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COMPLAINANT: 

RESPONDENTS: 

RELEVANT STATUTES: 

MUR: 4953 
DATE COMPLAINT FILED: 12/08/99 
DATE OF NOTIFICATION: 12/15/99 
DATE AC1TTVATF.n: n4/06/01 

EXPIRATION OF STATUTE OF 

... .. . . ... . .  . .  

LIMITATIONS: 10/20/04 

David Plouffe, Executive Director 
Democratic Congressional Campaign Committee 

National Republican Congressional Committee 

U.S. Family Network 
Republican Majority Issues Committee, Inc. 
Americans for a Republican Majority Political 
Action Committee and Corwin Teltschik, as 
treasurer 

and Christopher J. Ward, as treasurer' 

Americans for Economic Growth 
Representative Tom DeLay 
Ed Buckham 
Bob Mills 
Dan Mattoon 
Jim Ellis 
Karl Gallant 
Representative Tom Davis 
Dick DeVos 
Betsy DeVos 
Representative Dennis Hastert 
Representative Dick h e y  
Representative J.C. Watts, Jr. 

2 U.S.C. 5 431(4)(A) 
2 U.S.C. 5 433(b)(2) 
2 U.S.C. 6 441a 
2 U.S.C. 5 441b 
11 C.F.R. 5 lOOS(g)(4)(ii) 

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

respondents were notified of the complaint. 
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11 C.F.R. $ 102.5(a)(l) 
11 C.F.R. 0 106.5(c) 
11 C.F.R; 6 106S(g)(l)(i) 
11 C.F.R. 0 110.3(a) 

INTERNAL REPORTS CHECKED: Disclosure Reports 

FEDERAL AGENCIES CHECKED: Internal Revenue Service 

I. INTRODUCTION 

The complaint in this matter alleged violations based on affiliation, allocation and 

political committee theories. First, the Democratic Congressional Campaign Committee 

(“DCCC”) alleged that the National Republican Campaign Committee (“NRCC”) was 

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

Committee, Inc. (“RMIC”),2 and Americans for Economic Growth (“AEG”) within the meaning 

of 11 C.F.R. 0 110.3(a), and therefore these organizations had a single contribution limit. 

Second, the DCCC alleged that, even if the groups were not affiliated with the NRCC, the NRCC 

transferred $500,000 in non-federal funds to the USFN for the purpose of avoiding compliance 

with the Commission’s allocation regulations. Finally, the complainant alleged that the USFN, 

the RMIC, and AEG were political committees, which should have registered with and reported 

to the Commission. Based on all the available information, this Office recommends that the 

Commission find reason to believe that the NRCC violated the Federal Election Campaign Act 

of 197 1, as amended (“the Act”) and Commission regulations by failing to allocate its donation 

to the USFN, but does not recommend that Commission find reason to believe that the NRCC, 

the USFN, the RMIC, and AEG were affiliated or that the latter three groups were political 

I 

committees. 

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

proper name is the Republican Majority Issues Committee is confirmed by the respondent and other information 
gathered thus far. 
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1 The complaint also alleged that Americans for a Republican Majority Political Action 

2 Committee (“ARMPAC”), Representative Tom DeLay, Ed Buckham, Bob Mills, Dan Mattoon, 

3 Jim Ellis, Karl Gallant, Representative Tom Davis, Dick DeVos, Betsy DeVos, Representative 

4 Tom Davis, Representative Dennis Hastert, Representative Dick h e y ,  and Representative J.C. 

5 Watts, Jr., all of whom had some connection to one or more of the respondent organizations, 

‘!;:i I ’i - 

:$. 

6 

7 

- 8 

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. 

: a  

!!: 
I$. 

iry .. r 
’ -  

ps.  = ’  

9 11. FACTUAL AND LEGAL ANALYSIS 
ip: 

:s:a 
2 :a 

”? 

:g? -: 10 A. Affiliation 
#$ ’ 

’-.% :-.”. 

8. : : v V  1. The Complaint and Responses3 11 

12 
;;d: 

.I ;.j The complaint presented a “hub and spoke” scenario of affiliation. Citing a Roll Call 
FS 
iz:  : 

13 article, the DCCC alleged that the USFN, the RMIC, and AEG, non-profit corporations, were 

14 tied to the NRCC through Representative Tom DeLay, who was said to serve “both as the 

15 NRCC’s primary fimdraiser and as one of its top strategists.” Jim VandeHei, NRCC’s $500,000 

16 Donation Linked to DeLay Advisors, Roll Call, Dec. 6, 1999 at A1 (“1 2/6/99 Roll Call article”). 

17 See Attachment 1. Contending the “facts show that” the USFN, the RMIC, and AEG “are 

18 established, financed, maintained and controlled by the very same individuals who run the 

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

20 

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

as the NRCC’s Chairman, submitted a response. 
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1 Commission’s regulations at 1 1 C.F.R. 0 100.5(g)(4)(ii)4 are met by these four organizations, 

2 

3 

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 Buckham, who was 

4 described in the article as “a political consultant” to the USFN and “DeLay’s top political 

5 associate and former chief of staff,” reportedly solicited $500,000 in non-federal fimds for the 

::9 

1 S I  

6 

7 

8 

9 relevant time period. 

USFN fiom the NRCC on October 20, 1999. Id. The DCCC hrther alleged that, despite 

Mr. Buckham’s attempts to characterize himself to Roll Call as being an independent fimdraiser, 

he was deeply involved with the USFN and even shared office space with the USFN during the 

5% 
: I  

[?ha 
I .  

::Ex 
i.2 
:;& 
w! 

... I. 

:q: 10 

1 1 

12 

According to the DCCC, Mr. Buckham helped create the RMIC, an organization it 
:s 
:’”+ 
i a d  alleged was nominally run by Karl Gallant, a former DeLay hdraiser.  Relying on the 12/6/99 

Roll Call article, the DCCC alleged that the RMIC was thought by “GOP insiders [to be] a 
2 .go -- - r- 
:r. = ii 

13 DeLay operation, top to bottom.” Id. 

14 The third organization, AEG, was, according to the DCCC and again based largely on the 

15 12/6/99 Roll Call article, reportedly uhder the “complete control” of Jim Ellis, who allegedly 

16 managed Tom DeLay’s “so-called ‘leadership PAC”’ (ARMPAC), and was also a paid NRCC 

17 consultant. Id. The complaint, citing to the article, stated that ARMPAC shared office space 

18 with Mr. Buckham and the USFN during the relevant time period. Referring to the 12/6/96 Roll 

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

The circumstantial factors of affiliation listed at 1 1  C.F.R. $$ 10Om5(g)(4)(ii) and 110.3(a)(3)(ii) are 
identical. The regulation at 1 1  C.F.R. $ 100.5 defines and relates to political committees, whereas the regulation at 
1 1  C.F.R. 9 110.3(a) extends affiliation to non-political committees. This report cites to 1 1  C.F.R. 9 110.3(a)(3)(ii) 
because it does not recommend a finding that the non-profit organizations are political committees. See discussion 
infra. 

4 

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 
A l .  

5 
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claimed that AEG had already sponsored advertisements attacking Democrats, which bore “a 

stark similarity to ads that were run by the NRCC itself and masterminded by DeLay.” Id. 

Based on the allegations set forth above, the DCCC claimed that the NRCC, the USFN, 

the RMIC, and AEG met several possible tests for affiliation set forth in 11 C.F.R. 5 10OS(g)(4). 

More specifically, the DCCC alleged that the organizational respondents were affiliated within 

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

derived its authority to control the USFN, the RMIC, and AEG through Mr. DeLay and 

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 

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

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

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

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

automatic merely because a member of the Republican leadership, who therefore played a role at 

the NRCC, had a hand in creating one of the section 501(c) groups. Even if there was affiliation, 

according to the NRCC, there was “no evidence of any activity” by the USFN, the RMIC, or 

AEG that would make affiliation “relevant” under the Act or the Commission’s regulations.6 

The NRCC acknowledged that it gave funds to the USFN but stated that the contribution 

was fully reported and not “per se illegal.” The NRCC stated that there is nothing in the Act or 

the regulations that prohibits a political party committee fkom donating to a section 501 (c)(4) 

organization like the USFN. 

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

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. 



MUR 4953 
First General Counsel’s Report 

6 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

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 incorporated in 1999. According to the group’s bylaws, provided as Attachment 2 to the 

joint res~onse,~ 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 contributions 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 

informatiodeducation 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 7 

the corporate Co-Chairmen and Secretary-Treasurer were left blank. 
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violation, as the USFN and the RMIC did not make “contributions” or “expenditures” as those 

terms are defined under the Act. See footnote 5, supra. 

In its response, AEG, a section 50 1 (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 refbted 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 W A C  and 

that ARMPAC shared office space with AEG. The respondent confirmed that Mr. Ellis, as a 

paid consultant, had provided fundraising services for the organ-ization. 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 they 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 Representative 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 h e y ’ 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 h e y  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 press 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 af‘filiated, and share a single contribution limit. 2 U.S.C. tj 441a(a)(5) and 

11 C.F.R. 55 100.5(g)(2), 110.3(a)(l) 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. 

6 433@)(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 ofthe 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, in a significant amount or on an ongoing basis to another 

committee, such as through direct or indirect payments for administrative, hdraising, or other 

costs, but not including the transfer to a committee of its allocated share of proceeds jointly 

raised pursuant to 1 1 C.F.R. 0 102.17; 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. $0 lOOS(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 

Representative 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. 6 110.3(a)(3)(ii)(B) and “the authority or ability to . . . control [their] officers or other 

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. 
8 
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decision-making employees.” 11 C.F.R. 0 110.3(a)(3)(ii)(C). With respect to the DCCC’s claim 

that Representative DeLay “effectively runs” the NRCC, according to the NRCC’s website, the 

NRCC is governed by its chairman and an executive committee composed of Republican 

members of the House of Representatives. <http://www.nrcc.org/about/overview.htm> (last 

visited May 14,2003). Representative DeLay, along with the seven other elected members of 

the House Republican Conference, serves as an ex-officio member of the NRCC’s executive 

c~rnmittee.~ Even. assuming that Representative DeLay is influential with others at the NRCC, 

that would not mean that he, as a single individual, “effectively m s ”  the NRCC, such that,he 

places the NRCC, through him, in a position to direct or participate in the governance of, or 

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

complaint nor the public record present any information indicating that the NRCC itself has or 

exercises this kind of authority with respect to these organizations. 

Moreover, the allegation that Representative DeLay (and through him, the NRCC) has 

the ability to direct any of the three organizations or control their officers or decision-makers, 

appears to be based entirely on the existence of past professional associations between 

Representative DeLay and persons alleged to be involved with the USFN, the RMIC, and AEG. 

However, the mere fact that certain persons had professional relationships with Representative 

DeLay does not, standing alone, support his ability to direct or control the’organizations with 

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, orglaboutloverview. htm> (last visited May 14,2003). 

9 
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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 C.F.R. $8 110.3(a)(3)(ii)@)-(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. lo 

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 

16 

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

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

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

$0 100S(g)(4)(ii)(I) and 110.3(a)(3)(ii)(I). 
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and has been registered as a 501(c)(4) organization since 1994.12 According to its Articles of 

Incorporation filed with its response, the USFN was incorporated in Virginia in 1996.13 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 

A1 . Even if Representative DeLay played a role in the formation of the RMIC, however, there is 

no information that he did so as an agent of the NRCC.14 To the contrary, the sworn affidavit of 

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

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. 

12 

There is a discrepancy between the Articles of Incorporation provided in the response of the USFN and the 13 

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. 

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. 0 110.3(a), 54 Fed. Reg. 34101 (1989). 

14 
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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 

finds . . . in a significant amount” or “causes or arranges for funds in a significant amount . . . to 

be provided to an~ther.”’~ See 11 C.F.R. $6 110.3(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.16 

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. 

6 110.3(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 C.F.R. $3 110.3(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” the USFN and AEG within the meaning of 

the Act and the regulations, without anything else, these entities would be “affiliated” because 

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

This Office was not able to corroborate the DCCC’s unsupported assertion that the NRCC had “an apparent I5 

practice” of directing Republican Members of Congress to contribute to and fundraise on behalf of the RMIC. 

There is no information showing that the NRCC made any other donations to the USF” or any other direct 16 

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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not, by itself, necessarily establish that the sponsoring committee “financed” the other entity. 

This is because the circumstantial factors of affiliation are examined “in the context of the 

overall relationship between” the entities “to determine whether the presence of any factor or 

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

controlled,” by the other. 11 C.F.R. 5 110.3(a)(3)(ii). In essence, the Commission performs a 

“totality of the evidence” analysis. 

The information in hand indicates that the NRCC’s donation constituted a large 

percentage of the USFN’s and AEG’s receipts in 1999.17 There could be circumstances in which 

funds provided in a significant amount, without more, could reach the level of “financing” and 

hence “affiliation,” such as a case where the receiving entity is dependent on the sponsoring 

committee’s hnding for its initial existence or there is ongoing funding to permit the continuing 

functioning of the entity. However, “in the context of the overall relationship” between the 

NRCC and the USFN or the NRCC and AEG, the presence of this one circumstantial factor of 

“financing” would not appear to result in the NRCC having established, financed, maintained or 

controlled these other entities. 11 C.F.R. 9 110.3(a)(3)(ii). 

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

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

20 

21 

$500,000 donation, the USFN was actively pursuing a varied agenda and had published a 

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

l7 

$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 firnding. Id. 

The press reported that the USF”s 1999 yearly receipt total was $1.1 million, which appears to include the 
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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 had 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 inpa, 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 either 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 

AEG, 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. 

$ 10OS(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. 

$8 441a(a)(l) 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, reported 

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 hnds 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, 

reporting that 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 fimds 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 

~~ ~~ 

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

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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did not “accurately” reflect his “knowledge about these funds, about which [he] had no first-hand 

Although it acknowledged its $500,000 donation to the USFN, see discussion supra, the 

NRCC contended that it had no control over how the USFN was going to spend the money but 

believed that the funds were going to be used in a manner consistent with certain materials 

provided by the USFN and not for any “electioneering purposes.” These materials, which were 

enclosed with the NRCC’s response, included: the USFN’s mission statement; a USFN 

Legislative Report dated August 6, 1999; and several issues of the group’s newsletter, Today’s 

FumiZy. See NRCC Response, Attachment B. According to the NRCC, none of the activities ’ 

described in those materials falls under the Act. 

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

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

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

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

issues.” 

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

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

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

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.” 

19 

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. 

20 
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recognized legislation to protect Social Security, and were bipartisan, in that they addressed both 

Democratic and Republican office holders .”21 

2. Law 

To ensure compliance with the Act’s contribution limits and with the prohibition 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 subject to the 

limitations and prohibitions of the Act. 11 C.F.R. 0 102.5(a)(l).22 Committees that have 

established separate federal and non-federal accounts must make all disbursements, expenditures, 

and transfers in connection with any federal election fkom their federal account. 11 C.F.R. 

60 102S(a)(l)(i) and 106S(a)(l). Where a committee has violated section 102.5(a)(l) by 

disbursing f h d s  from its non-federal account in connection with a federal election, the 

committee has also violated 2 U.S.C. 66 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). 

AEG did not provide copies of the scripts for these advertisements nor did the respondent identify which 21 

officeholders were highlighted in the advertisements or how the advertisements were funded. 

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, 1 1 C.F.R. 0 300.10, 
and the allocation provisions were revised to sunset as to the national party committees as of December 3 1,2002. 
See 11 C.F.R. 0 102.5(c). 

22 
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2 

Party committees with separate federal and non-federal accounts must allocate expenses 

for certain categories of shared activities between their federal and non-federal accounts. See 

3 11 C.F.R. 55 106.5(a) and 106S(g)(l)(i). House campaign committees of national parties must 

4 allocate costs of non-fundraising allocable activities based on the ratio of federal expenditures to 

5 total federal and non-federal disbursements made by the committee during the two-year federal 

6 election cycle, with a minimum of 65% to be allocated to the federal accounts each year. 

7 11 C.F.R. 56 106.5(c)(l) and (2). A party committee must pay “the entire amount of an allocable 

8 expense from its federal account and [then] transfer funds from its non-federal account to its 

9 federal account solely to cover the non-federal share of that allocable expense.” 11 C.F.R. 

10 

11 

5 106S(g)(l)(i). Allocable activities include, inter alia, the costs of generic voter drive 

activities. 11 C.F.R. 5 106S(a)(2). “Generic voter drives” are defined as “including voter 

12 identification, voter registration, and get-out-the-vote drives, or any other activities that urge the 

13 

14 

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. 5 106S(a)(2)(iv). The 

15 

16 

17 

Commission has long recognized 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 

18 

19 

1978-10, 1978-28, and 1978-50 (explaining that voter drives have a direct impact on federal 

elections and should be allocated between federal and non-federal accounts). But see McConnell 

20 v. FEC, Civ. No. 02-0582, slip op. at 26-37 (D.D.C. May 2,2003) (Leon, J.) (Judge Leon 

2 1 concluding that such activities “only indirectly” affect federal elections). 

22 

23 

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 basis as administrative and generic voter drive 

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

advertisements at issue in A 0  1995-25 did not mention an election and may or may not have 

referenced federal candidates. The Commission’s conclusion in A 0  1995-25 was grounded in 

BuckZey v. VaZeo, in which the Supreme Court observed that expenditures made by organizations 

whose main purpose is the nomination or election of a candidate are, by definition, campaign- 

related. See BuckZey v. VaZeo, 424 U.S. 1,79 (1976) (“BuckZey”). As further support for its 

decision, the Commission noted that the stated purpose of the advertisements in A 0  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. @j 441a(f) and 441b(a) and 11 C.F.R. 5 102.5 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 fimds to a third party with the knowledge that all or part of the f h d s  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. 5 441b(a) and 11 C.F.R. $9  102S(a)(l), 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 1 

2 

3 

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 

4 initiative goup to conduct voter registration and GOTV activities and knew that the group would 

5 

6 payment to the initiative 

7 

8 

use the funds to increase the number of Democratic voters, it was required to allocate its 

FEC v. Calfornia 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 

9 issue advocacy. The interpretations of the Act and Commission regulations reflected in these 

10 cases ensure that a party committee cannot do indirectly what it is prohibited fkom doing directly 

11 

12 

13 3. Analysis 

14 

15 

16 

17 

- that is, use impermissible funds for campaign activity intended, in whole or part, to influence 

federal elections. See 2 U.S.C. $0 441a and 441b(a). 

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 

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

23 

General Counsel's recommendations to find probable cause to believe that the Democratic National Committee 
("DNC") violated 2 U.S.C. $6 441a(f) and 441b and 11 C.F.R. $ 106.5@) when it transferred certain h d s  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 42 15 dated March 26, 1998, at 4. Second, MUR 42 15 
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. 

But see MUR 42 15 (Democratic National Committee) (where the Commission declined to adopt the 
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candidates while bearing a stark similarity to [television] ads” that the NRCC ran in October 

1 999.24 

After the responses were submitted, but prior to the activation of this matter, the press 

reported that, based on the 1999 tax return filed by the USFN, it appeared that the USFN had 

transferred $300,000 to AEG during that year. Damon Chappie, AEG Documents Reveal 

Transfer, Roll Call, March 8,2001 .25 Although the USF”s Executive Director, Bob Mills, 

reportedly denied that the “the $500,000 NRCC contribution was passed along . . . to AEG,” id., 

it appears that the NRCC’s monetary transfer to the USFN, the USF”s $300,000 transfer to 

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

related. 

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

12 

13 

14 

15 

16 

17 

inaugurated a project called “Stop the Raid!”26 According to materials issued by the Republican 

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

financing federal programs in FY2000 out of the Social Security Trust Fund surplus. Stop the 

Raid! Talking Points, dated September 29, 1999, state, in part that, “Republicans believe that 

every working American should know unequivocally that Medicare and Social S.ecurity 

The DCCC did not allege that the USFN had transferred some of the funds it had received from the NRCC 24 

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 fkom 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 fiom the NRCC to the USFN, 25 

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 26 

America’s Future Project STOP THE RAID! on the Social Security Surplus. ” See 
http://hillsource. house. gods toptheraidRalkingPoints. 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 

reality.” (emphasis in original). The Talking Points also asserted that “[AIS 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 “[wle 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. govlstoptheraidTalkingPoints. html. 

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

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

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

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

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

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

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

Conference to “celebrate the victory with your constituents.” See 

http://hillsource.gov/DearColleagues/DClO6/1999 10 19sshtml. The press reported that House 

Republicans “. . .believed they scored a winner with this issue as they worked to complete the 

fiscal 2000 federal budget without borrowing fkom the trust hnd. Protecting Social Security 

against higher-spending Democrats became the Republican theme.’’ Dave Boyer, GOP’s Test Ad 

Takes Aim at Gephardt, The Washington Times, October 3 1, 1999, at C4. 

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

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 Demqcrats 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 3 1, 1999, at C4. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

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-Offfor 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 fimd the 

advertisements. David Espo, Social Security Ads Irk Democrats, AP Online, Nov. 3, 1999. 

Once 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.27 Greg Hitt, Republican Had Questions About Groups Tied to DeLay, The Wall 

Street Journal, June 1,2000. 

4 

Press reports indicate that subsequent to this advertising campaign, the NRCC produced and presented to a 27 

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 3 1, 
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.28 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 

roadblock~.~’ 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 second 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 28 

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 ApriZ 22, 2000, National Journal, April 22, 
2000; Damon Chappie, Tax Returns Shed Light on US. 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 Buckham’ 
Maryland residence. Id. 

29 
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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 (ICY). 30 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.3’ Greg Hitt, Group with DeLay Ties 

Pays for Ads Pressing Democrats on Social Security, The Wall Street Journal, 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, Republican Had Questions 

About Groups Tied to DeLay, The Wall Street 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. Based on descriptions of the 

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

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. 

30 

The press reports do not specify how the AEG advertisements and the NRCC advertisements resembled 31 

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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public’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 A 0  

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 proposed 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 

October 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 ~bjection.”~~ Damon Chappie, AEG Documents Reveal 

Transfer, Roll Call, Mar. 8,2001. News reports state that the NRCC’s Chairman, Representative 

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 

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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1 , leading up to the NRCC’s donation of $500,000 to the USFN, nor did it reference any internal or 

2 external communications, not even the reported solicitation by Ed Buckham cited in the 

3 complaint. Although the NRCC’s response stressed that it had no control over how the USFN 

4 would spend the’funds, the key issue is not control but rather knowledge concerning the use of 

5 the funds. See MUR 3774 (NRSC) (the Commission found probable cause to believe that the 

6 NRSC violated the allocation requirements when the NRSC made payments to a third party with 

7 the knowledge that the payments would be used to fund GOTV drives and issue advocacy). 

8 According to its response, the NRCC believed the funds would be used in a manner consistent 

9 with the materials provided by the USFN and not for any electioneering purposes. The NRCC 

10 did not cite to any specific part of the USFN materials and did not state whether it knew what the 

11 

12 

13 

14 

15 

16 

17 

18 

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. Matto~n;~ 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. 

Similarly, the USFN’ s response to the complaint contained no information concerning 

19 

20 

21 

how it disposed of any of the $500,000 and no discussion regarding any 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 

Although Mr. Mattoon states in his response that he had no firsthand knowledge about the fimds 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. 

33 
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complaint, it appears likely that the USFN may have already donated $300,000 to AEG34 and that 

AEG had run a series of advertisements reportedly highlighting the same issues as the previous 

NRCC  advertisement^.^^ 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 of the NRCC’s Dan Mattoon and concludes that “these 

public statements indicate that that the NRCC made the donation to the [USFN] . . . to support a 

group it agrees with on the issues.” AEG’s response also omitted any mention of the purported 

$300,000 transfer fiom 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 

NRCC, that the USFN would use 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 

~ ~~ 

At some point in the fall of 1999, the NRCC reportedly attempted to retrieve the funds fiom the USFN, but 34 

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. 

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. 

35 
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1 registered to lobby at that time,36 press reports indicate that the USFN did not engage in large- 

2 scale issue advocacy. Damon Chappie, Tax Returns Shed Light on US. Family Network Skybox, 

3 Truck, Townhouse are Among Expenditures, Roll Call, April 3,2001. By the time Mr. Mills 

4 reportedly made the statements, it appears that the USFN may have already transferred $300,000 

5 to AEG. Tax records reportedly show that in 1998, the USFN had contributions totaling $1.3 

6 

7 

million fiom 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 

8 fundraising and consulting. Id. According to the same press account, only $91,000 was spent in 

9 

10 

11 

12 

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 

13 

14 

15 

16 

17 

18 

19 

20 

21 

$700,000 in the bank. Id. 

The timing and manner in which $500,000 in non-federal h d s  reportedly moved from 

the NRCC to the USFN and the $300,000 reportedly moved fiom the USFN to AEG, as well as 

the temporal proximity and reported similarities in the NRCC and AEG advertisement 

campaigns, suggest 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 f h d s  for the USFN, approached the 

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

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

offices until sometime in February of 2000. Damon Chappie, Tax Returns Shed Light on US. 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 knowledge 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. $5 441a(f) and 441b by using excessive and prohibited funds to finance federal 

election activity, 11 C.F.R. §§ 102S(a)(l)(i) and 106S(g)(l)(i) by failing to make the payments 

fiom its federal account, and 1 1 C.F.R. 6 106.5(c) by failing to allocate its payments for joint 

federal and non-federal activities between its federal and non-federal accounts. See MUR 3670 
1s” ;d’ 
e 15 g-, c 12 (CDP) and MUR 3774 (NRSC). Had the NRCC itself sponsored issue advertisements and 

13 conducted other allocable activities, it would have had to finance, at a minimum, 65% of the 

14 

15 

16 

17 

18 

19 

20 

21 

22 

costs of those activities with federal h d s .  See 11 C.F.R. 

Office recommends that the Commission find reason to believe that the NationaI Republican 

Congressional Committee and Christopher J. Ward, as treasurer, violated 2 U.S.C. $6 441a(f) 

and 441b, and 11 C.F.R. $9 102S(a)(l)(i), 106.5(c), and 106.5(g)(1)(i).37 

106.5(~)(2). Accordingly, this 

C. Political Committee Status 

1. The Complaint and Responses I 

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 fimctioning as 

37 

activity in connection with federal and non-federal elections, only the NRCC had the legal obligation to allocate the 
hnds between its federal and non-federal accounts. See 11 C.F.R. 0 106.5(a) and MUR 3774 (NRSC). 

Under the allocation theory, unless the USFN and AEG are political committees that financed political 
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political committees during the relevant time period and therefore should have registered with 

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

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

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

Representatives DeLay, Hastert, Anney, and Watts all attended the RMIC’s first fundraiser, an 

event allegedly hosted by Dick and Betsy DeVos, who were described in the complaint as “major 

Republican contributors.” Id. 

Referencing Buckley and a number of other federal court cases, the USF”s and the 

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

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

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

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

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

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

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

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

not make an organization a political committee. This joint response also asserted that, given that 

the RMIC is not a political committee under the Act, any monies that Dick and Betsy DeVos 

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

aggregate limits. 38 

38 

his attendance at a hndraising event for the RMIC, which did not, standing alone, violate the Act. 
The DeLay response also claimed that the only action by Representative DeLay alleged by the DCCC was 
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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 “[tlo its 

Board’s knowledge,” was not affiliated with any organization or political committee 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. 6 431(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 . . . .‘I 2 U.S.C. 9 431(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. 9 43 1(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. 0 431(9)(A)(i). 

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 

39 

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.” 

The Commission had approved an Advance Notice of Proposed Rulemaking seeking comment on proposed 
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Court recognized that “[tlo 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 

Citizensfor 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 committee, 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 FEC v. 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).4o 

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 

In Akins v. FEC, 101 F.3d 731 (D.C. Cir. 1996) (en banc), the court held that the Commission’s application 40 

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 fixher 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. Id. at 741 -42. The Supreme Court subsequently vacated this 
decision for other reasons, see FEC v. Akins, et al., 524 U.S. 1 1 (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  organization^.^' 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.42 
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In its response to the complaint, the RMIC also argues that it is not a political committee 

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

is no information that this organization made contributions or expenditures exceeding $1,000. 

See 2 U.S.C. 5 441a(a). Therefore, this Office recommends that the Commission find no reason 

to believe that the Republican Majority Issues Committee violated any provision of the Federal 

Election Campaign Act of 197 1, as amended, or Commission regulations in connection with this 

matter, and close the file as to this respondent. 
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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 W A C  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 41 

additional findings regarding legal theories or respondents. 

42 

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. TI., 
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. 

North Carolina corporate records indicate that AEG is an active domestic corporation; however, Virginia 
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36 e 
that the Commission find no reason to believe that Americans for a Republican Majority Political 

Action Committee and Convin Teltschik, as treasurer, violated the Act or the Commission's 

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

2. The Individual Respondents 

The DCCC named twelve individuals as respondents in its complaint. There is 

insufficient information to find reason to believe as to any of them. In some cases, the 

complainant failed to posit any viable theory under which some of these individuals could be 

held liable under the Act or Commission regulations. 

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

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

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

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

(Alabama Republican Party). Therefore, this Office recommends that the Commission find no 

reason to believe that Representative Tom Davis, who as Chairman of the NRCC may have 

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

Commission regulations and close the file as to him. The only other NRCC employee named in 

the complaint is Dan Mattoon, who served as the NRCC's Deputy Chairman. This Office 

recommends that the Commission find no reason to believe that Mr. Mattoon violated the Act or 

Commission regulations and close the file as to him because Mr. Mattoon's response, as well as 

publicly available information, indicated that he began his employment with the NRCC after the 

October 20, 1999 transfer of non-federal hnds to the USFN. Although the DCCC alleged that 

Representative Tom DeLay was at the hub of all the activities outlined in its complaint, as 

discussed supra, there is insufficient information indicating that he, as an individual, controlled 



MUR, 4953 
First General Counsel's Report 

37 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

the NRCC and there is no information 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 

allegedly 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 hosted the group's first hndraiser; and Representatives Dennis Hastert, Dick h e y ,  

and J.C. Watts, who attended the RMIC's inaugural fundraiser. Beyond noting these 

individuals' connection to the RMIC fundraiser, the DCCC failed to provide specific facts, or 

any 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 fbndraiser, 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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personnel.. Accordingly, this Office recommends that the Commission find no reason to believe 

that. Bob Mills, Ed Buckham . .  and Jim Ellis violated any provision of the Act or the Commission's ' 
, . 

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

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

. .  

111. PROPOSED DISCOVERY ' 

. .  
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3 IV. RECOMMENDATIONS 

4 
5 
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1. Find reason to believe that the National Republican Congressional Committee and 
Christopher J. Ward, as treasurer, violated 2 U.S.C. $5 441a(f) and 441b and 
11 C.F.R. $$ 102S(a)(l)(i), 106.5(c), and 106S(g)(l)(i) based on its failure to 
properly allocate transferred fbndsi 
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2. Find no reason to believe that the National Republican CongressionalCommittee and ' ' . 2 a% 

Christopher J. Ward, as treasurer, the U.S. Family Network, Americans'for Economic 
Growth, and the Republican Majority Issues Committee, Inc. violated 2 U.S.C. 

.. 
.PI- . 
". 

. .  
' Z  

' 2 1 '  ' 

2 2 '  : 
.. .23 
24 
25 
26 

. 28 
. 29' 

31 
32 

' ' . 3 3  
34 . ' .  

35 
36 
37 

. .  38 
.39 

41 . . .  

27 , 
. .  
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$5 441a(a)(l) or 441a(f) based on an affiliation theory. 

3. Find no reason to believe that the Republican Majority Issues Committee, Inc. 
violated any provision of the Federal Election Campaign Act of 197 1 , 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 Representative Tom DeLay violated any provision of 
the Federal Election Campaign Act of 197 1 , as amended, or Commission 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 
Eiection Campaign Act of 197 1 , as amended, or Commission regulations in 
connection with this matter and close the file as to him. 

7. Find no reason to believe that Bob Mills violated any provision of the Federal 
Election Campaign Act of 197 1 , as amended, or Commission regulations in 
connection with this matter and close the file as to him. 

8. Find no reason to believe that Dan Mattoon violated any provision of the Federal 
Election Campaign Act of 197 1 , as amended, or Commission regulations in 
connection with this matter and close the file as to him. 

9. Find no reason to believe that Jim Ellis violated any provision of the Federal Election 
Campaign Act of 197 1 , as amended, or Commission regulations in connection with 
this matter and close the file as to him. 

. .  
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10. Find no reason to believe that Karl Gallant violated any provision of the Federal 
Election Campaign Act of 197 1, as amended, or Commission regulations in 
connection with this matter and close the file as to him. 

11. Find no reason to believe that Representative Tom Davis violated any provision of 
the Federal Election Campaign Act of 197 1, as amended, or Commission regulations 
in connection with this matter and close the file as to him. 

12 

13 

Find no reason to believe.that Dick DeVos violated any provision of the Federal 
Election Campaign Act of 197 1, as amended, or Commission regulations in 
connection with this matter and close the file as to him. 

Find no reason to believe that Betsy DeVos 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 her. 

14. Find no reason to believe that Representative Dennis Hastert violated any provision 
of the Federal Election Campaign Act of 197 1, as amended, or Commission 
regulations in connection with this matter and close the file as to him. 

15. Find no reason to believe that Representative Dick h e y  violated any provision of 
the Federal Election Campaign Act of 197 1, as amended, or Commission regulations 
in connection with this matter and close the file as to him. 

16. Find no reason to believe that Representative J.C. Watts, Jr. violated any provision of 
the Federal Election Campaign Act of 197 1, as amended, or Commission regulations 
in connection with this matter and close the file as to him. 

17. Take no action at this time against the U.S. Family Network. 

18. Take no action at this time against Americans for Economic Growth. 

19. Approve the attached Subpoena to Produce Documents and Order to Submit Written 
Answers directed to the National Republican Congressional Committee and 
Christopher J. Ward, as treasurer. 

20. Approve the attached Subpoena to Produce Documents and Order to Submit Written 
Answers directed to the U.S. Family Network. 

21. Approve the attached Subpoena to Produce Documents and Order to Submit Written 
Answers directed to Americans for Economic Growth. 

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

.“/.9/.. 
Date 

General Counsel 

RhondaJ.V&dingh . 6 - 

Associate General Counsel 

Assistant General Counsel 

aJu& 
Marianne Abely 
Attorney 

Attorney v 
Attachments : 

1. News Articles cited in the Complaint 
2. News Articles cited in the Analysis 



MUR4953 . .' 

. 1  . 

2 

First General Counsel's Report 
42 

. . . ..-.. , . .  . . _ .  - . .  .. - . . .  . .  
. .  :. I : _. ' . .  ;.. , . . .. * ' 

3. 
4. Subpoenas and Orders76) 

3 . ' 5. Sample Subpoena for Deposition for four (4) individuals 

I 

. .. - 

c 

. . .  



- .  
.. . . 

Page 
I. 

Ci tat i?? . .  } j  Search Result 
10/29/99 WATiMES AI 
10/29/99 Wash. Times. (D.C.) A1 
1999 WL 3097299 

The Washington Times 
Copyright 1999 

Friday, October 29, 1999 

Rank 3 of 4 

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 Adst1 - 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 congressional 
districts that one member, Rep. Dennis Moore, Kansas Democrat, asked a 

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 111, 
Virginia Republican and chairman of the National Republican 
Congressional Committee (NRCC) . 

Another Democrat singled out f o r  the ads, Rep. Earl Pomeroy of , 

1'1 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 presi.dent as seeking higher spending for foreign aid at the 
expense of seniors. 

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

V t ' s  got them on the run," said one House Republican aide. 

Databa 
WATIME 
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One of .. the" ... 30-second' advertisements- compares -Democrats. to thieves 
in the n.ight, 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. 

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 . 
"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. 

Republicans - who still remember the effectiveness of what they 
called Democrats' $35 million ItMedi-Scarett 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 Republican 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 
'Ithe 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. 

. . :.. i 
. I  . .. 
'..Li. '_..> 

:.:. . .'.. . . .? .. .. . "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.'I 

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. 

Copr. @ West 2001 No Claim to Orig. U.S. Govt. Works 
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Gephardt said. IIPeople don't beli.eve it. 

He said Republicans are Ilblaming us fo r  spending the Social 
Security surplus, when most people in the pub1i.c know that's what 
[Republicans] are doing. This is an attempt to cover up what they are 
doing. 
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NRCCs $5OOW Donation 
Linkedto Dehv Advisers 
O b x m  Group 
Gets Big. Influx Of 
Campaigncash 

By Jim VandeHei 
In its lageest single donation to an 

outside _pup this year, the Nation- 
al Republican Con-gressional Com- 
mittee recently gave a half-million 
dollars to an obscure conservative 
organization closely linked to 1Ma- 
jonty Whip Tom &Lay *-Texas). 

.While locked in a contentious 
fight'to protect his party's five-seat 
majority, NRCC Chairman Tom 
Davis (Va:) on Oct+ 20 ecu t a 
$5OO,WXY~c5&k to the'US Family 

minates an expanding web of out- 
side organizations - established 
under section 50 l(c)4of the U.S. trty 
code. which allows them to conceal 
their donor lists - tied to k L a y  
and his political team. 

And despite the large amount of 
money involved, there is confusion 
about what the money wili be used 
for and whether the hemal  Rev- 
enue Service has a record of the 
p u p ' s  existence. 
Bob Mills, w h o m  the US Fam- 

ily Network, said the money - 
drawn h m  the NRCC's fundrais- 
ing account- will be used to lob 
by GOP kkrs-aud Members 10 
suppart his pfamilym of righis. 
Futu16radicrads.Hmassm&gs 

'' Nenv~ic?mdingmneirF&* ,are~~y:hesaid  
- 

Election Commission-rt5i5rds. The 
grouphasdirecttiestoEdBuckham, 
DeLay's top political associate and 

But Dan Mattoon, deputy chair- 
man of the NRCC, said he has nev- 

Continued on page 12 
former chief or staff . ,  . : : . .. 

The donation raises .,new.. .ques- 
tions about coordination- between 

ly independent p u p s .  according to 
campaigrtfinanceexperts. . 

In addition. Buckham's involve- 
ment ~ i t h  US Family Network illu- 

Republican leaders and purported- 

. . .  ._ 

CIearer ~tiirii iarti. .- 

TheFEChasdraftedak pm 
posal that looks at the way the 
agency re@lates coordinated 
communications. Story, p. 13. 

loughton Considering Retirement 
useRepublican 
Im N.Y. May 
nounce Soon 
By John Bwsnahan 

?. Am0 Houghton (N.Y.), one 
leading GOP moderates in the 
.e, has warned Republican 
rs that he may retire next year 

in the coming weeks. 
Houghton's exit would be anoth- 

er blow to House Republicans, who 
h d y  have u) defend 19 open seats 
headins into theZ)OO elections, as 
compared to only five open Deme 
cmic seats. The GOP currently 
.holds 3 five-seat majority in the 
chamber. making every open-seat 
battle a key contest in deciding wtio 
controls the House in the 107th Con- 

Houghton. until recently. was 
seen as ready to run again, although 
his staff does not currently h o w  his 
intentions. 
"He has not decided whether he's 

going to run." said Chet Lunner, 
Houghton's chief of staff,, when 
asked about speculation that the 
New York Republican may step 
down. 

"He has yet to make a decision." 
riu inform them of hisdecision gress. Continued on page 17 ATPACBHXRTI-L, . .  . 

-- A. :q - .  

Planning 
Another 
Race. . 

Oustd. House 

. . . .  
. . . .'. . . -  

- .. -By. John Memuio .___ . . d , ~ o n . C h a  . . . 

. . Ex-Rep. Jay. K&..Xhlif .) ,  

him t h e o a  House Me;nber to lose 
a primary election'lastyG, said he' 
will decide th~s week whether he'll 
run to challenge newly elected Rep. 

Kim's move has forced nervous 
House Republicans and sface party 
leaders to scramble to mmit a vi- 
able challenger to Baca by Friday,'s 
tiling deadline, key party sources 
said. Many GOP strate,aists had 
planned to ignore the Demmtic- 
trending district following Elia 
Pirozzi's (R) loss here in last mon- 
th's specialelection' njnoff to re- 
place the late Rep. *rge Brown 
@I. 

Kim. the only GOP incumbent 
who was denied active suppoh from 
the National Republican C o n p s -  

Continued on page I6 
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Continued fmm page 1 
er head oi Slills and that the c m p a i p  com- 
mime cut the 55Oo.OOO check for one reason: 
Ed Buckhm. 

bgsed 
on ouc view of Ed B w W s  ~rrengrhs in Ihe 
family community and his politid SIIWI@U 
will have an qU;rlIy important impact in' th: 
elections. f;lwmbly for Republicans." Mar- 

"the family network is a -group 

u)<)11 said$ 
"Ed is a well-known person onCapitol.Hill. 

Ed is clruly vel)' close to Tom DeLay. as I 
am close IC, Toni k L y .  But Ed has a lot of 
other issue?; in &ding with the religiou.. com- 
munit). md [ rhr. I pro-fmily community that 
go beyond Toni DcLay." 

Conlrqto Slills'asscrcionthatmostofthe 
RSOUKC~ u ill be used to lohby leadenhipand 
members io embrxe his bill of righhts. Mat- 
rmn stid he anticipares - but has no dim-t 

gras..mois cmyuipns to knetit COP candi- a .. 
"In 1996 and 109s. we were disappointed 

and frusaatd that the con.ewJtive base w u  
not enegird 10 tum UUi Ivotcrs! for our can- 
didates. Sawthoughtthat in 1999rhatitmadc 
sen= that u c  help the.* groups.". he said. 
'This is a group ihat ... will be veF strong 
phycn: in thc ncxi c m p i p . "  

DeLay spokesman Tony Rudy drnied thew 
is  any worrlination ktwrun the Majority 
Ifhipand the ouuide p u p .  saying. This tis 
norhing to do with Tom Dr ' ly . "  

howledge - h t  the group w$l conduct 

. I. 

Close Ties 
Buckhm coiiriniied to Roll Call [hat he TC- 

qucstnf h e  chcck on behalf of the US Fami- 
Ig Setwork. Buckhun. however. said he is 
nothing mort than a poliucal consulunt hind 
by Mills to mise money. 

"1 have a fundmisins contract with the WS I 
Family Nmr.ork and I raise money all over 

File Phoro h! Rchrc.tx Rtrrr: 

the counq for them." said Buckhm. "Bob 
dws most of the work.:' 

But Buckham my bc undeatacng the ucs. 
He,and Slills both have ofices in the w e  

building at 132 D SL. SE. The building is 
owned by US Family. according to Mi l l s .  

Also located in the m e  building 2up the 

cornminee - Americans for a Republican 
Majoriry - run by Jim Elk. who is also a 

The oficemares arc or were recently in- 
v o i d  with twoother ostensibly independent 
oqyliLationsthatDcmoaatshave assailcdas 
COP front goups. 

Buckham for instance. helped m e  the 
Republican Majority Issues Commiw. an 
organizationrunbyformaDeLayfundraiser 
Karl Gallant RMIC plans rq spendas much 

offices of D e h y ' s  leadership potitid action 

paid consulat to the mcc. 

Acquire 

f V E N l N 6  A N D  W E E C E N D  P R O C I A U S  

Our Evening and Weekend . 
Programs Offer: - .. >-..I .: . ::_ . .  

Closs locarions convenient to your-home or'work. _. 
I Evening and weekend hours for flexible scheduling 

I A broad spectrilm of Csurses taught 5 y  profession- 
als in me field or native speakers of me language 

I The most affordable tuition rates in Washington DC 

. .:. . 

Register for Classes Today! 
Our Winra Term: Januarf 19 - Mcrch 30 

For o FREE Catalog af Our Classss 
Call (202) 314-3650 or visi: us online c: L rod.usdo.gov/evening/evepro.h:nl 
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'?lzefarnily zietz~ork is CI 
group thnt bosed on o i i ~  
zvkio of Ed Btrckhnnz's 
strengths iri the family 
coniinriiiiiy mid his 
political s trm igf hs will 
h u e  mi eqrinlly irnportnrli 
inipnct in ttle elections, 
fouora bl y for Repirbl icons.' 

Dan Mattoacl, NRCC deputy chainnan 

s SY million on p.ssmors campaigns in rhr: 
most comvtiuve Congressional dismcts. 

Ellis told Roll Call thy last p a r  be d e b  
for .4merican for Economic Gros~h. a goup 
thirl has M y  NII radio ads bashing De- 
mo~i ls  but rcfuscj to provide mycn derail 
about its e ~ u t i v e s  or activity. One: I i r  
.UG official. who quested anonymity. said 
rh;u Ellis wiis hanJai cwmplrre control ofthe 
goup last year. a charge Ellis has denied. 

Family Affair 
Besides iu connection LO k h y .  not much 

is  known about the US Family Setwo:k. 
Earlier this yea. Roll GI1 umte to the IRS 

sdiing public KCO& describing the _pup. 
However. the IRS. as m t l y  as . h p s t  had 
noinformationontileaboutthe US F d y  Net- 
work In the agency's eyes. it dues not exist 

ing fora few ycarrclaims he has tiled papers 
with the IRS andinshed rhat its jo1icLl tax 
s(afll~ is pndr0g;Hr: said the IRS delayed iu 
approval because they waned more infonna- 
tion, such as irs three-year budget plan. 

Whilc it has been active in lobbying Mem- 
bas. Mills d i d  the o ~ ~ i z a n o n  has operared 
on a shoestring budget controlled by a skele- 
~ n r  mew. usually himself and one volunteer. 

However. moments later. Mills said the or- 
ganization last year purct.3sed the thnx-story 
towhouse just blocks h m  the Capitol. 

In &tion. on his 1998 f m d  disclosure 
form filed in the House. Buckhm disclosed 
rhat his d e .  Wendy. drew a SS~.ooO dq 
h m  h e  opnimtion in 19'37. Buckhm kit 
Capitol Hill to h m c :  a political mmhwlmt 
and lobbyist in Drcemkr 1997 and ~ ; L S  nor ct'- 
quired to disclose his income or iuuncial &ai- 

Mi l l s .  who both he and Buckham insisted 
nukes niosr of the decisions. slid. "1 uw~ld  
l ike to w [ h e  moneyl to p rome this pru- 
jar [the] pmfUnily bill of rights." 

The "bill of rights'. includes: an elimination 
of the inCOmc and inhrriturcl: Mes. as well 

a total ban on panid birth dwriuns and L+C 

d o n  of a "real lockbox" for kxid k u -  
rity. 

"Clearly. (to] ge: House and Senatc Icid- 
ership LO s ign off on a puition to suppon the 
[BillofKighJluis] ph;rseonc."~lillssaidwhen 
asked how he plans IO spend the SS(X).(MX). 
"Phw two i s  to get the hlemkts to suppon 
this." 
Television ads m unlikely. he said. 'I don't 

want to d o n  and thing like h! hecause it's 
a waste of lhcsc people's money." said Mills. 

M a m n  said NRCC C h a i  Davis IWY- 

Q instructed the organization how to s p . d  

'There WQI: no strings acra~hed LO h e  mon- 
ey. orha than u-c wanted them to h w  that 
these ?-pes of pro-family agenda irsms ... 
very impunruii 10 our coalititin and tiur wi'. 
ass at the polls." wid blattoon. 

And Buckhamsaid that ifthe S-YW.UN)ctim 
roo niuch conrmcsn:;. thc US Family .Kc[. 
work might lcNm h e  chcck. "I am prnhnbly 
goingtocoun.wl them t t i  gibe rtis iiittiicy tuckd 
i f  i t is going it lCaue t h i s  inuch of:i pnlhlciii." 
he said. 

Millo. who said fhc gmup has ken opent- 

mgs alier rh;u 1998 npon 

h e  money. 

'Unaccountable' 
Cunpugn fwlcr e x p r r j  say US F;mUl!. 

Setwork could easily w [hc: S3M.QX) mr! 
;ut;;mdconduclpolinc~~ntioncui~urili~- 
dosing hi u-d t ie  tqulatrd SRCC h~ds. 

T h i s  i s  an exmple of the murarion of the 
.~ri-niuney sysrrm and h e  d;uigers of sari 
nwiicy. u.here pan! entities raijc hugs 
mounts oi umgulavd conmbuuons and 
funnel i t  through these -pups." said Don Si- 
mon of Common G u s .  

"They end up influencing elxuons [using! 
;I sysrem that is u u + g u l ~ d  and wccounr- 
able. This is mother exmple of u hy this sy- 
Em nzlxis to k jhui doun yrrl SOR money 
needs to he h r d  SO O ~ ~ S C ; L N I ~ ~  this 
kind of unaccountable money in the fust 

The exprm w m  char thew organkitions 
could funnel. SRCC soh money 10 lcs+s&m- 
t iNzd p u p s  or LO coordinate their poliucal 
cunpipswithGOPIuders bene3rhthe Fed- 
e l  Election Committee's radar: 

'That's the type of smtf that requires fur-. 
ther facu as to who they m. [and I w h r  thcy , 

m.doing."wid Jm B;lrm. a Repuhlicanelrr- 
uun law expen. "You have to follow the mon- 
cy and find out where it ends." 

SRCC officials and other players inside 
leadership arc confidant ttwt as long as they 
do not tell the ourside p u p s  how to spend 
the money. thcy are on solid legal round. Put 
FEC rulings s x m  to s u p p ~  their case. 

p l ~ . "  

. 

Delay, Incorporated 
Buckham. El l is  or Gallant ut all either di- 

rectly or indirectly involved with the Repub- 
lican Majority Issue C o m m i ~ .  Amaicans 
for Economic Growdr  and several other dor- 
mant 5Ol(c).5 groups h t  could be activated 
with tide work. according to several sour~cs. 
me Republican Issue Majority Campaign. 

a group that plans to spend as much as S 3  
million on a massive &rassmotts mobilization 
progmnnextyq.isconsiMbymostGOP 
insiders Y a Delay opedon. top to bottom. 

I t s  titular head is Gallant the former head 
of DeLy's leadership PAC. but seven1 
mmes said Buckham was insmental in its 
mation. 
"I dked to Gallant about it. ... Did we d k  

ahout [its cmtion]? Yes. Did I say I would 
talk to Tom about it:' Yes." said Buckhm. "I 
haye no legal. f0rm;ll lclationship u-ih thmi." 

bith Buckhm at his s i d e  D r h y  anended 
the otyanizitiur!*s tiru fundraiser aboard thc 
privarc yacht of Dick and &rry Deros. thc 
ow- o i . h w a y  and major GOP conuibu- 
ton. Speaker Dennis Hasrcrt fTtl.). Majority 
Lesdsr Richud h e y  (Tern). and Confer- 
ence ch;lirm;m J.C. Wans (Okla) were also 
in atunhce. 

Gdlanr bcked hy thc legal opinions ofwv- 
aal campip finance h w  expats. has Mid 
C 0 P I ~ d r ~ i a n r i ~ ~ ; e ~ y  forthepupm~i 
aaciid tuntkiseiers xs long as thty don't insmct 
RlhlC whew to spmd irs m y .  Hc insi.x. 
U.L;iy.oranycxtw Republican Memhrriorhr 
nlanrr.hasmtrmdtomadinatc~lC'sp~ 
liticd ;rtibity wilh drir ohn 

Howevc:. as UemmLc ye quick to poiii: 
out. thcrc's n o  need fordimcoordination k- 
caus all u i  the playen involved art iully 
aware on which districts RlMC n& IO ftr 
C U ~  iu ~r?i(w~ccss. 

Buckham said be a l s o ~ w ~ ~ l a t i o l u ; h i p  
withAmaicursfaEa*Knrw: Growth an- 
other5Ol(c)4 lhat hasaLtady mi +io& in 
scvaal districts gd gcnaatui Eonurovcrsy. 
Howmr. Elk. a pan-time oo11suIQn( ior 

Bkkham's Aluanda !bucgy G&p. does 
have a m t  CoNlCction tothe gmup and talks 
widi i s  otlicds periodidy. hc said 

"I did a year ago." Ellis said what w k d  it' 
hc u.ork5 for AEG. "I don't have any rcl:i- 
tioiibhip with h n i  at all. I did xwnc srutl'iw 
c n e y  policy for  tliern I a t  y w  ... and I knrw 
r h t i u .  guy\ Ivwnally. I d k  r i i  (.-\EC; t ~ ~ t i .  
iiakj. hur [ thcir at1ili:ition with the orgaiiki- 
r i l l : i l  :, i i i ~ t  ttisoiily rcilwri ue r;rlk." 
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dren, amrdmg to documents and ' Prosecutors said ttus week that records obtained by Roll call E- dozen other Altc 
e investi- a Supreme Court decision handed tbShusterwasthefocusof dentswerecalle 

cor gation. down in April changed the m l e s ~  extensive investigation dm ex- 

DCCC 

Ads 

By Jim VandeHei . 
and Ethan Wallison 

House DemocI-ats are outraged 
by a new Social Security media 
campaign financed by an obscure 
organization with ties to Conps-  
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 2OOO 
election season.. 

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

Continued on page 28 

. -: , 

INSIDE 
PACKARD: Another GOP 

Member to retire, p. 3. 

CHRIsI+Nsps: Ex-Member 
considering race to replace 
retiring Rep. Barren in 
Nebraska, p. 11. 

HELMS PROTEST 

PhO. 
Several Members, induding (from ieft) Reps Barbara Lee, C o d e  Bmw-n, Eddie I. 
Jesse Jackson Jr, Juanita Millender-hlCDonald and Cam1-m Maloney? staged a pro.. 
Sen. Jesse Helms' ofice over his objection to C a d  hloseley-Braun's nomination. St 

Roberts Wfl Lead Senate I: 
By hlark Preston 

Sen. Bob Smith's (R-N.H.) as- 
cension to the chairmanship of the 
Environment and Public Works 
Committee Tuesday will also give 
Sen. Pat Robert. (R-Km.) a key 
gavel. 

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

34eanwhile. GOP Conference 
 secreta^^ Paul Coverdell (Ga. j has 
landed acoveted s a t  on the Finance 
Committee. Coverdell's hop io the 
tax-writing panel will open a spot on 
the Foreign Relations Committee 
that could be filled try incoming Sen. 
Lincoln Chafee (R-R.I.). who is ex- 
pected to be sworn in  i d ? .  

A11 of the committee shuffling 
comes in the wake of the recent 
d a h  of Chafee's father. Sen. John 

Continued on page 24 

Qlafee vows to cc 
Father's Legacy in 

Bv Rachel Van Dongen 
Wmick Mayor Lincoln Chdee 

(R) will be sworn in today io rcplace 
his father. the late Sen. John Chafee 
IR-R.I.). bringing the Senate io its 
f u U  complement of JMernkn and 
ghins the younger Chafee a distinct 
adwnwse in attempting IO \via elec- 
tion to a full term exactly one !-ear 
from now. 

After a week of moumin_e fol- 
lowing the sudden d a h  oi Sen. 
Chafe from h w  failure. Rhods 1s- 
land Gov. Lincoln Almond iR! sur- 
prised no one by iippoinung the 
younser Chafee. known as "Linc." 
to his father's sat .  

Almond called the younger 

4 
' .  i 
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House Democrats Criticize Issue Ads on Soaal Securitv 
.-..... . :: . . . _-  

Continued from page 1 

 IO^ certainly good news.' 

md irs c h i m .  Rep. Tom DJvis [Va. I. a hi) 
. h e y  alleged w ; ~ i  c lwly in  the know about the 
supposedl!. independent c u n p u p .  

"You'd have ro be unconscious or from an- 
other p l m a  IO riot see ~ ! e  connection" ro the 
SRCC. &rlilr.y said eking the similar tcx! 
and placement or' the ads. 

blcmw. clearly imutd by the ~ p r i t i o u s  LS- 

uult c m  hi5 Six-id S e c u r i ~  word  in his ciis- 
net. ULS A r d  whether he thougnt DJvis  
knows who is br~nJr\meris;msforEcononiic 
Gruuth. -*I think he d m . "  S1mn .said. 

Lklile the xbs have iniurixLd the Meiiibea 
who h:ive k r r  u13etrxl. Democrsic SWXC- 
sisi% ha\e conrinued to niaindn that the) are 
haLinp link to no imp;lcr. because the huys 
have k e n  relatively small and kcausc the 
election is not for mother yeax 

This outlook has iLslf h s u ~ t e d  ~ i q c t e d  
DanwnLs. some of whom appearto fel rfiq 
:rrcc:iupht in ;1 public d ~ t i o n ? ;  V~VICX between 
their need 10 prove themselves on Socid Sc- 

ads a!! no big dcal. 
" N ' w  dking about ;I rxe bat's going to 

h: dccidcd by a C1)Upk of pints.  so evmry- 
hing ha.$ m impact" a senior aide to om tar- 
gcred k r n r ~ ' r ~ t  .said. "I don't caw what [pmy 
s r ~ ~ e g i s ~ s ]  say." 

Campaign finance experts u i d  .Americans 
for EconomicGiuwth isonlyoneoiwhatthey 
prdict  will trZ dozens of unknown or",iniz:i- 
tions that will run ads in rwmpetirive disaicts 
i i e ~ t  year without tiisclosing anything more 
than their names. 

curity and the pm> .s srrJtegy tu p m a y  Lt!e 

Packard Plans to Leave Congress in 2000 
Continued fmm page 3 
miw chairmen." Feehe. wid. "It sems 
that's why ;I lot of k s e  Xlemhen w m  to 
move on." 

Rckard's imnouncem~mt se~s  thc sage for 
a potentially explosive March 7 G0Pprima.p 
in thestate'sulthdisuicta RepuMicm.\rroclg- 
hold between h i m  and muttirniilicmak 

S 13 million of his w n  money into an UCLEUC- 

cessful1998 Senate @mar?/ bid. 
A n  aide said Pxkard will nor tndcuw any 

candidate in he prim- to sui-cct~I !mi .  

"I'm augh t  just a lirtle off pard. but I'm 
tiSI-fWJtd. and this is winething 1'11 icnous- 
ly look a ~ "  Doman .-id in an inirniew 
Wednesday. 

Doman - who .said he wccnrly purcnawd 
Imd in rhcldth disuict ncar hi> hu$i~-r. \  ws- 
idence in SUI Juan Capistram - hud k n  
threaccning to challenge Rep. Dana 
Rohmbacher (R i i r r  the neclrhy 4jch dikct .  

Drwnan.a hrud-rightconsen.arivc and fie?. 
iisr-thumping omtor. titst won a Housc scat in 
the ?iwtc's ZSth disuict in I Y S .  hiliouing thc 
pat- 19" Census rrdismcting of kioiisic 
hiund;lrics. Doman jurnpd IO rhc Dcrii(~- 
cr.aic-wndin.,: -%rh disrnci in whai hc dc- 
.;:~rikd xs a pnona l  liivtv 111 Kiiiit-Jhachcr. 

iio would orhem i d  liavc h s n  Ii.irced II! iun 
against Doman. 

Hur: hy thr influx ol' t-fiyunic \riicrs into 
h is0mn~cCt~unty  hax. Domiin naimrw Iy IOSI 

Dane11 LK! a car-dm rrupire who pourcd 

his 1996 re-election bid to now-Rep. Loretta 
Sanchez iD) and. following a I+month chid- 
Ienge to Sanchez's 9Wvoie win. lost a 1998 
rematch by 17 points. in both race. Domm 
pmwd to Dr. ;I skilled fundriser. spendirip 
S3.9 million in 1 s t  yea 's  rxe. 

"I'm .seriously interested. and it looh like 
Dam is rescued agin .  by fate. I do no[ relish 
k i n g  a freshman for the rhid time but thcn 
I've never d l y  acted lilie a f r rshm." Dor- 
nan said. ""hen I tint landed k r e  h 19Sj. 
I acted likr I had dwiidy k e n  (in the House] 

In remarks praising Packml that clearly 
svunded likc a jab a1 h m a n .  Rohrahnchcr 
calkd P;lckd "agenIlecon.wnative who ha\ 
the wsplrt ofpople  on kith sides ofthe xisic. 
His quiet dipnity has wc!l senwi his cori- 
stiturnis arid hiscountq. Ron is a guy u ho cc- 
spec& othersand in rerum ha.; achieved a 
d d  of rcspcct among anyonr who h;l\ c\cr 
worked with hirn." 
Noting he has previously held seats with 

hiph D c i i i ~ ~ ~ r ~ t i c  voting priirrmiincc. Dciniaui 
.sitid hr: would "chr:riJh" the oppnunii> II I  

rrprtsent the solidly COP48th. which s m x h -  
cs fnirn wudicm 0r.iiigc Counry to nonhcr.: 
Siui, Dicpr) Couniy and incluJcs ;I siicc i)f 
Riverside Ctruiii!:. 

"llic thouptit ut' ;i11 riukpAcri ligtitcr likc 
Bob Domm in a d e  Republican seat is3 ciw- 
suiiiiiiaiioii dcvoully IO h! wi.ihd." hc sm!. 

Lhmaii ASII l:~~lird out ar 1 s ~ .  callins him 

IO  yem." 
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AEG Documents Reveal Transfer 
Damon Chappie 

--. 
f: 
-it 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, 
-:*charging that the lawmakers were looting Social Security to pay for 
::'liberal spending programs. 

A :?\ Now, tax records have unmasked key details about Americans for 
 economic Growth, revealing that it received $300,000 - more than 
-,IC 'three-quarters of its total 1999 funding - from another non-profit 
:-iJ 'f2 with strong ties to House Majority Whip Tom DeLay (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. 

2 .=3 

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, DeLayIs 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 lrI 

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. 

c-5 . The AEG ads and the NRCC donation to U.S. Family Network sparked 
g p  .l$emocrats : to file a complaint with the FEC, and last year the 
:Democratic Congressional Campaign Committee filed an unprecedented 513 ;,rawsuit charging DeLay and three groups, including AEG and the Family 
'vetwork, with violating civil provisions of the anti-racketeering 

E. law. 
Y T s  

:== "''3' Federal election law requires political groups such as the NRCC to 
'"pse'a mix of strictly regulated hard money with less regulated soft 
,Gmoney for issue ads like the NRCC's Social Security campaign. The 
i&;$G2CC must disclose the source of its funds and identify all of its 
'expenditures. A non-profit group such as AEG, registered as a 
:,ep501(c) (4) with the IRS, doesn't have to disclose the identity of , 

gttcontributors and must report only general information about 

: € :  

. . ._ ., 

.:p3 B ' L  

-- 

... IC ...- 
:& 

: 65 

r 64 expenditures. . 

That distinction llcould 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.lI 

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 Ildouble conduit 
transactionft intended to obscure the true source of AEGIS funding. It 
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 saig. 

AEGIS 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, the director of 
DeLayIs PAC and the registered agent for AEG. Ellis, a paid NRCC 
consultant, also worked for Alexander Strategies, 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. 

ir. - 
!.,$ "Because we have been accused of all sorts of terrible things, 
2 !!'gncluding ;? criminal: conspiracies and stuff like that, I really would 
!ee reluctant to talk about reasons why we do things." 

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

?' 1 3 : s  A spokeswoman for DeLay said the Whip didn't know anything about 
'$?he groups' activities, and she referred questions to the groups 
..:ihemselves. .I-- . .. 

"?; The $300,000 payment to AEG was reported on U.S. Family Network's 
&L999 return, filed Nov. 14, 2000, seven days after the elections.. 

Roll Call first reported that the U.S. Family Network, which 9 5; 

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. 

;Is 
a 

; za 
...-. 
c:c: a -  

a$ 
i=: . -  - .  .a_-., 

:? 
;c. z .. 

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. I1A stiff card manipulated properly 
can achieve the same result. Think 1% talking about security in your 

Listeners to call their Congressional Representatives to stop the 
"raid" on Social Security. 

' home? I'm talking about your retirement security." The ad urged 

At the time, the NRCC was sponsoring a television ad campaign on 
Social Security in more than a dozen districts. When t h e  AEG ads 
appeared in the districts of four House Democrats, then-NRCC 
spokeswoman Jill Schroeder said she had never heard of AEG and that 
zhe NRCC had not donated any money to it. 

Page 5 
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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 
identities -, .- of the ad sponsors, believing that the public will more 
:zeadily ::c accept a message coming from a seemingly non-political group. 

i!! 
'peason may very well 'be that they wanted to obscure the money trail, If 
;..Hill said. 
;-+a 

:I:: -"?' Hill noted that it is not illegal for the NRCC to give money to a 
'''i.lon-profit group but said that is IIa very undefined area, I1 since tax 
,Jaw does not specifically authorize political groups giving to (c) (4) 
--I. izprganizations. 

:,:::=' . -1 Nevertheless,Democratic political groups have also given money to q onprofit groups. Republicans pointed to last year1s.$1O0,000 
Committee to the Rev. Jesse Jackson's non-profit Rainbow Push 
coalition. 

a 68 
:? 

I I I I r n  hard pressed to find any tax logic for it. It looks like the 

iypq 
E ... 4 

. -- 

:?d 

lection Day donation by the Democratic Congressional Campaign 

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 , 0 0 0 )  ; 
Capital Christian Center, Meridian, Idaho ($10,000) ; Weiner 
Ministries, Gainesville, Fla. ( $ 3 0 , 0 0 0 ) ;  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 $ 3 5 0 , 0 0 0 ,  $100,000, $50,000, $ 2 5 , 0 0 0  and $ 5 , 0 0 . 0 .  

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

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 
3essages left at his home. U.S. Family Network, which had moved last 
:.rear to the Ronald Reagan Building, vacated its office several months 
;go and left no forwarding information, according to the building's 
nanagement. 

John Bresnahan contributed to this report. 

- - - -  INDEX REFERENCES - - - -  
::& 

..  ED ... PERSON: DELAY, TOM; BUCKHAM; ED; HILL, FRANCES 

.&WS SUBJECT : English language content; Domestic Politics; Political and 
,,:2eneral News; Politics; Economic Performance; Economic News; Religion; Religion 

:.+ 

.. "- . -. . -1. 

3.: : , .:.I ? 

%ENGL 6%: GPOL GCAT PLT ~ i i  ECAT GREL RLG) . 

Wora Count: 1475 
!-& 

m?!: 

. .a  -...:a 

ROLLCALL (No Page) 
DOCUMENT 

. 

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



::l /Ol ROLLCALL.(No Page) http://wcb2.westlaw.c01i~rcsult/test . 1...825 1 &Service=Search&SS=Doc&Tab=CitetList 9 
2/1/01 Roll Call (Pg. Uiiavail. Online) 
2001WL7038553 

Roll Call 
Copyright 200 1 

Thursday, February 1 , 2001 

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. 

, 

I 

Peace. Citing his tireless efforts on such difficult issues as 
hunger, human rights and peace, 26 members of South Korea's 

i 

I 
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 tiiiie," Hall 
said in an interview, adding that when he looks at past wiimers of 
the prize, he feels he doesn't "really dcserve to be in the saiiie 
category. 

"Btit Jhi certainly not squawking - it's great," he added. "I'm 
hoping that tlie noinination will bring more people to tliink in teinis 
oFhunger and nutrition and disease." 

This is the third t h e  Hall has been noniiiiated for the Nobel Peace 
Prize. 

Dan's tlie Man. Dan Mattoon, who sci-veci as deputy cliainnan of' thc 
National Republ ican Coiigressional Coiiinii ttee duri iig the 1 ast cycle, 
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has joined Democratic lobbyist Tony Podesta to fo.mi PodestdMattoon. 

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-Ill.), 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 MCI. 

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

- Damon Cliappie, Amy Keller and John Bresnahan 
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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 stomi 
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 Republicansstunned 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 transfomi. the firm 
into what they hope will be K Street's hottest new bipartisan 
lobbying shop, PodestdMattoon. 

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 1 1 tli on National Journal's semiannual lobbying survey, 
with $4.2 million in billings in the first half of2000--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 siiccced, he mist reach out to the very Deiiiocrats he 
helped tliwart. "Every ranking member in the H O L ~ S ~  knows that lie 
is not cliairinan because of Dan Mattoon," observed one lobbyist. 

Meanwhile, for the firm to continue its growth, i t  niust 
shed its Denioci-atic image and wrestle with K Street heavyweights 
for more lucrative businesses--even as it assuages its currctit 

. -. 
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"One of the things Tony and I want to do is make this 
fimi 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, PodestdMattoon 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 
Telecoiiimuiiications Act during the day and shared drinks with h i  

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 einployer, BellSouth, as one of: 
his first clients. To do that, Mattoon must balance the interests 
of several existing clients that coinpefe 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 (lie most receiit 

... .. 
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full-year lobbying filings. 

At the same time, PodestdMattoon 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. 1 TI .. .. " .- . .. 

"Because the American people are pretty much 
divided ... and the Congress is so closely divided," Mattoon 
observed, ''for a firm to be successhl ...y ou 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 
codusion 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 canipaign 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. 
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And, in fact, the contribution did go forward, drawn 
fiom 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 h d e d  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 hs most trusted 
confidant. Over dinner last year, Mr. Buckham helped 
persuade Mr. DeLay to support the creation of the 
Republican Majority IssLes Committee, a controversial 
nonprofit group run by a another onetime DeLay aide 
that is pledged to raise as much as SZ5 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 199s. Shs drew a SS9.000 s a l a ~  in  
1997, according to tax records. "Our hi#-dollar guy" 
is how Robert Mills described M r .  Buckham this 
spring. Mr. Mills was prcsidcnt of lJ.S. Fariiily 
Network until a month ago. when ly rcsigned afwr  
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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 

8 s  intended to promote grass-roots activities among 
. .  conservative voters. 
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"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. 
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Mr. Hatch, a former DeLay aide, proved to be an 
unexpected roadblock for Mr. Buckham. In early 
October, Mr. Hatch twice tumed 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 contrib,utions to 
outside groups to be a blend of both "hard" and "soft" 
campaign money. At the time, a sinular enforcement 
case against the Senate GOP campaign conmultce 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 
fill-time medical attention. He is now a.part- time 
NRCC consultant. 

After 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 VandcHei 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, Mode 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 adviseis to 
testify under oath and turn over internal documents 
during the discovery phase of this case. 

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

Mr. DeLay called 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 a m  saddened and 
disappointed that my colleagues on the other sidc 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. 
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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 nanied 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  niillion from a single donor 
without disclosing the identity. 

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

The ads were among the first independently h d e d  
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 AEGs "registered 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-fbnded 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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More on the Mills Flap 4:. 
'>t about 9 p.m. on April 13, just hours after Robert G .  Mills 
+esigned as executive director of the U.S. Family Network, a 
.iTnonprofit group with ties to House Majority Whip Tom DeLay, R- 
"frexas, Ed Buckham was on the phone with a public relations firm 
,,gin Nashville, Tenn., working out a damage control statement. 
-=puckham, a Washington consultant who is a DeLay confidante and 

. -- 

is 

leading fund-raiser f o r  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 l'earn 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 f o r  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 NRCCIs 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 
t h e  $ 5 0 0 , 0 0 0  contribution was made. 

Democrats have gone further and charged that the NRCC 
made the contribution to boost DeLay's pol.itica1 operations, 
chey filed a complaint with the Fe'deral Election Commission 
the contribution was reported by Roll Call. 
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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' 
checkered background until it was recently disclosed. 

Fi . .. . Mills, 'who was DeLay's -campaign manager in 1996, was 
;sacked in late 1995 a,s executive director of the Council for 
%overnment Reform, a nonprofit group that works on Social 

2;:: kome of its money. Shortly after serving,as DeLay's campaign 
!L?*anager, Mills launched the U.S. Family Network, a low-profile, 
=Donprofit group that's registered to lobby on such issues as 

g+ S l i  

' A i *  

--. - ..* . 

security issues, after the group discovered that he had embezzled 

P + 9  

'I".. ... a kobacco - regulation, ballistic missile defense, and estate taxes . .  
::5 
-.a; $:=! For its fast financial rise, the network is deeply 
sq:: ,'indebted to Buckham, who has a contract with the network to 
:%solicit donations and has raised sizable sums in addition to the 
'$JS500,000 from the NRCC. In 1998, the network banked 
..-. - 
$1 million from an anonymous donor. Until very recently, 
Suckham'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. 

DeLay could face trouble if the scrutiny bn Buckham 
Intensifies. Two sources in the DeLay 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. 
:His, a partner of Buckham's at Alexander Strategy Group; and 
she Republican Majority Issues Committee, which Buckham helped 
advise when it was launched. 

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

B1.E -- House Majority Whip Tom DeLay's (R-Texas)leadership PAC and a 
.5onsulting firm operated by his former chief of staff have moved out 

;% 
J:a" :pf a Capitol Hill townhouse owned by a cantroversial nonprofit group 
13. "After complaints that the neighborhood's strict residential zoning 
=laws were being violated. 
#....l 

;:+ ;Meanwhile, leading conservative and pro-family groups said they 
?+:were unfamiliar with the U.S. Family Network's existence and several 
?&egistered - .  concern about the organization's ties to GOP operations, 
;;and Democrats demanded the identity of a $1 million donor to the 
"''group. 
-..I 

5 LS 

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 DeLay, 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 
-onsulting 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 
che Nuclear Energy Institute, according to lobbying disclosure 
reports. 

But those operations sparked complaints over the last year from 
neighbors outraged that their residential street had been invaded by 
3 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. 
.I. - .  " 

Gottleib said he called the District's zoning inspectors, who 
&sited the property at least twice in the last year. eta 

r - '  5 1. The zoning officer was rebuffed on his first visit by the person 
. .  . 

FiVho answered the door and the government lofficial that he was busy 
::a:. k t h  an out-of-town client, Simon said. On the, next visit, the zoning 
F:$nspector was told that one of the people working.in the home also 
'Sr resided there and the inspector advised him that he needed to file ' 

'!Tor " .  a home occupancy permit. 

.zzii The permit allows a business to operate only if the home's owner 
z :  
--I v7.7 

a 

resides on the premises, according to the District's zoning. 

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. IIFor 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. 

IIThere'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 
2nd applies for a permit, he said. 

"There was strong reason to believe that no one lived there. We've 
been 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 
Xi11 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 sa id  it "just proves 
shat sunshine is a powerful disinfectant.'I 

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 
559,000 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 
$' the townhouse. He has been associated with a group called 
ghericans for Economic Growth, which ran ads attacking Democrats on 
&cia1 Security last fall in several battleground districts. 
i s  
a P1 r +.I 

Democrats filed a complaint about DeLay-linked groups. - including 
&G and U.S. Family Network - with the FE,C in December after Roll 
;q$ .;dall reported that the National Republican Congressional Committee 
d'ave U. S. Family $500 , 00.0 , the party organization's single largest 
---.. $ontribution last year. 

g;;! Erik Smith, spokesman for the DCCC, said it would not file an 

...... 
.I . 

d ;.: r 

'5; Sdditional complaint based on the disclosures in U.S. Family's tax 
geturns. But he urged the FEC to aggressively investigate whether 
%lection or tax laws are being violated. He also said that DeLay 
should immediately disclose the identity of the $1 million donor to 
she group. 

Meanwhile, interviews with officials of leading pro-family 
lobbying -and nonprofit groups found little knowledge about U.S. 
Samily, 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 
?-obert Mills. IINo, I haven't run into them. It doesn't sound like our 
xganization. We don't have skyboxes for football games - that's not 
In 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 
Iffers me any money, I' she joked. 

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

Kristin Hansen, spokeswoman for the Family Research Council, said 

I 
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=he group Ildoesn't ring a bell" and after checking with her 
Lobbyists, she said they were unfamiliar with the organization as 
-:.ye 1 1 . 

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

"It does sound unusual , he added. 'I I don' t know how [nonprof its] 
3perate in the Beltway when they are lobbying for the family. Maybe 
$$bu need a skybox to do that." 

!:g'gFocus on the Family, a tax-exempt organization, does not have a 
abybox . _  lease, he said. "In fact, one of our fundraising principles is 
- .. 

have no limousines, jet airplanes or condos in Hawaii - but maybe 
$*e should include skyboxes in D.C. . I .  

: : P  .--I ...... 
Is- :$ Gary Jarmin, legislative director of Christian Voice, the 23-year- 
23d, 350,000-member group that pioneered techniques to organize 
,?undamentalist voters, said he was a little concerned because Ifthis 
tzs what got the Christian Coalition in trouble.Il 

i5' He added that the . U S .  Family Network's "back door" relationship 
@ith the NRCC and other political groups needs to be disclosed. 

i;.s 

.. -. 

''1 just think it needs to be above board,ff said Jarmin. ''So that 
:t is clear to everybody that this is where the money is coming from 

. znd . .. ..s:.%L.L this is what we're trying to do and everything's up front." . . .  

Jarmin, who was an original architect of the religious right's use 
s 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 
ziving them is credible," he said. "If you are setting your self up 
-3 an independent entity apart from the party, Christian voters want 
:a be sure that you are not shading the truth, twisting.it or 
Aanting it. 

"It's always the best policy to be completely up front and not to 
rry to'hide the association. When you try to hide it or disguise it, 
zroblems develop because people feel that your credibility is 
13inted. 

On U.S. Family's skybox lease, Jarm1.n joked that "if I start 
;%tin9 invited I'm sure my opinion will change.11 
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Christian Voice doesn't have skybox seats, he said, adding that 
IIIIm afraid that we don't consider that a wise use of our resources.Il 

Carolyn Malenick, whose Triad Management political consulting 
business steered money from wealthy contributors into nonprofit 
3roups that ran ads in key Congressional races during the last two 
election cycles, said that many conservatives contacted her with 
questions about the U.S. Family Network after reports about the NRCC 
gonation I .  surfaced last December. 

-' "It has raised questions within some of the conservative groups,11 
$he said. I I I  know that it upset some people. Maybe that's what the 
dBCC plans to give conservatives to make them feel compliant.Il 

::,:While few in the pro-family movement had heard of U.S. Family 
getwork, little could be learned about its board of directors. 
$eonard Phelps, of Republic, Wash., who is listed as the board's 
.&airman, did not return repeated calls. Another board member from 

?m? 
I-- - .--- 

;4: 

I..., 

iqepublic, z -, Brett ,Leonard, also did not return phone calls. 
.e:.? 

3 
:+ Mills, the groupls president, has a long history of political work 
;%or conservative causes, according to documents and people familiar 
with him. ! 56 

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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5 :!., i? Tax Returns Shed Light On U.S. Family Network Skybox, Truck, Townhouse Are 
:I% !;? : 5 Among Expenditures 
: s Damon Chappie 
" .  
C L  

A controversial nonprofit group closely linked to advisers f o r  
!$ouse Majority Whip Tom DeLay (R-Texas) raised $1.3 million in 1998 
=$from r just five big donors and spent the money to buy a house,! a truck 
.". .gmd ..I I .. a 15-year lease on skybox tickets, according to tax records 
. .  j2gbtained by Roll Call. 

:g? The U.S. Family Network also reported working on an array of 
;$egislation 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. 

I _- .-? 

: 

9 L;r 

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 
zonfidential 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 reco,rds shed light on the 
inner workings of a key component of a web of interlocking groups 
revolving around DeLay and Ed Buckham, his former chief of staff and 
LOP 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 kouses a f o r -  
arofit consulting firm operated by Buckham called Alexanser 
Strategies, as well as DeLay's leadership PAC, the Americans f 5 r  a 
Xepublican Majority. 

While it is not illegal fo r  a nonprofit group to house other types 
af organizations, the tax returns raised questions about the 
Iinusually large proportion of money s p e n t  on fundraisinc, 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 
2rominent tax attorney who reviewed the forms at Roll Call's request. 

The tax returns show payments of salaries to Robert Mills, the 
groupls 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 
,.QeLayls paid campaign manager in the 1996 election cycle. 
235 3 
I -  

2 r!.' ;5 Buckham's wife, Wendy, was also paid a $59,000 salary in 1997 by 
:= flu. . S. Family Network, according to the do,cuments. 
I $2 

:.' Vehicle registration records for Maryland show that a 1997 GMC 
!:<ruck owned by U.S. Family Network is listed at Buckham's personal 
.$fesidence in Frederick, Md. The 1998 tax returns list the value of 
'$&he automobile as $27,000.. 

:& Buckham refused to comment on the tax returns. 
=+ In the 1998 tax year, U.S. Family Network paid f o r  a trip by a top 
E hide i d  on DeLayIs Congressional payroll, staffer Tony Rudy, according 

..-.,.. .-.- 
c 

I .  ;:=; 
# 

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. 

111 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 02 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 
..innamed benefactor, however, there were several other large 
zontributions. The group received two $50,000 donations, a $150,000 
sift and a $100,000 contribution. Like the names, the dates of the 
Aonations were also withheld. 

The group reported $665,863 in expenses in 1998, with 60 percent 
sf that total going to fundraising and consultat,ion expenses. 

iyt ... Consultation expenses totaled ' $114 , 000 in 1998, but the tax 
igecords did not identify who received those payments. In December 
,'c999, Buckham told Roll Call, 'I1 have a fundraising contract with the 
i&J.S.] Family Network and I raise money all over the country f o r  
;:ghem. 11 
L p  I -? 

:+a 

:;i 
:52 

E +  

:9 ' Frances Hill, a visiting law professor at the University of 
..." ."I ::Pennsylvania and an expert on the political activities of tax-exempt 
I-- eyroups, said that U.S. Family Network's tax returns are "surprising 

Ly. Sisctivity you expect an advocacy organization to be incurring." 

.?!. 

because there just donlt seem to be many expenditures for the kind of 

19 
B 5: 

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 
?\rery 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 citizem 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, S E .  The S 9 1 , O W  spenc on 
education and advertisements appears low fo r  a grassroots-style 
advocacy group. 

U.S. Family's 1999 tax returns won't be filed wirh t h e  Internal 
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iievenue Service until November and won't be available until a year 
m o m  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 
Aepreciation section of the tax returns. 
c s j  I 

9 "" $1 The name of the arena or stadium for the skybox seats was not 
!qisted i: on the forms. But a skybox at Redskins Stadium would cost far 
*Qore than that amount annually, while similar information from the 
,.MCI Center was unavailable. 
I"? 

fSi5 
s,b 
-:iq . .,. According to Hill, the skybox expense - taken with the relatively 

+and salaries traditionally associated with the activity. of'issue- 
i%riented .--- nonprofit advocacy groups - suggests the emergence of an 

... r.. 
" V ? ?  ... :I 

..J - .!- .gma11 amounts spent by U.S. Family on items like postage, telephones 

. ." 

.._I. . ... . entirely new class of lobbying. 
: $;. 
-4 
."I 

lobby as a Section 5 0 1 ( c ) 4  nonprofit under the tax code and that 
chousands of nonprofits do just that every year. 

She emphas,ized that it is perfectly legitimate for U.S. Family to 

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. 

Wsually, 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 
2ntertainment 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 
2ublic 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 thac they couldn't use their 
campaign funds to support?"1 

Expenses Raise Questions 

The expenses and assets listed on the return also raise questions 
aiabout I. their use, she said. '!The bottom line always with an exempt 
t$rganization is: Is there some public benefit from this thing or only 
& range of private benefits?" Hill said. 
.:. : 9 ;  
" .I- 

! On the Capitol Hill townhouse owned by U.S. Family, Hill noted 
$ghat it is not illegal or improper for a,nonprofit-owned facility to 
B3hare am... space with a mix of other organizations. 
s j a  
r -3 

But she noted that it was odd that the tax returns did not list 
:$rental income. Buckham's consulting firm, Alexander Strategies, is a 
i2for- profit business and federal tax law would require a business to 
:s$, 

$ 4  

I- 

pay rent to the nonprofit that owns the building. 
.I* 
I... 

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 groupls 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 o r  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 groupls mission, according to i t s  tax return, is the "Promotion 
of social welfare for American Families." 

Page li 

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



e 
4/3/00 ROLLCALL (No Page) 
(Publication page references'are not available f o r  this document.) 

Specifically, the group said it, "Established projects to promote 
sound family values ,legislation.Il 

The documents proceed to list more than a dozen pieces of 
legislation that the group provided I1inputt1on, ranging from the 
Defense of Marriage Act to appropriations bills, electricity 
deregulation and tobacco legislation. 

l"t But no lobbying reports for the group or its officers were filed 
$inti1 February, according to the House and Senate disclosure offices. 
g ij 

disclosure reports if it employs a lobbyist who makes more than one 

a '2: 

A group would be covered by the 1995 law requiring lobbying 

PLobbying ... I. contact within a six-month period or spends more than 20 
.+ercent of his or her time on such activities, according to Thomas 
;'Susman, a lobbying law expert at Ropes and Gray. 

23' Grassroots expenditures are .also not reportable, he said, but Itif $"L =?Lhey made two contacts with any lawmaker, staffer or government 
s:;: '.bfficial in a six-month period, ,then there is no grassroots' 
:?exempt ion. 

p . 7  v 

-- 

t::: 

e 7 -  

A skybox ffwouldnlt 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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: := 6: : HOUSE REPUBLICANS SEEK WIDER GRASS-ROOTS SUPPORT GOP SCRAMBLES TO REPLACE 

a FALTERING CHRISTIAN COALITION 
1 . :  - I %. .. 
;:;; 
& :id 

:$he past decade, may be unable to muster an effective grass-roots 
reeffort ?a,.: in next year's critical congressional elections. 

13~ - .- In fact, Republicans are so concerned about the coalition's 
ilpiability that they have begun channeling resources to other grass- 

Juliet Eilperin The Washington Post 
:=z 

House Republican leaders are increasingly nervous that the 
Christian Coalition, which helped propel the party into power over. 

5 

roots organizations. to mobilize the kind of conservative voters they 
hope will preserve the Republican majority in 2000. . 

In October, them National Republican Congressional Committee gave 
$250,000 to the National Right to Life Committee, a le&ding 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 
SOP 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 mqre 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  f o l k s  
chat generally would be with us." 

Democrats are already arguing that the NRCC contributions are an 
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sffort to evade campaign finance restrictions, but the campaign 
?roupIs deputy chairman, Dan Mattoon, said the committee Italways 
zomplies with the letter and spirit of the law.'' 

Republican officials acknowledge that the new money for 
zonservative groups is aimed at filling a void left by Pat 
xobertson's Christian Coalition, which has been an integral part of 
che GOPIS grass-roots operation, distributing tens of millions of 
ipoter guides to churches the weekend before elections. . :- 
":: 
re * 

While it prevailed in September in a costly lawsuit against the 
;Sederal I ..- Election Commission, the group remains mired in debt and is 
3lanning to cut staff as part of an upcoming move from Chesapeake, 

:;Zhe past year, including President Don Hodel, Director of National 
lDperations Chuck Cunningham and Vice President for Government 

E 1 -:J a . ,  to the D.C. area. It has lost almost every top official within 
-... 

3elations Randy Tate. 
::cz+ IIWe've been frustrated and disappointed and really sorry that our 
-5onservative base has not been energized in the past two cycles to 
&upport our candidates. Maybe we need to do something on our end to 
f&nhance their participation, Mattoon said, adding that while the 
Zhristian Coalition is likely to distribute voter guides, it may not 
be as active as it has been. IITherels going to be a need to fill a 
vacuum here. There i s . . a  need to build a coalition to elect Republican 
candidates. It .;. 

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

"There isn't any other operation I'm aware of that has a network 
with the churches,It Robertson said, adding that the group is already 
?reparing voter guides. ''1 think by the 2000 elections we're going to 
be a significant player as always.II 

Ed Buckham, a former DeLay chief of staff, was instrumental in 
2btaining 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, 
rhey supported it based on Buckham's track record. 

Buckham, a consultant to the group, said U . S .  Family Network will 
incourage voters to lobby on such'issues as the use of fetal tissue, 
=ax cuts and abortion. He added that the group has not decided 
-9zhether to conduct a voter registration drive but that it will inform 
voters about how Congress is voting on issues affecting families. 

Page 1 E  
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National Right to Life President David OISteen, whose 

Page 1 

document ) 

group has 
1-sceived money from the Republican National Committee in the past, 
said the new donation."will be used for the general pro-life 
xtivities of'the National .Right to Life Committee. It will not be 
x e d  to encourage anyone to vote for or against any candidate." 
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Republican Congressional Committee Chairman Tom Davis 

For Contribution 

e<(Va.) z . 1 :  did not seek the approval of the organization's executive 
:&: +committee before making a controversial $500,000 donation to an 
"..- - +obscure -- conservative group, with ties.to House Majority Whip Tom DeLay I .. .: 

dR-Texas) . 
.,.-.. ..:-_ 
:..- . .  . .... 
-..-_ < C'": ... Several GOP lawmakers serving on the NRCCIs 36-member executive. 
:& 
ezommittee confirmed that they had not been informed beforehand of the 

20 donat ion, the largest single contribution made to an outs i de 
.: 13group :.a by the NRCC this election cycle. .In addition, the subject was 

. not raised when the executive committee'met in early November, said 
:he lawmakers. 

A spokeswoman for Rep. Anne Northup (R-Ky.) said her boss had "no 
3rior knowledgell of the $500,000 donation to US Family Network, which 
-zas ties to former DeLay Chief of Staff Ed Buckham. 

Rep. Rick Lazio (R-N.Y.) also "did not have prior knowledge of the 
5onationtit an,aide said. Lazio first learned of the donation after 
lreading 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 
sxecutive committee had never been told about the donation and only 
found out about the transfer afterward. 

Democratic Congressional Campaign Committee officials last week 
. 5led a complaint with the Federal Election Commission alleging that 

=he NRCC and House GOP leaders violated federal campaign law by, 
Siving the $500,000 to US Family Network. 

DCCC .Chairman Patrick Kennedy (R. I. ) believes that Davis and other 
3OP leaders gave the funds 'to the organiz'ation in order,to conduct 
r>olitical activities with less scrutiny, since outside groups are not 
3s heavily regulated.as the NRCC. 
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Two other organizations tied to DeLay and Davis - -  the Republican 
Xajority Issues Committee and Americans for Economic Growth - are 
31so named in the DCCC complaint. Kennedy charges that those groups 
are actually controlled and financed by DeLay 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. 

2; ''1 have no problem with it," insisted Ney. ''My view on it is even 
& I didn't know, I trust Tom Davis' judgement and Tom Davis' shop." 
& Lazio aide said the lawmaker did not seem angry or perturbed by the 
fransact ion. 

!+ A spokesman for Rep. Jerry Weller (R-Ill.), who also sits on the 
:gxecutive committee, said the Congressman had ''total confidence'' in 
9avis. Weller himself could not be reached for comment on whether he 

:7- :: 
: i.: 

. I I: 
- - .  .-. .. --. 

. C . .  

?::. 

$3: 

.I : 9 %  .. I 

.--* ,: "- - 
-.-- I .  iAad ..-.. prior knowledge of the donation. 
2 :  .--- .--.I 

.-.... ... I- ='' Rep. Dave Camp (R-Mich.), chairman of the NRCC's executive 
izommittee, was not available for comment on the controversy either. 
E ?: 

Jill Schroeder, the NRCC's spokeswoman, said the members of the 
sxecutive committee 'lare among Tom Davis' most loyal supporters." 

"What goes on at the executive committee is private and doesn't 
nave to 'be""'p1ayed 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 
2ledged to return power back to rank-and-file lawmakers by making the 
zommittee more accountable for where it puts its resources. Former 
XRCC Chairman John Linder (Ga.) had been criticized for spending 
rnoney with what was perceived as little accountability to the 
,30PConference during the closing days of 1998. 

Davis, for instance, called an emergency meeting of the executive 
zommittee in September to approve a 1-eadership plan to spend between 
5 5 0 0 , 0 0 0  and $1 million on issue ads bashing Democrats over Social 
Security. The Virginia Republican was initially opposed to the ad 
zampaign because of the high cost. 

The size of the NRCC executive committee was reduced and its power 
ztreamlined after bitter controversies in the early 1 9 9 0 s  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. I 

During' Vander Jagtls 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 
zersonal 2-z  . attack on his chairmanship after the 1990 elections from 
Chen-Reps. Don Sundquist (R-Tenn.) and Bob Livingston (R-La.). The 
$embers also questioned payments made to consultants - and other NRCC 
gherations - decisions which they said were made in secret. 

: - *  Vander Jagt survived, but in a shocker lost his 1992 primary race 
'Co challenger Pete Hoekstra (R-Mich.). Vander Jagt stayed on as NRCC 
:$hairman through the 1992 elections, but was followed by the 
-5nergized Rep. Bill Paxon (R-N.Y.), who cleaned house and revived the 
$RCC fundraising operation. 

"1 Calls for reforming the executive committee continued and the size 
-:if the group was pared down during then-Speaker Newt Gingrich's (R- 
:Sa.) tenure. Members of the committee were given more focused 

j.: I 

:E 

.rs: 5 r  

4 54 
responsibility for overseeing the NRCCIs direction and operation. 
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NRCCs $500@00 Donation 
Linked to DeLav Advisers. 
Obscure Group 
Gets Bie Infl& Of 

By Jim VandeHei 
In its l q s t  single donation to an 

outside p u p  this year, the Xation- 
al Republican Congressional Com- 
minee recently gave a half-million 
dollars to an obscure constmaow 
qanizarion closely linked to LMa- 
jority Whip Tom &Lay @-Texas). 

While locked in a contentious 
fight to protect his party's five-seat 
majority, NRCC chairman Tom 
Davis (Va.) on t a  
55oo.ooo'c~k to t k % S  F d y  
- l lcWded 
Election CammiSs i rm'~ . rn  
grwphasdiFecttiCStOEdB~ 
DeLay's top political assQciate and 
forma chief or sraf€. 

The donation raises new-qua- 
tions about cwrdmah * 'on-between 
Republican leadm and purported- 
ly dependent pups, a#xrrding to 

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

c . . -  

campaignfinancc=perts- 

r /  
minates yr expanding'web of out- 
side orpintions - established 
under section 50 1 (cU of the l2.S . UK 
code. which allows them to conceal 
heir donor lists - tied 10 k L a y  
and tus poliucal team. 

And despite the b a e  amount of 
money hvoived there is confusion 
about w b t  the money will be used 
for and whether the hemal Rev- 
enue service has a record of the 
group's existence. 

BabMillS,whaXlE!!3mtuSFdb 
* ~ ~ t ! l c ~ -  
dnna hull dm NRCC'rfiDxms- 
i n g ~ - ~ b u 8 e d d o I o t i  
byGOs..hrhmBt. Menbas- 
slrPpnrh+**WQf~tM. 
7 - - = 4 F  
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X d e p u t y c h a i r -  
of the NRCC Saidk has KEV- 

oughton Considering Retirement 
in the coming weeks. 

Houghm's exit would be anoth- 
er blow to House Republicans. who 
alreadyhavetodefend 19openseas intentions. 
heading into the2000 elections. as 
compared tooaly fiveopen Demo- 
cntic seats. The GOP currently 
holds a five-seat majority in the 

battie a key conest in deciding who 
conmlsthe Houseinthe 107thCon- 

Houghton. until recently. was 
Seen as ready to nm agaix~ although 
his staffdoes not currently know hs 

"He has not decided whether he's 
gomg to run." said Chet Lunna, 
Houghton's chief of s t a f f .  when 

:.AmoHoughton(N.Y.),one asked about speculation that the 
i-adingGOPmodmtesinthe chamber. making every open-seat New York Republican may step 
t . has warned Republican down. 
:\ that he m a y  retire next year "He has yet to make a decision." 
IU inform thernof hlsdecislon gress. Continued on page 17 

Rq?dlicm 
-m N.Y. May 

soon 
By John Bresnahan 

. .  

Kim 
planning 
Another 
Race. 

'-By :John Mernvio 
d i p p i e  

whoseetfdcaland~-~* 
h i m t h c h  ~ ~ ~ ~ ~ ~ i i n b e r t o k  

Ex-Rep. Jay Kht-~.Cdif.). 

a primary election lastycar. said he 
will decide h s  week whether he'U 
run to challenge newly elected Rep. 
Joe Baca @-Calif.) in 2000. 

Kim's move has forced necvous 
House Republicans and sfate party 
leaden to scramble to recruit a vi- 
able challenger to Baca by Friday's 
filing deadhe, key party sources 
said. Many GOP strategists had 

trending district following Elia 
Pirozzi's (R) loss here rn last mon- 
th's specraielecrion runoff to re- 

planned to Ignore the Democratic- 

1 
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Group With DeLay Ties Pays for Ads Pressing Democrats on Social Security 
By Greg Hitt 

Staff Reporter of The Wall Street Journal 

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

The ads, which are among the first independently hnded 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, 
Shelley 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" \vhen i t  was 
founded in December 1993, according to North Carolina records, arid is now head of M r .  DeLayls political-action 
committee. 

"I wasn't involved in the specifics of it," REZm-&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 frorii their days as grass- roots organizers on 
behalf of the tobacco industry. 

"I said, 'Right on."' said Mr. Ellis. adding tic hopes t o  be more involvcd in thc p u p  in ths future. " I  ;igrcc ivitli ivl iat  
they're doing." Mr. Buckley couldn't be rcachcd for commsnt. 

A spokesman for Mr. DeLay said therr is no connection bctwecn the coiigrsssi1i;iii and thc private group's activities: 
But Mr. Ellis is an important rrieriiber of Mr. IlcLay's political iiiachiric. ;inrl. :II ri:iniriium, tlic : id  c:iiiip;iigri 
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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." 
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Ads 

By Jim VandeHei 
and Ethan Wallison 

House Demoaats are outraged 
by a new Social Security media 
campaign financed by an obscure 
organization with ties to Concmes- 
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 time only and has tar- 
geted just four Demmdhc law- 
maken: Reps. Rush Holt (N.J.), 
Dennis Moore (Kan.), Shelley 
Berkley (Nev.) and Ken Lucas 
(Ky.). Lucas has already convinced 

Continued on page 28 

INSIDE 

Member to retire, p. 3. I -Another 

CH-. Ex-Member 
considering race to replace 
retiring Rep. Barrett in 
Nebraska. p. 11. 

HEMS PROTEST 

Phor 
Several Members, induding (fmm left) Reps Barbara Lee, &nine Brown, Eddie B 
Jesse Jackson Jr, Juanita Millender-McDonald and Carolyn Maloney, staged a pmt 
Sen. Jesse Helms' office over his objection to card &Ioseley-Bmun's nomination. set 

ByMarkhston 

cension to the chairmanship of the 
Environment and Public Works 
Cornmitree Tuesday will also give 
Sen. Pat Roberts (R-Kan.) a key 
gavel. 
Roberts will take over the chair- 

manshipof the Select Cornmineeon 
Ethics, a post Smith vacated in or- 
der IO take over the Environment 
chairmanship. 

Meanwhile. GOP Conference 
Secretary Paul Coverdell (Ga.) has 
landed acoveted seat on the Finance 
Cornminee. Coverdell's hop to the 
tax-writing panel will open a spot on 
the Foreign Relations Comminee 
that could be filled by incoming Sen. 
Lncoln Chafee (R-RL). who is ex- 
pected to be sworn in today. 

All of the comminee shufllng 
comes in the wake of the recent 
death of Chafe's father. Sen. John 

Continued on page 24 

Sen. Bob Smith's (R-X.H.) ;is- 

' 

chafee vows to cc 
Fathefs Legacy in 

By Rachel Van Dongen 
Waxwick Mayor Lincoln Chafee 

(R) will be sworn in today to replace 
his father. the late Sen. John Chafe 
(R-R.I.). bringing the Senate to its 
full complement of Members and 
,riving the youngerchafee a distinct 
advantage in auempting to win elec- 
tion to a full term exactly one !'ear 
from now. 

After a week of mourning fol- 
lowing the sudden d& of Sen. 
Chafee h m  he& failure. Rhode Is- 
land Gov. Lincoln Almond (R) sur- 
prised no one by appointing the 

to his father's seat 
younger chafee. known as "Llnc." 

Almond called the younger 

Chafe. 46. & 
didate to succc 
he had his full 
elecuon in 2 0  

Lincoln Chi 
he hoped IO PI 
em@. p m n \  
his h h e r  dd. 
1). *poind : 
tees - Emi 
Works and Fc 

The Foun_e 
blacksmidl a! 
term rnrlyor o 
ond lqest  ci 
her's office 3 
late Senator's 
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House Democrats Criticize Issue Ads on Social Securih 

Packard Plans to Leave Congress in 2OOO 
continucdttwrpap3 
mirw c s '  Feehrry said. "It seems 
that's why a lot of these Mcmkrs want to 
move'&." 

F k k a d ' s  annou~~ccmcnt sets h e  a g e  for 
apotcnaallycxpbsiveMarch7GOPpurzvy 
inehcsme'sJ8thdisaicta RcprMic=msamg- 
hoM. bewavl ihnan'and muhimi- 
DwllIssa.acar-alannm?p~whopourad 
f13lllillionofhisowa~yiiltoanursuc- 
ccssful1998 S a u r c  pmwp bid. 

Candidae in the pnmvy to s u c c d  him. 
An i& said Packard will not endorse any 

"I'm caught jus a linlc off guard. bur I'm 
fasr-fuotai and this is s o m d n g  I 'U s h n ~ ~ -  
ly look at." Doman yid in m inrrniew 

Domm - who said he recently p ~ r ~ h a v d  
land inthe48thdihccncar hisdwghtcr's ITS- 

idence m San Juan Capismno - h;ul been 
threatening to challenge Rcp. Dana 
Rohbacha RJ in Ihr nearby 4 5 h  b v i c ~ .  

Domanahard-rightconvrvativeand fiery. 
fist-thumpinn mmr. tint won a House s a t  in 
h e  sue's 33th dismct in I Y&. Foliowng the 
post-1990 Census redistricting of House 
b u n h e s .  Domvr jumped to the Dr.mcb 
c r a u c - d i n g  161h dismct in what he de- 
w i k d  3 p w n a l  hvnr 11) Rohrahacher. 
u ho uould other~ is have bcxn I o ~ d  io run 

Hun by the influx of H i s p i c  W I L ~  into 
h ishge(7ounn.  base. D o m  n m i u l y  lost 

Wcdncsday. 

aginsl Doman. 

his 1996 re-election bid to now-Rep. Lorem 
Sanchez tD) and following a I&monrh chid- 
lenge to Sanchez's 9&vote win. lost a 1998 
remarchby 17poinr~.Inborhra~~~.DOrnan 
p v e d  to k a skilled fundrkser. sqxnchng 
53.9 d o n  in last y a ' s  m. 

'l'm seriously in- and it look like 

being a Freshman for the thud time but hen 
I've never d y  aRed like a freshan." Dor- 
nan said. "When I f i rs  landed dmc m 1985. 
I a c d  like I had already been [in cbe Housc] 

in ~nwrkt praising Packad hat cleuly 
sounded likc a jab 31 bm. R-achcr 
called Pack;ud";igcndeconvrvao~e who hlls 
the respect of p p l e  on both sides oithe aisle. 
His quiet dignify ha\ we!l m e d  his con- 
stituents and his uounrp. Ron is a guy w ho re- 
spccrs ohem and in mrum has achieved a great 
d u l  of mpect m n g  anyone who h a  e\cr 
w o ~ d  with him." 

N d n g  he has previously held =IS with 
hi@ Dcmc~ntic voting p-rfotmance. hrnm 
said k l~ould "cherish" h e  oppmrnii) w 
~ p r r s e n t  h e  solidly GOPa8lh. which smtch- 
es horn souhem Ormgc Ctnmv io ncnrhmi 
Sm hego County and includes a slice 01' 
Rivcmide Couniy. 

' I l l s  thhwght ot m ouLspien : i g h ~ 7  litis 
Bob Doman in a safe Republican m t  is a con- 
summarion debourly 10 be u i s h d "  he .said, 

Dornan dso lrrihed out at Isu. calling him 

Darra is lrscued again by fate. 1 do m1 d i s h  

IO yeys." 

a "rank m t e u r "  who has Little politid i 
id leti m n g  co~cwatives. "Darrel 
would have amble beating a s u e  .As 
blyman especially Siacc he's made an en 
out of me." Doman said 

"I'm sony that he has 50 much k. 
that's E I." rrspondcd ISSL who Mhcr. 
sought u) faus KKdia zmrnciocl yestmi2 
Packard's career m con_prrss. 

Still. h c o u l d  n o l n s i a h g a  jabat 
MIL saying a of Packanl's 
Doman's records in the Horae would 
that 'Ihcsc guys m like met md day." 

But ~ v c r a l  CaLfomia Republicans 
i i c d  h31 D o m  ;urd I.sa rn cemn 

ing deadline for House races in C;rlifori 
Da. IO. 

Tcnii-limited sue .bscmblymeh E 
Thompson and Howard Kidoopiin m 
k i n g  touted is likely c;OP cmdid3tc:s 
Kdoogim .said yesrcrday that he plans I( 
o he can tun to suc(xcd Rep. Dukc 
ningham !RI when he rtdm h m  fhhc 
JlStnCI. 

Sore Sen. Bill Morrow CR) also rrw: 
Somc Republicans also wggeskd th3 
D q o  Counry Supervisor Bill Horn ( R '  
iscumndyrunning forthcnominaaonn 
lenge Scn. banne Feimein 4. DI in 200( 
alxmdon that bid IO run for h e  ~ o u x .  

John Rtt!sn;bhan mtrihuted to tt 
P'rt 

JUS1 Ot' a Crowded p r i m .  Th 
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Social Security Ads Irk Democrats 
By DAVID ESPO' 

Associated Press Writer 

.':zz :-tt WASHINGTON (AP) - A little known organization has recently begun 

=$ Democrats said Wednesday they believe the group has ties to the 
"--I ::= political organization of House GOP Whip Tom DeLay. 

i~si 
cqa  ;" districts of Rep. Rush Holt of New Jersey, Shelley Berkley of Nevada and 
2:: ; c r  other vulnerable Democrats. The commercials allege that liberals in 
Is:! Congress'llwant to use their voting cards to pick the Social Security 

lock boxt1 and spend the money onbig government programs. 

.. .. . . airing radio commercials about Social Security in key House.districts. . 
I: ?;:: 

.A 
,. .8=: .. 
?- 

Americans for Economic Growth &'paying for the advertisements.in the 

The commercials deliver a message similar to television 
advertisements that the  National Republican Congressional Cornmittee'has 
been airing in eight to 10 Democratic target districts around the 
country over the past few weeks. 

But the two efforts have significant 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 
z o  pay for its commercials with soft money donations of unlimited size, 
and is not required to file a disclosure statement with the Federai 
Xection Commission. 

Americans fo r  Economic Growth is not permitted by law to advocate the 
dection or defeat of any candidate-. And the commercials stop well shor t  
3f that. They urge the listener to call their member of Congress ar.2 
"tell him to support the Republican plan to protect Social Security." 

Databasc 
ALLNEWS 

The organization has corporate records on file in two states, l i s ~ i n g  
an of'fice in Winston-Salem, N.C., and an official there, James W. Zl. is .  

. Copr. @ West 2001 No Claim to Orig. U.S; Govt. Works . ' 
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DeLayIs 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 researching the'origins of the group since the 
9zG commercials began running several days ago. Erik Smith, a.spokesman for 
.::;the Democratic Congressional .Campaign Committee, said, 'I1 think Jim 
z'ZEllis : : a  the guy who works for.ARMPAC (DeLay's PAC) is the. same Jim El'lis 
;;:who .- is the registered agent for Americans for Economic Growth . . . .  
E :& "It I s  clear that. this organization was thrown together virtually 
:;;;overnight for the sole purpose of not having to spend Republican 

. -  
5.1 ! 

.. * - 
I - .. z "a 

- .  

z- .2  

- ::& ..- campaign funds, Smith said. - r l  

:,ai ' 'I 

:-.G 6;: 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, 

:%; $ 3  the Ellis tied to AEG was the same person who works for ARMPAC. 

Mike Scanlon, a spokesman for DeLay, said the Texas Republican's ' 

'!we're thankfull for the' effort. Scanlon said he could not confirm that 
.:J 

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 t o  it. 

AEGIS 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 cDmmercials 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 commercizls,. claiming 
they were inaccurate. Lucas has supported "lockboxl' leqislation to 
safeguard Social security funds from being used in gene:-al gov- arnmer;t 
2rograms. 

"The financing source of this- f a l se  and rriisleaaing ad-v-er t i s ing  
campaign is unknown,Il he said in 'a statement. 

A second Democrat, Rep. Chet Edwards of Texas, made a similarly 
, successful .appeal in his Waco, Texas, congressional disxict h e n  tile 

GOP campaign committee sought to a,ir its.TV commercials t h e r e .  
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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 

1L : , 

More than anything else, the primary goal House Republicans have i.3 f . ..- 
set for themselves is getting re-elected. 

5 :. ; -:: . .. 
.-.... - .. " 

e .._. 3 
a 

So they're deferring their ambitions for change into the future ..-.- _.,".. 
34 

.,-... -2." " 

3% competing philosophical factions. ' 
$i.j 

e .  and for the most part merely persevering in the meantime through a 
Congress marked by a diminished majority and a party weakened by.  . 

'5; 

. .  ::;:a . -+ 
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 Illinois' Dennis Hastert: Dan 

' 

Mattoon, who represents telephone giant BellSouth. 

- ... 
in : - -7 
.s'g 

Mattoon was named4ast week to run the National Republican 
Congressional Campaign Committee, replacing Scott Hatch I 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 I 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 

John Grotberg. He also worked as a consultant on Hastert's first 
campaign for Congress and has remained an unofficial adviser since 
then. 

. representing'the Fox River Valley in Congress: Reps. Tom Corcor'an and 

Show me 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 

' Copr. C' \Vest 2002 N o  Chiin to Oris. U.S. Govt. Works 
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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 encourage more movie production in the 
United States looks like it will wind up on the cutting-room floor. 

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 business 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 decided to 
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 sets penalties of up to one year in prison for 
injuring a police dog or horse and up to 10 years' prison time for 
killing a policedog. . .  

"There are no laws protecting these animals or discouraging' 
criminals from assaulting or even killing them," Weller said in favor 
of the bill, which does not yet have a Senate sponsor. 

---- INDEX REFERENCES ---- 

NAMED PERSON: WELLER, JERRY 
Q 

KEY WORDS: OFFICIAL; ILLINOIS; CONGRESS; ISSUE; LEGISLATION 

NEWS SUBJECT: LocallRegional Section (LCR) 
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AP Online 
Copyright 1999 The Associated Press. All Rights Reserved. 

Friday, October 29, 1999 

Chafee's Death Opens Assignment 
. By DAVID ESP0 
Associated Press Writer 

WASHINGTON (AP) - Senate Republicans have a plum committee assignment 
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. 

Under GOP rules, m,emberships 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 Al,aska, 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 rejoining the GOP, 
and 0kla.homa Sen. James lnhofe 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 
4 :  . .  
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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. 

si: r,i: 
-.: 

2:: .-.I 
.. - 

.,. 
,.I. 

; $3 

1:; 1 
2": :: -. 

By contrast, 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. .. .. - ,.. - ._ 

:..: 

- .  - I  -- 
Y? 

-2 
.-..,. ' 

Hagel said he had intended to seek a vote on his measure as part of -!is 

"--- ."I" 

the recent campaign finance debate in the Senate, but was prevented from 
doing so by the parliamentary snarl that developed. 

' 
1.1 ' 

i:zg ---. :-,? 

? .? 

I .. 

..A 

::-: i 
. .  

---- .-.- . .- ..... 
.- - 
85 

Dan Mattoon, a phone company lobbyist and longtime adviser to House . 

Speaker Dennis Hasted, is taking over as top staff aide at the House 
GOP campaign committee. 

Page 2 

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 1997-1 998 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 (TICKER): BellSouth Corp. (BLS) . 
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+ora by Rebecca Rorh 
:r?g is coming under 

man 
:c:ause one end of the 

' . ~ k r  30." Young said 
: impending deadline. 

.:, end of that vise is 
:xshing to get the last 
:: 1hc Hqusc and all the 
zierenced." he added. 
..v.ht in r h e a  rn; t l r . i l e  c \ f  

. . .. . .  . .  . . .  . .  
.. . . :. . . .  . .  . . . .- . . . : 

New Cammim' 
Desip3ned to Brunt 
HaSCds critics 

By Jim VandeHei 
and John Bresirahan 

besieged by complaints about his 
leadership and his party's agenda, is 
planning a multimilliondollar me- 
dia campaign that will stake the 
GOP's political future, and possibly 

. hisown,onprotectingtheSocialSe- 

.me campaign, which sources 

Speaker Dennis Ha~tert (R-Ill.), 

curicy surplus. 

' I  Budget Strategy, i- t 1 .  

said will cost as much as $5 million 
depending on its success, will tsrrget . 
vulnerable Democratic Members. 

cans and their donon that leadexship 
stands for'something and is willing 
to fight on principle. 

Several Members, including one 
partyleader,saidHastertisunderin- 
tense €ire from Republicans and 
faces a potentially disastrous end to 
hisfktsessionasSpeakerifhedoes 
not unveil a winning strategy soon. 

"There are some people who are 
questioning some of the decisions 
Denny has made." said a member of 
Hasten's leadership team, who re- 

It's  SO designed to show Rqubli- 

Lott toPut Blame On 
Clinton for Chaos .. . . .  

. .  BybIarkPreston . Domenici .said.."As long 11s we, 
. Senate Republican leaders went continue to do that, ... it wilt be up to 
on the offensive yesterday. uying to the Eksident to decide whGther or 
shift' blame to President Clinton in not he wants to clox down the gov- 
c k ' t h e  impending appmpnations ernment. It won't be us." . 

clash leads to a government shut- Senate Republican leaden were 
down. . launching a preemptive Guike in or- 

Majority Leader Trent Lott (,R- der to make surc 1099 is not :l repeat 
Miss.) said in an interview. "We will . of 1995. ,when dicy w r c  accuscd of 
never be a p m y  to not take my x- shuttins down the go\;cmrnt.nt. 
tion. as long as I am Majority. Thc S c n m  rhcturic c a m  as 
Leader. that is necessruy to keep ths House GOP leaders pushed through 
govcrnmcnt in action." ;I continuins rcw1utic)ii that \vi11 
. -'We do not intend to k ;1 pmy IO kcrp thc p v r r n i i i c n t  opcn for thrcs 
c-lrirl;no rlrnvn arnv mlrt t r f  fhrf I 'nit- weeks 11;~';t the i o i i i o m w ' s  close of 

Sources described a 
rnucotcs meeting in the 
office ofMaj&ty Whip 
Tom D e w  yestudmy, 
during which several 
Members were highly 
criticul of Hastert's 
comments and the \ 

merall pe$mmnce of 
his leduship team. 

1 
. ' 1  

I 

I 

questedanonymity. "He's not in any 
trouble, but there are a lot of ques- 
tions about what we'll do next es- 
pecially after what he said on Sun- 
day. 1 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 ofices. includ- 
ing Hasten's. in the past 48 hours to 
complain that the Speaker appeared 
weak-kneed and rudderless' on . 
CBS' "Face the Nation",over the 

Continued on page 13 
. .  

i By Ed HenT 
rdrborough Fair. 
Huu.w Rcpub licm 

I 
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w a k n d  and hat Republicans ae in danger 
of srlf-desvucling. "I have iicver h w d  h c  
Confcrence at large bitch his much." said one 

The wunxsddescribcd a raucous meeting in 
the ollicc of Majority Whip Tom k L y  (R- 
Texas) yestcrday, during which wvcral hlciii- 

iiicnh and Iheovcr;lll purfomiccof his 1 4 -  
ership t a n .  

"Mcnikrs of IJK whip team were mow 
upci and more c o n c e d  him h y ' v c  been 
in a long time." said one pmic ip t .  Rep. Gil 
G u h c h t  (R-Minn.) s u c d  Lhr: griping lrnJ 
scvcrd o k r  Members chiirxl in, pmici- 
p;urb mifirmed. Gulknecht's oftice denial 
nuking ;my critical comnunts. 

In ;uldilion. sevcrd conservatives. many of 
whom instigiucd h e  coup aticinp against 
Bun-Spc;rkuNNGingrich(RGa.)in 1997. 
huddld for a Iate-Monday grip session lrnJ 
lefi feeling hat things could quickly go fmm 

'This p k  is hopeless. ... When will we 
get mi leadership? Ih se  wece hc concerns 
exptrsrcrl in he mting." said Rep. Mark 
!Sanford (R3.C.). who attcndcd h c  gahcring' 
aloiig wih GOP Reps. Stcve Largcnt (Okh.). 
Toin Cdyrn (Okh.), Lindsey Grahiun (S.C.) 
a id  several others. Hastcn spokc?iiii;ur John 
FLvhcry refuscd tocoiiiincnton hcciunpign. 

Scvenl Members said Hastert has infunat- 
rd conservatives by caving in on ~ i l x  cub, 
hmking his promise to never bust the budget 
caps aid yielding h e  llmr tti Ixiiwuras so 
I l r y  cui  pis many of their popular a p n h  
itenis. '. 
GOP stmegists said Ihc p i y  will self-dc- 

stiuct if it b d s  its illost p)puliu; poll-tatd 
idea: ii pledge to never sgaiii spend Scrial Sc- 
curiiy su'rplusdollars. which Republicanscall 
a lockbox. henx Ihe inulhnulliondolhr Id 
uipign. an ide;l iiuny Rcpuhliui dmit 
is risky. 

"Wc will ncver 'dip into Social Security. 
Ever. This is H a e n  putting our money where 
his iiiwh is by puning millions of dollars be- 
hind his." said one Iderstiip source. 

But not everyone in the pay Icdcirhip has 
ntr  signd oIT entitrly on h e  campaign and 
Jicre a p p u s  IO bc sonic dispute over how 
iiiuch iiioncy National Rcpuhlicaii Congas- 
sioiial Coiiuiuttee ChinnimToiii Davis (Va.) 
is willing to spend. if any. on the advmising 
ctiiiipinent. 

"Suiiicotlwrleaden wimt iiieiopy for this. 
lrui iiti dwisibn has brvn iiiadc..!' uid Davis. 
who added hat  h e  NKCC's rawutivc: h d  
iiiiisi lint appmve h e  plm. 

I Itiwcver. Davis stid h e  iiidia campaign 
will iiiitiallyt~clat lc~\isia Dciiiisrilissi;ur- 
iiig as early us his week. 

Ihc liiai wave of llJs will likely air in ;he 
di~tricitil'vulnrrablc kriitumssuchas Rep. 
I k i i i i i s  h.loiire (Kan. 1, SIiclley L(erklcy 
i N c v . ~ .  hlikc Fodxs(N.Y.). Kush llt)lt(N.J.), 
JIK Il~r~.l'lcl (Pa.) iuid Jay I~ialec (\\':lsIi.). The 
wiirccs cauiiuiid die iuget list ciiuld ~li;iiigc 
;iiiil cuuld Ix: twcAcd to pressure slxcilic 
hlciiilxrs during ~ h c  iipciiiiiiiig :ilipitipria- 
111i11s shllwdowll. 

'llic caiiipigii, ilccordiiig io s~ii~ivcs. is ~ l i c  
iilxiiiiig salvo iii ii p i d  nicdi;i Irliir I<cpullli- 
L.;iii\ pluii tiwciiiploy lodcliiic iliciiiaclvcs IC-  
LiIc luiiiiiig Jic riagc over io GOI' prcsitlcii- 
I I : ~  I'riiiitiIiiiiicrGci)l~c W. Huali Iilliiwiiig ilic 
New 1 hiipsliirc priiirq. "Wc'ic i l c d  if we 

\;iitl ;I lc:iilcntiip ~ ) i i i ce .  
I h i s  d s i i  suggested tlic piiitl iiicJi:i L';IIII- 

~ r . i i ~ i i  ciiiild ctiiiiiiiuc i i i l o  I I~. \ I  1.111. 
"llisic'a iioclcucr liiilii 111 coiiiiiiiiiiic.;liit in> 

i I i ; i i i ~ i : i i i I i i i c d i i l ~ ; u i ~ ~ ~ i c t c ' ~ ~ i ~ i ~ ~ ; i ~ ~ ~ ~ ~ ~ ~ i ~ ~ ~ ' ~  
ii ic>~igc his \v;iy," ~ t l  ;IIIIII~I~I tc.ilIL.i4iIp 
NIIIIL.~'. "Our .\O-xctiiiil ;I,\\ \vi11 iii;ikc i\ .:\wII. 
lI.IIIlI! L k ; U  1l1;11 \\e IwllL.\c 111 \IIIIIcI1IIII~." 

'I'llc. XI<('(' \\Ill 1111l IIIL. .lIl\. I I IC  \ l l l l l i S \  

\:11.1. ; I I Ir l  0;iy Iill llle L~.llll~l:ll.L'll. \\'Id< \lllllc 
. ' - i ~ . & i ~ g i s i s  ili1111 II'\ i1.A: I:, \lcid XKC'C' 

. .  . 
' . Icadcnhipsotuce. 

~ e t r  highly ~rit i~al of H~ISWI'S ~iil- 

. bad 10 unfixable. 

' 

tllll;'l .rliows voIcIY we hc.llcvc 111 a,llllclllil~g." 

funds so &y, scvcrd k;dership ~~IIUS said 
IIikiLa& OZLmy and olha leakas wiu likely- 
hold special fuorL-.L;ing events IO f m  he 
pmgmm.ifnecesury. . 

In d i t i on  (O running the a h ,  h e  NRCE 
is also expecled (O set up a communicalions 
"war mpm" to counter giy Democratic at- 
tcnipts to'diuort ils nus..ge. 

Ihlocrats dismiss he pl;mned ad can- 
paigii M too little. 100 I~Ic. 

"1998 showed how dl he  nloney in he  
world cmno~ sell a fu-endly flawed 
iiiess;rge."said John Del Cec;lto. aspoktsnrvl 
for h e  Democratic C o n p s s i o d  Campaign 
Comniiuee. "And it will cost Republicans 
even inore IO sell a lie." 

Del Cecato +so compvcd it h e  NRCC's 
failed '0pCr;uion B d w t . "  a major ad c m -  
paign designed to help GOP incuiiibnts dur- 
ing he k t  election. 

Several GOP leadership sources also 
smngly questioned w k h e r  Republicans can 
convince anybody that hey won't sped So- 
cial Security dollars akr  Clinton has uped 
ohenvise for months. But Haen ;ind coin- 
pimy think it's a gmble they can win. 

They plan to buttress k ad cimipaign with 
acomprehensivecominunic;rtions plan. GOP 

runoipgrhrroanpawnd&k~md 
is calling it the 'Stop the Raid" 

Beginning .today, Republican lawmakers 
;m: king u q d  to liold at least lhrrc events in 

'We b i a u  i i i  particular 
this year woiild be extrrr 
hard, bilt that doesn't 
nierrri yoir sliotildn't 
strive for it,'snid Senate 
Mnjority Leader Trent 
Lott. 'You shoiild always 
strive for ari A, but if 
yoii get a B,  you don't go 
out nnd coinrnit suicide.' 
their disVicts during October. when chc bud- 
get fight wih Clinton luKt h e  Dunoaatr is 
expected to hit iLs high water mark, IO foul he  
GOP's position on k i d  Security. 
, Menibea arc being urged 10 send out 

ncuslcttcn urd d i w t  iiuil w wiiior citiuns 
D help gain heir support. 

In order to hclpeiisun! h1einb.n pmicipic 
in h e  enbn. Rep. Jxk.Kiiigston (RGa.) hits 
h x n  &signed h e  u k  of whipping up sup 
pon lor thc gmuiidc;uiipaign. Hsien ha also 
s i i t  a letter to every h1c.iiibc.r wing  hrni to 
paniciiu1e. 

Majority Leader Richard Ariiiey (R- 
Te~as). who uagI the ruu of hr GOP I d -  
enhip to issue a sutciiient yestenJay, triterat- 
iiig h e  p;rrry's p i t ion  UII Strial Securi~y. also 
plans to issue a daily message on he topic. 

"We n d  to drive a positive. consistent 
message bat  delines Republican priorities." 
said a senior GOP Confcrencr saler. ''Ilk 
is a joint dTiirt hy h cnutc Iukrship and we 
hope all hlenibn kconle involvd." 

hgcnt.  a leading GOP conwmative. wit- 
erited h e  view that Hwert isn't aboul to be 
oustd. hut did say Meinben iue comrnd 
a b u l  h e  dimtion h e  dehe  is i;rking owr 

'%E is some fmuation h u i  how his 
hing is evolving." said Lxgeiit of Ihc: budget 
edgune. Wc'rc now coining down to he  last 
h, four wedis of h e  session. and we'll see 
what's what." 

Swid security. 

Lott, Domenici Put Blame onClinton 


