generic voter drive

costs, unless the advertisements qualified as coordinated expenditures. The proposed legislative

- advertisements at issue in AO 1995-25 did not mention an election and may or may not have

referenced federal candidates. The Commission’s conclusion jn AO 1995-25 was grounded in
Buckley v. Valeo, in which the Supreme Court observed that expenditures made by organizations
whose main purpose is the nomination or election of a candidate are, by deﬁnitioﬁ, campaign-
related. See Buckley v. Valeo, 424 U.S. 1, 79 (1976) (“Buckley). As further support for its
decision, the Commission noted that the stated purpose of the advertisements in AO 1995-25,
which was to gain popular support for Republican positions on given legislative measures and to
influence the public’s positive view of Republicans and their agenda, “encompasses the related
goal of electing Republican candidates to Federal office.” See MUR 4538 (Alabama Republican
Party) (the Commission found probable cause to believe that a state party committee violated

2 U.S.C. §§ 441a(f) and 441b(a) and 11 C.F.R. § 102.5 by failing to allocate funds used for issue
advocacy).

The Commission has determined in prior enforcement matters that a party committee that
gives non-federal funds to a third party with the knowledge that all or part of the funds will be
used to conduct allocable activity must allocate and report those expenditures as if the party
committee had made those expenditures directly. See MUR 3670 (CDP) and MUR 3774
(NRSC). In MUR 3670, the Commission found probable cause to believe that the CDP violated

2 U.S.C. § 441b(a) and 11 C.F.R. §§ 102.5(2)(1), 104.10(b)(4), and 106.5(d) when it failed to
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allocate the costs of voter registration and GOTV activities between its federal and non-federal
accounts. In a subsequent district court case brought by the Commission, the court rejected the
CDP’s motion to dismiss, holding that where the CDP transferred non-federal funds to an
initiative group to conduct voter registration and GOTV activities and knew that the group would
use the funds to increase the number of Democratic voters, it was required to allocate its
payment to the initiative group.? FEC v. California Democratic Party, 13 F. Supp.2d 1031,
1034-1035 (E.D. Calif. 1999). In MUR 3774, the Commission found probable cause to believe
that the NRSC failed to allocate payments made to a third party to conduct GOTV drives and
issue advocacy. The interpretations of the Act and Commission regulations reflected in these
cases ensure that a party committee cannot do indirectly what it is prohibited from doing directly
— that is, use impermissible funds for campaign acti-vity intended, in whole or part, to influence
federal elections. See 2 U.S.C. §§ 441a and 441b(a).
3. Analysis

At the time it filed its complaint, the DCCC was aware through press reports that the
NRCC had transferred $500,000 in non-federal funds to the USFN on October 20, 1999. The
complaint alleged that the NRCC had done so in order to pay for allocable GOTV and issue
advocacy efforts with 100% soft money. The DCCC also alleged, referencing several press

reports, that AEG had sponsored a series of radio advertisements attacking “...Democratic

3 But see MUR 4215 (Democratic National Committee) (where the Commission declined to adopt the
General Counsel’s recommendations to find probable cause to believe that the Democratic National Committee
(“DNC”) violated 2 U.S.C. §§ 441a(f) and 441b and 11 C.F.R. § 106.5(b) when it transferred certain funds to state
party committees with the intention that those funds be used for voter drive advertisements and allocated these
transfers between its federal and non-federal accounts using the state party committees’ more favorable allocation
ratios rather that its own allocation ratio). Two aspects of this matter warrant explanation. First, in finding no
probable cause to believe that the DNC violated the Act, the Commission relied, in part, on provisions of the Act
and Commission regulations that permit unlimited transfers between a national party committee and an affiliated
state party committee. See Statement of Reasons in MUR 4215 dated March 26, 1998, at 4. Second, MUR 4215
involved how payments for the voter drive advertisements should be allocated between federal and non-federal
accounts; the need to allocate the payments between accounts in some manner was unquestioned.
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1 candidates while bearing a stark similarity to [television] ads” that the NRCC ran in October
2 19992
3 After the responses were submitted, but prior to the activation of this matter, the press
4  reported that, based on the 1999 tax return filed by the USFN, it appeared that the USFN had
5 transferred $300,000 to AEG during that year. Damon Chappie, AEG Documents Reveal
6  Transfer, Roll Call, March 8, 2001.* Although the USFN’s Executive Director, Bob Mills,
7  reportedly denied that the “the $500,000 NRCC contribution was passed along . . . to AEG,” id.,
8 it appears that the NRCC’s monetary transfer to the USFN, the USFN’s $300,000 transfer to

9  AEG and the series of radio advertisements focusing on the issue of Social Security may be

10  related.

§

.y
Hent

11 Publicly available information indicates that in the fall of 1999 the Republican Party

o s
et A,

ol

12 inaugurated a project called “Stop the Raid!”* According to materials issued by the Republican

13 Party, the project was a multi-pronged effort to prevent the President and Congress from

14  financing federal programs in FY2000 out of the Social Security Trust Fund surplus. Stop the
15 Raid! Talking Points, dated September 29, 1999, state, in part that, “Republicans believe that
16 every working American should know unequivocally that Medicare and Social Security

17

2 The DCCC did not allege that the USFN had transferred some of the funds it had received from the NRCC
to AEG or contend that there was any connection between the transfer and AEG’s radio advertising. Since the
USFN and AEG were not registered and reporting with the FEC as political committees, the DCCC would not
necessarily have known from a search of publicly available information about any monetary transfers between the
two groups.

» Following the 12/6/99 Roll Call article regarding the transfer of $500,000 from the NRCC to the USFN,
and a lawsuit filed in 2000 by the DCCC against Representative DeLay, the USFN, AEG, and others, the press
actively covered the prior conduct of many of the respondents in this MUR. All press reports cited in the Analysis
are attached (in chronological order) to this Report as Attachment 2. The staff was not aware of this or other press -
articles cited in this Report until after the case was activated and public records were searched as part of standard
procedure in preparing a First General Counsel’s Report.

% Some of the materials issued by the Republican Party indicate that the project was also called the “Securing
America’s Future Project STOP THE RAID! on the Social Security Surplus.” See
http://hillsource.house.gov/stoptheraid/TalkingPoints.html.
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will be there for them when they retire. This spring, the House passed the Social Security and

Medicare Safe Deposit Act of 1999 and moved one step closer to making our commitment a
3 reality.” (emphasis in original). The Talking Points also asserted that “[A]s we work to
complete next year’s budget (FY2000), Republicans will not waiver [sic] in our efforts to

preserve the Social Security Trust Fund for today’s and tomorrow’s seniors” and “[w]e must

stop the President from breaking his promise and stop the current raid on the Social
Security Trust Fund.” (emphasis in original).

http://hillsource.house.gov/stoptheraid/TalkingPoints.html.

Representative J.C. Watts, the Chairman of the House Republican Conference, who
10

reportedly managed thie communications portion of the project, issued a “Dear Colleague” letter
11

on October 19, 1999 in which he stated, “We have won our battle to stop the raid on the Social
12

Security Trust Fund.” Jim VandeHei and John Bresnahan, House Leaders Plan Ad Blitz on
13

Budget Strategy, Roll Call, Sept. 29, 1999, at 1. The letter announced that President Clinton had
14

agreed to meet with congressional leaders to discuss funding the FY 2000 federal budget without
15

using the Social Security Trust Fund and, in closing, urged members of the House Republican

16  Conference to “celebrate the victory with your constituents.” See
17  http://hillsource.gov/DearColleagues/DC106/19991019sshtml. The press reported that House
18 Republicans “...believed they scored a winner with this issue as they worked to complete the
19
20

fiscal 2000 federal budget without borrowing from the trust fund. Protecting Social Security

against higher-spending Democrats became the Rebublican theme.” Dave Boyer, GOP'’s Test Ad
21

Takes Aim at Gephardt, The Washington Times, October 31, 1999, at C4.
22

Publicly available information indicates that, as part of the Stop the Raid! project, House
23

Republicans and the NRCC sponsored a series of television advertisements in a number of
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Democratic “target districts” relating specifically to the issue of protecting the Social Security
surplus. Jim VandeHei and John Bresnahan, House Leaders Plan Ad Blitz on Budget Strategy,
Roll Call, Sept. 29, 1999, at 1; David Espo, Social Security Ads Irk Democrats, AP Online, Nov.
3, 1999. According to press reports, the television advertisements were placed in the districts of
as many as eight to ten Democrats considered “vulnerable” in the 2000 elections. David Espo,
Social Security Ads Irk Democrats, AP Online, Nov. 3, 1999; Dave Boyer, GOP’s Test Ad Takes
Aim at Gephardt, The Washington Times, October 31, 1999, at C4.

Funding for this advertising campaign, which, according to news articles, was in the
$500,000 to the $1 million range, was reportedly approved at an emergency meeting of the
NRCC'’s executive committee in September of 1999. John Bresnahan and Damon Chappie,
NRCC Kept Members in Dark, Chairman Didn’t Get Sign-Off for Contribution, Roll Call, Dec.
13, 1999. The press also reported that the campaign was controversial in Republican circles,
partly because the NRCC used hard money a year ahead of the 2000 elections to fund the
advertisements. David Espo, Social Security Ads Irk Democrats, AP Online, Nov. 3, 1999.
6nce launched, the advertising campaign apparently ran into problems in certain districts. For
example, Democratic Representatives Chet Edwards (TX) and Dennis Moore (KS) reportedly
convinced local stations to stop running the advertisements on the basis that they were factually
inaccurate.”’ Greg Hitt, Republican Had Questions About Groups Tied to DeLay, The Wall

Street Journal, June 1, 2000.

z Press reports indicate that subsequent to this advertising campaign, the NRCC produced and presented to a
focus group a similar television spot highlighting House Majority Leader Richard A. Gephardt and public statements
he made regarding the necessity of using part of the Social Security surplus to cover the federal budget. The press
reported that the NRCC considered running the television advertisement in the home districts of several Democratic
leaders, including Mr. Gephardt’s district in Missouri. It is not known whether the NRCC ever distributed this
particular advertisement. Dave Boyer, GOP's Test Ad Takes Aim at Gephardt, The Washington Times, October 31,
1999, at C4.
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On October 20, 1999, the NRCC donated $500,000 in non-federal monies to a non-profit
organization, the USFN.%® See NRCC 1999 November FEC Disclosure Report. Press reports
indicate that Ed Buckham, who was then operating a fundraising and consulting firm called the
Alexander Strategy Group, solicited this $500,000 donation at about the same time as the
NRCC’s Social Security advertisement campaign was running into the aforementioned
roadblocks.?”? Jim VandeHei, NRCC'’s $500,000 Donation Linked to DeLay Advisers, Roll Call,
December 6, 1999; Greg Hitt, Republican Had Questions About Groups Tied to DeLay, The
Wall Street Journal, June 1, 2000.

Representative Tom Davis, the NRCC Chairman, is reported to have said that he did not
“know what U.S. Family did with their money,” but that he understood that the group intended to
use the money for a grassroots program. The same press account stated that Representative
Davis was “surprised” by the USFN’s transfer of funds to AEG. Damon Chappie, AEG
Documents Reveal Transfer, Roll Call, Mar. 8, 2001. However, the press also reported that
Mr. Buckham, who solicited these funds on behalf of the USFN, had “approached party [NRCC]
officials with a plan to open what amounted to a secqnd front of [social security] ads.” Greg
Hitt, Republican Had Questions About Groups Tied to DeLay, The Wall Street Journal, June 1,
2000, at A24. Publicly available information indicates that within a few weeks of the NRCC

transferring the '$500,000 to the USFN, the aforementioned AEG-sponsored advertisements

% Publicly available documents indicate that on the same day that the NRCC donated $500,000 to the USFN
it also gave $250,000 to the National Right to Life Committee.

» During the relevant time period, there were reportedly additional connections between Mr. Buckham and
the USFN. Press reports indicate that the Alexander Strategy Group was leasing space for $3,000 a month in a
townhouse owned by the USFN. Peter H. Stone, Campaign Circuit for April 22, 2000, National Journal, April 22,
2000; Damon Chappie, Tax Returns Shed Light on U.S. Family Network Skybox, Truck, Townhouse are Among
Expenditures, Roll Call, April 3, 2000. Reportedly, Wendy Buckham, who is married to Ed Buckham, served as the
USFN’s treasurer for several years. Damon Chappie, U.S. Family Network Faces More Scrutiny, Roll Call, April 6,
2000. Records also reportedly showed that a 1997 truck owned by the USFN was registered at the Buckhams’
Maryland residence. Id.
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began running in the districts of four “vulnerable Democrats™: Representative Rush Holt (NJ);
Representative Shelley Berkley (NV ); Representative Dennis Moore (KS); and Representative
Ken Lucas (KY).* Greg Hitt, Group with DeLay Ties Pays for Ads Pressing Democrats on
Social Security, The Wall Street Journal, Nov. 4, 1999, at A32. The press described these four
first-term Democrats as among the “GOP’s top targets for defeat as Republicans fight to preserve
the party’s slim five-seat majority in the House.” Id. The AEG radio advertisements, which the
press stated were “among the first independently funded political messages of the 2000 election,”
reportedly asserted that “liberals in [Clongress” were “poised to raid the retirement program”
and urged listeners to call “our congressman” and tell them “to stop the raid.” Greg Hitt, Group
with DeLay Ties Pays for Ads Pressing Democrats on Social Security, The Wall Street Journal,
Nov. 4, 1999, at A32; Damon Chappie, AEG Documents Reveal Transfer, Roll Call, March 8,
2001. Press reports noted that there were similarities between these AEG radio advertisements
and the television advertisements sponsored by the NRCC.*' Greg Hitt, Group with DeLay Ties
Pays for Ads Pressing Democrats on Social Security, The Wall Street J oumz;ll, Nov. 4, 1999, at
A32; Jim VandeHei and Greg Hitt, Democrats Sue GOP’s DeLay, Claim He ‘Extorted’
Donations, The Wall Street Journal, May 4, 2000, at A28; Greg Hitt, Republfcan Had Questions
Abo-ut Groups Tied to DeLay, The Wall Sfreet Journal, June 1, 2000, at A24.

Had the NRCC sponsored these radio advertisements on its own, its payments for the
advertisements would apparently have been allocable. Bésed on descriptions of the

advertisements in press accounts, it appears that these advertisements were intended to boost the

30 The NRCC’s Social Security advertisement also reportedly ran in Representative Berkley’s district. Greg

Hitt, Group with DeLay Ties Pays for Ads Pressing Democrats on Social Security, The Wall Street Journal, Nov. 4,
1999, at A32.

3 The press reports do not specify how the AEG advertisements and the NRCC advertisements resembled
each other. If the Commission approves this Office’s recommendations, this Office will obtain copies of the
advertisements as part of the formal discovery process.
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pdblic’s perception of the Republican Party on Social Security and ultimately improve the
Party’s chances of putting more Republicans in office during the next election cycle. See AO
1995-25 and MUR 4538 (Alabama Republican Party) (the Commission found that “so-called
party issue ads” impacted both federal and non-federal elections, and are therefore allocable
expenses). Thus, the advertisements could not have legally been paid for with entirely non-
federal funds.

The pr'oposed transfer of funds to the USFN reportedly ran into opposition at the NRCC.
Scott Hatch, who was then serving as the NRCC’s Executive Director, reportedly had such
“strong opposition” to it that he twice turned down Mr. Buckham’s request for the funds in early
Octoi)er 1999. Greg Hitt, Republican Had Questions About Groups Tied to DeLay, The Wall
Street Journal, June 1, 2000, at A24. Mr. Hatch reportedly stated, “On the advice of legal
counsel, I informed the chairman that I would not authorize the contribution, and if he chose to
do so, it would be over my explicit objection.”** Damon Chappie, AEG Documents Reveal
Transfer, Roll Call, Mar. 8, 2001. News reports state that the NRCC’s Chairman, Represéntative
Tom Davis, did not seek the approval of the 36-member executive committee prior to donating
the money, although at least some NRCC members were reportedly notified informally of the
pending transfer. John Bresnahan and Damon Chappie, NRCC Kept Members in Dark, Roll
Call, Dec. 13, 1999.

The NRCC'’s response to the complaint sheds little light on the circumstances

surrounding the transfer. The NRCC response contained no information regarding the events

2 According to one news article, Scott Hatch, as Executive Director of the NRCC, was concerned about

whether a donation to the USFN would somehow conflict with FEC rules on political party transfers to outside
groups. The article links Mr. Hatch’s decision against the transfer to the October ruling in California Democratic
Party, which required that such party contributions be a mix of hard and soft money. Greg Hitt, Republican Had
Questions About Groups Tied to DeLay, The Wall Street Journal, June 1, 2000, at A24.
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. leading up to the NRCC’s donation of $500,000 to the USFN, nor did it reference any internal or

external communications, not even the reported solicitation by Ed Buckham cited in the
complaint. A1though the NRCC’s response stressed that it had no control over how the USFN
would spend the funds, the key issue is not control but rather knowledge concerning the use of
the funds. See MUR 3774 (NRSC) (the Commission found .probable cause to believe that the
NRSC violated the allocation réquirements when the NRSC made payments to a third party with
the knowledge that the payments would be used to fund GOTV drives and issue advocacy).
According to its response, the NRCC believed the funds would be used in a manner consistent
with the materials provided by the USFN and not for any electioneering purposes. The NRCC
did not cite to any specific part of the USFN materials and did not state whether it knew what the |
USFN ultimately did with the funds. The USFN’s mission statement recited that it used “a

combination of education, advocacy and grassroots organization” to achieve its goals. The

- knowledge that the USFN engaged in these activities, coupled with the reported statements of

Mr. Hatch, Representative Davis, and Mr. Mattoon,” supports an inference that the NRCC may
have known that the USFN intended to use some or all of the funds to engage in allocable GOTV
projects and education advocacy. There are, of course, other reasonable inferences, but this
factual record warrants further investigation under the “reason to believe” standard.

Sim_ilarly, the USFN’s response to the complaint contained no information concerning
how it disposed of any of the $500,000 and no discussion regarding ahy communications it, or its
agents, including Ed Buckham, may have had with the NRCC, AEG, or others preceding or

subsequent to its receipt of the transfer. By the time of its February 2000 response to the

B Although Mr. Mattoon states in his response that he had no firsthand knowledge about the funds in
question, as the recently appointed Deputy Chairman of the NRCC at the time of his reported press statements, he
may have gathered information from others about the donation and its purpose in order to respond to press inquiries.
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complaint, it appears likely that the USFN may have already donated $300,000 to AEG* and that
AEG had run a series of advertisements reportedly highlighting the same issues as the previous
NRCC advertisements.” Instead of stating what the USFN did with the funds, or what it
discussed with the NRCC and AEG, the USFN curiously quotes press statements of its own
Executive Director, Bob Mills, and those t;:f the NRCC’s Dan Mattoon and concludes that “these
public statements indicate that that the NRCC made the donation to thg [USFN]... to support a
group it agrees with on the issues.” AEG’s response also omitted any mention of the purported
$300,000 transfer from the USFN and any communications it had regarding the receipt of those
monies. Only an investigation can probe whether there were communications between or among
the NRCC, the USFN, and AEG that clarifies the extent of any NRCC knowledge regarding the
intended use of the transferred funds.

Moreover, the statements reportedly attributed to Bob Mills, and relied upon by the
NRCQC, that the USFN would ﬁse the funds to lobby GOP leaders and members to support a pro-
family bill of rights and possibly for radio advertisements or mass mailings, warrant additional

scrutiny. See footnote 19, supra. In addition to the fact that the USFN reportedly was not

34 At some point in the fall of 1999, the NRCC reportedly attempted to retrieve the funds from the USFN, but
failed because the money had already been disbursed. Greg Hitt, Republican Had Questions About Groups Tied to
DeLay, The Wall Street Journal, June 1, 2000, at A24.

3 According to one of the press reports specifically cited by the complainant, the AEG spots came “directly
on the heels” of the NRCC advertisements. Jim Vandehei and Ethan Wallison, DCCC Blasts Radio Ads, Roll Call,
Nov. 4, 1999, at 1. Damon Chappie, AEG Documents Reveal Transfer, Roll Call, Mar. 8, 2001.
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registered to lobby at that time,* press reports indicate that the USFN did not engage in large-
scale issue advocacy. Damon Chappie, Tax Returns Shed Light on U.S. Family Network Skybox,
Truck, Townhouse are Among Expenditures, Roll Call, April 3,2001. By the time Mr. Mills
reportedly made the statements, it appears that the USFN may have already transferred $300,000
to AEG. Tax recofds reportedly show that in 1998, the USFN had contributions totaling $1.3
million from five sources and assets that included a townhouse, a truck, and a 15-year lease on
skybox tickets. Id. In 1998, the USFN reportedly expended $665,863, with 60% going towards
fundraising and consulting. Id. According to the same press account, only $91,000 was spent in
1998 on education and advertisements, which is characterized as being low for a' group that
supposedly focuses on “grass-roots style advocacy.” Id. Reportedly, the USFN had only
relatively “modest” expenses for salaries, postage, and telephone service, which are typically a
large part of the average advocacy group’s budget. Id. The USFN reportedly started 1999 with
$700,000 in the bank. Id.

The timing and manner in which $500,000 in noﬁ-federal funds reportedly moved from
the NRCC to the USFN and the $300,000 reportedly moved from the USFN to AEG, as well as
the temporal proximity and reported similarities in the NRCC and AEG advertisement
campaigns, suggesf that these activities may have been connected at the time of the donation to
the USFN. Additional questions about possible connections and the NRCC’s knowledge of them
arise from the reports that Ed Buckham, who was soliciting funds for the USFN, approached the

NRCC with a plan to open up a “second front” of Social Security advertisements, the refusals of

36 According to press reports, the USFN was not registered to lobby with the House and Senate disclosure

offices until sometime in February of 2000. Damon Chappie, Tax Returns Shed Light on U.S. Family Network
Skybox, Truck, Townhouse are Among Expenditures, Roll Call, April 3, 2000. When the USFN registered to lobby
it was reportedly on such issues as tobacco regulation, ballistic missile defense, and estate taxes. Peter H. Stone,
Campaign Circuit for April 22, 2000, National Journal, April 22, 2000.
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the NRCC’s Executive Director, reportedly based on advice of counsel, to authorize the donation
to the USFN, and indications that the USFN might not have had the in-house capabilities or
experience necessary to mount a well-financed issue advocacy campaign. An investigation is
warranted to resolve these questions, as they bear on the NRCC’s possible khowledge of the
intended uses of its donation to the USFN when the transfer was made.

If the NRCC gave non-federal funds to the USFN with the knowledge that the USFN or
another organization would use the money for allocable activities, then the NRCC may have
violated 2 U.S.C. §§ 441a(f) and 441b by using excessive and prohibited funds to finance federal
election activity,-l 1 C.F.R. §§ 102.5(2)(1)(i) and 106.5(g)(1)(i) by failing to make the payments
from its federal account, and 11 C.F.R. § 106.5(c) by failing to allocate its payments for joint
federal and non-federal activities between its federal and non-federal 'accounts. See MUR 3670
(CDP) and MUR 3774 (NRSC). Had the NRCC itself sponsored issue advertisements é.nd
conducted other allocable activities, it would have had to finance, at a minimum, 65% of the
costs of those activities with federal funds. See 11 C.F.R. § 106.5(c)(2). Accordingly, this
Office recommends that the Commission find reason to believe that the National Republican
Congressional Committee and Christopher J. Ward, as treasurer, violated 2 U.S.C. §§ 441a(f)
and 441b, and 11 C.F.R. §§ 102.5(a)(1)(i), 106.5(c), and 106.5(g)(1)(i).”

C. Political Committee Status

1. The Complaint and Responses
According to the DCCC, the USFN, the RMIC, and AEG, “designed” as they were to

make contributions or expenditures in connection with federal elections, were functioning as

3 Under the allocation theory., unless the USFN and AEG are political committees that financed political

activity in connection with federal and non-federal elections, only the NRCC had the legal obligation to allocate the
funds between its federal and non-federal accounts. See 11 C.F.R. § 106.5(a) and MUR 3774 (NRSC).
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1  political committees during the relevant time period and tilerefore should have registered with

2 and repérted to the Commission. The DCCC, again referring to the 12/6/99 Roll Call article,

3 alleged that the RMIC was planning to devote up to $25 million “on grassroots campaigns and

4  issue advertisements in the most competitive districts.” The complaint also alleged that

5 Representatives DeLay, Hastert, Armey, and Watts all attended the RMIC’s first fundraiser, an
6 event allegedly hosted by Dick and Betsy DeVos, who were described in the complaint as “major
Y 7  Republican contributors.” Id.
8 Referencing Buckley and a number of other federal court cases, the USFN’s and the

9 RMIC’s joint response stated that neither organization fit the criteria for categorizing

10  organizations as political committees under the Act, because neither engaged in “express

= 11  advocacy” or had the major purpose of benefiting a particular candidate. The joint response

12 stated that the complaint against the RMIC was basedl entirely on the RMIC’s stated goals of

13 putting large amounts of money into grassroots campaigns and issue advertisements in

14  competitive congressional districts but that these activities were not in and of themselves

15 violative of the Act. According to the response submitted by these respondents, case law

16  provides that expenditures in support of “partisan politics” or “electoral activity” in general do

17  not make an organization a political committee. This joint response also asserted that, given that
18  the RMIC is not a political committee under the Act, any monies that Dick and Betsy DeVos

19  gave to that organization cannot be viewed as “contributions” and counted against their

20  aggregate limits.*®

21

8 The DeLay response also claimed that the only action by Representative DeLay alleged by the DCCC was
his attendance at a fundraising event for the RMIC, which did not, standing alone, violate the Act.
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AEG’s response asserted that it was not a political committee and did not engage in
electoral activity. AEG additionally asserted that it did not have as a major purpose the -
nomination or election of political candidates, was not controlled by a candidate, and “[t]o its
Board’s knowledge,” was not affiliated with any organization or political c-ommittee that
engaged in electoral activity. The NRCC’s response stated that there was no information in the
complaint to bring the USFN, the RMIC or AEG under the definition of “political committee.”

2. Law

The Act defines a political committee as any committee, club, association, or other group
of persons that receives “contributions” or makes “expenditures” aggregating in excess of $1,000
during a calendar year. 2 U.S.C. § 431(4)(A).39 For the purposes of the Act, the term "person" is
defined as including "an individual, partnership, committee, association, corporation, labor
organization, or any other organization or group of persons . . .." 2 U.S.C. § 431(11).

The Act defines “contribution” as “any gift, subscription, _loan, advance, or deposit of
money or anything of value made by any person for the purpose of influencing any election for
Federal office.” 2 U.S.C. § 431(8)(A)(i). An “expenditure” is defined as “any purchase,
payment, distribution, loan, advance, deposit, or gift of money or anything of value, made by any
person for the purpose of influencing any election for Federal office.” 2 U.S.C. § 431(9)(A)(1).

In Buckley, the Supreme Court construed the Act’s references to “political committee” in

such a manner as to prevent their “reach [to] groups engaged purely in issue discussion.” The

3 The Commission had approved an Advance Notice of Proposed Rulemaking seeking comment on proposed

revisions to the definition of “political committee” currently found in the Regulations. The proposed revisions
focused on possible changes to the definition of the terms “contribution” and “expenditure” which trigger political
committee status, as well as ways in which a “major purpose” test might be incorporated into the rules.

See Definition of Political Committee, 66 Fed. Reg. 13681 (2001) (to be codified at 11 C.F.R. Part 100) (March 7,
2001). On September 27, 2001, the Commission voted to hold in abeyance the proposed rulemaking on the
definition of “political committee.”
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Court recognized that “[t]o fulfill the purpose of the Act [the designation ‘political committee’]
need only encompass organizations that are under the control of a candidate or the major purpose
of which is the nomination or election of a candidate.” 424 U.S. at 79. In FEC v. Massachusetts
Citizéns for Life, 479 U.S. 238 (1986) (“MCFL”), the Supreme Court analyzed whether a non-
profit advocacy corporation that had made more than $1,000 in independent expenditures was a
political committee. The Court noted that the “central organizational purpose” of MCFL, which
it found to be issue advocacy, did not meet the Buckley definition of a political commiittee, i.e., it
was not controlled by a candidate and did not have as a major purpose the nomination or election
of a candidate. 479 U.S. at 252, n.6. See Advisory Opinion 1996-3; see also FECv. GOPAC,
917 F. Supp. 851, 859-62 (D.D.C. 1996) (the major purpose of a political committee must be to
support a particular candidate or candidates for federal ofﬁce).40
3. Analysis

Neither the complaint nor the publicly available information -gathered thus far has
provided sufficient information to make any recommendations regarding the DCCC’s allegation
that either the USFN or AEG were political committees during the relevant time period. The
USFN and AEG argued that they did not qualify as political committees under the Act because
their major purpose was not the nomination or election of federal candidates and they did not
engage in express advocacy activities. Although this Office intends to focus its investigation on
the allocation theory, i.e., whether the NRCC had knowledge that its transfer of $500,000 was for

allocable activities, see discussion supra, it is possible that discovery, which will elicit

0 In Akins v. FEC, 101 F.3d 731 (D.C. Cir. 1996) (en banc), the court held that the Commission’s application
of the “major purpose” test to find political committee status was inappropriate. The court held that the statutory
language defining “political committee™ is not ambiguous, 101 F.3d at 740, but further noted that the Supreme
Court’s discussion of “major purpose” in Buckley and MCFL applied only to independent expenditures, not to
coordinated expenditures and direct contributions. /d. at 741-42. The Supreme Court subsequently vacated this
decision for other reasons, see FEC v. Akins, et al., 524 U.S. 11 (1998), without ruling on the criteria for an
organization to be deemed a “political committee.”
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1  information about the USFN’s and AEG’s activities, may provide a basis for pursuing a political
2 committee theory with respect to these organizations.* Therefore, this Office recommends that
3 the Commission take no action at this time with respect to the U.S. Family Network or
4  Americans for Economic Growth but that it authorize the subpoenas focused on the allocation
5 theory, recommended below, be sent to them.*
6 In its response to the complaint, the RMIC also argues that it is not a political committee

7  under the Act. With respect to this group, which is not involved in the allocation scenario, there

8  isno information that this organization made contributions or expenditures exceeding $1,000.

i 9 See 2U.S.C. § 441a(a). Therefore, this Office recommends that the Commission find no reason

b=y
10  to believe that the Republican Majority Issues Committee violated any provision of the Federal
:zi 11  Election Campaign Act of 1971, as amended, or Commission regulations in connection with this
5:; 12 matter, and close the file as to this respondent.

13 D. The Other Respondents

14 1. ARMPAC

15 Although the complaint mentions ARMPAC in the list of respondents and in its

16 discussion of Jim Ellis’ alleged ties to Representative DeLay, there is no allegation and no other
17  information implicating ARMPAC in the transfer of money from the NRCC to the USFN or in

18  the development of the AEG sponsored advertisements. Accordingly, this Office recommends

“ Once this Office obtains additional information through discovery, it will evaluate whether to recommend

additional findings regarding legal theories or respondents.
2 North Carolina corporate records indicate that AEG is an active domestic corporation; however, Virginia
corporate records indicate that AEG’s status as a corporation was revoked on March 31, 1999. In addition, Virginia
corporate records indicate that the USFN voluntarily terminated on October 3, 2001. Under Virginia law, however,
the dissolution of a corporation does not render it incapable of being sued for actions, which preceded its
termination. VA Code Ann., Sects. 13.1-906, 13.1-917 (2001)(relating to non-stock companies),; See Harris v. T.1L,
Inc., 413 S.E. 2d 605 (1992); Oliver v. American Motors Corp., 616 F. Supp. 714 (1985)(VA Code clearly
abrogates the common law rule that absolves entity of liability once corporation is dissolved). Both the USFN and
AEG are represented by counsel in this matter, and the discovery requests will be sent to counsel.
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1  that the Commission find no reason to believe that Americans for a Republican Majority Political
2 Action Committee and Corwin Teltschik, as treasurer, violated the Act or the Commission’s

3 regulations in connection with this matter and close the file as to them.

4 2, The Individual Respondents
5 The DCCC named twelve individuals as respondents in its complaint. There is
5y 6 insufficient information to find reason to believe as to any of them. In some cases, the
::* ~ 7  complainant failed to posit any viable theory under which some of these individuals could be

8  held liable under the Act or Commission regulations.

9 Even if the NRCC is found to have violated the allocation and reporting requirements, the

10  Commission would ordinarily proceed against the organization and its treasurer for such

T 11  violations, not against associated personnel who may have been involved in approving the

12 allocable activities themselves. See MUR 3670 (CDP), MUR 3774 (NRSC), and MUR 4538

13 (Alabama Republican Party). Therefore, this Office recommends that the Commission find no
14  reason to believe that Representative Tom Davis, who as Chairman of the NRCC may have

15 played a role in approving the transfer of non-federal funds to the USFN, violated the Act or

16 Commission regulations and close tﬁe file as to him.. The only other NRCC employee named in
17  the complaint is Dan Mattoon, who served as the NRCC’s Deputy Chairman. This Office

18  recommends that the Commission find no reason to believe that Mr. Mattoon violated the Act or
19  Commission regulations and close the file as to him because Mr. Mattoon’s response, as well as
20  publicly available information, indicated that he began his employment wi_th the NRCC after the
21 October 20, 1999 transfer of non-federal funds to the USFN. Although the DCCC alleged that
22  Representative Tom DeLay was at the hub of all the activities outlined in its complaint, as

23  discussed supra, there is insufficient information indicating that he, as an individual, controlled
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the NRCC and there is no infbrmation indicating that he played a role in the NRCC’s allocation
and reporting activities. Therefore, this Office recommends that the Commission find no reason
to believe that Representative Tom DeLay violated any provision of the Act or the Commission’s
regulations in connection with this matter and close the file as to him.

The DCCC also named as respondents in this matter several individuals who were
allégedly associated with the RMIC. These individuals included: Karl Gallant, who served as the
RMIC’s Executive Director during the relevant time period; Dick and Betsy DeVos, who
allegedly hosfed the group’s first fundraiser; and Representatives Dennis Hastert, Dick Armey, |
and J.C. Watts, who attended the RMIC’s inaugural fundraiser. Beyond noting these
individuals’ connection to the RMIC ﬁmdraisér, the DCCC failed to provide specific facts, or
ahy legal basis, supporting its allegation that any of these persons engaged in activities that
violated the Act or Commission regulations. Therefore, this Office recommends that the
Commission find no reason to believe that Karl Gallant, Dick DeVos, Betsy DeVos, or
Representatives Dennis Hastert, Dick Armey, or J.C. Watts, Jr. violated the Act or Commission
regulations and close the file as to them.

The DCCC also named as respondents three individuals who were connected with the
USFN and AEG. As discussed previously, Bob Mills, as the USFN’s Executive Director, and Ed
Buckham, as a USFN fundraiser, were allegedly involved with the solicitation and receipt of the
$500,000 in non-federal money from the NRCC. A third respondent, Jim Ellis, who was one of
the original incorporators of AEG, also served as the registered agent and consultant for_ that
organization. However, given that this Office is recommending that the Commission pursue an
allocation theory based on the NRCC’s possible knowledge when it transferred the funds, this

theory does not include potential liability for the recipients of the funds, or their associated
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1 p'ersonn_e'll.-_ Acéordihgly, this Office recommends that the Commission find no reason to believe
.2 - that Bob Mills, Ed Buckham and Jim Ellis violated any provision of the Act or the Commission’s

3 regulations in connection with this matter and close the file as to them, but that it authorize the

4  subpoenas, recommended below, be sent to Bob Mills and Ed Buckham.

5 L PROPOSED DISCOVERY
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3 IV. RECOMMENDATIONS

1. Find reason to believe that the National Republican Congressional Committee and
Christopher J. Ward, as treasurer, violated 2 U.S.C. §§ 441a(f) and 441b-and
11 C.F.R. §§ 102.5(a)(1)(i), 106.5(c), and 106.5(g)(1)(i) based on 1ts fallure to
- properly allocate transferred funds: '

2. Find no reason to believe that the National Republican Congressional Committee and
Christopher J. Ward, as treasurer, the U.S. Family Network, Americans for Economic
Growth, and the Republican Majority Issues Committee, Inc. v1olated 2U.S.C.

§§ 441a(a)(1) or 441a(t) based on an affihatxon theory :

3. Findno rea_son to believe that the Repubhcan Majority Issues Committee, Inc.
violated any provision of the Federal Election Campaign Act of 1971, as amended, or -
Commission regulations in connection with this matter and close the file as to it.

4. Find no reason to believe that Americans for a Republican Majority Political Action -
Committee and Corwin Teltschik, as treasurer, violated any provision of the Federal
Election Campaign Act of 1971, as amended, or Commission regulations in
connection with this matter and close the file as to them.

5. Find no reason to believe that Representatlve Tom DeLay violated any provision of
the Federal Election Campaign Act of 1971, as amended, or Comm1s51on regulations
in connection with this matter and close the ﬁle as to him.

6. Find no reason to believe that Ed Buckham violated any proviSion of the Federal -
. Election Campaign Act of 1971, as amended, or Commission regulatlons in
connectlon with this matter and c]ose the file as to him. :

7. Find no reason to believe that Bob MlllS violated any prov151on of the Federal
Election Campaign Act of 1971, as amended, or Commission regulations in -
connection with this matter and close the file as to h1m

8. Find nio reason to believe that Dan Mattoon v1olated any provision of the Federal
- Election Campaign Act.of 1971, as amended, or Commission regulatlons in .
“cornnection with this matter and close the file as to him.

9. Find no reason to believe that Jim Elhs violated any provision of the Federal Election
Campaign Act of 1971, as amended, or Commission regulatlons in connection with
this matter and close the file as to him.
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1 10. Find no reason to believe that Karl Gallant violated any provision of the Federal -
2 Election Campaign Act of 1971, as amended, or Commission regulations in
3 connection with this matter and close the file as to him.
4 _
5 11. Find no reason to believe that Representative Tom Davis violated any provision of
6 the Federal Election Campaign Act of 1971, as amended, or Commission regulations
7 " in connection with this matter and close the file as to him.
8
9 12. Find no reason to believe that Dick DeVos violated any provision of the Federal
10 Election Campaign Act of 1971, as amended, or Commission regulations in
i 11 connection with this matter and close the file as to him.
w12
:; 13 13. Find no reason to believe that Betsy DeVos violated any provision of the Federal
nio- 14 Election Campaign Act of 1971, as amended, or Commission regulations in
s 15 ' connection with this matter and close the file as to her.
16
17 14. Find no reason to believe that Representative Dennis Hastert violated any provision
18 of the Federal Election Campaign Act of 1971, as amended, or Commission
19 regulations in connection with this matter and close the file as to him.
20 .
21 15. Find no reason to believe that Representative Dick Armey violated any provision of
22 _ the Federal Election Campaign Act of 1971, as amended, or Commission regulations
23 ' in connection with this matter and close the file as to him.
24
25 16. Find no reason to believe that Representative J.C. Watts, Jr. violated any provision of
26 the Federal Election Campaign Act of 1971, as amended, or Commission regulations
27 in connection with this matter and close the file as to him.
28
29 17. Take no action at this time against the U.S. Family Network.
30 '
31 18. Take no action at this time against Americans for Economic Growth.
32 _
33 " 19. Approve the attached Subpoena to Produce Documents and Order to Submit Written
34 Answers directed to the National Republican Congressional Committee and
35 Christopher J. Ward, as treasurer. '
36
37 20. Approve the attached Subpoena to Produce Documents and Order to Submit Written
38 Answers directed to the U.S. Family Network.
39
40 21. Approve the attached Subpoena to Produce Documents and Order to Submit Written
41 Answers directed to Americans for Economic Growth. :
42
43 22. Approve the attached Subpoena to Produce Documents and Order to Submit Written
44 Answers directed to Bob Mills.
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23. Approve the attached Subpoena to Produce Documents and Order to Submit Written

Answers directed to Scott Hatch.

24. Approve the attached Subpoena to Produce Documents and Order to Submit Written

Answers directed to Ed Buckham.

25. Approve the attached Factual and Legal Analysis to the National Republican
Congressional Committee and Christopher J. Ward, as treasurer.

26. Approve the attached sample Subpoena for Deposition.

27. Approve the appropriate letters.

sthoos

Date

Attachments:
1. News Atrticles cited in the Complaint
2. News Articles cited in the Analysis

Lawrence H. Norton
General Counsel

o te S Lo .«4/
Rhonda J. V(f{dmgh
Associate General Counsel

ugan L. Lebeaux
Assistant General Counsel

Marianne Abely
Attorney

Michael E. Scurry
Attorney
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4. Subpoenas and Orders (6)
5. Sample Subpoena for Deposition for four (4) individuals
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GOP ad blitz proves edge in budget battle
Dave Boyer
THE WASHINGTON TIMES

The television spots are known among House Republican leaders
simply as "The Ads" - no further explanation is necessary.

In a span of three weeks, on a relatively small budget, the GOP's
advertisements that portray Democrats as stealing Social Security
money have struck fear into the minority party, galvanized
Republicans and helped the GOP proclaim victory yesterday in its
budget showdown with President Clinton.

So effective have the ads been in only 10 Democratic congreésional
districts that one member, Rep. Dennis Moore, Kansas Democrat, asked
Republicans to pull the plug on them in his home TV market.

- "When [Democrats] are running reply ads in states . . . when
members are coming up to.me on the floor asking.me to withdraw the
ads, obviously they're effective," said Rep. Thomas M. Davis III,
Virginia Republican and chairman of the National Republican
Congressional Committee (NRCC).

Another Democrat singled out for the ads, Rep. Earl Pomeroy of
North Dakota, called them "the most audacious attack against
Democrats that I have ever seen launched on this issue."

A third, Rep. Debbie Stabenow of Michigan, voted for the
Republicans' foreign-operations spending bill, which passed by only
three votes in a party-line vote this month. Republicans used that
bill, which was $2 billion below Mr. Clinton's request, to portray
the president as seeking higher spending for forelgn aid at the
expense of seniors.

Republican leaders can barely contain their glee at the ad
campaign, which cost about $1 million.

"It's got them on the run," said one House Republican aide.
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One of the 30-second advertisements- compares Democrats to thieves
in the night, ready to steal America's Social Security trust fund.
Another spot portrays Democrats as ostentatious party-goers who want
to spend the nation's retirement savings.

- Pagf
10/29/99 WATIMES Al

Although the ads are being aired only in a few sections of the
nation from Connecticut to California, they are having an effect 'in
the halls of Congress as Republicans try to portray themselves as
balancing the fiscal-2000 budget without touching Social Security
funds.

g

"The goal here isn't winning elections directly two years from
now, it's trying to get leverage in the budget fight so we can get
accomplished our goal and get our message across," Mr. Davis said.

4
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Republicans - who still remember the effectiveness of what they
called Democrats' $35 million "Medi-Scare" ad campaign in 1995 that
claimed the GOP was trying to gut Medicare - are gaining
encouragement.

"Too often, we let the liberals on the left turn us into a
pinata," said Rep. James E. Rogan, California Republican. "We are
actually seeing some progress in fighting fire with fire."

The ad campaign was hatched in August by House Republicarn leaders
in tandem with Mr. Davis and the NRCC, with their eyes on the coming
battle over protecting Social Security.

John Feehery, spokesman for House Speaker J. Dennis Hastert, said
"the speaker always felt they clobbered us [on 'Medi-Scare'], and
it's important to have a good offensive strategy."

Mr. Hastert, House Majority Leader Dick Armey of Texas, and
Majority Whip Tom DeLay of Texas plotted the strategy with Mr. Davis.

"We made it clear we weren't just a piggy bank," Mr. Davis said of
the NRCC. "On the other hand, putting some expenditure into this now
is important so that as we go down to the climax in the budget, we
don't get rolled again." '

Republicans this year achieved their goal of completing 13
spending bills to avoid a free-spending "budget summit" with Mr.
Clinton, as happened last year. They say'the party's conservative
base especially dislikes such costly budget "train wrecks."

House Minority Leader Richard A. Gephardt, Missouri Democrat, said
yesterday that he's not concerned about the ads. '

"The polls indicate to me that they're not getting through," Mr.
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Gephardt said. "People don't believe it."

He said Republicans are "blaming us for spending the Social

Security surplus, when most people in the public know that's what
[Republicans] are doing. This is an attempt to cover up what they are

doing."
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NRCC’s $500,000 Donation
Linked to DeLay Advisers

Obscure Group
Gets Big Influx Of
Campaign Cash

By Jim VandeHei

Inits largest single donation to an
outside group this year, the Nation-
al Republican Congressional Com-
mittee recently gave a half-million
dollars to an obscure conservative
organizaton closely linked to Ma-
jority Whip Tom DeLay (R-Texas).

‘While locked in a contentious
fight to protect his party’s five-seat
majority, NRCC Chairman Tom

Davis- (Va.) on Oct..20%cut a
$500.000 chieck to the US Famxlv-

" Network; according to new’ Federal i

Election Commission records. The
_group has directtiesto Ed Buckham,
DeLay’s top political associate and
former chief or staff. .-

The donation raises-new- ques-
tions about coordination-between
Republican leaders and purported-
ly independent groups, according to
campaign finance experts.

In addition, Buckham's involve-
ment with US Family Network illu-

minates an expanding web of out-
side organizations — established
undersection 501 (c)4 of the U.S. tax
code. which allows them to conceal
their donor lists — tied to DeLay
and his political team.

And despite the large amount of
money involved, there is confusion
about what the money will be used
for and whether the Internal Rev-
enue Service has a record of the
group's existence.

Bob Mills, who rnuns the US Fam-
iy Network, said the money —
drawn from the NRCC’s fundrais-
ing account— will be used to lot»
by GOP.leaders-and Members to

support his pro-family bill of rights.
Future radio-ads’ and rirmss mailings

are Jikely; he said.

But Dan Mattoon, deputy chair-

- man of the NRCC, said he has nev-

. Continued on page 12

Clearer Standard .~
The FEC has drafted a new pro-
posal that looks at the way the
agency regulates coordinated
cr_)mmuniﬁons. Story, p. 13.

oughton Considering Retirement

use Republican
mN.Y. May
nounce Soon

By John Bresnahan
2. Amo Houghton (N.Y.), one
leading GOP moderates in the
e, has wamned Republican
rs that he may retire next year
7ill inform them of his decision

in the coming weeks.

Houghton's exit would be anoth-
er blow 10 House Republicans, who
already have todefend 19 openseats
heading into the-2000 elections, as
compared to only five open Demo-
cratic seats. The GOP currenty
holds a five-seat majority in the
chamber. making every open-seat
battle a key contest in deciding who
controls the House inthe 107th Con-

gress.

affer Sues
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Houghton, until recently. was
seen as ready to run again, although
his staff does not currently know his
intentions.

*‘He has not decided whether he's
going to run,” said Chet Lunner,
Houghton’s chief of staff, when
asked about specuiation that the

New York Republlcan may step
down.

“He has yet to make a dccnsnon
Continued on page 17

Library

Planning
Another
Race

-Ousted House

To Restore'Naime

. _By John Mercuno -

~ and Dameén’ Chapple
Ex—Rep Jay Kim {R:Calif.),
whosé ethical and- legal woes tade
him the only House Mémber to lose
a primary election lastyear, said he
will decide this week whether he’ll
run to challenge newly elected Rep.

Joe Baca (D-Calif.) in 2000.
Kim’s move has forced nervous
House Republicans and state party
leaders to scramble to recruit a vi-
able challenger to Baca by Friday's
filing deadline, key party sources
said. Many GOP strategists had
planned to ignore the Democratic-
trending district following Elia

Pirozzi’s (R) loss here in last mon- -

th’s special-election runoff to re-
place the late Rep. Geotve Brown
(D).

Kim, the only GOP incumbent
who was denied active support from

the National Republican Congres-

Continued on page 16
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NRCC Gives 3500, 000 o Obscure Conservative Group

Continued from page 1

er heard of Mills and that the campaign com-
mittee cut the $500.000 check for one reason:
Ed Buckham.

““The family network is a group that based
onour view of Ed Buckham's strengths in the
family community and his political strengths
will have an equally important impact in the
clections, favorably for Republicans,” Mat-
toon said”

~Ed isa well-known person on Capitol Hill.
Ed is clearly very close to Tom DeLay. as |
am close w Tom DeLay. But Ed has a lot of
otherissues in dealing with the religious com-
munity and [the| pro-family community that
go beyond Tom DeLay.”

Contrary to Mills’ assertion that most of the
resources w ill be used to lobby leadershipand
members to embrace his bill of rights. Mat-
toon said he anticipates — but has no direct
knowiedge -~ that the group will conduct
grassrools campaigns to benetit GOP candi-
dates. '

“In 1996 und 1998, we were disappointed
and frustrated that the conservative base was
not energized to tum out |voters] for our can-
didates. So we thought thatin 1999 thatitmade
sense thut we help these groups.™ he said.

“This is a group that ... will be very sgong
plavers in the next campaign.™

DeLay spokesman Tony Rudy denied (hem
is any coordination between the Majority
Whip and the outside group. saying, “This has
nothing to do with Tom DeLay.”

Close Ties

Buckham continmed to Roll Call that he re-
quested the check on behalf of the US Fami-
ly Network. Buckham. however. said he is
nothing more than a political consultant hired
by Mills to raise money.

1 have a fundraising contract with the [US]
Family Network and [ raise money all over

File Photo by Rebecee Rour:

the country for them.” said Buckham. “Bob
does most of the work.”
But Buckham may be understating the ties.
He and Mills both have offices in the same
building at 132 D St. SE. The building is

- owned by US Family. according to Mills.

Also located in the same building are the
offices of DeLay’s leadership political action
comminee — Americans for a Republican
Majority — run by Jim Ellis, who is also a
paid consultant to the NRCC.

The office-mates are or were recenty in-
volved with two other ostensibly independent
organizations that Democrats have assailed as
GOP front groups.

Buckham, for instance, helped create the
Republican Majority Issues Commitiee. an
organization run by former DeLay fundraiser
Karl Gallant. RMIC plans to spend as much

Acquire
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‘The family network is a
group that based on our
view of Ed Buckham's
strengths in the family
community and his
political strengths will
have an equally important
impact in the elections,

favorably for Republicans.’

Dan Mattoon, NRCC deputy chairman

as $23 million on grassroots campaigns in the
most competitive Congressional districts.
Ellis told Roll Call that last year he worked
for American for Economic Growth. a group
that has already run radio ads bashing De-
mocrats but refuses (o provide much detail
about its executives or activity. One {ormer
AEG official. who requested anonymity, said
that Ellis was handed complete control of the
group last year, a charge Ellis has denied.

Family Affair

Besides its connection to DeLay. not much
is known about the US Family Network.

Earlier this year. Roll Call wrote to the [RS
seeking public records describing the group.
However. the IRS. as recently as August. had
noinformationon file aboutthe US Family Net-
work. In the agency s eyes, it does not exist.

Mills, who said the group has beea operat-
ing for a few years, claims he has filed papers
with the IRS and insisted that its S01(c)4 tax
status is pending.-He said the IRS delayved its
approval because they wanted more informa-
tion, such as its three-year budget plan.

‘While it has been active in lobbying Mem-
bers, Mills said the organization has operated
on a shoestring budget controlled by a skele-
ton crew. usually himself and one volunteer.

However, moments later. Mills said the or-
ganization last year purchased the threz-story
townhouse just blocks from the Capitol.

In addition, on his 1998 financial disclosure
form filed in the House. Buckham disclosed
that his wife. Wendy. drew a $53.000 salary
from the organization in 1997. Buckham left
Capitol Hill to become a political consultnt
and lobbyist in December 1997 and was not re-
quired to disclose his income or financia deal-
wngs after that 1998 report

Mills, who both he and Buckham insisted
makes most of the decisions. said. 1 would
like to use [the money] o promote this pro-
ject, (the] pro-family bill of rights.™

The “bill of rights ™ includes: an elimination
of the income and inheritance taxes, as well
as atotal ban on partia birth abortions and the
creation of a “real lockbox™ for Social Secu-
rity.

“Clearly. [t0] get House and Senate lead-
ership to sign off on a petition to support the
[Bill of Rights is] phase one.™ Mills said when
asked how he plans 10 spend the $500.000.
“Phase two 15 10 get the Members w support
this.”

Television ads are uniikely. he said. “Idon’t
want to do TV and things like that because it's
a waste of these people’s money,” said Mills.

Mauoon said NRCC Chairman Davis nev-
er instructed the organization how to spend
the money.

*“There were no strings attached to the mon-
ey, other than we wanted them to know that
these types of pro-tamily agenda items ... are
very importnt to our coaliion aad our suc-
cess at the polls.” said Matioon.

And Buckham said that if the SS00.() stirs
o0 much conmoveny, the US Family Net-
work might retum the cheek. T am probably
going wcounsel them o give the money back*
if itis going tw cause this much ot a problem,”
he said.

‘Unaccountable’

Campaign linance experts say US Family
Network could easily use the S300.000 to run
ads and conduct political operations without dis-
closing they wsed the regulared NRCC funds.

“This is an example ot the mutation of the
soft-money system and the dangers of soft
money. where panty entities raise huge
amounts of unregulated conmibutions and
tunnel it through these groups.” said Don Si-
mon of Common Cause.

*They end up influencing elections (using]
a svstem that is unrégulated and unaccount-
able. This is another example of why this sy-
em needs to be shut down and soft money
needs to be banned. so panties cannot raise this
kind of unaccountible money in the tirst
place.”

The experts wam that these organizations
could funnel NRCC soft money to less-scru-
tinized groups or to coordinate their political
campaigns with GOPleaders beneath the Fed-
eral Election Commince’s radar:

“That's the tvpe of stuff that requires fur-
ther tacts as 10 who they are. {and| what they
are doing.” said Jan Baran. a Republican elec-
tion law expent. You have to follow the mon-
ey and find out where it ends.”

NRCC officials and other players inside
leadership are confidant that as long as they
do not wll the outside groups how to spend
the money: they are on solid legal ground. Past
FEC rulings seem to support their case.

Delay, incorporated

Buckham, Ellis or Gallant are all either di-
recty or indirectly involved with the Repub-
lican Majority [ssue Commitiee, Americans
for Economic Growth, and several other dor-
mant 501(c)+ groups that could be activated
with lile work, according to several sources.

The Republican Issue Majority Campaign,
a group that plans to spend as much as $25
million on 2 massive grassroots mobilization
programnextyear, isconsideredby mostGOP
insiders as a DeLay operation, top to bottom.

Its titular head is Gallant, the former head
of Delay’s leadership PAC, but several
sources said Buckham was msuumcmal inits
creation.

[ wlked to Gallant about it. ... Did we talk
about (its creaton]? Yes. Did 1 say | would
talk to Tom about it? Yes.” said Buckham. “(
have no legal. formal relationship with them.”

With Buckham at his side, DeLay auended
the vrganization’s tirst fundraiser aboard the
private yacht of Dick and Betsy Devos. the
owners ol. Amway and major GOP contribu-
tors. Speaker Dennis Hastert (T1L.). Majority
Leader Richard Ammey (Texas). and Confer-
ence Chairman J.C. Wans (Okla.) were also
in auendance. .

Gallant, backed by the legal opinions of sev-
eral campaign finance law experts, has said
GOP leaders can raise money for the group and
anend tundraisers as long as they don tinstruct
RIMC where to spend its money. He insists
DeLay.orany other Republican Member forthat
mater. has never tried to coordinate RIMC's po-
lidcal activity with their own.

However, as Democrats are quick t pomnt
out. there's no need for direct coordination be -
cause all of the players involved are fully
aware on which districts R.lMC needs to fo-
cus its resources.

Buckham said he also has no relationship
with Americans for Economic’ Gowth. un-
od'aSOl(cHdmhasalmdynmmhn.:dun

I districts and g TSYy.

_However, Ellis, a pm-nmc consultant tor
Buckham'’s Alexander Strategy Group, docs
havea recent connection to the groupandtalhs
with its officials periodically, he said

“Idid a vear ago,” Ellis said when asked 1f
he works for AEG. [ don’t have any rela-
nonship with them at all. [ did some stufl on
enceryy policy for them last year ... and [ know
those guys personally. 1 ualk w [AEG oili-
cials]. but {their afliliztion with the organiza-
tivnt] i~ not the only reason we talk.”
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DCCC
Blasts
Radio
Ads

Group Behind
Campaign Has
Links to DeLay

By Jim VandeHei
and Ethan Wallison

House Democrats are outraged
by a new Social Security media
campaign financed by an obscure
organization with ties to Congres-
sional Republicans.

The ad campaign, which is being
bankrolled by Americans for Eco-
nomic Growth. is quickly becoming
the most controversial independent-
ly financed media blitz of the 2000
clection season.

So far, the organization has pur-
chased radio time only and has tar-
geted just four Democratic law-
makers: Reps. Rush Holt (N.J.),
Dennis Moore (Kan.), Shelley
Berkley (Nev.) and Ken Lucas
(Ky.). Lucas has already convinced

Continued on page 28

HELMS PROTEST

Pho

Several Members, including (from left) Reps. Barbara Lee, Corrine Brown, Eddie I
Jesse Jackson Jr., Juanita Millender-McDonald and Carolyn Maloney, staged a pro.
Sen. Jesse Helms’ office over his objection to Carol Moselev-Braun's nomination. Se

INSIDE

PACKARD: Another GOP
Member to retire, p. 3.

CHRISTENSEN: Ex-Member
considering race to replace
retiing Rep. Barrett in
Nebraska, p. 11.

Roberts Will Lead Senate !
Chafee Vows to C
Father’s Legacy in

By Mark Preston

" Sen. Bob Smith’s (R-N.H.) as-
cension to the chairmanship of the
Environment and Public Works
Committee Tuesdav will also give
Sen. Pat Roberts (R-Kan.) a key
gavel.

Raoberts will take over the chair-
manship of the Select Committee on
Ethics, a post Smith vacated in or-
der to take over the Environment
chairmanship.

Meanwhile. GOP Conference
Secretary Paul Coverdell (Ga.) has
landed a coveted seat on the Finance
Committee. Coverdell’s hop 10 the
tax-wntng panel will opena spoton
the Foreign Relations Committee
that could be filled by incoming Sen.
Lincoln Chafee (R-R.1.). who is ex-
pected to be swom in today.

All of the commutiee shuffling
comes in the wake of the recent
death of Chafee’s father. Sen. John

Continued on page 24

By Rachel Van Dongen

Warwick Mayor Lincoln Chufee
(R) will be sworn in today to replace
his father. the late Sen. John Chafee
(R-R.IL). bringing the Senate 10 its
full complement of Members and
giving the younger Chafee a distinct
advuntage in attempting to win elec-
ton to a full term exactly one vear
from now.

After a week of mouming fol-
lowing the sudden death of Sen.
Chafee from heant failure. Rhode Is-
land Gov. Lincoln Almond (R) sur-
prised no one by uppoinung the
vounger Chafee. known as ““Linc.”
10 his father’s seat.

Almond called the vounger
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House Democrats Criticize Issue Ads on Social Security

Continued from page 1

five radio stations to pull the ad and the other
three Members are asking stations to follow
suit.

While linke is known ubout the organiza-
tion. i keast one person listed as an original
registered agent. Jumes Ellis. is a close polit-
ical ally of Majoriy Whip Tom DeLay (R-
Tenin),

Eijis runs DeLay '« teadership polideal ac-
tion comminee, Americans for a Republican
Muyjority. r ARMPAC. Ellis did not retum 1
phone call requesting comment.

DelLay. according to several sources. wus
the dniving toree benind the National Repub-
licin Congressional Comumitiee ad campaign,
but hix spokesman dismissed any charges of
coundinuiion as fdiculous.

And the NRCC also denied any knowledge
of the organization and. therefore, insisted that
there hus been no coordination with the group.

“The NRCC ix unfamiliar with this group.”™
said committee spokeswoman Jill Schroeder.
“Their media buy WS NWS 10 Us. but it was
certuinly good news.”

Democrats charge thatthe medm campaign
ruises senous guestions about wiether the
NRCCiscoordinuting itsown "Stop the Raid ™
ad strutegy with this vutside group.

“This smucks of illegal collusion.” said u
top advier W Minority Leader Richard
Gephurdt (D-Mo. 1. “"The issue is coliusion —
is Tom DeLay calling {Americans for Eco-
nomic Growth| and saying. "Run ads in these
distaic ™

While Democratic Congressionad Cum-
paign Committee Chairman Patrick
l\umu‘\ tR.Ly dues not believe the NRCC
ily coordinating its work. he ixin-
vestigating whether the organization is op-
erating ilicgully because its corpor.nion cer-
tification was revoked by the state of Vir-
ginia in April.

Americans for Economic Growth has a Vir-
ginia telephone listing, butits ofticials did not
retumn phone calls requesting comment. At
press time. it was unclear who was running
the greup or where it is headquartered.

“Issue ads have become a reality in politi-

cul life. In that reality, they should be con-
ducted above reproach.” said DCCC
spokesman Enk Sinith. ~In this instance. this
organizaiion has produced a lot of questions
and produced no answers.”™

Furthermore. several law experts said —
and many Democrais privately conceded —
itwould be virually impossible o prove the
charge of improper collusion and. even it De-
mocruts could, the Federul Election Commis-
sion has a gack record for fetting such be-
havior go unpunished.

Nevertheless, Democrats are convinced the
ad cunpuign is improper. The links betwexen the
NRCC and Americans for Economic Growth
are far too obvious © discount they anpue.

The uds. which accuse four vulnerable De-
macrats of dipping into the Social Security
surplus to fund government progouns, scind
remarkably simitar to the NRCC television
uds, they said.

Kennedy this week dispatched his statt o
accurnulate informacion about the orwaniza-
tion and i connection to the GOP and 1o feed
it 1o locud political operatives to convinee sta-

“The NRCC is unfamzlmr ;
with this group, “said
committee spokesivoman
Jill Schroeder. ‘Thetr media
buy was news to us, but it
was certainly good news.’

tion managers (o pull the ads.

Kennedy has resisted the tempugdon to run
response ads thus far and has mstead focused
the commitiee s energy and time vnconsincing
television and radio stations to refuse the uds.

The spots. which have run exclusively on ru-
dio. come dircctly on the heeis of the NRCC
campaign. Two of the four lawmakers warget-
od in the radio buy — Berkley and Moore —
were also hit by the NRCC.

Lucas succeeded Tuesday in ypetting rive
stations in hisdistrict to suspend the spots atter
a furious counteratiack by his oftice.

Among other things. Lucas” oftice provid-
ed stations with documentition showing Lu-
cas had introduced his own Sovial Sceurity
“lockbox™ legislation. along with Moore and
Hott.

A Lucas spokesman said the stations indi-
cated they will “continue to review™” the spots.
and plan to solicit input from the group that
bought the air ime.

Mooreand Berkley lushed out at the NRCC

and its chairman. Rep. Tom Davis (Va.). who

- they alleged was clearly in the know about the

supposedly independent caumnpaign.

“You'd have to be unconscious or from an-
other planet o not see the connection™ to the
NRCC. Berkley said. citing the similur text
und placement of the ads.

Moore. clearly imitated by the repetitious as-
sault on his Social Security record in his dis-
et waus asked whether he thought Davis
knows whois behind Americans tor Economic
Growth. T think he does.” Moore suid.

While the ads have infuriated the Members
who have been turgeted. Democratic strate-
gists hin e continued to maintain that they are
having linle to ro impuct. because the buys
have heen relatively smali and because the
election is not for another veur.

This outlook has itself frustrated tirgeted
Democrats. some of whom appear to teel they
arecaught ina public relations vortex between
their need 1o prove themselves on Social Se-
curity and the party s strategy to portray the
uds as no big deul.

“We're lking about a ruce that's going to
be decided by a couple of points. <o every-
thing has an tmpact.” a senior aide to one tar-
gered Dcrmx.T.u uid. “Tdon"tcure what {party
strategists) say.”

Campaign hinance experts \Jld Americuns
for Economic Growth is only one f what they
predict will be dozens of unknown organiza-
tions that will run ads in competirive districts
next vear without disclosing anything more
than their nnes.

These organizations operite with exirud
dinany freedom from disclosure laws that oot
er political campaigns. and ir's virtuaily in
possiblz tor the FEC 0 prove illegal coorc
nativn bused on the limited information s
able to them.

As long us the commervials do notexplici
Iy advocate the election or deteat of a purtic:
tar candidate. they are considend “ix
voceey ads.” which the FEC does not ey

While this situation is unlikely t Jdra
scrunny from the FEC. some legal exper
wam that such interveation may oceur if
organizations skates 1o close w the line of i-
gality and there's evidence to prove that.

“Al some point this could be a problem
said Ken Gross. a Republican election luw e
pert with the firm Skadden. Amps. St
Meagher & Flom LLP.

Gross suid some ofticiuls at the FEC har
“notcompletely embruced the view™ that a

ads that do not directly advocate the electic
or deteat of a panticular candidate are uuLsh
the FEC's regulatory authority.

If Democrats could prove the NRCC tun:
od the campaign and directed where the mo
ey should be spent, many FEC commissio
ers would try to intervene, he said. But eve
then, the threshold to prove illegal coordir:
tion is so high that the FEC could refuse to i
vestigate the matter.

“Tdon’t know at what point the coordint
between two groups becomes so pervasive th
the FEC would think the issue group’s activ
should come under their jurisdiction.” he sai-

Packard Plans to Leave Congress in 2000

Continued from page 3
mitee chairmen.” Feehery said. It scems
that's why a lot of these Memben want o
move on.”

Packard’s announcement sets the stage for
a potentially explosive March 7 GOP primary
inthestate's48thdistrict. a Repubtican strong-
hold. between Doman and muhtimilionaire
Darrell Iss:. a car-alarm rmagnate who poured
$13 million of his own morey into an unsuc-
cessful 1998 Senate primary bid.

An aide said Packard will not endoese any

" candidate in the primary (o succeed hum.

“I"m caught just a litde off guard. but I'm
fast-footed. and this is something Ull serious-
ly look at” Doman said in an intenview
Wednesday.

Domiin — who said he recently purchased
land in thed8thdistrictncar his daughter s res-
idence in San Juan Capistrano — had been
threatening to challenge Rep. Dana
Rohrabacher (R in the nearby 43th disaict.

Doman. ahard-rightconservative and fiery,
fist-thumping orator. tirst won a House seat in
the state’s 38th district in 1984, Foliowing the
post-1990 Census redismncting of House
boundanies. Doman jurmped to the Demo-
crutic-uending 46th distnet in what he de-
seribed as a personal tavor v Rohrabacher.
who would otherwise have been furced w un
against Doman.

Hurz by the influx of’ Hispanic voters into
his Orange County base, Doman namow v lost

his 1996 re-clection bid to now-Rep. Loretta
Sanchez (D) and. following a 14-month chal-
lenge to Sunchez’s 984-vote win. lost a 1998
rematch by 17 points. In both races. Doman
proved to be u skilled fundruiser. spending
$3.9 million in Just year's race.

“I'm seriously interested. and it looks like
Dana is rescued again. by fate. I do not relish
being a freshman for the third ime but then
I've never really acted iike a freshman.™ Dor-
nan said. “When [ first funded there in 1985,
Tacted like [ had already been {in the Housc)
10 years.”

In remarks praising Packard that clearly
sounded like a jub at Duman. Rohrabacher
called Packard "a gentle conservauve who has
the respect of people on both sides of the aisle.
His quiet dientty hax well served his con-
stituents und his country. Ronis a guy who re-
spects others and in retum has achieved a great
deal of respect among anyone who has ever
worked with him.”

Noting he has previously held seats with
high Demacratic voting pertormance. Doman
suwid he would “chenish™ the opportuniny 1w
represent the solidly GOP43th. which stretch-
es from soutiern Orunge County to northen:

San Diego County and includes a siice of

Riverside County.

“The thought of an vutspoken tighter like
Bob Doman in a safe Republican seatisa con-
surnmation devoutly to be wished.” he sud.

Doman zlso Leshed out ar Issa, calling him

a “rank amateur”” who has linle political ¢
ital lett among conservatives. “Darrel I:
would have trouble beating a state Asse-
blyman. especially since he’s made an ener
out ot me.” Doman said.

“I'm sorry that he has so much hate. I
that’s B-1." responded Issa, who otherw
sought to focus media atenton yesterday
Packard’s career in Congress.

Still. Issacould notresisttaking ajabat O
nan, saying a comparison of Packard’s :
Doman’s records in the House would sh
thut “these guys are like night and day.”

But several California Republicans .c
tioned that Doman and [ssa are certnn ©
Just part of a more crowded primary. The
ing deadline for House races in Californi.
Dec. 10,

Tean-limited stte Assemblymen Br
Thompson and Howard Kujoogiun are @
being touted us likely GOP candidates.
Kaloogian said yesterday that he planstov
s0 he can run to succeed Rep. Duke C
ningham (R) when he retires from the &
distnct.

Sute Sen. Bill Mormow (R) also may 1
Some Republicans also suggested that
Dicgo County Supervisor Bill Hom (R1+
iscurmently running for the nomination toc
fenge Sen. Dianne Feinstein () in 2000,
abandon that bid 1o run for the House.

Joha Bresnahan contributed to this
port.
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AEG Documents Reveal Transfer
Damon Chappie

On Halloween 1999, a previously unknown group calling itself
‘Americans for Economic Growth delivered a blistering radio ad attack
}on vulnerable House Democrats in four battleground districts,
‘icharging that the lawmakers were looting Social Security to pay for

£

# liberal spending programs.

Now, tax records have unmasked key details about Americans for
*Economic Growth, revealing that it received $300,000 - more than
_three-quarters of its total 1999 funding - from another non-profit
;with strong ties to House Majority Whip Tom DelLay (R-Texas). That
**group, the U.S. Family Network, received $500,000 from the National
Republican Congressional Committee on Oct. 20, 1999, according to

Federal Election Commission filings.

At the time of its 1999 ad salvo, Americans for Economic Growth
was shrouded in mystery, its members, officers and sources of
financial support all unknown. The NRCC disavowed any knowledge of
the group's workings, even though the radio ads closely mirrored the
committee's own television blitz in the same districts. Aides to
DeLay also denied connections to the group, despite the fact that the
director of Delay's leadership political action committee was listed
as the registered agent for AEG.

U.S. Family Network was central to an interlocking network of non-
profit and political organizations tied to Ed Buckham, DeLay's former
chief of staff and top political adviser.

NRCC officials this week maintained they do not have any
information about AEG or its money.

NRCC Chairman Tom Davis (R-Va.), in an interview Wednesday, said,
"I don't know what U.S. Family did with their money." Davis said he
was "surprised" to learn of the donation to AEG, but added that "I
don't know anything about it." He said such a donation "was not their
representation to us" at the time and that the group said it intended
to use the money for a grassroots program.
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Scott Hatch, the NRCC executive director at the time of the
payment, said Wednesday that "On the advice of legal counsel, I
informed the chairman that I would not authorize the contribution,
and if he chose to do so, it would be over my explicit objection."

An NRCC spokesman declined to comment, citing pending legal cases
before the FEC and the courts.

The AEG ads and the NRCC donation to U.S. Family Network sparked
.Democrats to file a complaint with the FEC, and last year the
pemocratlc Congressional Campaign Committee filed an unprecedented
}awsult charging DelLay and three groups, including AEG and the Family

Network w1th violating civil provisions of the anti-racketeering
law :

e
it

N Federal election law requires political groups such as the NRCC to
"use a mix of strictly regulated hard money with less regulated soft
=money for issue ads like the NRCC's Social Security campaign. The
INRCC must disclose the source of its funds and identify all of its
“expenditures. A non-profit group such as AEG, registered as a
5501 (c) (4) with the IRS, doesn't have to disclose the identity of .

_?contrlbutors and must report only general information about
expenditures.

Ffle 3

That distinction "could be one incentive" for the NRCC to give
money to a non-profit, said Ken Gross, an election-law expert at

Skadden, Arps. "But if they are directing the ads, that could raise
some issues. You would get back to coordination."

Gross noted that coordination cases are extremely difficult to
prove. The statute prohibits the coordination of expenditures between

political organizations and outside groups. But it does not prohibit
communication between the two.

Several tax and election-law experts argued that the transfer
between the two non-profit groups appeared to be a "double conduit
transaction" intended to obscure the true source of AEG's funding.
is not illegal for political organizations to donate money to non-

profits, but it could run afoul of election law if the activities
were coordinated, they saiq.

It

AEG's tax returns show that in 1998, it raised just $60,000, which

it reported spending on an advocacy campaign promoting energy
deregulation.

The 1998 AEG tax return was signed by James Ellis,
DeLay's PAC and the registered agent for AEG. Ellis,
consultant, also worked for Alexander Strategies,

the director of
a paid NRCC
a lobbying firm
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operated’ by Ed Buckham, DeLay's former chief of staff. Ellis did not
return messages left at his office.

Barnaby Zall, an attorney representing AEG, said he was restricted
in talking about the group because of pending legal actions that have
been filed against it by Democrats. "There is not a whole lot I can
add to the tax returns. They show what public disclosure requires. We
fully disclose whatever we need to, as you see.

"Because we have been accused of all sorts of terrible things,
cluding criminal conspiracies and stuff like that, I really would

_ée reluctant to talk about reasons why we do things."
il

Zall declined to discuss any of the individuals involved with AEG.

A spokeswoman for DeLlay said the Whip didn't know anything about

*the groups' activities, and she referred questions to the groups
Lhemselves.

o

*. The $300,000 payment to AEG was reported on U.S. Family Network's
#1999 return, filed Nov. 14, 2000, seven days after the elections..

HE

Roll Call first reported that the U.S. Family Network, which
employed Buckham's wife and paid Buckham consulting fees, received
$500,000 from the NRCC, its largest expenditure at the time. Last
year Roll Call reported that the group received a $1 million
contribution from an undisclosed donor and that it purchased a house,
a truck and skybox tickets at the MCI Center. :

The 1999 AEG ads appeared to be a first strike against vulnerable
Democratic incumbents, and campaign finance groups worried that it
signaled the first of an expected blitz of unregulated and
undisclosed ads from independent groups.

Attacking Democrats on one of their own traditional issues, the
ads portrayed lawmakers looting Social Security funds to pay for big,
liberal programs. "A simple hairpin can pick most any lock," a
voiceover said in the radio spot. "A stiff card manipulated properly
zan achieve the same result. Think I'm talking about security in your
-home? I'm talking about your retirement security." The ad urged
listeners to call their Congressional Representatives to stop the
"raid" on Social Security.

At the time, the NRCC was sponsoring a television ad campaign on
Social Security in more than a dozen districts. When the AEG ads
appeared in the districts of four House Democrats, then-NRCC
spokeswoman Jill Schroeder said she had never heard of AEG and that
the NRCC had not donated any money to it.
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The NRCC payment to U.S. Family Network took place little more
than a week before the AEG ads first appeared. The date that U.S.
Family Network gave $300,000 to AEG was not disclosed on the tax
returns.

Frances Hill, a University of Miami tax-law professor who
specializes in studying the ties between non-profits and political
groups, said that political organizations often wish to hide the true
ldentltles of the ad sponsors, believing that the public will more
xeadlly accept a message coming from a seemingly non-political group.
,%

“ "I'm hard pressed to find any tax logic for it. It looks like the
eason may very well be that they wanted to obscure the money trail,
_H111 said.

Hill noted that it is not illegal for the NRCC to give money to a
"non-profit group but said that is "a very undefined area," since tax
%law does not specifically authorize political groups giving to (c) (4)
=organizations.

;. Nevertheless,Democratic political groups have also given money to
H onprofit groups. Republicans pointed to last year's . $100,000
"Election Day donation by the Democratic Congressional Campaign
Committee to the Rev. Jesse Jackson's non-profit Rainbow Push

coalition.

In addition to giving to AEG, the Family Network gave money to
five other nonprofit groups: Men for Nations, Washington, D.C.,
($20,000); Capitol Hill Prayer Alert,” Washington, D.C., ($5,000);
Capital Christian Center, Meridian, Idaho ($10,000); Weiner
Ministries, Gainesville, Fla. ($30,000); and the Family AIDS Network,
Annandale, Va., ($5,000).

U.S. Family Network reported taking in $1.1 million in 1999, with
its income coming from just six contributors. Tax law doesn't require
the group to identify the donors but the group reported a $500,000
donation that matches the NRCC amount. The other contributions were
in amounts of $350,000, $100,000, $50,000, $25,000 and $5,000.

Despite the handful of contributors, the Family Network reported
$185,000 in fundraising expenses, an amount that Hill called
"astronomical." In addition, the group reported spending $250,000 on
"undefined program expenses."

The group did not disclose who it paid that money to, even though
the tax form requires disclosure of its highest paid contractors.
Buckham has said previously that he has a fundraising contract with
U.S. Family Network.
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Buckham could not be reached at his office and did not return
messages left at his home. U.S. Family Network, which had moved last
wvear to the Ronald Reagan Building, vacated its office several months
ago and left no forwarding information, according to the building's
management'. '

John Bresnahan contributed to this report.
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MORNING BUSINESS
Traficant Testimony
Claire Maluso, Traficant's economic development director, and

Anthony Traficanti, the Congressman's director of caseworker
services, received subpoenas for testimony.

Maluso appeared before the grand jury in February 2000, and
Traficanti, who is not related to the Congressman, testified in
September.

Federal prosecutors are investigating charges involving Traficant

that include bribery, racketeering and tax evasion, according to

court records and people familiar with the case. A construction

worker who performed work on a farm owned by Traficant pleaded guilty
last year to charges of obstruction in the Traficant probe.

[

Peace. Citing his tireless efforts on such difficult issues as |
hunger, human rights and peace, 26 members of South Korea's
parliament have nominated Rep. Tony Hall (D-Ohio) for the Nobel Peace
Prize.

"Congressman Hall's leadership, vision and compassion for the
hungry and those suffering from the violation of human rights goes -
beyond nationalism and discrimination, and saved millions of lives in
the most remote comers of the world," the lawmakers wrote in their
letter.

"It's a great honor and it's also humbling at the same time," Hall
said in an interview, adding that when he looks at past winners of
the prize, he feels he doesn't "really deserve to be in the same
category.

"But I'm certainly not squawking - it's great," he added. "I'm
hoping that the nomination will bring more people to think in terms
of hunger and nutrition and discase."

This is the third time Hall has been nominated for the Nobel Peace
Prize.

Dan's the Man. Dan Mattoon, who served as deputy chairman of the

National Republican Congressional Commuittee during the last cycle, . -
ATTACHMENT
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has joined Democratic lobbyist Tony Podesta to form Podesta/Mattoon.
Before his stint at the NRCC, the 48-year-old Mattoon was a

longtime lobbyist for BellSouth. Mattoon, who is close to Speaker
Dennis Hastert (R-I11.), spent 12 years on the Hill.

Podesta, the brother of former White House Chief of Staff John
Podesta, already represented such heavyweights as Eli Lilly and Co.
and MCL.

"We really want to beef up the firm and look to bring a real
strong bipartisan edge," Mattoon said.

- Damon Chappie, Amy Keller and John Bresnahan
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Wednesday, January 31, 2001
COLUMN
The mood inside the House Republican campaign headquarters in ...
The mood inside the House Republican campaign headquarters in
late 1999 was sour. One year before the biennial referendum on

the GOP-controlled House, Democrats were in position to storm
back into power after a six-year exile.

Even House Speaker Hastert feared for his job. Turning to

a trusted friend, Hastert tapped Dan Mattoon, a longtime

BellSouth lobbyist and an unofficial adviser, on Nov. 15, 1999,

to help run the House GOP's campaign arm, the National Republican
Congressional Committee.

One year later, House Republicans-stunned pundits by
beating back the Democratic charge in a quarter-billion-dollar
brawl that left the Republicans with a narrow majority.

Now Mattoon, the man credited with saving that majority,

has been called on to help podesta.com. In a few weeks, Mattoon
will join Anthony Podesta, the brother of John Podesta--the
former Clinton White House chief of staff--to transform the firm
into what they hope will be K Street's hottest new bipartisan
lobbying shop, Podesta/Mattoon.

Together, Podesta and Mattoon aim to break into the ranks

of Washington's elite firms by expanding their client base to
include a broader array of telecommunications, energy,
pharmaceutical and transportation companies. The firm already
ranked 11th on National Journal's semiannual lobbying survey,
with $4.2 million in billings in the first half of 2000--a figure
that has doubled every few years since the firm opened its doors
in 1988.

But the next year may be difficult for Mattoon and his

new firm: To succced, he must reach out to the very Democrats he
helped thwart. "Every ranking member in the House knows that he
is not chairman because of Dan Mattoon," observed one lobbyist.

Meanwhile, for the firm to continue its growth, it must
shed its Democratic image and wrestle with K Street heavyweights
for more lucrative businesses--even as it assuages its currcnt .
| & ATTAC i
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clients.

"One of the things Tony and I want to do is make this
firm a bigger player by bringing in new players and industries,"
Mattoon said.

The firm has achieved one of its goals. By scooping up a
well-known Republican, Podesta/Mattoon joined the ranks of big-
time bipartisan lobbying shops. Now Mattoon must repair damaged
relationships with Democrats, a task for which he is well-suited.
During his three decades in Washington, first as a House aide and
later with BellSouth, Mattoon earned a reputation as a loyal and
trustworthy tactician with a knack for reaching across the aisle

for support. '

A highlight of Mattoon's 15-year career with BellSouth

came in 1995, when he united two of Capitol Hill's fiercest
partisans to move the Telecommunications Act through the House
just days before the August recess. Spearheading the House .
lobbying effort for all of the regional Bell operating companies,
he persuaded Majority Whip DeLay and Minority Whip Bonior to
agree to limit debate on the bill so it would not stall in the
House--a deal that shocked even the floor aides to the two
partisan rivals.

In fact, one of Mattoon's most cherished victories was

over a Republican. A few months before the DeLay-Bonior meeting,
then-Commerce Chairman Bliley, an AT&T ally, pushed through
his committee a version of the Telecommunications Act that dealt
the Baby Bells a severe setback..

Mattoon rounded up well-placed Bell allies--including
DeLay, Hastert and then-Speaker Gingrich -- to surround Bliley
and force him to change key parts of his bill.

The move was vintage Mattoon.

"The measure of just how good Dan is, is that you don't

know he's hit you until you are already on the ground," said a
veteran lobbyist who sparred with Mattoon over the :
Telecommunications Act during the day and shared drinks with him
at night.

New Balancing Act. In his latest role, Mattoon's high-

wire talents will be tested often. An early challenge will come
when he tries to sign up his old employer, BellSouth, as one of
his first clients. To do that, Mattoon must balance the interests
of several existing clients that compete against BellSouth and

its Baby Bell siblings. Long-distance companies paid the firm
$240,000 in 1999, and the Bells' upstart local competitors gave
it $350,000 during the same period, according to the most recent

ATTACHMENT 2 __
Page.Z.__of 47

LYY



31701 CONGDAM (No Page) ' . hltp://web2.westlaw;com/result/lext“...SZSl&Service=Search&SS=Doc&Tab=Cite+List

full-year lobbying filings.

At the same time, Podesta/Mattoon must compete for

lucrative new clients against an impressive list of shops that
plan to profit from looming battles over telecommunications and
energy policy this year. The GOP firm of Barbour, Griffith &
Rogers, for example, took in $360,000 from BellSouth and the
other Bells in 1999--and it does not plan to give up the business
without a fight.

Still, Mattoon thinks the newly bipartisan firm is well-
positioned to succeed in today's closely divided political arena.

"Because the American people are pretty much
divided...and the Congress is so closely divided," Mattoon
observed, "for a firm to be successful...you have to have
coverage of both sides of the aisle." -- By Brody Mullins
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Republican Had Questions About Groups Tied to
DeLay
By Greg Hitt
Staff Reporter of The Wall Street Journal

WASHINGTON -- To critics, a recent Democratic
racketeering lawsuit charging House GOP Whip Tom
DeLay with violating campaign laws is an exercise in
raw partisanship. Among the issues raised in the suit is
the transfer of Republican Party money to a
sympathetic independent group.

But it wasn't just Democrats with doubts about such
transactions. Significantly, an Oct. 20, 1999, the
transfer of $500,000 from the National Republican
Congressional Committee to U.S. Family Network, a
nonprofit advocacy group linked to Texas Rep. DeLay,
was strongly opposed by Scott Hatch, then the NRCC's
executive director, who acted on advice of legal
counsel, according to people familiar with the matter.
The concerns raised by Mr. Hatch centered on whether
the NRCC would run afoul of Federal Election
Commission rules on contributions to outside groups.

More broadly, the controversy underscores the
confusion that politicians face in trying to figure out
where the legal lines are drawn in today's campaign-
finance environment. The rules have been stretched so
far by both parties that even those who want to follow
them face big uncertainties. "There are lines that
remain," says Trevor Potter, a GOP election lawyer
and former FEC chairman. "There is also a gray area in
the middle."

The transfer of funds to U.S. Family Network, until
recently based in Great Falls, Va., came amid a
contentious NRCC "issue" ad campaign waged in the
fall against vulnerable House Democrats. Ed Buckham,
perhaps the closest adviser to Rep. DeLay, approached
party officials with a plan to open what amounted to a
second front of ads. Mr. Buckham was soliciting
$500,000 for U.S. Family Network, a group dedicated
to promoting conservative causes important to GOP
leaders.

And, in fact, the contribution did go forward, drawn

from the NRCC, the House GOP's campaign arm.
Representatives of U.S. Family Network won't say
what they did with the money. -

Shortly after the NRCC check was cut, another
nonprofit group with ties to Mr. DeLay, North
Carolina-based Americans’ for Economic Growth,
began running ads against Democrats that closely
tracked the ads funded directly by the NRCC. Both
campaigns aimed to ratchet up- pressure on shaky
Democrats to support a GOP leadership proposal
aimed at ensuring that none of the Social Security
surplus is used for domestic spending.

The $500,000 transaction is central to complaints
made by Democrats in FEC filings and in a civil
racketeering lawsuit alleging a conspiracy by Mr.
Delay to evade campaign laws. Mr. DeLay and
advisers deny the charges. And even some Democrats
have criticized the unprecedented suit, which was filed
by Rhode Island Rep. Patrick Kennedy, who heads the
Democratic Congressional Campaign Committee. But
Mr. Hatch's stance shows it wasn't just Democrats with
misgivings.

Representatives of Americans for Economic Growth
declined to discuss the matter. An attorney for Mr.
Buckham also wouldn't comment. Mr. Hatch refers all
questions to the NRCC. An NRCC spokesman also
declines to comment, citing the pending lawsuit. "My
hands are tied," says NRCC spokesman Jim Wilkinson.

The soft-spoken Mr. Buckham, now a consultant and
lobbyist at Alexander Strategy Group, is Mr. DeLay's
former chief of staff and still his most trusted
confidant. Over dinner last year, Mr. Buckham helped
persuade Mr. Delay to support the creation of the
Republican Majority Issues Committee, a controversial
nonprofit group run by a another onetime DeLay aide
that is pledged to raise as much as S25 million to
mobilize grass-roots voters this fall in key House
districts.

Mr. Buckham is a fund-raiser for U.S. Family
Network, which until recently operated in relative
obscurity, and his wife was listed as secretary of the
group in 1997 and 1998. She drew a $39,000 salary in
1997, according to tax records. "Our high-dollar guy"
is how Robert Mills described Mr. Buckham this
spring. Mr. Mills was president of U.S. Family
Network until a month ago. when he resigned after
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disclosures “that he had embezzled money from a
previous employer.

Mr. Mills, in an interview before his resignation, said
the $500,000 NRCC contribution wasn't passed along
to Americans for Economic Growth. But he cited the
GOP leadership's Social Security proposal, which
would put the program's surplus in a so-called lockbox,
among a handful of issues to be promoted by U.S.
Family Network. Moreover, he disputed the contention

. by current NRCC officials that the contribution was

intended to promote grass-roots activities among

" conservative voters.

"That's not what we do," Mr. Mills said.

Mr. DeLay and his political advisers were a driving
force behind the NRCC Social Security ad campaign,
arguing it would galvanize rank-and-file Republicans
while pressuring key Democrats. Mr. Buckham's pitch
to NRCC officials for the $500,000 came as the
committee's ad campaign was in midswing, and in
some disarray. The execution of the plan proved less
than perfect. Two targeted Democrats, Reps. Chet
Edwards of Texas and Dennis Moore of Kansas, were
successful in getting local stations to pull the ads,
arguing they were inaccurate. And in Mississippi, an
NRCC ad mispronounced the name of the targeted
Democrat, Rep. Ronnie Shows.

Mr. Hatch, a former DeLay aide, proved to be an
unexpected roadblock for Mr. Buckham. In early
October, Mr. Hatch twice turned down Mr. Buckham,
acting on the advice of legal counsel, according to
those familiar with the matter. The concerns focused on
whether the contribution to U.S. Family Network
would put the NRCC at odds with arcane but important
rules governing contributions by party committees to
outside groups.

In October, the FEC won a court case against
California Democrats alleging the party had
circumvented such rules, which require contributions to
outside groups to be a blend of both "hard" and "soft"
campaign money. At the time, a similar enforcement
case against the Senate GOP campaign committee was
moving forward. The distinction is important, because
hard dollars, which are subject to FEC contribution
limits, are much more difficult for the parties to raise.

Ultimately, Mr. Buckham was able to work around
Mr. Hatch, reaching out to other senior NRCC staffers,
and eventually winning the support of Virginia Rep.
Tom Davis, who heads the GOP campaign committee.

A few weeks later, Mr. Hatch took a leave of absence
from his post after he was on the losing end of a power
struggle among GOP campaign aides.

At the same time, Mr. Hatch was in failing health,
suffering from a serious stomach ailment that required

" full-time medical attention. He is now a.part- time

NRCC consultant.

Afier the contribution became public in the fall, top
NRCC aides met to discuss how to handle the matter.

Amid the give and take, it was suggested the
controversy would likely fade if the money could be
retrieved. An aide to Mr. Davis was dispatched to
explore the possibility, but was told the cash had
already been spent, '

Jim VandeHei contributed to this article.
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Democrats Sue GOP's DeLay, Claim He "Extorted'
Donations
By Jim VandeHei and Greg Hitt
Staff Reporters of The Wall Street Journal

WASHINGTON -- Democrats filed racketeering
charges against House Majority Whip Tom DeLay,
alleging that the Texas congressman built an illegal
political empire by “extorting" donations and
laundering money.

Yesterday's lawsuit represents an extraordinary
escalation in the fight between the two parties for
control of the narrowly divided House. Republicans
dismissed it as a political stunt. But if the federal suit
takes hold, it could scare off donors and crimp Mr.
DeLay's broad political operation, including the
activities of two multimillion-dollar nonprofit political
organizations linked to the Texan.

In filing the suit, Rhode Island Rep. Patrick Kennedy,
who heads the Democratic Congressional Campaign
Committee, picked up a trick from Judicial Watch, the
conservative legal group that filed piles of lawsuits
against President Clinton and his friends in hopes of
turning up incriminating information. Indeed, the
significance of the lawsuit mightn't be in winning any
judgment, but in forcing Mr. DeLay and his advisers to
testify under oath and turn over internal documents
during the discovery phase of this case.

Mr. Delay has injured Democrats by "hammering
contributors for money, threatening to punish those
who decline and setting up a shadowy party structure
outside public view," Mr. Kennedy said.

Mr. DeLay calied the allegations "baseless,” and

~ several GOP members privately warned of retaliatory

strikes against key Democrats for their campaign
against the party's top fund-raiser. "I am saddened and
disappointed that my colleagues on the other side of
the aisle have impugned the dignity of the House of
Representatives today by resorting to ugly, unfounded,
politically motivated charges for their own political
gain," Mr. DeLay said.

In the suit, Democrats contend that Mr. DeLay
"systematically extorted" contributions from several
donors and laundered money through a network of
outside organizations to skirt limits on campaign
donations. The three nonprofit organizations named in
the suit -- the U.S. Family Network, Americans for
Economic Growth and Republican Majority Issues
Committee -- all have ties to Mr. DeLay's team.

The "suit was filed under the civil Racketeer
Influenced and Corrupt Organization Act, or RICO,
which companies typically use to sue rivals for unfair
business practices. U.S. District Judge Thomas
Penfield Jackson, who is overseeing the Microsoft
Corp. antitrust case here, will preside.

Campaign-finance cases are normally handled by the
Justice Department or the Federal Election
Commission. However, neither agency has moved
quickly to act on complaints Democrats filed last year
against Mr. DeLay. To establish legal standing, Mr.
Kennedy must prove Mr. DeLay committed a pattern
of crimes that harmed the Democratic Party.

GOP campaign lawyer James Bopp said the suit is
aimed at quelling legitimate GOP political activity.
"What they are afraid of is defeat at the ballot box,"
said Mr. Bopp, who represents two of the nonprofits
cited in the suit. "They want to shut up conservative
voices."

Democrats claim Mr. DeLay has threatened several
business lobbyists, including those from the Business
Roundtable, with "unfavorable legislative actions" if
they didn't cough up more money for the GOP. Mr.
DeLay has acknowledged talking tough with lobbyists,
but has maintained that he never extorted money from
them.

Democrats also cite the overlapping ties among the
political nonprofits named in the suit. For instance,
Edwin Buckham, Mr. DeLay's former chief of staff, is
an adviser for the U.S. Family Network, which has
raised as much as $1 million from a single donor
without disclosing the identity.

And James Ellis, who heads Mr. Delay's political
action committee, known as Americans for a
Republican Majority, also is a consultant to Americans
for Economic Growth, which financed controversial
radio advertisements last fall attacking vulnerable
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Democrats on Social Security.

The ads were among the first independently funded
political messages of the 2000 election and came amid
a tense budget fight between GOP leaders and
President Clinton. The ads closely tracked a television
campaign launched by the National Republican
Campaign Committee, the House GOP's campaign arm.

Mr. Ellis has previously said he wasn't associated with
North Carolina-based Americans for Economic Growth
when the radio ad campaign took place last fall, but he
was listed as AEG's "régistered agent" when the
nonprofit was founded in 1993, according to North
Carolina records. Mr. Ellis said this week that he has
renewed ties to AEG and is now a consultant for it.

AEG is part of a network of conservative groups that
has cropped up in the past decade, many of them once
associated with the battle over government attempts to
regulate the tobacco industry. Mr. Ellis was a key
organizer in tobacco-funded efforts to build grass-roots
opposition to government regulation of the industry.

Working with him in that fight was Karl Gallant, a
onetime Delay political aide who now heads the
Republican Majority Issues Committee, which is
raising millions of dollars to mobilize conservative
voters this fall in key districts. Mr. DeLay is helping

raise money for the cause.
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Campaign Circuit For April 22, 2000
Peter H. Stone

3 More on the Mills Flap

"At about 9 p.m. on April 13, just hours after Robert G. Mills
;gesigned as executive director of the U.S. Family Network, a
Enonprofit group with ties to House Majority Whip Tom Delay, R-
“iexas, Ed Buckham was on the phone with a public relations firm
«=in Nashville, Tenn., working out a damage control statement.
#Buckham, a Washington consultant who is a DelLay confidante and
"ﬁeading fund-raiser for the network, was hoping to contain
fallout from National Journal's disclosure that Mills had
embezzled about $28,000 from a previous employer.

But the press release didn't put an end to questions
about the U.S. Family Network-questions about the group's
operations, funding, and lavish spending on a town house and a
skybox at the MCI Center. Indeed, some of the questions are being
raised by Republican House members who want to learn more about
the network, which last year received a $500,000 contribution
from the National Republican Congressional Committee at Buckham's
behest.

"If anyone is squandering or using NRCC funds for any
purpose other than to help [GOP] challengers or incumbents,
that's a misuse of NRCC funds," said Rep. Henry Bonilla, R-Texas,
a member of the NRCC's executive committee. "That clearly should
be straightened out." Bonilla added that the network's operations
"should probably come up in our next executive committee .
meeting." Early this year, according to GOP sources, at least one
GOP member voiced concerns at an executive committee sessionabout why
the $500,000 contribution was made.

Democrats have gone further and charged that the NRCC
made the contribution to boost Delay's political operations, and
they filed a complaint with the Federal Election Commission after
the contribution was reported by Roll Call.

Copr. © West 2001 No Claim to Orig. U.S. Govt. Works

ATTACH%?NT_Sz

Page. ) . of Y7




4/22/00 NATJINL (No Page) _
~(Publication page references are not available for this document.)

Rep. Tom Davis, R-Va., the chairman of the NRCC, has
defended the $500,000 donation as appropriate. Davis, a Delay
ally who landed the NRCC job with the whip's help, decided to
make the donation without the approval of the NRCC's executive
committee. GOP sources said the contribution was designed to
compensate for the declining clout of the Christian Coalition.
DeLay and Buckham have both said that they were unaware of Mills'
=-;.:heckered background until it was recently disclosed.

Mills, who was Delay's ‘campaign manager in 1996, was

isacked in late 1995 as executive director of the Council for
¥overnment Reform, a nonprofit group that works on Social
8ecurity issues, after the group discovered that he had embezzled
"some of its money. Shortly after serving as Delay's campaign
lhanager, Mills launched the U.S. Family Network, a low-profile,
<honprofit group that's registered to lobby on such issues as

,tobacco regulation, ballistic missile defense, and estate taxes.
.:.._i‘:

= For its fast financial rise, the network is deeply
sindebted to Buckham, who has a contract with the network to
j;olicit donations and has raised sizable sums in addition to the
ﬁ%SO0,000 from the NRCC. In 1998, the network banked
$1 million from an anonymous donor. Until very recently,
Buckham's consulting and lobbying business, the Alexander
Strategy Group, had been leasing space for $3,000 a month at a
Washington town house that the network purchased. And Buckham's
wife, Wendy, served as the network's treasurer for a couple of
years.

DelLay could face trouble if the scrutiny on Buckham
ntensifies. Two sources in the DelLay camp said that the network
is just one of three groups with ties to Buckham. The other two
are Delay's political action committee, which is run by James W.
Z1llis, a partner of Buckham's at Alexander Strategy Group; and
he Republican Majority Issues Committee, which Buckham helped
advise when it was launched.

Some GOP operatives say that the flap is a distraction.
"Tt's caused a lot of internal strife in the Caucus at a time
when they need to be banding together," said one prominent GOP
strategist. "It's sent a message that Tom DeLay still runs the
committee, which is the wrong message to send to the financial
community."
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U.S. Family Network Faces More Scrutiny
Damon Chappie

H
e

i1 House Majority Whip Tom Delay's (R-Texas)leadership PAC and a
“onsultlng firm operated by his former chief of staff have moved out
bf a Capitol Hill townhouse owned by a controversial nonprofit group
after complaints that the neighborhood's strict residential zoning
?1aws were being violated.

Meanwhile, leading conservative and pro-family groups said they

were unfamiliar with the U.S. Family Network's existence and several
é;eglstered concern about the organization's ties to GOP operations,

%and Democrats demanded the identity of a $1 million donor to the
“group.

U.S. Family Network officials remained silent, refusing to discuss
the group's financial benefactors, its purchase of skybox seats at
the MCI Center and a truck or its relationship with organizations and
associates linked to DelLay, including his leadership PAC and
Alexander Strategies, the firm operated by Ed Buckham, Delay's top
political adviser.

DeLay's PAC, Americans for a Republican Majority, paid U.S. Family
Network $500 a month in rent last year, according to ARMPAC's reports
filed with the Federal Election Commission. Buckham signed a
consulting agreement with ARMPAC in December 1997, according to his
1998 financial disclosure report filed with the House.

Alexander Strategies' clients include Texas-based Enron Corp. and
the Nuclear Energy Institute, according to lobbying disclosure
reports.

But those operations sparked cohplaints over the last year from
neighbors outraged that their residential street had been invaded by
a commercial firm.

ARMPAC and Alexander Strategies moved out Tuesday after Roll Call
reported on the tax records of U.S. Family Network and the links to
Delay associates.
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A U.S. Family official said the move had been talked about for
months. Buckham and ARMPAC moved to the Ronald Reagan Building and
International Trade Center in downtown D.C., according to a person
familiar with the move.

Gottleib Simon, executive director of the Advisory Neighborhood
Commission 6B, said that neighbors of the townhouse at 132 D St., SE,
have been complaining to the District government since early 1999
after noticing that a business seemed to be starting up in the house.

’Gottlelb said he called the District's zoning inspectors, who

Er{lSlted the property at least twice in the last year.
g H

?

The zoning officer was rebuffed on his first visit by the person
iwWho answered the door and the government official that he was busy
with an out-of-town client, Simon said. On the next visit, the zoning
-inspector was told that one of the people working in the home also
2$e51ded there and the inspector advised him that he needed to file
for a home occupancy permit.

g3,

,.z:
2

. The permit allows a business to operate only if the home's owner
actually resides on the premises, according to the District's zoning
office.

Simon, however, contended that no evidence existed to prove that
someone was residing there and he faulted the District inspector for
failing to investigate more thoroughly. "For example, no one is
registered to vote at that address," he said.

Simon also said he discovered in the District's tax office that
the U.S. Family Network received the District's homestead tax
exemption even though businesses and nonprofit groups are not
supposed to receive it.

"There's no commercial use allowed there," said Lyle Schauer,
chairman of the Capitol Hill Restoration Society's zoning commission.
A business can operate out of a home as long as the owner lives there
and applies for a permit, he said.

"There was strong reason to believe that no one lived there. We've
peen in the process of chasing out some of these folks," Schauer
said.

Simon added that "there's a constant struggle between people who
live on Capitol Hill, people who want to continue to live on Capitol
Hill and people who find it convenient to operate businesses and
consulting firms. As you eat away at the residential base it becomes
harder and harder for people to live there."
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Informed that the businesses moved out, Simon said it "just proves
that sunshine is a powerful disinfectant."

Buckham has no direct, formal role with U.S. Family Network But
3uckham's wife, Wendy, served as the group's treasurer and was paid
359,000 in salary in 1997. A 1997 GMC truck owned by the group is
registered at Buckham's personal residence in Maryland.

Jim Ellis, director of ARMPAC, also operated a consulting firm out
#f the townhouse. He has been associated with a group called
fhericans for Economic Growth, which ran ads attacking Democrats on
Hbcial Security last fall in several battleground districts.

il
! Democrats filed a complaint about DelLay-linked groups - including
EEG and U.S. Family Network - with the FEC in December after Roll
i=all reported that the National Republican Congressional Committee
%ave U.S. Family $500,000, the party organization's single largest
;pntrlbutlon last year.

= Erik Smith, spokesman for the DCCC, said it would not file an
_ﬁdditional complaint based on the disclosures in U.S. Family's tax
j*eturns But he urged the FEC to aggressively investigate whether
iElection or tax laws are being violated. He also said that Delay
should immediately disclose the identity of the $1 million donor to
~he group.

Meanwhile, interviews with officials of leading pro-family
lobbying -and nonprofit groups found little knowledge about U.S.
Tamily, its leaders or its work on pro-family issues.

"Never heard of them, " said Phyllis Schafly, president of the
Zagle Forum, in a telephone interview from her Illinois office.

She also said she's never heard of or dealt with U.S. Family's
Zobert Mills. "No, I haven't run into them. It doesn't sound like our

organization. We don't have skyboxes for football games - that's not
on my list," she said.

Schafly also said she was surprised by the NRCC donation.

"They haven't given me any money. I don't understand why nobody
>ffers me any money," she joked.

Pat Truman, Washington representative of the Mississippi-based
American Family Association, said he had never heard of U.S. Family
nefore reading about the organization this week.

Kristin Hansen, spokeswoman for the Family Research Council, said
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—he group "doesn't ring a bell" and after checking with her
_obbyists, she said they were unfamiliar with the organization as
~ell.

Paul Hetrick, vice president of Colorado-based Focus on the
Family, also had never heard of U.S. Family Network or Mills.

"It does sound unusual," he added. "I don't know how [nonprofits]
operate in the Beltway when they are lobbying for the family. Maybe
#u need a skybox to do that."

i}

ifi Focus on the Family, a tax-exempt organization, does not have a
gkybox lease, he said. "In fact, one of our fundraising principles is
we& have no limousines, jet airplanes or condos in Hawaii - but maybe
#me should include skyboxes in D.C.."

FE

¥ Gary Jarmin, legislative director of Christian VQiée, the 23-year-
>1d, 350,000-member group that pioneered techniques to organize
zundamentalist voters, said he was a little concerned because "this
zis what got the Christian Coalition in trouble."

"ﬁ He added that the U.S. Family Network's "back door" relationship
#iith the NRCC and other political groups needs to be disclosed.

"I just think it needs to be above board," said Jarmin. "So that
-t is clear to everybody that this is where the money is coming from
znd this is what we're trying to do and everything's up front." o o

Jarmin, who was an original architect of the religious right's use
-f legislative scorecards and voter guides and taught Ralph Reed and
—he Christian Coalition how to use them, emphasized that conservative
~~oters value honesty.

"One of the things I learned a long, long, long time ago is that
-t is very important that people believe that the information you are
~iving them is credible," he said. "If you are setting your self up
=5 an independent entity apart from the party, Christian voters want
=D be sure that you are not shading the truth, twisting . it or
~lanting it.

"It's always the best policy to be completely up front and not to
Zry to hide the association. When you try to hide it or disguise it,

zroblems develop because people feel that your credibility is
—ainted."

On U.S. Family's skybox lease, Jarmin joked that "if I start
z=2tting invited I'm sure my opinion will change."
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Christian Voice doesn't have skybox seats, he said, adding that
"T'm afraid that we don't consider that a wise use of our resources."

Carolyn Malenick, whose Triad Management political consulting
business steered money from wealthy contributors into nonprofit
groups that ran ads in key Congressional races during the last two
election cycles, said that many conservatives contacted her with
guestions about the U.S. Family Network after reports about the NRCC
QQnation surfaced last December.

* "It has raised questions within some of the conservative groups,"
she said. "I know that it upset some people. Maybe that's what the
ﬁﬁCC plans to give conservatives to make them feel compliant.'

ﬂ_Whlle few in the pro-family movement had heard of U.S. Family
N%twork little could be learned about its board of directors.
ﬁeonard Phelps, of Republic, Wash., who is listed as the board's
ghalrman did not return repeated calls Another board member from
, Brett Leonard, also did not return phone calls.

% Mills, the group's president, has a long history of political work
gzor conservative causes, according to documents and people familiar
‘with him.

Mills was a protg of conservative direct-mail guru Richard
Vigurie, whom he worked with in the late 1980s and early 1990s. He
worked for the United States Defense Committee, a conservative
grassroots group opposed to arms control in the twilight of the
Reagan presidency. Mills also served as executive director of the
Council on Government Reform, as well as United Conservatives of
America. Mills also worked for the group U.S. Border Patrol.

Mills is listed as the treasurer for the Pro-Work Political Action
Committee, a PAC associated with Karl Gallant, another Delay
operative who is head of the Republican Majority Issues Committee, a
Section 527 group formed in 1999 to raise $25 million this election
cycle
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Tax Returns Shed Light On U.S. Family Network Skybox, Truck, Townhouse Are
Among Expenditures
Damon Chappie
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‘+ A controversial nonprofit group closely linked to advisers for
ouse Majority Whip Tom DeLay (R-Texas) raised $1.3 million in 1998
j'rom just five big donors and spent the money to buy a house, a truck
=and a 15-year lease on skybox tickets, according to tax records
=abtalned by Roll Call.

ﬁa The U.S. Family Network also reported working on an array of

ﬁgegislation in 1998 -including the tobacco settlement, electricity

‘"deregulation and the Anti-Ballistic Missile Treaty - but officials of
the group didn't formally register as lobbyists until two months ago.

The tax records also show that in 1998, the group received $1
million from a single source. The identity of the benefactor remains
hidden because tax laws allow donors to nonprofit groups to remain
confidential and the names were left off of the tax return. The group
is registered under the 501 (c)4 tax code, meaning donations to the
group are not tax-deductible for the donor.

Unavailable publicly until now, the tax records shed light on the
inner workings of a key component of a web of interlocking groups

revolving around DelLay and Ed Buckham, his former chief of staff and
zop political adviser.

Three years of tax records trace the origins and explosive growth
of a group that started in 1996 with just $15,000. The income
rocketed to $476,000 in 1997, before more than doubling a year later.

The nonprofit owns a Capitol Hill townhouse that also houses a for-
orofit consulting firm operated by Buckham called Alexander

Strategies, as well as Delay's leadership PAC, the Americans for a
Republican Majority.

While it is not illegal for a nonprofit group tc house other types
of organizations, the tax returns raised questions about the
unusually large proportion of money spent on fundraising, the
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relationship between the Delay-linked groups and the use of items
like a 1997 GMC truck and the $149,000 skybox lease, according to a
oprominent tax attorney who reviewed the forms at Roll Call's request.

The tax returns show payments of salaries to Robert Mills, the
group's president, of $28,500 in 1998 and $23,000 in 1997. Mills, who
did not return a call seeking comment on the tax returns, served as
gaeLay's paid campaign manager in the 1996 election cycle.

:{ Buckham's wife; Wendy, was also paid a $59,000 salary in 1997 by
J.S. Family Network, according to the documents.

ama

HOY @

5

§

. Vehicle registration records for Maryland show that a 1997 GMC
sruck owned by U.S. Family Network is listed at Buckham's personal
esidence in Frederick, Md. The 1998 tax returns list the value of

< In the 1998 tax year, U.S. Family Network paid for a trip by a top

ﬁpide on Delay's Congressional payroll, staffer Tony Rudy, according
to Rudy's financial disclosure forms filed with the House.

The group paid $665 for Rudy to speak to U.S. Family's board of
directors in Missouri from Aug. 22 to 25.

"I spoke to the [U.S. Family] board of directors about pro-family
issues before the Congress," said Rudy when asked about the two
trips.

"I was proud to do it and hope to get invited back to do it
again."

The group drew attention in October 1999 after the National
Republican Congressional Committee gave the organization a $500,000
check. House Democrats have filed complaints with the Federal
Election Commission over the group's activities, alleging that the
group has acted like a hidden arm of the GOP leadership.

Republican moderates have also complained about the NRCC donation,
arguing that the committee's chairman, Rep. Tom Davis (Va.), made the
gift without informing members of the organization's executive
committee.

Last year, when news of the NRCC's gift to U.S. Family Network
broke, Mills downplayed the group's finances, saying it operated on a
shoestring budget and with a handful of volunteers.
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In addition to the $1 million donation the group received from an
annamed benefactor, however, there were several other large
contributions. The group received two $50,000 donations, a $150,000
Jift and a $100,000 contribution. Like the names, the dates of the
donations were also withheld.

The group reported $665,863 in expenses in 1998, with 60 percent

aﬁ that total going to fundraising and consultation expenses.

Consultation expenses totaled $114,000 in 1998, but the tax
ziecords did not identify who received those payments. In December
1999 Buckham told Roll Call, "I have a fundraising contract with the
,iU S.] Family Network and I raise money all over the country for
E=-~:§hem."

zxda

=

i o

. Frances Hill, a visiting law professor at the University of
sPennsylvania and an expert on the political activities of tax-exempt
=§roups, said that U.S. Family Network's tax returns are "surprising
because there just don't seem to be many expenditures for the klnd of
#activity you expect an advocacy organization to be incurring.
i
- The group recorded modest expenses for postage and telephones, two

areas that are typically a large part of a grassroots-styled
nonprofit's budget.

"But the fundraising costs are humongous and one can't figure out
why," Hill said.

The proportion of fundraising costs appears to be extremely high
and it is all the more puzzling, according to Hill, because of the
very small number of contributions that were made.

"It's a lot of money from just five donors," Hill pointed out.
"You wouldn't expect a pattern of just five contributors and this
amount for fundraising. They're not mailing, they're going to the
skybox. And one assumes that ordinary citizens are not going there."

The group headed into 1999 with just more than $700,000 in the
bank. That, along with the $500,000 from the NRCC in October 1999,
gives U.S. Family Network a $1.2 million-plus operating budget,
without counting on any other contributions.

U.S. Family also listed assets of $240,926, which presumably
includes the townhouse on D Street, SE. The $91,00C spent on
education and advertisements appears low for a grassroots-style
advocacy group.

U.S. Family's 1999 tax returns won't be filed wizh the Internal
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Revenue Service until November and won't be available until a year
fxrom now.

The Skybox
On July 10, 1998, the nonprofit group acquired a 15-Year lease on

skybox seats. worth $149,000, according to a listing in the
ﬁ@preciation section of the tax returns.

;n The name of the arena or stadium for the skybox seats was not
iJ.,lsted on the forms. But a skybox at Redskins Stadium would cost far
more than that amount annually, while similar information from the
EMCI Center was unavailable.

. According to Hill, the skybox expense - taken with the relatively
small amounts spent by U.S. Family on items like postage, telephones
.and salaries traditionally associated with the activity of issue-
Epriented nonprofit advocacy groups - suggests the emergence of an
“entirely new class of lobbying.

fif She emphasized that it is perfectly legitimate for U.S. Family to
lobby as a Section 501(c)4 nonprofit under the tax code and that
thousands of nonprofits do just that every year.

Hill, though, is unsure just how U.S. Family conducts its advocacy
operations. "What I can't figure out is what type of lobbying they
are doing," she said.

"Usually, a (c)4 is going to do expertise-type lobbying, which
includes studies, reports and press conferences and publicly
disseminating information,"Hill said. "We're not seeing that in these

returns."

Hill added, "They may have invented a way to turn lobbying into an
entertainment activity, rather than an information activity. Have
they really found a way to make direct lobbying a [means] to maintain
what looks like a slush fund? This is the big question raised by
these returns."

The practice of lobbying has been traditionally heavily dominated
by groups that seek to provide information and education to the
oublic and government officials. Hill said it is unclear whether the
tax rules prohibit a type of lobbying that relies almost solely on
direct contact, such as taking lawmakers to a skybox to discuss
legislative interests.

"There's nothing wrong with a skybox, "noted Hill. "The question
is: 'Who's there?' If it is the same Member or same two or three
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Members all the time then you start to say: 'Is this just kind of an
elaborate way for the Members to enjoy the benefits that they could
not afford on their salaries and that they couldn't use their
campaign funds to support?"’

Expenses Raise Questions

The expenses and assets listed on the return also raise questions
i@about their use, she said. "The bottom line always with an exempt
:?rganization is: Is there some public benefit from this thing or only
2 range of private benefits?" Hill said.

* On the Capitol Hill townhouse owned by U.S. Family, Hill noted
fthat it is not illegal or improper for a nonprofit-owned facility to
share space with a mix of other organizations.
ik
* But she noted that it was odd that the tax returns did not list
“rental income. Buckham's consulting firm, Alexander Strategies, is a
Lfor- profit business and federal tax law would require a business to
pay rent to the nonprofit that owns the building.

e

-
Masay i)

nun, o

District of Columbia property records show that the house at 132 D
St., SE, was bought by U.S. Family on Jan. 12, 1999, and that the
property has an assessed value of $325,779.

The date of the transfer could be one reason that rental income is
not reported since it appears to have occurred late in the fiscal
1998 filing period for U.S. Family. Also, it was unclear when
Alexander Strategies began operations. The group's 1998 tax return,
signed by Wendy Buckham, was dated Nov. 15, 1999, indicating that the
U.S. Family fiscal year ended in July.

The use of the car also raises questions because of the
registration at Buckham's personal residence.

"An exempt organization may rent a car or buy a car and provide it
to a staff member even for personal use, provided that the personal
use is then valued as part of the staff member's compensation," said
Hill.

"What difference does it conceivably make if an exempt
organization pays a staff member in cash or pays them in terms of use
of a vehicle? The trick is that it has to appear on one's W-2 as
compensation and then the staff member pays tax on the use."

The returns also raise questions about the purpose of U.S. Family.
The group's mission, according to its tax return, is the "Promotion
of social welfare for American Families."
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Specifically, the group said it, "Established projects to promote )
sound family values legislation."

The documents proceed to list more than a dozen pieces of
legislation that the group provided "input"on, ranging from the
Defense of Marriage Act to appropriations bills, electricity
deregulation and tobacco legislation.

% But no lobbying reports for the group or its officers were filed
Entll February, according to the House and Senate disclosure offices.
5“ A group would be covered by the 1995 law requiring lobbying
disclosure reports if it employs a lobbyist who makes more than one
’lobbylng contact within a six-month period or spends more than 20
Bercent of his or her time on such activities, according to Thomas
‘%usman, a lobbying law expert at Ropes and Gray.

5 Grassroots expenditures are also not reportable, he said, but "if
----- they made two contacts with any lawmaker, staffer or government
Joff1c1al in a six-month period, then there is no grassroots
§=xempt10n

HH

A skybox "wouldn't be grassroots, "noted Susman. Failing to
register does not carry criminal penalties, he added. Typically, the
Clerk of the House or the Secretary of the Senate simply notifies the
organization that it should file a disclosure form.

John Bresnahan contributed to this report.
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Wednesday, December 15, 1999
NATIONAL
HOUSE REPUBLICANS SEEK WIDER GRASS-ROQOTS SUPPORT GOP SCRAMBLES TO REPLACE

FALTERING CHRISTIAN COALITION
Juliet Eilperin The Washington Post

== House Republican leaders are increasingly nervous that the
€hristian Coalition, which helped propel the party into power over
#rthe past decade, may be unable to muster an effective grass-roots
’effort in next year's critical congressional elections.

§

% In fact, Republicans are so concerned about the coalition's
fiviability that they have begun channeling resources to other grass-
roots organizations to mobilize the kind of conservative voters they

hope will preserve the Republican majority in 2000.

In October, the National Republican Congressional Commlttee gave
$250,000 to the National Right to Life Committee, a leadlng anti-
‘abortion group, and $500,000 to U.S. Family Network, a conservative
lobby that works closely with a former aide to House Majority Whip
Tom Delay, R- Texas.

Other Republican groups have made similar contributions in the
past. But the timing of the congressional committee's donations so
far in advance of next year's elections is unusual and reflects what
GOP officials described as an effort to energize the party's
conservative base.

Many Republicans are convinced that Democrats, with the aid of
organized labor, have been more effective in mobilizing their core
supporters in recent elections and say their party must do more if :it
is to retain its congressional majority and regain the White House
next year.

"We need to turn out every Republican voter we can," House Speaker
Dennis Hastert, R-Ill., said in a recent interview. "Those are folks
that generally would be with us."

Democrats are already arguing that the NRCC contributions are an
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2ffort to evade campaign finance restrictions, but the campaign
Jroup's deputy chairman, Dan Mattoon, said the committee "always
complies with the letter and spirit of the law."

Republican officials acknowledge that the new money for
conservative groups is aimed at filling a void left by Pat
Robertson's Christian Coalition, which has been an integral part of
the GOP's grass-roots operation, distributing tens of millions of
foter guides to churches the weekend before elections.

1 While it prevailed in September in a costly lawsuit against the
{Hederal Election Commission, the group remains mired in debt and is
3lanning to cut staff as part of an upcoming move from Chesapeake,
#/a., to the D.C. area. It has lost almost every top official within
iZhe past year, including President Don Hodel, Director of National
“Pperations Chuck Cunningham and Vice President for Government s
Relations Randy Tate.

tonservative base has not been energized in the past two cycles to
?éupport our candidates. Maybe we need to do something on our end to
fibnhance their participation," Mattoon said, adding that while the
Christian Coalition is likely to distribute voter guides, it may not
pe as active as it has been. "There's going to be a need to fill a
vacuum here. There is a need to build a coalition to elect Republican
candidates."

Robertson said in an interview Tuesday that no other conservative
religious group could rival the coalition's upcoming get-out-the-
vote activities.

"There isn't any other operation I'm aware of that has a network
with the churches," Robertson said, adding that the group is already
oreparing voter guides. "I think by the 2000 elections we're going to
pe a significant player as always."

Ed Buckham, a former DelLay chief of staff, was instrumental in
obtaining the NRCC's donation to U.S. Family Network, which was first
reported in the newspaper Roll Call last week. Mattoon said while
NRCC officials initially were unfamiliar with U.S. Family Network,
~hey supported it based on Buckham's track record.

Buckham, a consultant to the group, said U.S. Family Network will
2ncourage voters to lobby on such issues as the use of fetal tissue,
—ax cuts and abortion. He added that the group has not decided
whether to conduct a voter registration drive but that it will inform
voters about how Congress is voting on issues affecting families.
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National Right to Life President David O'Steen, whose group has
received money from the Republican National Committee in the past,
said the new donation "will be used for the general pro-life ]
activities of the National Right to Life Committee. It will not be
used to encourage anyone to vote for or against any candidate."
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NRCC Kept Members In Dark Chairman Davis Didn't Get Sign-Off For Contribution
John Bresnahan and Damon Chappie .

"s National Republican Congressional Committee Chairman Tom Davis

#JVa.) did not seek the approval of the organization's executive

committee before making a controversial $500,000 donation to an

#0bscure conservative group. w1th ties to House Majorlty Whip Tom DeLay
:(R-Texas) .

% Several GOP lawmakers serving on the NRCC's 36-member executive:

:committee confirmed that they had not been informed beforehand of the

=0ct. 20 donation, the largest single contribution made to an outside

fiigroup by the NRCC this election cycle. In addition, the subject was
not raised when the executlve committee met in early November, said
zhe lawmakers :

A spokeswoman for Rep. Anne Northup (R-Ky.) said her boss had "no
prior knowledge" of the $500,000 donation to US Family Network, which
‘nas ties to former DeLay Chief of Staff Ed Buckham. :

Rep. Rick Lazio (R-N.Y.) also "did not have prior knowledge of the -
donation," an aide said. Lazio first learned of the donation after
reading about it in Roll Call last week, the aide said.

- Rep. Bob Ney (R-Ohio), while saying he had been told informally .
zbout the donation by NRCC officials, also acknowledged that the
axecutive committee had never been told about the donation and only
Zound out about the transfer afterward.

Democratic Congressional Campaign Committee officials last week
Ziled a complaint with the Federal Election Commission alleging that .
~he NRCC and House GOP leaders violated federal campaign law by
3iving the $500, 000 to US Family Network.

DCCC .Chairman Patrick Kennedy (R.I.) believes that Davis and other
30P leaders gave the funds to the organization in order to conduct

political activities with less scrutiny, since outside groups are not
zs heavily regulated as the NRCC. '
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Two other organizations tied to Delay and Davis -- the Republican
Majority Issues Committee and Americans for Economic Growth - are
also named in the DCCC complaint. Kennedy charges that those groups

are actually controlled and financed by DelLay and other Republican
leaders. :

But the GOP lawmakers who were not informed of the donation
defended Davis, insisting that the Virginia Republican had done
nothing wrong.

: "T have no problem with it," insisted Ney. "My view on it is even
E I didn't know, I trust Tom Davis' judgement and Tom Davis' shop.'

& Lazio aide said the lawmaker dld not seem angry or perturbed by the
Transaction.

= A gpokesman for Rep. Jerry Weller (R- Ill ), who also sits on the
Qxecutlve committee, said the Congressman had "total confidence" in
ngav1s Weller himself could not be reached for comment on whether he
ad prior knowledge of the donation.

:j Rep. Dave Camp (R-Mich.), chairman of the NRCC's executive
ommlttee, was not available for comment on the controversy either.
Jill Schroeder, the NRCC's spokeswoman, said the members of the
axecutive committee "are among Tom Davis' most loyal supporters."

"What goes on at the executive committee is private and doesn't
nave to be“played out in the pages of Roll Call," said Schroeder.

Schroeder was also unable to supply details on the NRCC's process
for reviewing such donations.

When he took over the NRCC at the beginning of this cycle, Davis
pledged to return power back to rank-and-file lawmakers by making the
committee more accountable for where it puts its resources. Former
WRCC Chairman John Linder (Ga.) had been criticized for spending
money with what was perceived as little accountability to the
S0PConference during the closing days of 1998.

Davis, for instance, called an emergency meeting of the executive
committee in September to approve a leadership plan to spend between
5500,000 and $1 million on issue ads bashing Democrats over Social
Security. The Virginia Republican was initially opposed to the ad
campaign because of the high cost.

The size of the NRCC executive committee was reduced and its power
streamlined after bitter controversies in the early 1990s erupted as
some GOP lawmakers complained about financial mismanagement -and
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ineffectiveness under the stewardship of then-Rep. Guy Vander Jagt
(Mich.), who ran the NRCC for 17 years.

During Vander Jagt's tenure, the executive committee included as
many as 60 members, but critics charged that key decisions were made
with little or no consultation or even disclosure to the committee.

Vander Jagt was forced to fight off a fierce and unusually
personal attack on his chairmanship after the 1990 elections from
*hen -Reps. Don Sundquist (R-Tenn.) and Bob Livingston (R-La.). The
MFmbers also questioned payments made to consultants - and other NRCC
%?eratlons - decisions which they said were made in secret.

E: Vander Jagt survived, but in a shocker lost his 1992 primary race
‘“o challenger Pete Hoekstra (R-Mich.). Vander Jagt stayed on as NRCC
hairman through the 1992 elections, but was followed by the
‘nergized Rep. Bill Paxon (R-N.Y.), who cleaned house and revived the
=_;?_jRCC fundraising operation.

=
H
Lol

. Calls for reforming the executive committee continued and the size
Qf the group was pared down during then-Speaker Newt Gingrich's (R-
~wa ) tenure. Members of the committee were given more focused
respon81b111ty for overseeing the NRCC's dlrectlon and operation.
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Obscure Group
Gets Big Influx Of
Campaign Cash
By Jim VandeHei

In its largest single donation to an
outside group this year, the Naton-
al Republican Congressional Com-
mittee recently gave a half-million
dollars to an obscure conservative
organization closely linked to Ma-
jority Whip Tom DeLay (R-Texas).

While locked in a contentious
fight to protect his party’s five-seat
majority, NRCC Chairman Tom

Davis (Va.) on ©®u300ht a
$500.000 chiéck to the US Family

™ NetworkTaccording to new Federal

Election Commission records. The
group has directties to Ed Buckham,
DeLay’s top political associate and
former chief or staff. )

The donation raises new-ques-
tions about coordination- between
Republican ieaders and purported-
ly independent groups, according to
campaign finance experts.

In addition, Buckham's involve-

ment with US Family Network illu-

minates an expandmo web of out-
side organizatons — established
undersection S01(cM ofthe U.S. tax
code. which allows them to conceal
their donor lists — tied 10 DeLay
and his political team.

And despite the {arge amount of
money involved, there is confusion
about what the money will be used
for and whether the Intemal Rev-
enue Service has a record of the
group’s existence.

Bob Mills, who rons the US Farf-
ily Network, said the money—
drawn from the NRCC's fundréis-
ing account— will be used to lobs
by GOP- leaders-and. Members ®©

support his pro-family ¥ill of rights.
e i s At

But Dan Mattoon, deputy chair-
man of the NRCC, said he has nev-
Coatinued on page 12

Clearer Standard -
The FEC has drafted a new pro-
posal that looks at the way the

agency regulates coordinated

-communications. Story, p. 13.

oughton Considering Retirement

use Republican

mN.Y. May

nounce Soon
By John Bresnahan

>. Amo Houghton (N.Y.), one
icading GOP moderates in the
2. has wamed Republican
~ that he may retire next year
1ll inform them of his decision

in the coming weeks.

Houghton's exit would be anoth-
er blow to House Republicans, who
already have odefend 19 open seats
heading into the-2000 elections, as
compared to oaly five open Demo-
cratic seats. The GOP currently
holds a five-seat majority in the
chamber. making every open-seat
batte a key contest in deciding who
coutrols the House inthe 107th Con-
gress. -

Houghton, untl recently, was
seen as ready to run again, although
his staff does not currently know his
intentions.

*‘He has not decided whether he's
going to run.” said Chet Lunner,
Houghton's chief of staff, when
asked about speculaton that the
New York chubhmn may step
down.

*He has yet to make a decision,”
Continued on page 17
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NRCC’s $500,000 Donation
Linked to DeLay Advisers

Kim
Planning
Another
Race

-QOusted House

Member Wants
To Restoré’'Name

" -._By John Mercurio _
- and Damon Chappie

Ex-Rep. Jay Kim{R-Calif.),
him the only House Member to lose
a primary election lastyear, said he
will decide this week whether he'll
run to challenge newly elected Rep.
Joe Baca (D-Calif.) in 2000. '

Kim'’s move has forced nervous
House Republicans and state party
leaders to scramble to recruit a vi-
able challenger to Baca by Friday's
filing deadline, key party sources
said. Many GOP strategists had

- planned to ignore the Democratic-

trending district following Elia
Pirozz's (R) loss here in last mon-
th’s special-election runoff to re-
place the late Rep. Gearvc Brown
(D).

Kim, the only GOP mcumbem \
who was denied active support from -
the National Republican Congres-

. Continued oa page 16
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NRCC Gives $500 000 to Obscure Conservatwe Group

Continued from page 1

27 neurd of Miils and nat the campaign com-
rrumee cut the SIXLXN theck tor one reason:
Ed Buckham.

“The twmly nerwork 15 3 group that based
unour view vl Ed Bucknam's saeagus w the
family communiry ana hus political swengths
sl hav2 an equaily imponant umpact in the

{eeti - \s tor Republicans.” Mat-

<oon saud.
“Eu 13 4w 2li-know n person on Caprtol Hill.
. Ed 15 ciearly veny cluse 1o Tom Delay. as |
am sivse e Tom Delay But Ed has a fot of
RTHTTSTRWIN 403 Wit ine rehi2Ious com-
mumity and thei pro-faruly commuruty that
20 deyond Tom Delay ™

Contzany 10 Miliv’ ay<eruon that mostot the
resources wilibe uvet 10 fobby ieadershipand
memhers % emprace s Wil of nghts. Mat-
e sl e anueipuics — dut has N direct
anowiedge ~— that e wruup will conduc:
ZhLsf0ot AT 10 tenetit GOP candi-
Jes.

“ln 1996 and WIS, we were Jisappounied
And frusirated that the JonNervau® ¢ base was
201 enenstzed Lo UM vut | solers| For our can-
Jdigates. Sevw e thougii trann 1999 nat s
«nne that we heip these groups.” e wud.
“This 1s 3 groud hat .. wiil be veny srong
piuyen in the nett sampuzn.”

Delay spokesman Tony Rudy derued there
vy coordinaten erween e Moo
Wup and the vutwde group. saying. “Thus has
notung io Jo with Tom Delay.”

Close Ties

Bugham continned i Roil Cuil that he re-
Questau U check on dehall of the LS Famu-
Iv Nerworh. Buckham. however. sud he
Autung more tan 1 poliucui consultant fured
by Milla to ruse money.

“Ihave a fundraising congact with the [LU'S|
Family Network and | raise money all over

.
Frie Photo m Rene: oo Risie

e countn Tor them.” said Buvkham. ~“Bir
Jues most ol the work.™

8ut Buckham may b understauny the ues

He and Mulis buth have offices in the same
owlwng 2 132 D St SE. The building 1»
owned by US Family. according to Mills.

Alw located tn the same buiiding are the
orfices o DeLay's m.ppnnnnl acuon
for a R
Mamty—nmbylunﬂhs.mudwa
paid consultant 10 the NRCC.

The otfice-mates are or were mcem.l_v n-
vuivad weth two ulier Ostensibly ndepenaen:
urganuzanons that Democrats have assazed a3
CGOP tront groups.

Buckham, for wistance. heiped create the
Repupinan Majoney Issues Comminee. an
orgamzanon run by former Delay fundrasser

_Kari Gallant. RMIC plans t spend as much
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"The family network is a
group that based orn our
1eww of Ed Buckham's
strengths in the family
community and his
political :trengths will

* have an equally important

impact in the elections.

. favorably for Republicans.”

Dam Mattoon, NRCC deputy chairman

1 325 million on grassroots campugns in the
muost compeuuse Congressional disencts.
Eilis i Roll Call that last year e worked
ior Amencan toc Econorus Growth. 3 group
Nal hay already run radio ads bashing De-
mucrals but refuses 0 provie much detil
400Ul 1S execuaves of acuvity. One furmer
AEG otficial. who requested anonyrruty. said
‘hat Ellis was hamded compiete control ot the
ZToup last year. a charge Ellis has demiad.

Family Affair

Besudes its connecuon ©© OeLay. not much
i» hknown about the LS Famiuiv Netwurk.

Earbrer thus vear. Roll Call wrowe 10 the [RS
secking public records dexenbing the gToup.
However. the [RS. as recendy & August fud
noinformationon file aboutthe LS Farruly Net-
work {n the agency’s eyes. it Jues AL exist

Mills, who said the group bas besa operat-

ing for a few years. cizuns he has tiled papers’

with the IRS and msisted thag 1ts S0 (1c @x
sagus is pending He said the IRS delaved s
approval because they wanied more informa-
tion, such as its three-year budget plan.
While it has been active in lobbywng Mem-
beys. Mills skid the organizanoa has

" uon law ewent

uaucpznnwwv.“i._.
wiatad NRCC fanesy

.u!mu‘\h oF anse; iul.na. ..‘unrhu.mn; 0ne
funnel 1t through these groups.” saud Don 31
mon of Common Cause.

4 hiem St AR and snucsount-
20ie. Thus 15 JNONEL SRAMPIE O WAY Dy b v-
em neds ©© 3¢ AUl Jwn ad st mones
nceds 10 he SuTed. W Parties CIRNoL ruse s
xind m‘ unaccuuntaple money 10 e fin
place.”

The e\p:._» wam that e orgarzatons
couid funnei NRCC ot money 1 less-wru-
uuzed SToups - W Joerlindte hetr poiucal
campaigms w it GOP leauters teneath the Feu-
eral Eiecoon Communiee’s ratar.

“That's the npe of sttt thar requires fur-
er Lawty 1 10 whO they . (and) wha thes
are doing.” s Jan Baran. 4 Repubhcan ciec-
You have w rollou the mon-
2y and fnd out where K ends.”

NRCC officius und other players nase
leaderstup ars considant that as long as they
do not tel! the outsuie Sroups how 10 spend
the money. et areon wbid legal ground. Past
FEC nulings xem (0 »upport ther sase.

Del.ay, Incorporated
Buckham. Eilis or Gailant are all enther &+
rectly ur utirecdy involved with the Repub-
lican May Issue C: j A
tor Econormc Growth. and several other dor-
mant 301(s= groups that sould be acuvawed
umhnkwrtwcomngmsevmlm
The R Issue M.
a anphns msptndasmudlu SJ
million on 2

¥

id GOP

on 3 shoestring budget controlled by askele-
on crew. usaally himselt and one volunteer.

However, moments later. Mills said the or-
ganization last year purchased the three-siory
wownhouse just blocks from the Capitol.

in addition, o his 1998 financual disclosure
form filed in the House, Buckham disclosed
that his wife, Wendy. drew 3 $53.000 salary
from the organization in 1997 B let
Capitol Hill ©o become a political consulant
andlobbyistin December 1997 and was not ve-
quired to disclose his income o tinanciud deud-
ings afier that 1998 reporL

Mills. who both he and Buckham wnisted
makes most of the decrsions. saud. *1 would
like to use [the mooey) w promote, this pro-
ject. (the] pro-family bill of nghws.™

The “bill of rights” includes: an cbminagon
of the income and inherance taxes. as well
as.a wtal ban on partial birth abordons and the
creation of a “real lockbox” tor Social Secu-
ary.

“Clearly. (to] get House and Senate lexd-
mhlpmnpoﬂ'onapeunmm:upponme
[Bill of Rights is | phase one.” Mills said wnen
askad how he plans to spend the $500.000.
“Phase two 15 (0 get the Members (s suppon
dus.”

Television ads are untikety. he said. “Tdon’t
want wdo TV and thavgs bie that because it's
a wasie of these peopie’s money.” said Mills.

Matioon sed NRCC Chairman Davis nev- -

1 nstrucied the orgamzanon how o spend

wm»am;vmwwm
. s tinular head is Gallans, the former head
of Delay's leadership PAC. but severa
sousces said Buckham was insgumental in i

creation.

*{ 1alked 10 Gallant about it. ... Did we talk
about [its creation)? Yes. Did 1 say | would
ralk 10 Tom about it? Yes.™ said Buckham. 1
have nv legal, formal relationship with them. ™

With Buckham at his side. DeLay anended
the onraruzauon’s tirst fundraiser aboard the *
prwvate vacht of Dick and Betsy Devos. the
owness o Amway and major GOP contribu-
tors. Speaker Dennis Hasien (TIL). Majonty
Leader Ruchard Armey (Texas), and Conler-
ence Chaurman 1.C. Wans (Okla.) were also
n agendance,

Gallan: bacied by the legal opumons of sev-
eral campmgn fmance aw exparts, has sad
GOPleaders zan raise money for the group and
anend funciraisers as long as they doa't instruct
RIMC wner= t© spend os moaey. He nisists
DeLay. orany oter Republican Member tor that
mager. has never ted to coordinae RIMC's po-
Tincal acnviry wim they own.

Howeve. as Demoacrats are quick © poutt
out there's o need for direct coondanation be-
caue ali o ihe plavery involved are fully
aware on whch distnets RIMC needs 10 fo-
CuS IS FesourTes.

other 5011¢ »# that has already run radeo ads i
several disencts and generassed congoversy.

10 the moa-
ey. ather than we wanted them to know that
these types of pro-famuly agendd iterns . are
e IMPOTLL (O oul COWILON A W iy
cess at the polls.” sasd Magoon.

And Buckham said thatf the Sﬂmnq-n
([} mus.h congor e

LUKy
i sgo-m_z W saue gus mucn ot preeem,
e sud.

H Ellis, & part-time consuitant tor
Buckham's Alcxander S_g C-vq dnu
havea
with is odicals penochcally. rgm

"1 did 3 vear ag0,” Elhs saild when ashed o
he works for AEG “[ don’t have any rela-
guthie .27 pem a all. { did some seutt on
orthemnast ver  and | hnow
sove teranadty | tadk e PAEG ontis

L ez attillagon with e organiza-

CAC LY TN W i
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Politics & Policy
Group With DeLay Ties Pays for Ads Pressing Democrats on Social Security

By Greg Hitt
Staff Reporter of The Wall Street Journal

"
o
U e o

WASHINGTON -- A nonprofit group with ties to House Majority Whip Tom DcLay of Texas is financing a series
of radio ads pressuring vulnerable Democrats over Social Security.

5 Hes i

The ads, which are among the first independently funded political messages of the 2000 election, closely track a
television campaign that top House Republicans launched last month amid the escalating budget fight with President
Clinton. '

The radio spots say liberals in Congress are poised to raid the retirement program to pay for foreign aid and new
domestic spending. Though the radio ads urge local voters to call "our congressman,” they are paid for by
Americans for Economic Growth, a nonprofit group incorporated in North Carolina with headquarters in McLean,
Va.

The initiative not only underscores the significance of Social Security as a 2000 election issue, but also highlights
weaknesses in campaign-finance laws.

The ads have aired in recent days in the districts of four first-term Democrats, Reps. Rush Holt of New Jersey,
Sheliey Berkley of Nevada, Dennis Moore of Kansas and Ken Lucas of Kentucky. The four are among the GOP's top
targets for defeat as Republicans fight to preserve the party’s slim five-seat majority in the House. "It's a desperate
attempt on DeLay's part to hold onto the majority,” said Rhode Island Rep. Patrick Kennedy, chairman of the
Democratic Congressional Campaign Committee.

Americans for Economic Growth is part of a loose network of conservative advocacy groups that have cropped up
this decade, many of them once associated with the fight over government attempts to regulate the tobacco industry. -

The link between the group and Mr. DeLay is James Ellis. Mr. Ellis was the group's "registered agent” when it was
founded in December 1993, according to North Carolina records, and is now head of Mr. DeLay's political-action
committee. '

"I wasn't involved in the specifics of it," WI€EENis®aid of the ad campaign. But Mr. Ellis said he was told about the
group's efforts by Pat Buckley, its current head and a longtime associate from their days as grass- roots organizers on

behalf of the tobacco industry.

"I said. 'Right on,"" said Mr. Ellis, adding he hopes to be more involved in the group in the future. "l agree with what
they're doing." Mr. Buckley couldn't be reached for comment.

A spokesman for Mr. DeLay said there is no connection between the congressman and the private group's activities,
But Mr. Ellis is an important member of Mr. DeLav's political machine, and, at nunimum, the ad campaign
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highlights the deep commitment that the Texan and his allies are making to preserve the GOP majority.

Separately, a group known as the Republican Majority Issues Committee, headed by Mr. DeLay's former top
fundraiser, is trying to raise $25 million to mobilize conservative voters in 20 to 25 swing districts.

Rep. Berkley has taken a double hit in her Las Vegas district, where both the House GOP campaign committee and
the nonprofit group have run ads. "They really have a low opinion of the intelligence of people in my district, and
across the United States," Rep. Berkley said. She called Americans for Economic Growth "a set-up Republican
front, and a very poor one at that. People know what it is."

---- INDEX REFERENCES ----

NEWS “SUBJECT: Community Groups & Charities; Marketing; Politics; Wall Street Journal (CMY MRK PLT
WSI)

MARKET SECTOR: Consumer Cyclical (CYC)

INDUSTRY: Advertising (ADV)

PRODUCT: Media; Washington News and Views (DME DWV)
7 GOVERNMENT:  Congress (CNG)
REGION: North Carolina; North America; United States; Southern U.S.; Virginia (NC NME US USS VA)

LAYOUT CODES: Large Majors; Politics & Policy (LMJ PTC)
Word Count: 533
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Group Behind -
Campaign Has
Links to DeLay

By Jim VandeHei
and Ethan Wallison

House Democrats are outraged
by a new Social Security media
campaign financed by an obscure
organization with ties to Congres-
sional Republicans.

The ad campaign, which is being
bankrolled by Americans for Eco-
nomic Growth. is quickly becoming
the most controversial independent- -
ly financed media blitz of the 2000
election season.

So far. the organization has pur-
chased radio ime only and has tar-
geted just four Democratic law-
makers: Reps. Rush Hoit (N.J.),
Dennis Moore (Kan.), Shelley
Berkley (Nev.) and Ken Lucas
(Ky.). Lucas has already convinced

Continued on page 28

INSIDE

PACKARD: Another GOP
Member to retire, p. 3.

POLITICS

CHRISTENSEN: Ex-Member
considering race to replace
retinng Rep. Barrett in
Nebraska, p. 11.

HELMS PROTEST

Several Members, induding (from left) Reps. Barbara Lee, Corrine Brown, Eddie B
Jesse Jackson Jr., Juanita Millender-McDonald and Carolyn Maloney, staged a prot
Sen. Jesse Helms’ office over his objection to Carol Moseley-Braun’s nomination. Se:

Roberts Will Lead Senate ]

Chafee Vows to Cc
Father’s Legacy in

By Mark Preston

" Sen. Bob Smith’s (R-N.H.) as-
cension to the chaimanship of the
Environment and Public Works
Committee Tuesday will also give
Sen. Pat Roberts (R-Kan.) a kev
gavel.

Roberts will take over the chair-
manship of the Select Comminee on
Ethics, a post Smith vacated in or-
der to take over the Environment
chairmanship.

Meanwhile. GOP Conference
Secretary Paul Coverdell (Ga.) has
landed a coveted seat on the Finance
Commiuee. Coverdell's hop to the
tax-writing panel will open a spoton
the Foreign Relations Comminee
thatcould be filled by incoming Sen.
Lincoln Chafee (R-R.1.). who is ex-
pected to be swomn in today.

All of the commiuee shuffling
comes in the wake of the recent
death of Chafee’s father. Sen. John

Continued on page 24

By Rachel Van Dongen

Warwick Mayor Lincoln Chafee
(R) will be swornintoday toreplace
his father. the late Sen. John Chafee
(R-R.1). bringing the Senate 10 its
full complement of Members and
giving the vounger Chafee a distinct
advantage in atemptng to win elec-
tion to a full term exactly one vear
from now.

After a week of mourning fol-
lowing the sudden death of Sen.
Chafee from heart failure. Rhode Ls-
land Gov. Lincoln Almond (R) sur-
prised no one by appointing the
vounger Chafee. known as “Linc.”
to his father’s seat

Almond called the younger

Chafee. 46. 1+
didate to succe
he had his full
electon in 20¢
Lincoln Ch:
he hoped 10 pr
erate. pro-em\
his father did.
ly appointed
lees — Enwi
Works and Fc
The voung
blacksmuth at
term mavor o
ond largest a
ther's office a
late Senator’s
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House Democrats Criticize Issue Ads on Social Security

Continued from page 1
five radio stations to pull the ad and the other
three \l.mbcr\ are usking stadons to follow
'sllll

Whiie litthe is known about the organiza-
tion, i leust one person histed as an oniginal
fegistzred agent Jumes Ellis, is a close polit-
wcal iy of Majonin Whip Tom DeLay (R-
Tz

runs Delay ' icadership poligeal uc-

uon cotruace. Amencuns tor a Republican
Majonity. or ARMPAC Ellis did not reum 2
phene call requesting comment.

Del.ay. according 10 everal sources, was
the dnviag foree benind the National Repub-
Ucin Congressivnal Commitee ad campaign.
hut his spokesman Jismissed any charges of
courdinadon o Adiculous.

And the NRCC also denied any kmwledvu
ofthe vrgamzaton and. therefore. insisted that
there has been nocoordination with the group.

“The NRCC i~ unfamiliar with this group.”
suid comminee spoheswoman Jill Schroeder.
“Their media buy was news W us. but twas
cerwinly good news.”

Democrats charge that the media campaign
ruses Wous questuns about whether the
NRCC i>courdinuting itsown “Stop the Raid™”
ad strateyy with tus outside group.

“This smacks ot illegal collusion.” suid a
top adviser t Minority Leader Richard
Grephurdt 1 D-Mo.). “The issue is collusion —
is Tom DeLay calling {Americans for Eco-
nomic Growth] and saying. "Run ads in these
disgnen

While Demovratic Congressionad Cam-
paign Committee Chairman Patrick
Kennedy 1R.E1 dees not believe the NRCC
is uniaw tuily coordinaung its work. he ix in-
vestizating whether the organization is op-
eruting illegally because its corporation cer-
tification was revoked by the state of Vir-
ginia in Apnl.

Americans tor Economic Growth hasa Vir-

retum phone calls requesting commnent. At
press time, it was unclear who was ruoning
the group or where 1t is headquartered.:

“Issue ads have become a reality in polid-

cul fife. In that reality. they should be con-
ducted above reproach.” said DCCC
spohesmun Erik Sinith. “In this instance. this
orgamzabon has produced a lot of questions
and produced no answers.”

Furthermore. several law experts said —
and many Democruts pnvately conceded —
it would be virnally impossible to prove the
cparge of improper collusion and. even if De-
mecruts could. the Federud Election Commis-
sion has o mack record for leming such be-
havior go unpunished.
_ Nevertheless. Democrats are convinced the

ad cunpuign is improper. The links between the
NRCC and Americans for Economic Growth
are far too obvious to discount. they argue.

The wls, which accuse four vulnerable De-
mocrats of dipping mto the Social Security
surplus to fund government progrums. sound
remarkably similar to the NRCC tefevision
ads. they sud.

Kennuedy this week dispatched his sat to
accumulate information about the organiza-
uon and ins connection to the GOP and to feed
it locd politcal operatives to convince sta-

*THENRCC is unfumllmr 4
with this group,” said
committee spokestvoman
Jill Schroeder. “Their media
buy was news to us, but it
was certainly good netvs.’

tion managers to pull the ads.

Kennedy has resisted the emptaogon (o run
response ads thus far and has invied ficused
the committe’s energy and ane on convincng
television and radio stations to retuse the ads.

‘The spots. which have run exclusivelvon ru-
Jio. come directly on the heets ot the NRCC
campaign. Two of the four lawmakers @rget-
od in the rudio buy — Berkiey und Moore —
were also hit by the NRCC:

Lucas succeeded Tuesday in getuing five
stations in hisdistrict 1o suspend the spotswiter
a furious counteraniack by hus oftice.

Among other things. Lucas” office provid-
ed sutions with documentauon showing Lu-
cas had introduced his own Social Sceurity
“fockbox™ legislation. along with Mouore and
Holt.

A Lucas spokesman said the stations indi-
cated they will “continue 10 review" the spots,
and plan to solicit input from the group that
bought the air time.

Moore and Berkley lushed out at the NRCC

and its chairman. Rep. Tom Davis1\Va i who

- they alleged was clearly in the know about the

supposedly independent cumpuign.

“You'd have (0 be unconscious or from an-
other planet 10 not see the connecton” o the
NRCC. Berkley sud cinng the simiiar text
and plucement of the ads.

Moore. clearly irritated by the repegtious as-

+ sault on Ais Socia Securiny recond in hus dis-

el was asked whether he thought Duvis
knows who is behind Amenicans tor Economic
Growth. [ think he doex.” Moore wid.

While the ads has ¢ infuriated the Members
who have been trgeted. Democratic strute-
gists have conunued to maintuin hat they are
having litde to no impact because the buys
have been relatively small and because the
election is not for another veur.

This vudook has itself trustrated targeted
Democrats. some ot whom appeur to feel thes
are caughtinapublic relations vortex between
their need to prove themselves on Social Se-
cunty and the party s ~ttegy to portruy the
uds as no big deal.

“We're talking about 1 ruce that's going
be decided by a couple of points. <o every-
thing has an impact.” 4 senior wde © one tar-
geted Democrat said. T don teare whhat {party
strategists) say.”

Cumpaign finance experts <uid Americans
for Economic Growth is only one 0f what they
predict will be dozens of unknown organiza-
tions that will run ads in competitive districts
next vear without disclosing anything more
than their names.

These organizatons operate with exus
dinary freedom trom disclosure law s that .
er politicl cumpaigns. and ity virtuadly
possible for the FEC w prove illegal cox
natun based un the limited information ot
able to them.

As fong a3 the commerciuds do not ey,
lv advocate the election or defeat of & purr
lar condidite. they ure considened “iasue
sovaey ads.” whuch the FEC does notrege.

While this situation s unlikely w <&
scruuny from the FEC. some legul exp
wam that such intervention may oceur 1
orgunizations skates wo close to the fine o
gality and there's evidence to prose that.

“AUsome puint this could be 3 proble
suid Ken Gross. a Republican elecdon iaw
pert with the tim Shadden. Amps. Si
Meagher & Flom LLP.

Gruss suid some otticials at the FEC &
“not completely embruced the view™ that
ads that do not directly advocate the elec
or deteat ot a particulur candidate ase out
the FEC's regulatory authoriny.

1 Democrats could prove the NRCC Iu
od the campaign and directed where the
¢y should be spent. many FEC commussi
ers would ory to intervene, he said. But ¢
then, the threshold to prove illegal coord:
tion is so high that the FEC could refuse ic
vestigate the mattegf

*T don’t know at what point the coordin::
berween two groups becomes so pervasive
the FEC would think the issue group’s act:
should come under their junisdiction.” he s

Packard Plans to Leave Con

Continued from page 3

minee chairmen.” Feehery said. "It seems
that's v.hy a lot of these Members want to
moveon.

Packard’s announcement sets the stage for
apotenaally explosive March 7 GOP prisary
inthestate s 48thdistrict. a Republicanstrong-
hold. between Doman and mulumilhionaire
Darrell [ssa, a car-alarm magnate who poured
$13 million of his own morey iato an unsuc-
cessful 1998 Senate primary bid.

An aide said Packard will not endorse any
candidate in the primary to sucveed him.

“'m caught just a litte off guard. but I'm
fast-footed. and this is something Il serious-
Iy look at” Doman said in an inwerview
Wednesday.

Doman — who suid he recendy purchased
land in the 48th distnict near his daughter s res-
idence m San Juan Capistrano — had been
threatening to challienge Rep. Dana
Rohrabacher (R) 1n the nearby 45th district.

Doman. a hard-right conservative and fiery.
fist-thumping orator. first won 3 House seat in
the ste’s 38th distnct in 1934, Foliowtng the
post-1990 Census redistricting of House
boundanes. Doman jumped to the Demo-
cratic-trending 36th dismict in what he de-
scnibed us a personal Favor v Rohrabacher,
who would otherw s have been forved o run
against Doman.

Hurt by the influx of Hispanic voters into
his Orange County base. Dornan narmw Iy lost

his 1996 re-clection bid to now-Rep. Loreta
Sanchez (D) and. following a |4-month chal-
lenge to Sanchez’s 984-vote win. lost a 1998
remaich by 17 points. In both races, Doman
proved to be a skilled fundraiser, spending
$3.9 million in last year’s race.

“T'm seriousty interested, and it looks like
Dana is rescued again. by fate. 1 do not relish
being a freshman for the third ame but then
['ve never really acted tike a freshman,™ Dor-
nan said. “When I first landed there in 1985,
[ acted like [ had already been {in the Housc)
10 years.”

In remarks praising Packard that clearly
sounded like a jab at Doman. Rohrabacher
called Packard 1 gentie conservanve who has
the respect ot people on both sides of the aisle.
His quiet dignity hus well served his con-
stituents and his counay. Ron is a guy who re-
spects others and in rerurn has achieved a great
deal of respect among anyone who has ever
worked with him.”

Noting he has previously held seats with
high Demacratic voting pertormance. Doman
said he would “chensh™ the vpporunity w
represent the solidly GOP48th. which saretch-
es from southemn Orunge County to northem

San Diego County and includes a slice of

Riverside County.

“The thought of an vutspoien tighter like
Bob Doman in a safe Republican seatis a con-
summarion devoutly to be wishod.™ he said.

Doman ulso lashed out at Is<a. calling him

gress in 2000

a “rank amateur’” who has litde political :
ial left among conservatives. “Darrel
would have gouble beating a state Ass
biyman. especially since he’s made an enr
out of me.” Doman said-

“I'm sorry that he has so much hate.
that's B-1." responded Issa. who other-
sought to focus media attention yesterda
Packard's career m Congress.

Still. Issacould not resist taking ajab at
nan, saving a comparison of Packard's
Doman’s records in the House would ¢
that “these guys are like mght and day.”

But several Califormia Republicans
tioned that Doman and Issa are centun
Just part of a more crowded primary. Th
ing deadline for House races in Califor:
Dec. 10.

Term-limited stie Assemblymen E
Thompson and Howard Kaloogian are
teing touted as likely GOP candidates
Kaloogian said yesterday that he plans i«
<0 he can run to succeed Rep. Duke
mngham (R) when he retires trom the
distnet.

Suate Sen. Bill Morrow (R) also ma:
Some Republicans also suggested tha
Diego County Supervisor Bill Hom (R*
iscurrently running for the nominagon t
lenge Sen. Dhanne Feinstein 1Dy in 2000
abandon that bid 10 run for the House.

John Bresnahan contributed to tt
port.

‘ PluginTo conuyes?
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 Social Security Ads Irk Democrats
By DAVID ESPO
Associated Press Writer

WASHINGTON (AP) - A little known organization has recently begun
airing radio commercials about Social Security in key House districts.
Democrats said Wednesday they believe the group has ties to the
political organization of House GOP Whip Tom Delay.

Americans for Economic Growth is paying for the advertisements in the
districts of Rep. Rush Holt of New Jersey, Shelley Berkley of Nevada and
other vulnerable Democrats. The commercials allege that liberals in
Congress "want to use their voting cards to pick the Social Security
lock box" and spend the money on big government programs.

The commercials deliver a message similar to telev151on '
advertisements that the National Republican Congressional Committee’ has
been airing in eight to 10 Democratic target districts around the

-country over the past few weeks.

But the two efforts have significaht differences.

The NRCC, as a political organization, is obliged to use a mix of
soft money and hard money, and is required to disclose the sources of
its funds and its expenditures. Hard money donations are limited in
size, and thus harder to raise in large quantity.

Under federal election law, Americans for Economic Growth is allowed
~o pay for its commercials with soft money donations of unlimited size,
and is not required to file a disclosure statement with the Federal

- Zlection Commission.

Americans for Economic Growth is not permitted by law to advocate the
2lection or defeat of any candidate. And the commercials stop well short
>f that. They urge the listener to call their member of Congress and
"tell him to support the Republican plan to protect Social Security."

The organization has corporate records on file in two states, listing
an office in Winston-Salem, N.C., and an official there, James W. Ellis.
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DeLay's political action committee, Americans for a Republican
Majority, also has an employee named James Ellis, who formerly worker in
Winston-Salem,'several GOP officials said Wednesday

Efforts to reach Ellis were unsuccessful.

Democrats have been résearching the origins of the group since the
,commercials began running several days ago. Erik Smith, a spokesman for
he Democratic Congressional Campaign Committee, said, "I think Jim
;:Ellis the guy who works for ARMPAC (Delay's PAC) is the. same Jim Ellis
=_who is the registered agent for Americans for Economic Growth

"It's clear that this organization was thrown together V1rtually
,overnight for the sole purpose of not hav1ng to spend Republican
g campaign funds,' Smith said. -

Mike Scanlon, a spokesman for Delay, said the Texas Republican's
office "has positively nothing to do with this. We don't know anything
", about the group. We don't know anything about the ads." But, he added,
< "we're thankful" for the effort. Scanlon said he could not confirm that
jiy the Ellis tied to AEG was the same person who works for ARMPAC.

"Jill Schroeder, spokeswoman for the NRCC, said she had never heard of
Americans for Economic Growth and the GOP campaign organization had not
donated any money to it.

AEG's second office is in the Virginia suburbs near Washington.
Kenneth Boehm, listed as the registered agent for that office, said
Wednesday that he had severed his ties with the group. some time ago
because of time constraints.

The Republican Congressional Committee's television commercials have -
. proved to be controversial within GOP circles, in part because the ad
campaign has involved the expenditure of hard money on an ad effort a
year in advance of the 2000 elections.

Smith said one Democrat, Rep. Ken Lucas of Kentucky, successfully
~appealed to local radio station not .to air the commercials, claiming
they were inaccurate. Lucas has supported "lockbox" legislation to

safeguard Soc1al security funds from being used in gene“a1 government
programs.

"The financing source of this- false and misleading adwvertising
campalgn is unknown," he said in a statement.

A second Democrat, Rep. Chet Edwards of Texas, made a similarly
~successful appeal in his Waco, Texas, congressional district when the
GOP campaign committee sought to air its . TV commercials there.
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" Sunday, October 31, 1999
METRO CHICAGO
DC Journal
GOP'S NEW MONEY MAN HAS TIES TO HASTERT

Mike Dorning, Tribune Staff Writer Mark Stricherz of States News Service
contributed to this column '

More than anything else, the primary goal House Repu'blicans have
set for themselves is getting re-elected.

3 So they're deferring their ambitions for change into the future _
L and for the most part merely persevering in the meantime through a

i Congress marked by a diminished majority and a party weakened by -
competing philosophical factions.

And the man who has been given charge of the congressional
campaign apparatus and fundraising operation that must deliver that
future is a lobbyist with close ties to lilinois' Dennis Hastert: Dan ’
Mattoon, who represents telephone giant BellSouth.

Mattoon was named last week to run the National Republican
Congressional Campaign Committee, replacing Scott Hatch, a longtime
aide to House Republican Whip Tom Delay of Texas. Hatch took a
medical leave, citing a stomach disorder.

The move strengthens Hastert's hold on a crucial piece of the
congressional party machinery, although Mattoon is an ally of DeLay's
as well. : . :

"I felt a commitment to be as helpful to Denny as | could,“'said
Mattoon. "I look forward to it. It's a great challenge. We certainly
have our work cut out for us."

Mattoon was the chief of staff for Hastert's two predecessors
" representing the Fox River Valley in Congress: Reps. Tom Corcoran and
John Grotberg. He also worked as a consultant on Hastert’s first
campaign for Congress and has remained an unofficial adviser since
then. ’

Show n5e the money: It hasn't taken Peoria's GOP Rep. Ray LaHood
long to begin maneuvering for the seat on the influential House
Appropriations Committee now held by fellow Republican Rep. John
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Porter of the North Shore suburbs.

Barely two weeks after Porter announced he would not seek re-
election, LaHood is campaigning in earnest for the opening on the -
committee, arguably the most powerful of all House committees because
it drafts the lucrative line items in the federal budget that
determine how hundreds of billions of dollars are spent.

LaHood has been meeting more with Hastert, House aides said. He
also has toned down his occasionally acerbic comments to the press.
In addition, LaHood's staff has been working other congressional
offices, particularly courting members of influential committees.

Curtains: A tax break the south suburbs' Republican Rep. Jerry
Weller had worked out to encouragé more movie production in the
United States looks like it will wind up on the cutting-room fioor.

Weller had announced earlier this month that the tax credit for
independent movie producers, supported by Chicago's film office,
would be included among a package of breaks for busiriess that was to
be added into a bill raising the minimum wage. :

But he now says the provision is likely to be removed by House
Ways and Means Chairman Bill Archer (R-Texas), who has decidedto _ )
block any provisions not already formally approved by his committee.

Man's best friend: The House has granted approval to a bill
sponsored by Weller that could land a person in prison for up to a
year for so much as kicking a federal police dog.

The measure éets penalties of up to one year in prison for
injuring a police dog or horse and up to 10 years' pnson time for
kllhng a policedog.

"There are no laws protecting these animals or discouraging
criminals from assauiting or even killing them," Weller said in favor
of the bill, which does not yet have a Senate sponsor.

_ - INDEX REFERENCES ----
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Friday, October 29, 1999

Chafee's Death Opens Assignment
By DAVID ESPO
Associated Press Writer

WASHINGTON (AP) - Senate Republicans have a plum committee asmgnment
to fill, the seat on the tax-writing Finance Committee that Sen. John
Chafee of Rhode Island held at the time of his death Sunday.

g Under GOP rules, memberships on the panel are awarded strictly by
seniority, although a senator may not sit on any one of three other
panels - Appropriations, Foreign Relations or Armed Services - at the .
- same time.

Several senior Republicans have passed up Finance Committee seats
before and are certain to do so again - Sen. Ted Stevens of Alaska, who
chairs the Appropriations Committee, for example, as well as other
members of his panel who are subcommittee chairmen.

-Much attention has been focused on Chafee's chairmanship at the
Environment and Public Works Committee, a spot for which New Hampshire
Sen. Bob Smith, a one-time Republican on the verge of rejommg the GOP
and Oklahoma Sen. James Inhofe are vying.

But a seat on the Finance Committee is highly coveted, given its
jurisdiction over taxes, trade, Medicare and welfare programs, and its
traditional entree to fund-raising sources.

And if enough senators decide to take a pass, it could become a very
valuable consolation prize for Smith or Inhofe.

Ten days after the demise of campaign finance legislation in the
. Senate, a bipartisan group of senators’is trying a new approach.

The measure, introduced by Sen. Chuck Hagel, R-Neb., four fellow
Republicans and two Democrats, would limit soft money contributions to
the political parties and raise the current ceiling for donations by
individuals to candidates. It also’includes requirements for stricter
disclosure of campaign contributions and advertising.

Hagel said he was proposing his legislation as a “bipartisan
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alternative in what has been a very polarized debate."

His measure would limit soft money donations to $60,000 per
organization. Soft money applies to funds donated by individuals,
corporations and unions to political parties, and currently there are no
limits on their size.

Donations to candidates, referred to as hard money and currently
limited to $1,000, would rise to $3,000 to take into account the effects
of inflation since 1974. '

~ By contr_asf, legislation that died in the Senate this month at the
hands of a Republican filibuster would have banned soft money but made
no change in hard money limits.

—peas
W

Hagel said he had intended to seek a vote on his measure as part of
~ the recent campaign finance debate in the Senate, but was prevented from
doing so by the parliamentary snarl that developed. '

Dan Mattoon, a phone company lobbyist and longtime adviser to House
Speaker Dennis Hastert, is taking over as top staff aide at the House
GOP campaign committee.

Mattoon will become deputy chairman at the committee at the beginning
of the year. He effectively replaces Scott Hatch, who had been serving
as executive director, and will begin an indefinite medical leave.

Mattoon is a vice president at BellSouth Corp., with responsibilities
for the company's legislative and political affairs.

As coordinator of the BellSouth political action committee, he
oversaw the donations of more than $1.5 million to congressional .
candidates in the 1997-1998 election cycle.

Mattoon is a former aide at the National Republican Congressional
Committee, and also served as an aide to Hastert's predecessor in the
House. Several GOP aides, who spoke on condition of anonymity, said his
selection signals Hastert's desire to have a stronger presence at the
campaign committee, which will lay an important role in determining the
fate of the GOP majority in next year's elections.

- INDEX REFERENCES -

COMPANY (TICKERY): BellSouth Corp. (BLS)
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House Leaders Plan Ad

New Campaign
Designed to Blunt
Hastert's Critics
By Jim VandeHei
and John Bresnahan

Speaker Dennis Hastert (R-IIL),
besieged by complaints about his -
leadership and his party’s agenda, is

planning a multimillion-dollar me-
dia campaign that will stake the

. .GOP’s political future, and possibly
- hisown, on protecting the Social Se-

curity surplus.
'I’he campzugn whxch sources

vulnerable Democratic Members.
It’s also designed to show Republi-
cansand their donors that leadership
stands for something and is willing
to fight on principle.

Several Members, including one
party leader, said Hastertisunderin-
tense fire from Republicans and
faces a potentially disastrous end to
his first session as Speaker if he does
not unveil a winning strategy soon.

“There are some people who are
questioning some of the decisions
Denny has made,” said a member of
Hastert’s leadership team, who re-

Lottto Put Blame On

By Mark Preston
Scnatc Republican leaders went
on the offensive yesterday, trying to
shift blame to President Clinton in
casé the impending appropriations

* clash leads to a government shut-

down.

Muajority Leader Trent Lot (R
Miss.) said inan interview, “We will
never be u party to not take any ac-
tion, as long as [ am Majority
Leader. that is necessary to keep the
government in action,”

“We do not intend to be a party 10
clogine down anv nart of the [Unit-

‘Clinton for Chaos

Domenici said. “As long as we-

continue to do xhat. itwillbe upto
the President to decide whether or
not he wants to close down the gov-
emment. [t won't be us.” ]
Senate Republican leaders were
launching a preemptive strike in or-
der 1o make sure 1999 is not a repeat
of 1993, when they were accused of
shutting down the government.
The Senate rhetoric came as
House GOP leaders pushed through
a continuing resolution that will
keep the sovernment open for three

weeks past the omorow's close of -

Blitz on Budget Strategy

said will cost as much as $5 million
depending on its success, will target

Sotirces described a

raucous meeting in the

office of Majority Whip

- Tom DelLay yesterday,

during which several
Members were highly
critical of Hastert's
comments and the

overall performance of

his leadership team.

quested anonymity. “He’s notinany
trouble, but there are a lot of ques-
tions about what we'll do next, es-
pecially after what he said on Sun-
day. I think Denny has to convince
people that we-have made a com-
mitment and we’ll stick to it.”™
Numerous Members filed into
various leadership offices. includ-
ing Hastert's. in the past 48 hours to

complain that the Speaker appeared

weak-kneed and rudderless on’

CBS’ “Face the Nation™ over the
Contmued on page 13
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House Leaders%’lan Ad Campaign on

Continued from page 1

weekend and that Republicans are in danger
of self-destructing. 1 have never heard the
Conference at large bitch this much,” said one
leadenship source.

The sources described a raucous meeting in
the office of Majority. Whip Tom DeLay (R-
Texas) yesterday, during which several Mem-
bers were highly critical of Hastent's com-
ments and the overall performance of his lead-
ership team.

“Members of the whip tcum were more
upset and more concemed thun they've been
ina long time,” said one participant. Rep. Gil
Gutknecht (R-Minn.) started the griping and
several other Members chimed in, pantici-
pants confirmed. Gutknecht's office denied
nuiking any critical comments.

In addition, several conservatives, many of
whoin instigated the coup attempt against
then-Speaker Newt Gingrich (R-Ga.)in 1997,
huddled for a late-Monday gripe session and
left feeling that things could quickly go from
bud to unfixable.

“This place is hopeless. ... When will we
get real leadership? Those were the concems
expressed in the meeting.” said Rep. Mark
Sanford (R-S.C.), who attended the gathering
along with GOP Reps. Steve Largent (Okla.),
Tom Cobum (Okla.), Lindsey Graham (S.C.)
and several others. Hastent spokesman John
Fechery refused to comiunent on the campaign.

Several Members said Hastert has infuriat-
ed conservatives by caving in on Lax cuts,
breuking his promise to never bust the budget
cups and yielding the tloor 1 Democrats so
they can pass many of their popular agenda
items. -

GOP strategists said the pany will self-de-
struct if it breuks its most popular, poll-tested
idea: o pledge to never again spend Social Se-
curity surplus dollars, which Republicans call
a lockbox, hence the ultimiilion-dollar ad
umpulgn, un idea many chuhlu.ans admit
is risky.

“We will never dip into Socml Socumy
Ever. This is Hastert putting our moncy where
his mouth is by putting millions of dollars be-
hind this,” said one leadership source.

Butnoteveryone inthe party leadership has
not signed off entircly on the campaign and
there uppears to h, sonie dispute over huw
much money Nationatl Republican Cong
sional Conuniuee Ch-nnn.m Tom Davis (Va.)
is willing 1o spend, if any, on the .u]vc.rlhlng
component,

Suimcotherleaders want me to pay for this,
but nu decision has been made,” said Davis,
who udded that the NRCC's exccutive board
must finst approve the plun.

However, Davis said the media (..unp.:q,n
will initiully target at Jeast six Democrats stan-
ing as carly s this week.

The fiest wave of ads will likely air in Ihl.
districtof vulnerable Democrats such as Reps.
Dennis Moore (Kan.), Shelley Berkley
(Nev.), Mike Furbes (N.Y.), Rush Holt(N.].),
Jue Hoelfel (Pa.) und Jay Tnslee (Wash.). The
suurces cautioned the target list could change
and could be tweaked o pressure specitic
Members during the upeconung appropeia-
tiuns showdown.

“The carnpaign, according to sources, is the
opening salvo in a paid media blitz Republi-
vans plan too employ o detine themselves be-
fure timing the stage over W GOP presiden-
vl frontrunner George W, Bush lollowing the
New Hampshire primary. “We'te dead il we

don’t shuw voters we believe in something,”™

saidd a Jeadenship source.

Daavis also suggested the pand media cinn-
pargn could continue into neat tall.

“There’s nocleuer fomm ol conununications
than prid imedia Iamdl there's nosway o petolf-
wiessige this way,” sad another leadesup
sontee. "Our 3O-second s wilt ik it hun
damtly chear that we bebese i someti

The NRCC swill mun the ads, the samces

: and pay Tor te campign, While some
statepnty tunk s ek o spend NROC

funds so carly, several leadership sources said

Hastert, Delay and other leaders will likely-

hold speciul fundraising events w ﬁmntz the
program, if necessary.

In addition to running the ads, the NRCC
is also expected to set up a comumunications
“war room” 10 counter any Democratic at-
tlempts to distort its message.

Democrats dismiss the planned ad cam-
paign as too litde, too late.

1998 showed how all the money in the
world cannot sell a fundumentally flawed
message,” said John Del Cecato, aspokesman
for the Democratic Congressional Campaign
Comniiuee. “And it will cost Republicans
even more to sell a lie.”

Del Cecato also compared it the NRCC's

. failed “Operation Breakout,” a major ad cam-

paign designed to help GOP incumbents dur-
ing the last election.

Several GOP leadership sources also
strongly questioned whether Republicans can
convince anybody that they won’t spend So-
cial Security dollars after Clinton has argued
otherwise for months. But Hasten and com-
pany think it’s a gamble they can win.

They plan to buttress the ad cumpaign with
acomprehensive communications plan. GOP

Conference Chairman J.C. Watts (Okla.) is
runaing this component of the opecation and
is calling it the “Stop the Raid™ campaign.
Beginning toduy, Republican lawmakers
are being unged 10 hold at least three events in

‘We knew in particular
this year would be extra
hard, but that doesn’t
mean you shouldn’t
strive for it,’ said Senate
Majority Leader Trent
Lott. “You should always
strive for an A, but if
you get a B, you don’t go
out and commit suicide.’

their districts during October, when the bud-
get fight with Clinton and the Democrats is
expected 10 hit its high water mark, to tout the
GOP's position on Social Security.
Members are being urged to send out

Surplus Fight

newsletters and direct mail o senior citizens
to help gain their support.

In order to helpensure Members panticipate
in the effort, Rep. Jack Kingston (R-Ga.) has
heen assigned the sk of whipping up sup-
portfor the ground campaign. Hastert has also
sent a letter 10 every Member urging them
participate,

Majority Leader Richard Armey (R-
Texas), who urged the rest of lh;. GOP lead-
enship o issue a
ing the party spu;munonSmul Sﬂ.umy also
pluns to issue a daily message on the topic.

“We need 10 drive a pusitive, consistent
message that delines Republican priorities,”
said a senior GOP Conterence statter. “This
is a joint etfort by the entire leadership and we
hope all Members become involved.”

Largent, a leading GOP conservative, reit-
erated the view that Hastert isn’t about to be
ousted, but did say Members are concerned
about the direction the debate is taking over
Sociul Security.

“There is some frustration about how this
thing is evolving,” said Largent of the budget
endgume. We're now coming down to the fast
three, four weeks of the session, and we'll see
what's what.”

Photo by Kebecca Roth

Sens. Conrad Burns (left) and Ted Stevens confer before ycslcrﬂay‘s Appropriations Cummittee mecting,

Lott, Domenici Put Blame on Clinton

Continued from page 1
not vole,

Laott, meanwhile, abso conceded that Cone
press will not be able to stay within the bud-
pet caps as outtined in the 1997 agteement
reached with Climon,

He saaid that no une pepson should be bluned
fur the problem and pointad o a lusdiul of
lunding ctnengencies such as Kosovo, disaster
reliel for the country's agriculurd commuam-
ty and the demand locadditonad momes fored-
uaation, the Nationad Institute of Healthaad de-
fense as the reason why the ““eaps busad.”

“We knew in 1997 that the budget agrec:
mient we entered into was a lough one and
would be very difficult o meet” Lot sand
“We knew i panticular this year would be ey
tras hard, but that doesn’tmean you shouldn o
strive Tor it You should alwas s stive fon s
AL but il you get a B, you don’t go oal e

©commit suicide.”

Lot sind he would have prelenal o s
within the caps, bt Cangress needs oy
o aand finsh s wodk,

“Our gaat nos showd b, Get the appeee

priations bills done, protect the Social Secu-

nty Trust Fund. refuse o raise taxes like {Clin-
won] s us o doand reduce the debt,” Lou
sand.

Bomenici said there will be “legitimate wd-
vanced Nuding " innest year’s budget that al-
lows for v so Republicans will not have
o dip o the Soctal Seeury Trust Fund.

“Temakes somie ol the eypenditures go into
the neat year, because that is really where they
are going to be spent,” Domenici said.

Senate Appropriations Chairman Ted
Stevens [R-Akika] said he “lully expects”
Congress will be finshed with s appropria-
tions work by Oct, 29

But Swevens achnowledyged that Republi-
cans wil Buse 1o want 1o see what appropiia-
uons bills Chnton wall veto, Clinton vetoed
the D Clappropatations bl estenday becai
he disagreed sath o handtal oF social riders

Lot alwo setended the Senate’™s work
Progress this seans saying it his gotien i ka
done despite spending sivwecks on Clinon’s
wpeachinent wal amd the Lok of help s
Demociats to pass egishanon

“This has been a very active and produc-
tive Scmite,” Lot said “"We e getting our
wunh done, but the Demovtats as usuil, they
obstruct, block, detay ... Gihibuster, protest and
holler and then say, Oh, the Republicans are
ot getting thett work done " But it s gust not
[

ot adsor saicd at timies he his been “agitu-

cd”™ with Stevens il the other appropiaton,

But the Majority Leader sand he undenstands
Stevens hin i very dilticult job” wnd the dis-
agrecments bive not been personal. |
“{Swevens | is tying 1o duoitat s dine we e
wrying o heep restizunts on the spendingaund all

e pressure aound bere istospendmone.” Lot

sand, U Eetagitaed pensonadly, ik ly, withap
propeaton becase they e always kvoking,
mast of them, tor e way s o speid e
sy Butalter alt that s what they do ™

Lot sand the answer o avond end of
vear il s o have o bicnnial budget. a
propoosal hie phans Lo pursae nest yei

W g
Lot sand -

ol B o (o bicomal Tuiding.”

“Budpetwthe .ul.l soan i || T
Prations e the oven year



