
 
 
 
 
 
November 10, 2003 
 
Evelyn A. Petschek 
Commissioner 
Tax Exempt and Government  
   Entities Division 
Internal Revenue Service 
1111 Constitution Avenue, NW 
Washington, D.C.  20224 
 
  BY FAX: 202-283-9973 
 
Dear Commissioner Petschek: 
 
 We are writing to request that the Internal Revenue Service (IRS) investigate 
apparent violations of the reporting requirements of Section 527 of the Internal Revenue 
Code by Texans for a Republican Majority Political Action Committee (“TRMPAC”) 
and its related entity, Americans for a Republican Majority Political Action Committee 
(“ARMPAC”). The potential violations of the code include: 
 

• TRMPAC has ceased filing reports on its fundraising of corporate money with the 
Internal Revenue Service (Form 8872); 

 
• TRMPAC has not filed reports of comparable information with the Texas Ethics 

Commission, the state disclosure authority in Texas, as otherwise required by the 
Internal Revenue Code; 

 
• TRMPAC has not fully and accurately disclosed its association with ARMPAC 

on its Form 8871 filed with the IRS; and 
 

• ARMPAC has failed to identify at least some of its major contributors, including 
Bacardi and Epiphany Productions. 

 
 

TRMPAC Fundraising Activities 
 

 Texans for a Republican Majority (EIN #74-3014202) is registered with the 
Internal Revenue Service as a 527 organization, which requires it to file Form 8872 
listing its contributions and expenditures on a regular basis. [See Attachment A, Form 
8871, “Texans for a Republican Majority.”] The committee was formed on September 5, 
2001 by Rep. Tom DeLay (R-Texas) for the purpose of promoting Republican 
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candidacies in Texas state elections. The committee was organized as a state-based 
version of DeLay’s former national soft money group, Americans for a Republican 
Majority.  Rep. DeLay appointed one of his top political aides, Jim Ellis, as Director of 
TRMPAC. 
 
 TRMPAC had seemingly complied with its reporting requirements up to 
November 23, 2002. TRMPAC’s annual Form 990 shows that the committee raised a 
total of $1,379,779 and spent $1,418,499 during the 2002 calendar year. [See Attachment 
B, Form 990, “Texans for a Republican Majority.”] The committee’s last Form 8872 filed 
with the IRS covers the period October 17, 2002 through November 23, 2002. [See 
Attachment C, Form 8872, “Texans for a Republican Majority.”]  
 
 TRMPAC maintains two financial accounts. One account consists of donations 
from individuals (“hard money”) consistent with Texas election law. The second account 
consists of corporate donations (“soft money”) prohibited to be used for electioneering 
activity under Texas  state elections law, though the corporate funds may be used to pay 
for “administrative expenses” under Texas election law.  Whether or not these corporate 
funds were indeed used to pay for only administrative expenses is a subject of an on-
going investigation by Texas state authorities and a separate lawsuit, and is not the basis 
of this complaint. 
 
 Most of TRMPAC’s funds have come from corporate sources. According to an 
analysis by Jake Bernstein and Dave Mann, TRMPAC collected $751,285 in soft money 
that allegedly paid for “administrative expenses” and was not reported to the Texas 
Ethics Commission. [See Attachment D, Jake Bernstein and Dave Mann, “The Rise of the 
Machine,” The Texas Observer, August 29, 2003.] Texas election law in 2002 and 2003 
did not require that corporate donations and expenditures for administrative expenses of a 
political committee be reported. Sections 253.100 and 254.151 of Texas statutes have 
since been amended to require state political committees to report such soft money 
contributions and expenditures as of January 2004. 
 
 Corporate funds raised or spent on behalf of TRMPAC at the end of 2002 and 
through 2003 have not been reported to any elections agency in Texas or to the IRS. 
TRMPAC has not filed any Form 8872s reporting either contributions or expenditures 
since December 2002.  This failure clearly violates section 527(j) of the Internal Revenue 
Code, which specifically requires that all contributions and expenditures be reported 
either to a state disclosure agency or to the IRS. 
 
 Meanwhile, TRMPAC has continued raising funds for its operations from 
corporate sources. Though there are no disclosure records to document how much 
corporate money TRMPAC continues to raise, and how that corporate money is being 
spent, a fundraising event held by TRMPAC on February 24, 2003 makes it clear that the 
group’s soft money fundraising practices have not changed. 
 
 The fundraising event, held at the Four Seasons Hotel in Austin, Texas, was 
touted as a “Salute to Texas Women in Leadership,” and made explicit appeals for 
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corporate underwriters for the event. For a $5,000 contribution to TRMPAC, corporate 
underwriters were awarded special recognition at the event, seating for 10, and corporate 
signage displayed on the underwriter’s behalf. [See Attachment E, “Salute to Texas 
Women in Leadership,” fundraising invitation.] 
 

Brady-Lieberman Law (H.R. 5596) 
 
 As a result of a change in section 527 of the Internal Revenue Code in November 
of 2002 (H.R. 5596), Section 527 groups are now exempt from filing Form 8872 with the 
IRS upon satisfying specific criteria. These criteria are: 
 

• Section 527 groups are exclusively involved in state elections;  
 
• The state requires that each hard and soft money contribution and expenditure be 

reported to state disclosure authorities, comparable to the financial information 
required to be reported under the Internal Revenue Code; and 

 
• Section 527 groups report all comparable hard and soft money contributions and 

expenditures. 
 
 The statute explicitly provides that a state-based Section 527 group is exempt 
from duplicative reporting with the IRS only if the state requires that comparable 
financial activity be reported to the state election agency. According to the statute, a  
“qualified state or local political organization” is exempt from reporting with the IRS 
only if the organization:  
 
 “(ii) . . . is subject to State law that requires the organization to report (and it so 

reports)--  
    

 (I) information regarding each separate expenditure from and 
contribution to such organization, and  

  
(II) information regarding the person who makes such contribution or 
receives such expenditure,  

 
 which would otherwise be required to be reported under this section, and  
 (iii) with respect to which the reports referred to in clause (ii) are (I) made public 
by the agency with which such reports are filed, and (II) made publicly available for 
inspection by the organization in the manner described in section 6104(d).”  
 26 U.S.C. § 527(e)(5)(A). 
 
 Sponsors of H.R. 5596 also were explicit in floor debates over the amendment to 
the Internal Revenue Code that only duplicative reporting requirements by state and 
local groups exempt such groups from IRS reporting requirements. As Sen. Joseph 
Lieberman (D-Conn.) stated for the Congressional Record:  
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“[W]e are granting an exemption from the Section 527(j) contribution and 
expenditure reporting requirements to some of these organizations, but 
only if they can meet certain strict requirements. The group’s so-called 
exempt function activity must focus exclusively on state or local elections; 
a group that engages in even the smallest amount of activity related to a 
federal election will not be entitled to this exemption. The group also must 
file with a state agency information on every contribution and expenditure 
it would otherwise be required to disclose to the IRS. This requirement 
ensures that Congress’ conditioning of tax exemption on complete and full 
disclosure is not compromised.” [See Attachment F, S10779, 
Congressional Record (October 17, 2002)].  

 
 It is evident that the financial information required to be disclosed under the 
Internal Revenue Code in Form 8872s is not comparable to the information required to be 
filed with the State of Texas.  In the forms TRMPAC is required to file with the Texas 
Ethics Commission – called General Purpose Committee Campaign Finance Reports or 
“GPACs” – TRMPAC lists only individual and political committee contributors; no 
corporate contributions or expenditures are filed. Given that the State of Texas thus far 
does not require section 527 groups to file and disclose their soft money contributions 
and expenditures, the Internal Revenue Code, as amended, requires that TRMPAC report 
those contributions and expenditures on a regular basis – which TRMPAC has ceased to 
do.   
 
 Even if the reporting requirements of Texas law were comparable, TRMPAC has 
never filed an 8871 claiming that it is exempt as a qualified State or local political 
organization.  Section 527(i)(3)(E) specifically requires that any exemption from 
reporting requirements be claimed by an organization in a notice filed with the IRS. 
 

Related Entities 
 
 On TRMPAC’s Form 8871, Treasurer John Colyandro stated that TRMPAC has 
no related entities (See Form 8871, Attachment A).  The IRS has defined “related entity” 
to include those entities that have “substantial common direction or control.” [See 
Attachment G,  IRS Publication No. 4216 (7-2003) at 21.] Contrary to this assertion, 
TRMPAC shares at least one director, Jim Ellis, with the non-federal arm of ARMPAC. 
[See  Attachment H, “‘Soft’ funds helped fuel House flip,” Dallas Morning News, June 
29, 2003.]  In addition, TRMPAC was originally created with $50,000 of ARMPAC 
funds. [See “Rise of the Machine” at 5, Attachment D.]  Accordingly, Mr. Colyandro’s 
statement that TRMPAC and ARMPAC are not related entities under the definition of the 
Internal Revenue Code is incorrect.  
 
 In addition, ARMPAC, TRMPAC’s unclaimed but related ent ity, has failed to 
name all of its contributors on its 8872s.  Two separate analyses have revealed unreported 
contributions to ARMPAC. In an October 7, 2003, letter to the IRS, Melanie Sloan noted 
that ARMPAC failed to name Bacardi as a major in-kind contributor. In an analysis of 
fundraising events hosted by lobbyist Mitch Delk and organized by Epiphany 
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Productions, Inc., Public Citizen noted that at least two fundraising dinners to benefit 
ARMPAC, which occurred on March 20, 2002 and on September 18, 2002, went 
unreported.  [See Attachment I, “FEC Complaint filed by Public Citizen v. Mitch Delk 
and Epiphany Productions, Inc.”]   
 
 Given TRMPAC’s failure to file the required IRS forms, its failure to file 
comparable reports with the Texas Ethics Commission, its failure to name ARMPAC as a 
related entity and ARMPAC’s own inadequate filings, we respectfully suggest that a 
forensic audit of ARMPAC and TRMPAC is appropriate.  It is imperative for full and 
open disclosure of the financial activities of section 527 groups that the IRS enforce the 
reporting requirements of the Internal Revenue Code applicable to TRMPAC.  
 
 If we can be of any further service, please do not hesitate to call on us.  Thank you 
for your consideration. 
 
 
Sincerely, 
 
 
Melanie Sloan 
Executive Director 
Citizens for Responsibility and Ethics  
     in Washington 
Washington, D.C. 20036 
TEL: 202-588-5565 
FAX: 202-588-5020 

 

 
Frank Clemente 
Director 
Public Citizen’s Congress Watch 
215 Pennsylvania Avenue, SE 
Washington, D.C. 20003 
TEL: 202-454-5190 
FAX: 202-547-7392 
 

 

Craig Holman 
Legislative Representative 
Public Citizen’s Congress Watch 
Washington, D.C. 20003 
TEL: 202-454-5182 
FAX: 202-547-7392 

 

Encls.  



 
 
 
 
 
 
 
 
 
 

Attachment A: 
 

Form 8871, “Texans for a Republican Majority” 







 
 
 
 
 
 
 
 
 
 

Attachment B: 
 

Form 990, “Texans for a Republican Majority” 







































 
 
 
 
 
 
 
 
 
 

Attachment C: 
 

Form 8872, “Texans for a Republican Majority” 





















 
 
 
 
 
 
 
 
 
 

Attachment D: 
 

Jake Bernstein and Dave Mann, “The Rise of the Machine,” 
The Texas Observer (August 29, 2003) 



         

 
 

   
      

 
Feature: 8/29/2003  

The Rise of the Machine  

How a small group of politicians and 
corporations bought themselves a legislature  

BY JAKE BERNSTEIN AND DAVE MANN 

The facts are widely known. An unprecedented coordination 
between the Republican administration and big corporate interests 
held the country tightly in its grip. In most instances, the machine 
simply enjoyed the exercise of raw power with little effort to justify 
its actions. Come election time though, the party of privilege and its 
moneyed patrons drowned out opponents with the sheer volume of 
their propaganda. Never before had so many dollars been spent to 
mass-market a political image. Above all, the machine pushed the 
message that it was the true guardian of patriotism, indistinguishable 
from the Stars and Stripes. Then, once in power, it opened the 
public treasury to a rapacious corporate elite.  

As conditions worsened for a growing underclass, the victims of the 
system felt powerless to change it. Several years back, an effort to organize a viable national 
third political party to counter the corporate control had failed. And now, business lobbyists 
dictated the law at every level. Legislation was cooked behind the closed doors of private clubs 
and then passed into law. While the lobby fought ferociously against any check on its 
prerogatives, it had a special distaste for new corporate taxes. Aided by its legislative enablers, 
the corporate elite indulged in a natural inclination toward monopoly–especially when it came to 
media and transportation. 
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In Texas in 1905–about the time all this was 
happening–miraculously, some reform crept 
through the state legislature. Farmers, laborers, 
women, and prohibitionists had joined together to 
make the Lone Star State one of the centers of the 
populist movement. To stymie them, business 
lobbied the legislature under the umbrella of the 
Federated Commercial Clubs of Texas. Despite the 
FCCT’s efforts, during the 1905 legislative session 
the reformers passed laws to raise taxes on the 
intangible assets of corporations, to tax the gross 
receipts of insurance companies, and to create 
franchise taxes on the stock and profits of 
corporations. 

Without doubt one of the most meaningful reforms 
of the period came during a special session that 
year. Rep. Alexander Watkins Terrell, a former 
brigadier general, spearheaded legislation to 
prohibit corporate donations to political campaigns. 
Terrell hoped to starve what he called the "corrupt 
machine politicians" who gorged themselves on 

special interest money. The law would also protect shareholders. It stopped company officers 
from using corporate funds to contribute to political races without stockholder consent. The 
Texas measure predated a similar prohibition at the federal level by two years. But unlike the 
federal law, which would simply ban corporate money, the Texas statute also prohibited "in-
kind" gifts of goods and services such as office space, staff time, and polls. 

Fast-forward almost 100 years. In Austin, Texas, home to the Public Integrity Unit of the Travis 
County District Attorney, a grand jury is empanelled. Its mission is to investigate one of the most 
audacious electoral efforts seen in Texas since Lyndon Johnson stole the 1948 U.S. Senate 
election from Coke Stevenson. The inquiry revolves around whether business leaders and 
Republicans–including possibly U.S. House Majority Leader Tom DeLay (R-Sugar Land)–
conspired to break state law to funnel corporate cash into local elections. At the center of the 
scheme is the Texas Association of Business (TAB), which purports to represent business and 
chambers of commerce, but in reality has become a de facto appendage of the Republican Party. 

Although Travis County District Attorney Ronnie Earle launched his inquiry in December 2002, 
TAB lawyers have prevented a complete airing of the facts, delaying the grand jury’s work with 
a series of appeals. While the full picture of the multi-million-dollar operation has yet to be 
revealed, what is beyond dispute are the results of the machine’s activities. In 2002, for the first 
time in 130 years, Republicans won a majority of seats in the Texas House. These winning 
candidates did not resemble your grandmother’s GOP. By systematically marking for elimination 
moderate Republicans in contested primaries, the TAB and DeLay furnished a right-wing 
majority guaranteed to elect their anointed candidate for Speaker of the House, Tom Craddick 
(R-Midland). What transpired in the legislative session that followed is public record. Under 
Craddick, wielding his Republican majority like a cudgel, the Texas House passed legislation 



that saved their corporate patrons hundreds of millions, if not billions, of dollars. 

hose who know Bill Hammond characterize him as "a true believer." The 55-year-old 
president of the Texas Association of Business fought for Republican causes like 

deregulation and school testing long before they were fashionable. During the campaign, he was 
the frontman for the TAB’s electoral strategy. Hammond flew around the state shaking down 
corporate executives. And after the election, he could be seen hovering outside the legislative 
chamber as lawmakers enacted the TAB’s agenda. Currently, TAB lawyers are engaged in a 
tenacious struggle to keep Hammond from having to testify before the Travis County grand jury. 
Even though some doubt whether the tall and portly president deserves the credit for authorship 
of the TAB plan, if there is to be a fall guy in this tale of alleged wrongdoing, it could well be 
him.  

The former owner of an awning company, Hammond served four terms in the Texas Legislature 
in the early 1980s. It was a good time to be a state representative. The economy was booming. 
Hammond became close with a tight-knit group of fellow members who shared both youth and a 
conservative ideology. A number of them lived in a house they dubbed "Macho Manor." And 
while the thought that some day they would become the political bosses of Texas would have 
been laughable then, that is in fact what happened.  

The class of 1983 in the Texas House included Hammond, Tom DeLay, Tom Craddick, the 
current Speaker’s gatekeeper- lobbyist Bill Messer, Republican consultant Bill Ceverha, and Gov. 
Rick Perry’s chief of staff Mike Toomey. By the following session DeLay had moved on to 
Congress and a future governor, Rick Perry, then a West Texas Democrat, joined the group. 

Twenty years later, these players–and some new faces–were in place to create a political dynasty. 
Karl Rove, with an assist from the U.S. Supreme Court, had deftly maneuvered George W. Bush 
into the White House. Tom DeLay was soon to become U.S. House Majority Leader. His 
vindictiveness, unmatched even in Washington, D.C., had earned him the nickname, "The 
Hammer." DeLay’s ability to control a seemingly endless flow of campaign cash made him one 
of the most powerful politicians in Washington.  

Perry had switched parties, scaled the steps of Texas politics, and slid into the governor’s 
mansion in January 2001 as a replacement for George W. Bush. His close friend Mike Toomey 
was one of the most influential lobbyists in Austin with a client list that 
included among others AT&T, large insurance companies, and Enron. 
The long-suffering Tom Craddick had risen to Republican caucus chair 
and desperately wanted to be House Speaker. A cadre of former 
legislators-turned- lobbyists, all seemingly named Bill, stood ready to 
volunteer their expertise and reap the rewards of victory.  

The stage had been set. Thanks to Rove, Bush, and Democratic 
bungling, Texas had tacked hard to the right. For years, Texas 
Republicans struggled to displace the Democratic majority in the 
statehouse. Leading the charge was the Houston-based Texans for 
Lawsuit Reform (TLR). The group had funded loosely organized 
attempts to overthrow Speaker Pete Laney (D-Hale Center), whom they 
believed had not sufficiently embraced tort reform. Not only would such 



legislation free business from costly lawsuits, it was a natural for Republicans since it 
targeted a pillar of Democratic funding: trial lawyers. TLR and the TAB had joined for the 
first time in 2000 to oust Laney, spending $1.4 million and $30,000 respectively. They had 

whittled the Democratic edge in the House down to six seats but had fallen short of total victory. 

The 2001 legislative session, coinciding as it did with the census, brought redistricting. During 
the session the Republican-controlled Senate stopped a House redistricting plan. This allowed a 
GOP-dominated legislative redistricting board to draw a highly favorable map. But even with 
legislative districts slanted in their favor, the machine needed a big margin of victory in order to 
install Craddick as Speaker and not some moderate Republican. 

In a press release immediately after the November, 2002 general election, Hammond would 
recount boastfully: "There was a unique opportunity to change the face of the legislature. [TAB] 
made a decision to participate on an unprecedented level. That is why at the close of the session 
in 2001, TAB devoted all its efforts to raising money to promote pro-business candidates in key 
House and Senate races." 

The TAB needed money quickly and in a quantity most easily found through corporate sources. 
Under Terrell’s 1905 law, a corporation can’t spend its own money for non-administrative 
election activities, even for its own political action committee. Hammond desperately wanted to 
tap corporate funds. But how to spend that money and not run afoul of the law? The TAB 
couldn’t use its regular political action committee. State law makes it a third-degree felony to 
knowingly give corporate money directly to a candidate.  

TAB lawyers advised that the group could promote the candidates it liked and vilify those it did 
not simply by using "issue ads." TAB lawyer Ed Shack explained in a letter to potential donors 
that federal courts had ruled that independent organizations like the TAB could legally produce 
"issue ads" with corporate money so long as the mailers were designed simply to educate voters–
not advocate for the election or defeat of a candidate. It’s a fine line. The TAB would naturally 
be advocating for Republican candidates. (The organization did endorse one Democrat: John 
Sharp, a candidate for Lieutenant Governor who seemed guaranteed to win election but instead 
lost to David Dewhurst.) 

The trick, according to Shack, was to avoid certain "magic words," which some federal courts 
have defined as obvious "express advocacy," words and phrases such as "vote for," "elect," "cast 
your ballot for," "defeat," and so on. As long as the TAB avoided these magic words, corporate-
funded direct mail, phone banks, push polls, or any other election effort could say just about 
anything. Although the TAB availed itself of all the different means of expressing its views, the 
group focused primarily on glossy, lushly colored mail pieces. Finally, Shack explained, the 
campaign had to be truly independent. The TAB couldn’t coordinate with Republican campaigns 
on the timing and content of corporate-funded mailers. Such coordination would constitute in-
kind contributions, an illegal use of corporate money for campaign activities. If it followed these 
two guidelines, Shack wrote, the TAB could legally use corporate money for its attack ads and 
never divulge the origin of the cash. 

But, as Shack noted, there was one caveat: The legal definition of express advocacy is not clear. 
The U.S. Supreme Court has never defined it, though it may do so this fall when it rules on the 
McCain-Feingold campaign finance law. By clinging to the so-called magic words test, the TAB 



took a calculated risk. 

In the general election, the TAB targeted 22 House races and two Senate races for its issue ads, 
spending a total of $1.9 million in corporate money. But the TAB was not the only entity 
funneling corporate cash to the same group of Republican candidates. 

On September 5, 2001, Tom DeLay formed an Austin-based political action committee whose 
mission was stated plainly in its name–Texans for a Republican Majority (TRM). TRM was a 
carbon copy of DeLay’s Americans for a Republican Majority PAC that has helped elect 
conservatives to the U.S. House for years. DeLay appointed one of his top aides, Jim Ellis, a 
director of TRM. The group’s treasurer was Bill Ceverha, another well-connected former 
Republican lobbyist who, while a member of the House, co-founded the Texas Conservative 
Coalition. Ceverha works principally on behalf of Dallas businessman Louis Beecherl, one of the 
state’s biggest Republican benefactors. Beecherl first hired Ceverha in 1988, when Beecherl 
successfully killed a Dallas light-rail referendum. 

Later in the fall of 2001, TRM received $50,000 in seed money from DeLay’s Americans for a 



construction magnate Bob Perry. Perry (no relation to the governor) is an ardent 
opponent of the civil justice system, and not surprisingly, a perpetual focus of lawsuits. 
He was the largest individual Republican donor in the 2002 cycle, writing close to $4 

million in checks to various Republican campaigns and PACs.  

But exactly how much money flowed through Texans for a Republican Majority depends on 
which documents you look at. According to IRS documents, TRM received $1.5 million in 
contributions and spent $1.4 million during the 2002 election cycle. That’s nearly double what 
TRM told the state ethics commission it raised and spent, even though the Austin-based TRM 
was actively involved in Texas campaigns and bound by state disclosure laws. But there’s more 
going on here than reporting errors. Of the $751,285 in contributions TRM didn’t report to the 
state, at least $602,300 (80 percent) was corporate money. This creates the appearance that 
DeLay’s PAC may have poured illegal corporate money into Texas campaigns and hid it from 
state election officials. 

DeLay aide Jim Ellis insists there is a simple explanation for the discrepancy between what TRM 
reported to the state ethics commission and what it filed with the IRS. TRM, he says, operated 
with two distinct accounts. One account, known as TRMPAC, functioned like any other PAC, 
raising hard-money contributions from individuals and other PACs and using that money for 
electioneering–all of it reported to the Texas Ethics Commission. The other account was 
registered with the IRS. It housed $751,285 in mostly corporate (or soft) money that went for 
"administrative expenses," which he says doesn’t need to be reported on the state level.  

Campaign watchdogs disagree. While some of TRM’s corporate money was used for legitimate 
administrative expenses, much of it went for political polls and consultants. Critics argue that is 
electioneering and should be paid for with hard money. Using corporate cash for polling and 
consultants allowed TRMPAC to spend more hard money on donations directly to candidates, 
potentially an in-kind contribution. "If political workers, consultants and polls are ‘administrative 
expenses’ then there is no corporate prohibition in Texas," asserts Fred Lewis of Campaigns for 
People. "No state has ever interpreted administrative expenses as political workers or political 
goods and services." 

At first glance, it’s easy to underestimate Jack Stick. At 37, he has boyish good looks and often 
wears slightly oversized suit jackets that give him the look of a child play-acting politician. But 
that exterior belies the tenacity of a man who served nine years as a local and federal prosecutor. 
In 2001, Stick leapt into the Republican primary for the newly created House District 50 that 
spans the conservative- leaning suburbs north of Austin.  

"I knew I was going to win," Stick says. "I believed if I talked to enough people and told them 
what I wanted to do and what my ideas were, they would give me a shot."  

One of the few people who seemed to share Stick’s optimism was lobbyist Mike Toomey, who 
gave an early $500 contribution. To most observers, though, Stick’s initial run for office looked 
doubtful. Stick was a young political novice unknown to most voters. His campaign lacked the 
money necessary to overcome that anonymity. Relying on his own savings and donations from 
his friends, Stick spent $24,000 in the month before the primary. In a competitive four-way 
Republican primary that included Bob Richardson, a well- funded former state legislator, Stick 
seemingly had little chance.  



And indeed, Richardson handily won the first round of voting on March 12, 2002. Stick finished 
second, outlasting businesswoman Kris Gillespie by a mere 90 votes to squeak into a runoff with 
Richardson. The second round of voting was just a month away. Stick again faced long odds. But 
that’s when Stick’s fortunes began to turn.  

In early April, Stick found himself on the receiving end of a $5,000 contribution from Texans for 
a Republican Majority PAC. TAB’s political action committee chipped in $1,000. Texans for 
Lawsuit Reform added $500 and Bob Perry gave $2,500. Then came the mailers. The TAB and 
its political action committee flooded the district with five separate attack ads against 
Richardson. One lambasted the conservative Republican as a liberal personal injury attorney. 
Another labeled him a "wolf in sheep’s clothing." "Bob wants you to think he’s a Republican, 
but the truth is that Bob makes a living off of suing people," the ad read. "Bob Richardson is one 
wolf we need to keep out of the Texas Legislature." DeLay’s PAC mailed out its own pro-Stick 
flier. It was clear that the machine had decided Stick was its boy. 

On April 9, 2002, Stick–a lost-cause candidate just two months before–routed Richardson in the 
runoff election, winning 69 percent of the vote to reach the general election. (Almost half of the 
$326,652 Stick received for the general election came from the machine.) Stick insists that he is 
not someone else’s creation. "Did I talk to the TAB or Texans for a Republican Majority in terms 

of coordination? Absolutely not," he says.  

Stick wasn’t the only candidate in the primary to 
receive the machine’s largesse. The TAB and TRM 
backed candidates in 54 Republican primaries. The 
groups’ money and mailers carried 48 of those 
candidates to victory. In the runoff, the TAB and 
TRM targeted 12 runoff races in the same way. Nine 
of the 12, including Stick, reached the general 
election. In all, the TAB claims to have sent out more 
than 500,000 pieces of mail during the primary season 
in support of its select group of Republicans. (Thomas 
Graphics, an Austin-based outfit with close ties to 

Karl Rove, printed those mailers, and all subsequent TAB ads.)  

The TAB paid for its primary campaigning out of two separate accounts. One belonged to the 
TAB’s political action committee, the Business and Commerce PAC (or, more hilariously, 
BACPAC). This account seemingly operated as any PAC would, using legal hard-money 
contributions from individuals and other PACs for campaign activities. But the TAB also used a 
second account, its general operating fund, to pool corporate cash for a series of attack ads. It 
refuses to divulge the identities of the donors or how much they gave to this account. 

Many of the primary mailers–including four of the anti-Richardson ads created to aid Stick–were 
paid for by BACPAC. According to state records, BACPAC spent just $40,000 on the primary 
campaign. In fact, Hammond was never all that successful raising money from individual donors 
for BACPAC, taking in a measly $135,000 in hard money during the 2002 election cycle. 
Tapping corporations with the promise that their contributions would remain anonymous proved 
much easier. While it’s impossible to know how much money the TAB spent in the primary, 



since it’s unreported, Hammond later bragged in a fund-raising letter that "the voter education 
direct mail program we implemented in the March primary was made possible with corporate 
money."  

Some of that corporate money may have come by way of TRM. In April 2002, TRM paid 
$10,200 into the TAB’s corporate fund, according to campaign documents. This payment, which 
most news accounts have overlooked, indicates TRM knew of and contributed to the TAB’s 
corporate-funded mailer campaign. It also shows the two groups were likely working closely 
together in their primary efforts. "We certainly liked the program they were doing," says DeLay 
aide Ellis, who characterized the two organizations as "allies." 

If in fact there was coordination between the political action committees and the TAB’s secret 
account, it helps make the case that this was a partisan conspiracy designed to funnel illegal 
corporate cash to a specific slate of candidates. 

For its part, TRM dumped more than $200,000 on the primaries between January and April 
2002, according to federal records. Among the expenditures was more than $13,400 in payments 
to the Rove- linked Thomas Graphics, presumably for TRM’s own direct mail campaign, 
including its one pro-Stick flier. The effect of these combined efforts was clear: The TAB, TRM, 
and Texans for Lawsuit reform had hit on a winning formula that cemented their grip on the 
Republican Party. So when the November general election rolled around, the Republican 
representative in almost every race would be a TAB-TRM candidate. Said one political observer, 
"What they did in the primary was a practice run for the general election."  

On August 21, 2002, TAB president Bill Hammond delivered a letter to a statewide conference 
of insurers. The missive, circulated to representatives of the state’s major insurance companies–
State Farm, Allstate, USAA, and Farmers–was at once a call to arms and a plea for cash. 

"As you know, the Texas Association of Business launched a successful voter education project 
during the March primary," the letter began. "Through a highly-targeted direct mail program, 
TAB made Texas voters aware of the voting records of a number of legislators–both good and 
bad. The November election is upon us, and we are preparing to do battle once again. There are 
at least 15 races that we plan to target. Every race we target will have two to four separate ma il 
pieces. Each mailing will cost approximately $17,500. While this program is costly, there is no 
doubt that this is a real opportunity to make a difference in the political climate in Austin." 

That last line likely caught the attention of many of the assembled executives. After all, it had 
been a tough year for the insurance industry in Texas. Profits were in free-fall, and the big four 
insurers had jacked up homeowners and car insurance rates, in some cases as much as 110 
percent. The state was descending into a full-blown insurance crisis: Farmers stopped writing 
homeowners policies and threatened to abandon the Texas market entirely. Insurance executives 
argued the rate hikes were caused by too many mold and water claims. In reality, independent 
analysts largely agreed the industry had lost big in the stock market and wanted to recoup losses 
by passing them onto consumers.  



real reform: forced rate rollbacks that could cost the insurance companies millions. If ever an 
industry needed the right political allies in power, it was Texas insurance companies in 2002. 
And, as luck would have it, here was Hammond asking them for money.  

Hammond wrote in his August 21 letter that the TAB had raised $650,000 for its planned "voter 
education program" in the general election and hoped to reach a million. "I hope you will 
consider asking your colleagues in the insurance industry to write a check for $50,000 or 
$100,000 to the TAB voter education effort." Just so they were clear what kind of campaign this 
was, Hammond added, "Contributions for this purpose are not reportable."  

During the next two months, the TAB raised $1.3 million in corporate money for its mailer 
campaign. It’s impossible to know which companies contributed since the TAB won’t release its 
donor list. But it’s likely money came from the big four insurance companies. Farmers 
spokesperson Michelle Levy strenuously denied that the company donated money to the TAB’s 
effort. Even if that’s true, Farmers helped finance the machine in other ways. 

Three months before Hammond’s letter to the insurance industry, in May 2002, an executive at 
Westar Energy discovered his company was about to make a political donation that, on its face, 
seemed rather odd. Westar Executive Vice President Douglas Lake didn’t understand why his 
Kansas-based energy company with no operations in Texas and no stake in the state’s elections 
would give $25,000 to a Texas congressman’s PAC that operates solely in Texas campaigns.  

"DeLay is from TX. What is our connection?" Lake emailed a colleague. Westar Vice President 
Douglas Lawrence responded that contributions to DeLay, Texas Republican Joe Barton, Billy 
Tauzin (R-La), and Sen. Richard Shelby (R-Ala.) were necessary to get "a strong position at the 
table" during a House-Senate conference committee hammering out a federal energy bill, 
according to documents unearthed by a federal investigation and first reported by The 
Washington Post. Westar wanted language added to the final bill exempting the company from 
certain forms of regulation. Even though Westar has no connection to Texas, the company 
needed DeLay’s approval. The price, Westar executives were allegedly told, would be a $25,000 
contribution to DeLay’s TRM. Lawrence wrote, "DeLay is House Majority Leader. His 
agreement is necessary before the House conferees can push the language we have in place in the 
House bill."  

Once Westar made all the donations, Barton slipped the desired Westar exemption into the 
energy bill. (When Westar came under federal investigation several weeks later, Barton quietly 
removed the language.) Though all four legislators flatly deny that Westar money bought 
legislation, Westar executives were clearly under the impression that a certain amount of cash 
sent to the right places, in fact, would get them what they wanted. The incident not only reveals 
the implied quid pro quo between corporate campaign cash and legislation, but it also illustrates 
DeLay’s power.  

It isn’t hard to imagine that many other non-Texas TRM contributors–such as the Washington, 
D.C.-based Alliance for Quality Nursing Home Care ($100,000), a consortium of 11 for-profit 
nursing home companies; Questerra Corp. ($50,000), a Richmond, Va.-based energy firm; and 
California-based Perfect Wave Technology ($15,000)–probably found themselves in a similar 
position as Westar.  



Those in the Texas market likely saw the efficacy of DeLay’s goals immediately. The Farmers 
employee PAC was one of TRM’s biggest benefactors, donating $150,000 in the 2002 cycle, 
according to state records.  

Insurance companies weren’t the only ones to sign onto the TAB/TRM plan. AT&T was another 
firm desperate for a more friendly legislature. It was widely known that telecommunications 
giant SBC would push a deregulation bill during the 2003 session to dislodge AT&T from 
Texas’ high-speed Internet market. This would have been a disaster for AT&T. High-speed 
Internet service is the crown jewel of the telecom industry, and ceding the Texas market to SBC 
would have cost AT&T billions. In the past, locally based SBC always got what it wanted in the 
Texas statehouse. Fortunately for AT&T, it had hired as a lead lobbyist a man who could tether 
AT&T’s fortunes to the prospective Republican leadership–Mike Toomey.  

AT&T spokesman Kerry Hibbs confirmed that AT&T 
donated corporate money to the TAB during the 2002 election 
cycle. "We don’t know what they used it for," he said. He 
declined to say how much AT&T contributed. Federal and 
state records show AT&T gave $20,000 to TRM. 

By most accounts, Rep. Ann Kitchen had a remarkably 
successful freshman term in 2001. The west Austin Democrat 
earned accolades in the Capitol for yeoman’s work on prompt 
pay and medical privacy bills. But in 2002, a stellar record 
would not be enough. 

Kitchen knew it would be a tough fight to win reelection. The 
GOP-controlled legislative redistricting board redrew her 
district to not only make it more Republican, but removed her 
home from it. Kitchen had to rent an apartment in the district 
in order to qualify as a resident. She knew her opponent, 
Todd Baxter, a former county commissioner, would likely be 
well funded by wealthy Republican backers. And although 
the Austin American-Statesman had endorsed her as " a 
proven success," the Texas Association of Business had not been as kind.  

In October 2001, the TAB, for the first time in its 75-year history, had released a legislative 
scorecard. In its ranking, the average score for Democrats was 37 percent while Republicans 
received an average score of 89 percent. The scorecard sparked public condemnation from some 
chambers of commerce along the border and several canceled their memberships. Under the 
TAB ratings, Ann Kitchen scored 27 percent.  

The TAB would use the ratings to great effect as part of its "issue" campaign against Democrats. 
"You don’t want to be seen as anti-business, especially in swing districts," notes one member of 
the Democratic coordinated campaign. 

A year after the release of the scorecard, with the election less than a month away, Baxter sent 
out mail pieces in the district attacking Kitchen’s record on state spending. Kitchen, in order to 
counter what she describes as misleading information, left recorded phone messages for voters. 



The very next day, a TAB phone bank also left messages directing voters to call it to learn "the 
truth about Ann Kitchen’s spending [and] taxes." On another occasion, Baxter sent a positive 
mailing outlining his stance on education. By the next day, voters received a mailer from the 
TAB attacking Kitchen’s position on education. 

Kitchen believes these two incidents demonstrate that the TAB at some level coordinated its 
advocacy campaign with Baxter, which would be illegal. "On the face of it, that all required 
coordination of message and timing," she says. 

Baxter denies that there was any coordination. "[The TAB] had independent expenditures that 
were totally unrelated to my campaign," he insists. 

These two incidents were both submitted by Kitchen to the grand jury in the form of an affidavit. 
The former representative is also a party to one of three civil suits against the TAB and TRM for 
their conduct during the election. It’s litigation, Andy Taylor, the TAB’s lawyer never misses a 
chance to characterize as "losing-candidate lawsuits." 

Taylor is a prime example of the incestuous nature of the TAB/TRM effort. It extends to family 
members of those involved and goes all the way to the White House through Karl Rove. In 2001, 
Taylor worked for then-Attorney General and Rove protege John Cornyn in the Republican 
redistricting effort. He then left to join the law firm of Locke Liddell and Sapp that represents 
Texans for Lawsuit Reform. Soon after, Cornyn hired Taylor to do the same redistricting work 
he did as a state employee, this time paying Locke Liddell and Sapp $804,478. Now Taylor is the 
chief lawyer and spokesman for the TAB. He also represents TRM in the civil lawsuits. This 
summer, Taylor is again the state’s outside counsel on congressional redistricting. 

Tom DeLay is another example. He picked his daughter Danielle Ferro’s company, Coastal 
Consulting, to raise corporate money for TRM. She received a total of $30,897 for her work. In 
essence, businesses that hoped to stay in the good graces of the U.S. House Majority Leader had 
to pay his daughter. 

Chuck McDonald, who has worked for Texans for Lawsuit Reform, created the TAB mailers. 
McDonald has said that Hammond instructed him to put the logos of TRM and an NRA-
sponsored group called the Law Enforcement Alliance of America (LEAA) on an unused TAB 
mailer.  

In September 2002, TRM sent $190,000 to the Republican National State Elections Committee 
(RNSEC). The money was corporate cash that would be illegal to give directly to candidates. 
Two weeks later, on October 4, RNSEC turned around and sent $190,000 in seven contributions 
to Texas Republican House candidates. Critics charge TRM illegally laundered corporate money 
through the Republican Party. An RNC spokesman says the group complied with all campaign 
finance laws. DeLay’s lieutenant Jim Ellis freely admits that the $190,000 TRM sent included 
corporate cash. He says they gave it to the Republican Party because, "we like what the party 
does."  

Come election day, the Republican machine performed almost perfectly. All told, TAB, TRM, 
TLR, and LEAA had spent more than six million dollars in the 2002 election. Not only did the 
machine capture the statehouse, it did so with a margin of 88 seats, easily catapulting Tom 



investment. 

n January 14, 2003, the first day of the 78th Legislative Session, Tom Craddick was 
finally elected Speaker of the Texas House. His good friend Tom DeLay sat in the front 

row for the occasion. Five months later, at the end of the session, it would be abundantly clear 
just how valuable a Republican majority that voted as a bloc could be. When the leadership 
declared something a priority–even if it plainly went against the interests of their own 
constituents–Republicans in the House fell in line. 

For DeLay, the purpose of Texans for a Republican Majority could be summed up in two words: 
congressional redistricting. The historic effort to redistrict in an off-census year without a court 
order has shattered the peace in the legislature. The famed bipartisanship of Governor George W. 
Bush is history. But despite the damage it is doing to the institution, and the disenfranchisement 
redistricting will wreak on rural Texas, those who took DeLay’s money continue to try to do his 
bidding. As DeLay put it to reporters during the session: "I’m the majority leader and I want 
more seats." 

Local business interests that supported the machine also scored big. During the session, for the 
first time in anyone’s memory, telephone giant SBC’s pet legislation died a quick death. The 
deregulation bill that would have given SBC dominance over the Texas high-speed Internet 
market never even got a hearing in committee. Its demise conservatively saved AT&T hundreds 
of millions of dollars. 

Even with a protracted, divisive debate, a mammoth overhaul of the civil justice system sailed 
quickly to passage. This was the long-held dream of Texans for Lawsuit Reform and its sugar 
daddies such as Bob Perry. Tort reform also was likely a priority for all the businesses that 
contributed. 

But the biggest winner in the 78th Legislature was the insurance industry. Big insurance gave 
well over a million dollars to the Republican machine. At the beginning of the session Democrats 
and a smattering of moderate Republicans had clamored for a bill to mandate rate rollbacks of at 
least 15 percent. (According to the Center for Economic Justice, homeowners insurance rates had 
surged an average of 58 percent over the past two years.) Instead of forcing the insurance 
companies to do right by consumers, Craddick and conservative Senate Republicans opted to 
allow them largely to police themselves. The final legislation had no guaranteed rate rollbacks. 
Instead, the companies would be required to submit their rates to the Texas Department of 
Insurance for approval. The final bill also allowed insurers to continue the controversial practice 
of using a person’s credit history when writing policies.  

On August 8, the Department of Insurance ordered rate rollbacks of an average of 13 percent. 
The department determined that rates were about $510 million too high. Consumer advocates 
believe this is a lowball figure. They also doubt whether the companies who are appealing the 
decision will ever reduce their rates by the mandated figure. Even with the rollbacks, the Center 
for Economic Justice estimates that, since 2001, the insurance industry will have managed to 
sock Texas consumers for $1.3 billion.  

Shortly after the election, Travis County District Attorney Ronnie Earle started to hear stories of 
the TAB campaign. Austin American Statesman reporter Laylan Copelin was the first to reveal 



many of the details about the TAB and TRM’s election activities. Earle’s investigation has 
seemed at times to track the veteran newsman’s stories. What Earle heard and read worried him. 
The TAB effort appeared to cross the line that divides genuine efforts to educate voters from 
partisan political attacks funded with secret corporate money. After Hammond boasted of the 
TAB’s efforts in a post-election press release, Earle says he decided the allegations against the 
TAB were worth looking into. "You can’t break the law and brag about it," he has said.  

In response to Earle’s tenacious pursuit of the truth behind the TAB, Republicans have blasted 
the Democratic prosecutor for being on a witch hunt to undo an election his party lost handily.  

On Jan. 16, 2003, the Travis County grand jury subpoenaed documents including ones that 
would identify the corporate donors to the TAB’s mailer campaign. The grand jury also 
subpoenaed Hammond and the TAB contractor Chuck McDonald to testify. At first, Andy 
Taylor, the TAB attorney and spokesman, promised to cooperate with the inquiry. But when 
someone leaked news of the subpoenas, Taylor used it as an excuse to call into question the 
entire investigation.  

The TAB refused to release any of the subpoenaed documents. Hammond declined to testify 
before the grand jury. Taylor and Hammond maintain that the TAB’s mailers adhered to the U.S. 
Supreme Court’s definition of "issue ads." That, according to Taylor, makes the ads legal free 
speech which, unlike electioneering, the government has no right to regulate. Taylor also 
contends that forcing the TAB to disclose its donor list constitutes an unconstitutional 
infringement on the corporate donors’ First Amendment rights. He has compared the TAB’s 
effort to protect its donor list to the NAACP’s fight to keep its membership list secret in 1950s 
Alabama. "The point we were trying to make is that even though in theory grand jury 
proceedings are secret, in practice they’re not," Taylor says. "So we felt like our donors’ 
anonymity would be lost through cooperating with the grand jury." 

Taylor’s legal strategy has been a scattershot approach. In the eight months since the original 
subpoenas, he has filed about a dozen motions and asked five different courts to squash the grand 
jury investigation. Judges will almost never halt a grand jury investigation, and Taylor has lost 
every appeal. One witness to testify before the grand jury was John Colyandro, former executive 
director of TRM. His appearance stirred speculation that Earle is also investigating TRM. The 
district attorney’s office would not comment, but DeLay aide Jim Ellis denies the group is under 
investigation.  

Outside of the courtroom, Taylor and Earle have sparred through the media. In dueling briefings, 
Taylor–the slick, well-spoken Houston-based attorney–decries the injustice perpetrated against 
the TAB’s right to free speech. Earle–the plodding, philosophical prosecutor from outside Fort 
Worth–warns that if the TAB gets away with using secret corporate money, the electoral system 
could become hopelessly corrupted. 

The case currently sits before the state Court of Criminal Appeals on a procedural motion. Even 
with the TAB’s considerable pull among influential Republicans, the Court of Criminal Appeals 
has already turned down Taylor’s motions twice. Now, the nine-member court must decide if it 
will hear the TAB’s plea to halt the grand jury investigation. If it does, Taylor will argue that the 
TAB shouldn’t be subjected to the public embarrassment of Earle’s investigation unless the 
district attorney can show that the TAB’s ads were not simply issue-oriented and that election 



laws were broken. Earle will contend that the grand jury has a right to investigate 
potential crimes, period. 

If the Court of Criminal Appeals rules that the grand jury inquiry can continue, Taylor 
says he will appeal to the U.S. Supreme Court. 

epublicans note that this is not the first time corporate money has seeped into elections. And 
Democrats have used issue ads advantageously in the past. They are right on both counts. What 
made the 2002 election unique was the enormous amount of corporate money involved and the 
highly organized way it was applied. 

Billy Clayton, a four-term House Speaker from 1975 to 1983, says he has never witnessed 
anything quite like the TRM-TAB campaign of 2002. "We just didn’t do things like that," he 
says.  

Clayton believes the high cost of elections and the never-ending lust for contributions corrupts 
politics and leads to voter apathy. He remembers his first House race cost him all of $6,000 for 
the primary, runoff, and general election. Those days are, of course, long gone. To run for the 
state House now will cost as much as seven hundred thousand dollars. Aspire to the Senate? Be 
prepared to spend as much as two million. The spiraling cost of campaigns and pricey attack ads 
ensures that in modern politics the winning candidate will most always be the one with the most 
money. In this environment, enough corporate cash funneled into just the right race can swing an 
election, or even tilt the balance of power in a state legislature. 

TRM’s Jim Ellis says his boss Tom DeLay hopes to create similar political action committees for 
other states. The only obstacle in his path seems to be Ronnie Earle. And it’s an open question 
how far Earle’s investigation will go and what if any prosecution will come of it.  

Based on the scant public testimony to date, it appears Earle’s case is strongest on the issue of in-
kind corporate contributions. Even in 1905, General Terrell recognized the corrosive impact of 
this kind of corporate influence. At issue now is whether TRM and the TAB used corporate 
money for political work that benefited their respective PACs.  

Still, it seems doubtful that Earle can expose the true architects of the machine. Some believe a 
prime mover behind it is Perry’s chief of staff, Mike Toomey. He was a lobbyist for Texans for 
Lawsuit Reform, AT&T, and big insurance. His schedule shows a meeting with Tom DeLay on 
the first day of the legislative session. And Toomey was also paid a small fee by TRM, 
presumably for consulting. 

"He’s always got his finger in the middle of everything but he never leaves any finger prints," 
notes one business lobbyist, who compares Toomey to Kaiser Soze, the elusive, all-powerful 
character in the movie The Usual Suspects. 

Toomey did not respond to several requests for comment. 

Regardless of how far he gets, Earle knows what’s at stake. In his closing arguments in one of 
the TAB hearings, Earle spoke passionately about a return to the days a century ago when groups 
like the Federated Commercial Clubs of Texas wielded undue influence. 



"TAB will take us back to the future to that time when the robber barons wielded power," he 
said. "The lessons from Enron and these other corporate scandals is that we really can’t allow 
corporate wealth to translate into political power without abusing the public interest."  

Support for this article was provided by the Observer's Maury Maverick Jr. Fund for 
Cantankerous Journalism. 
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Mr. REID. Mr. President, I ask unan-

imous consent that the resolution be 
agreed to, the preamble be agreed to, 
the motion to reconsider be land upon 
the table, and that any statements re-
lated thereto be printed in the RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The resolution (S. Con. Res. 148) was 
agreed to. 

The preamble was agreed to. 
The resolution, with its preamble, 

reads as follows:
S. CON. RES. 148

Whereas bread is a gift of friendship in the 
United States; 

Whereas bread is used as a symbol of unity 
for families and friends; 

Whereas the expression ‘‘breaking bread 
together’’ means sharing friendship, peace, 
and goodwill, and the actual breaking of 
bread together can help restore a sense of 
normalcy and encourage a sense of commu-
nity; 

Whereas bread, the staff of life, not only 
nourishes the body but symbolizes nourish-
ment for the human spirit; 

Whereas bread is used in many cultures to 
commemorate milestones such as births, 
weddings, and deaths; 

Whereas bread is the most consumed of 
grain foods, is recognized by the Department 
of Agriculture as part of the most important 
food group, and plays a vital role in Amer-
ican diets; 

Whereas Americans consume an average of 
60 pounds of bread annually; 

Whereas bread has been a staple of Amer-
ican diets for hundreds of years; 

Whereas Americans are demonstrating a 
new interest in artisan and home-style types 
of breads, increasingly found in cafes, bak-
eries, restaurants, and homes across the 
country; 

Whereas bread sustained the Pilgrims dur-
ing their long ocean voyage to America and 
was used to celebrate their first harvest in 
the American wilderness; and 

Whereas bread remains an important part 
of the family meal when Americans cele-
brate Thanksgiving, and the designation of 
November 2002 as National Bread Month 
would recognize the significance of bread in 
American history, culture, and daily diet: 
Now, therefore, be it

Resolved by the Senate (the House of Rep-
resentatives concurring), That it is the sense 
of Congress that the President should issue a 
proclamation—

(1) designating November 2002 as National 
Bread Month in recognition of the signifi-
cance of bread in American history, culture, 
and daily diet; and 

(2) calling on the people of the United 
States to observe such month with appro-
priate programs and activities.

f 

CONDEMNING THE POSTING ON 
THE INTERNET OF VIDEO AND 
PICTURES OF THE MURDER OF 
DANIEL PEARL 

Mr. REID. Mr. President, I ask unan-
imous consent that the Senate imme-
diately proceed to the consideration of 
S. Res. 351. 

The PRESIDING OFFICER. The 
clerk will state the resolution by title. 

The legislative clerk read as follows:
A resolution (S. Res. 351) condemning the 

posting on the Internet of video and pictures 
of the murder of Daniel Pearl and calling on 
such video and pictures to be removed imme-
diately.

There being no objection, the Senate 
proceeded to consider the resolution. 

Mr. REID. Mr. President, I ask unan-
imous consent that the resolution and 
preamble be agreed to en bloc, the mo-
tion to reconsider be laid upon the 
table, and that any statements related 
thereto be printed in the RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The resolution (S. Res. 351) was 
agreed to. 

The preamble was agreed to. 
The resolution, with its preamble, 

reads as follows:
S. RES. 351

Whereas Daniel Pearl, a reporter for the 
Wall Street Journal, was murdered by ter-
rorists following his abduction in Pakistan 
on January 23, 2002; 

Whereas video of Mr. Pearl’s gruesome 
murder has been posted on web sites; 

Whereas this video was made by terrorists 
for anti-American propaganda purposes, in 
an attempt to recruit new terrorists and to 
spread a message of hate; 

Whereas posting this video on web sites un-
dermines efforts to fight terrorism through-
out the world by glorifying such heinous 
acts; 

Whereas posting this video on web sites 
could invite more abductions and more mur-
ders of innocent civilians by anti-American 
terrorists because of the attention these hei-
nous acts might gain from such posting; and 

Whereas posting this video on the Internet 
shows a complete and utter disrespect for 
Mr. Pearl’s life and legacy and a complete 
and utter disregard for the respect of his 
family: Now, therefore, be it 

Resolved, That the Senate—
(1) calls on all terrorist-produced murder 

video and pictures to be removed from all 
web sites immediately; and 

(2) encourages all web-site operators to re-
frain from placing any terrorist-produced 
murder videos and pictures on the Internet.

f 

AMENDING SECTION 527 OF THE 
INTERNAL REVENUE CODE OF 1986 

Mr. REID. Mr. President, I ask unan-
imous consent that the Senate imme-
diately proceed to the consideration of 
H.R. 5596. 

The PRESIDING OFFICER. The 
clerk will state the bill by title. 

The legislative clerk read as follows:
A bill (H.R. 5596) to amend section 527 of 

the Internal Revenue Code of 1986 to elimi-
nate notification and return requirements 
for State and local party committees and 
candidate committees and avoid duplicate 
reporting by certain State and local political 
committees of information required to be re-
ported and made publicly available under 
State law, and for other purposes.

There being no objection, the Senate 
proceeded to consider the bill.

Mr. LIEBERMAN. Mr. President, I 
am very pleased that the Senate today 
is passing H.R. 5596, a compromise bill 
aimed at improving disclosure by Sec-
tion 527 political organizations and re-
lieving certain 527 organizations from 
arguably duplicative filing require-
ments. I want to thank my colleague, 
Senator HUTCHISON, as well as our col-
leagues in the House, for working 
steadfastly with us to draft this bill in 
a manner that achieves its purpose, but 

does not open any loopholes in the 
original section 527 reform law. 

In June 2000, Congress passed the 
first significant campaign finance re-
form measure in a quarter of a century. 
The so-called Section 527 reform bill 
dealt with a truly troubling develop-
ment, one whereby organizations that 
received tax-exempt status by telling 
the IRS that they exist to influence 
elections denied the very same thing to 
the FEC.As a result, these self-pro-
claimed election organizations engaged 
in election activity without complying 
with any aspect of the election laws, 
influencing our elections without the 
American public having any idea who—
or what—was behind them. 

The 527 reform law enacted in 200 put 
a stop to that, by requiring organiza-
tions claiming tax-exempt status under 
Section 527 of the Internal Revenue 
Code to do three things: (1) give notice 
of their intent to claim that status; (2) 
disclose information about their large 
contributors and their big expendi-
tures; and (3) file annual informational 
returns along the lines of those filed by 
virtually all other tax-exempt organi-
zations. 

During the approximately two years 
that the 527 reform law has been in ef-
fect, that law has blasted sunshine 
onto the previously shadowy oper-
ations of a multitude of election-re-
lated organizations. Through the fil-
ings Section 527 now mandates, the 
American public has learned a great 
deal about who is financing many of 
these organizations and how these or-
ganizations are spending their money. 
As outlined in report issued earlier this 
year by the group Public Citizen, the 
527 reform law brought us the knowl-
edge that 25 of the largest 527s raised 
over $67 million between July 2000 and 
December 2001, and that they spent it 
on a plethora of campaign activities—
most significantly those pre-election 
issue ads that we all know so well and 
that are often indistinguishable from 
candidate ads. We’ve also learned from 
these IRS filings the specifics about 
who was trying to influence particular 
elections and where their money came 
from. Were it not for the 527 disclosure 
law, we probably wouldn’t have any of 
this information, and we probably 
would have had a lot more shadowy 
groups operating in the election sys-
tem—ones that slithered away on their 
own because they didn’t want to face 
the disinfectant of sunshine. 

These filings will become all the 
more important come this November, 
when the Bipartisan Campaign Reform 
Act—the McCain-Feingold bill—goes 
into effect. As we all know, at least 
some of the soft money donors who will 
no longer be able to give to political 
parties will be looking for other ways 
to influence our elections. Donations 
to 527 groups will probably top many of 
their lists, because these are the only 
tax-exempt groups that can do as much 
election work as they want without 
jeopardizing their tax status. With the 
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potential for all this new money com-
ing in, it is critical that we have a 
healthy 527 disclosure regime in place. 

Although the 2000 law has been a tre-
mendous boon in the fight for clean 
and open elections, the 527 disclosure 
regime does have some problems. Pub-
lic interest groups that use the disclo-
sure reports tell us that those reports 
lack important information needed to 
understand 527s’ activities, and, more 
importantly, that the reports are hard 
to access and analyze. A new report by 
the nonpartisan Campaign Finance In-
stitute’s blue ribbon Task Force on 
Disclosure, for example, concludes that 
‘‘there is a serious lack of meaningful 
web disclosure’’ by the IRS of 527 group 
activities, and calls upon Congress to 
mandate a fully searchable database 
and electronic filing. Put simply, the 
public needs more information to be re-
ported and it needs the IRS to provide 
better access to it. 

Just as importantly, concerns have 
been raised about the law’s impact on 
State and local political organizations 
that already fully disclose to the public 
all of the activities covered by the 527 
reform law. When we first enacted the 
527 reform law, we made clear that we 
believed that 527 organizations, as a 
condition of receiving the federal ben-
efit of tax exemption, owed the public 
disclosure of certain information about 
themselves and their activities. A num-
ber of State and local political organi-
zation have now convinced us that they 
already disclose that information on 
the State level, thereby already serv-
ing the law’s purpose, and that there is 
no reason to require them to report the 
same information again to the IRS. 

The bill we are considering today 
seeks to comprehensively address all 
these problems. First, it makes impor-
tant and necessary improvements to 
the reporting and disclosure require-
ments, to enable the public to have 
better access to more information. For 
example, organizations will have to 
provide more information about the 
contributions they receive and the ex-
penditures they make—providing the 
dates of both them, as well as the pur-
pose of their expenditures. The added 
requirement to state the purpose of an 
expenditure will be particularly helpful 
in allowing the public to see whose 
money is supporting particular can-
didates. I hope that in implementing 
this provision, the IRS makes clear 
that organizations should state the 
purposes of expenditures with speci-
ficity, including whether particular ex-
penditures are in support of, or opposi-
tion to, particular candidates, as well 
as the name and office sought by any 
such candidates. The bill we are consid-
ering today also requires 527s to pro-
vide updated information on them-
selves if there is any material change 
in the basic identifying information 
they filed with the IRS. This important 
change will make sure that the public 
can at all times locate these groups 
and know who is running them. 

At the same time, as we are improv-
ing the nature of the filings, we are 

also mandating better disclosure of 
them. From here forward, all 527 filing 
reports on their contributors and ex-
penditures will have to do so electroni-
cally, and the IRS will have to make 
those reports searchable on, and 
downloadable from, the Internet. This 
will vastly improve the public’s access 
to information about, and under-
standing of, 527 organizations and their 
activities. 

The second major feature of this bill 
is its elimination of arguably duplica-
tive reporting requirements. In par-
ticular, it grants relief from the 527 re-
form law to a number of organizations 
that focus on State and local elections 
and that are regulated by State disclo-
sure laws. 

First, the bill fully exempts from its 
mandates State and local candidate 
and party committees. Under the re-
form law, these committees must no-
tify the IRS of their intent to claim 
Section 527 status, and they have to 
file annual information returns if they 
have over $25,000 in gross receipts. 
They do not, however, have to file con-
tribution and expenditure reports. 
Since the reform law went into effect, 
we have become convinced that the 
burden imposed on these committees 
by the two relevant disclosure man-
dates outweigh the public purpose 
served by requiring them to comply 
with these mandates. 

By exempting them from the con-
tribution and expenditures reporting 
requirements that lie at the heart of 
the Section 527 law’s disclosure regime, 
the original reform law recognized that 
State and local candidate and party 
committees do not generally pose the 
threats the 527 law intended to address. 
In contract to other political commit-
tees, there is never any doubt as to who 
is running these committees or whose 
agenda they aim to promote. Just as 
importantly, State laws regulate and 
require disclosure from all of these 
committees. 

Different considerations apply to the 
case of so-called State and local PACs. 
The bill grants more limited relief to a 
carefully defined set of these groups. In 
granting this relief, we have walked a 
very fine line. On one hand, we want to 
recognize the fact that every State re-
quires disclosure from political com-
mittees involved in that State’s elec-
tions and that many State and local 
PACs covered by the 527 reform law 
therefore are already disclosing the in-
formation the 527 law seeks. On the 
other hand, we still believe that there 
is a strong public interest in knowing 
how the federal tax-exemption under 
Section 527 is being used by these orga-
nizations, and we most decidedly do 
not want to exempt from the law’s dis-
closure requirements any State or 
local PAC that does not otherwise pub-
licly disclose all of its activities. 

To exempt a State or local PAC 
merely it claims that it is involved 
only in State elections and files infor-
mation about some of its activities 
with a State agency would risk cre-

ating a massive loophole that could un-
dermine the 527 reform law. That is be-
cause just as prior to the passage of the 
527 reform law, some 527 groups were 
claiming that they were trying to in-
fluence elections for the purposes of 
the tax code, but not for the purposes 
of the election laws, a broad exemption 
for State or local PACs could lead some 
groups to claim that they are influ-
encing State elections for the purposes 
of Section 527 but not for the purposes 
of the State disclosure laws. 

So, we have reached the following 
compromise. First, we are not exempt-
ing any of these organizations from the 
Section 527(i) requirement to notify the 
IRS of the intention to claim Section 
527 status. Unlike candidate and party 
committees, it is not always clear to 
the public who is behind these groups 
or what their purposes are, making the 
information filed in these notices im-
portant sources of otherwise unavail-
able information. Moreover, because 
we are not completely exempting these 
groups from the law’s other disclosure 
requirements, the notice requirement 
will be critical in helping the IRS and 
outside groups monitor compliance 
with the law’s other mandates. In light 
of that, we believe the minimal effort 
required to file the 527(i) notice is 
worth the tremendous value of giving 
the public some basic information 
about these groups. 

Second, we are granting an exemp-
tion from the Section 527(j) contribu-
tion and expenditure reporting require-
ments to some of these organizations, 
but only if they can meet certain strict 
requirements. The group’s so-called ex-
empt function activity must focus ex-
clusively on State or local elections; a 
group that engages in even the small-
est amount of activity related to a fed-
eral election will not be entitled to this 
exemption. The group also must file 
with a State agency information on 
every contribution and expenditure it 
would otherwise be required to disclose 
to the IRS. This requirement ensures 
that Congress’ conditioning of tax ex-
emption on complete and full disclo-
sure is not compromised. 

In addition, these State filings must 
be pursuant to a State law that re-
quires these groups to file the State re-
ports; this requirement seeks to pre-
vent organizations from hiding truly 
federal activity by voluntarily report-
ing to a State where reports may not 
be as readily accessible as are federal 
reports. Moreover, no group will be 
able to take advantage of this exemp-
tion if the State reports its files are 
not publically available both from the 
State agency with which the report is 
filed and from the group itself. Finally, 
this exemption also is not available to 
any organization in which a candidate 
for federal office or someone who holds 
elected federal office plays a role—
whether through helping to run the or-
ganization, soliciting money for the or-
ganization or deciding how the organi-
zation spends its money. I should note 
here that the use of the word ‘‘solicit’’ 
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in this case is meant broadly; if a fed-
eral candidate or office holder suggests 
that money be given to a committee or 
directs it there in anyway, then federal 
disclosure is mandated. 

In short, this bill exempts from Sec-
tion 527(j)’s contribution and expendi-
ture reporting obligations only those 
groups that truly and legitimately en-
gage in exclusively State and local ac-
tivity and only when they already re-
port to their State on all of the infor-
mation the 527 law seeks. This latter 
condition is important not just because 
it precludes the hiding of federal activ-
ity, but also because we believe that 
even those groups involved in exclu-
sively State and local elections should 
face some disclosure requirement if 
they are to take the federal benefit of 
tax exemption under Section 527. 

Finally, the bill makes a small 
change to these State and local groups’ 
obligation to file an annual informa-
tion return when they do not have tax-
able income. Under the current law, 
they must file such returns when they 
have $25,000 in annual receipts; the bill 
increases that trigger to $100,000. Like 
all other 527 organizations, though, 
they still will have to file such returns 
if they have taxable income. 

To help walk my colleagues through 
this bill, I am attaching at the end of 
my statement a section-by-section of 
the bill and ask unanimous consent 
that it be printed in the RECORD after 
my statement. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(See exhibit 1.) 
Mr. LIEBERMAN. Again, let me 

thank Senator HUTCHISON in particular 
for her efforts on this bill. I believe we 
have worked out a good compromise, 
one that grants relief where it is war-
ranted, but does not in any way threat-
en to open up a loophole in the law. I 
thank her for that, and I yield the 
floor. 

EXHIBIT 1 
SECTION-BY-SECTION 

Section 1 exempts State and local can-
didate and party committees from the re-
quirement to notify the IRS of their Section 
527 status (Form 8871) and makes that ex-
emption retroactive to the date of the 2000 
law’s enactment. 

Section 2 exempts qualified State or local 
PACs from the requirement to file reports 
with the IRS detailing their contributions 
and expenditures (Form 8872). It defines a 
qualified State or local political organiza-
tion as one which: (a) focuses solely on State 
or local elections; (b) reports and discloses 
information about all of its sizable contribu-
tions and expenditures under State law; and 
(c) does not have a federal candidate or elec-
tive office holder playing any material role 
in the organization or raising money for it. 
The provision makes clear that an otherwise 
qualified exempt State or local PAC does not 
lose its exemption simply because there are 
certain variations between State and federal 
law with respect to reporting of contributor 
and expenditure information. 

Sections 3(a)–(b) repeal certain changes the 
2000 law made to the requirements governing 
the filing of tax returns (Form 1120) by polit-
ical organizations. Although political orga-
nizations are exempt from taxation on most 

of their income (such as contributions), cer-
tain income may be subject to federal tax. 
Prior to the 2000 law, only Section 527 groups 
with taxable income had to file the Form 
1120. The 2000 law required most 527s to file 
the form, whether or not they had taxable 
income. Section 3(a) restores the pre-2000 law 
and puts 527s on a similar footing to other 
tax-exempt organizations with respect to the 
1120 Form by requiring filing of the form 
only if the organization has taxable income. 
Section 3(b) restores the pre-2000 law by 
making clear that the tax returns of 527s 
with taxable income are confidential. 

Section 3(c) exempts a number of organiza-
tions from the requirement to file the Form 
990 annual information return. Exempt 
groups will now include State or local can-
didate and party committees, associations of 
State or local officials and groups filing with 
the FEC. The section also provides that 
qualified State and local PACs must file the 
990 only if they have at least $100,000 in an-
nual gross receipts (other non-exempt groups 
must file the 990 if they have at least $25,000 
in annual gross receipts). Finally, the sec-
tion directs the Treasury Secretary to adapt 
the 990 form, which was not developed for po-
litical organizations, to seek information 
relevant to the activities of Section 527 orga-
nizations. 

Section 4 directs the Treasury Department 
to work with the FEC to publicize the 527 
law’s reporting requirements. 

Section 5 authorizes the Treasury Sec-
retary to waive amounts imposed for failing 
to file 8871 notices or 8872 reports if he con-
cludes that the failure to file was due to rea-
sonable cause and not willful neglect. 

Sections 6(a), (b) and (d) modify existing 
law regarding noncompliance. Section 6(a) 
provides that organizations that fail to no-
tify the IRS of their intent to claim Section 
527 status will have all of their so-called ex-
empt-function income subject to taxation, 
regardless of whether that income was seg-
regated for use for an exempt function. Sec-
tion 6(b) provides that the procedures used 
for collecting amounts imposed for failing to 
comply with the 8872 contributor/expenditure 
reporting requirement are akin to those used 
to collect penalties from tax-exempt organi-
zations that fail to file the form 990 (this sec-
tion affects the process of collection, not the 
amount collected). Section 6(d) makes clear 
that the tax code’s existing criminal fraud 
penalties for anyone who willfully furnishes 
information to the IRS he knows is false or 
fraudulent also applies to 8871 and 8872 fil-
ings. 

Sections 6(c), (e), (f) and (g) make changes 
to certain disclosure requirements. Section 
6(c) streamlines the 8871 notice requirement 
by eliminating the need to file the notice in 
writing; only electronic reporting of the no-
tice will remain. Section 6(c)(1) adds the date 
and purpose of expenditures and the date of 
contributions as required information on the 
Form 8872. Section 6(e)(2) mandates elec-
tronic filing of the 8872 contributor/expendi-
ture reports, and Section 6(e)(3) requires that 
the IRS make information in those reports 
available to and searchable by the public on 
the Internet and downloadable to personal 
computers. Section 6(f) amends the 8871 no-
tice to require filers to note whether they in-
tend to claim an exemption from the 8872 
contribution/expenditure reporting require-
ment or the form 990 annual return require-
ment. Finally, Section 6(g) requires organi-
zations to file amended 8871 notices within 30 
days of any material change of the informa-
tion on the previous 8871. 

Section 7 provides that forms already filed 
and made public by the IRS under current 
law will remain public after this bill be-
comes law. This provision is needed because 
many of the bill’s exemptions are retro-

active, and without Section 7, the IRS could 
be found in violation of taxpayer confiden-
tiality rules for posting filings that were 
public under the original law but will no 
longer be public after this bill’s enactment.

Mr. REID. Mr. President, I ask unan-
imous consent that the bill be read the 
third time and passed, the motion to 
reconsider be laid upon the table, and 
that any statements related thereto be 
printed in the RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The bill (H.R. 5596) was read the third 
time and passed.

f 

AUTHORIZING REPRESENTATION 
BY SENATE LEGAL COUNSEL 

Mr. REID. Mr. President, I ask unan-
imous consent that the Senate proceed 
to the consideration of S. Res. 352, sub-
mitted earlier today by Senators 
DASCHLE and LOTT. 

The PRESIDING OFFICER. The 
clerk will report the resolution by 
title. 

The legislative clerk read as follows:
A resolution (S. Res. 352) to authorize rep-

resentation by the Senate Legal Counsel in 
the case of Judicial Watch, Inc., v. William 
J. Clinton, et al.

There being no objection, the Senate 
proceeded to consider the resolution.

Mr. DASCHLE. Mr. President, this 
resolution concerns a civil action com-
menced in the U.S. District Court for 
the District of Columbia against sev-
eral current and former Members of the 
Senate and House of Representatives. 
The plaintiff, Judicial Watch, Inc., is a 
legal watchdog group that has pursued 
numerous civil suits against the Gov-
ernment and its agencies and officials. 
In this case, Judicial Watch has sued 
former President Clinton and several 
current and former Members of the 
Senate and the House of Representa-
tives, alleging that those officials con-
spired to pressure the Internal Revenue 
Service to initiate and continue an 
audit of Judicial Watch in retaliation 
for its activities. 

The plaintiff in this case has named 
the current and former Senators as de-
fendants in this suit based solely on 
the fact that these Senators sent rou-
tine transmittal letters to the IRS for-
warding constituent correspondence in-
quiring why Judicial Watch was enti-
tled to the benefits of tax-exempt sta-
tus. Merely because of those routine 
buck letters, Judicial Watch alleges 
that those Senators entered into an un-
lawful conspiracy to pressure the IRS 
to continue to audit it in violation of 
its constitutional rights. 

This resolution authorizes the Senate 
Legal Counsel to represent the Senate 
defendants in this action.

Mr. REID. Mr. President, I ask unan-
imous consent that the resolution and 
the preamble be agreed to; that the 
motion to reconsider be laid upon the 
table; and that any statements in rela-
tion thereto be printed in the RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 
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'Soft' funds helped fuel House flip; 
DeLay, business group defend contributions; jury inquiry proceeds 

 
 
CHRISTY HOPPE and TODD J. GILLMAN, Staff Writers 
 
AUSTIN, TX June 29, 2003, Sunday SECOND EDITION 
 
 

AUSTIN - For the first time in state politics, large amounts of corporate contributions made their way into political 
races during 2002, helping cement a GOP takeover of the Texas House, state and federal records show. 

 U.S. House Majority Leader Tom DeLay, R-Sugar Land, and the state's largest business group led behind-the-
scenes efforts that have prompted lawsuits and investigations into whether the infusion of money was legal - which they 
vigorously contend it was. 

 "That was a sea change. The soft money game that played in Washington for years - no one had done that to any 
appreciable degree before this in state races," said Fred Lewis, director of the watchdog group Campaigns for People. 

 It is illegal for corporations or unions to donate directly to candidates in Texas, and the extensive ways corporate 
money became involved in the low-ballot legislative races raised the legal questions.  

 The expenditures have led to a grand jury inquiry into the Texas Association of Business; a citizen's criminal 
complaint against Texans for a Republican Majority political action committee - an offshoot of Mr. DeLay's Americans 
for a Republican Majority; and a series of civil lawsuits. 

 Directors of the committees that used corporate money said their actions represented a smart use of available 
resources, but were not illegal or improper. 

 The emergence of corporate money - whether used to produce advertisements, pay administrators or hire 
consultants - in 22 key House races last year helped the GOP overrun the last Democratic bastion in Texas government, 
campaign experts said. 

 Redistricting a result 

 Prompted by Mr. DeLay, the Republican majority has paved the way for the special session on redistricting that 
begins Monday, threatening Texas Democratic incumbents in Congress. 

 "We followed the law. It's that simple," said John Colyandro, former executive director of the Texans for a 
Republican Majority. "I feel very comfortable about where we are." 

 Andy Taylor, an attorney representing the business association officers, said his clients did nothing wrong and 
were only exercising their free-speech rights during an election. Mr. Taylor also represents the Texans PAC in a civil 
suit related to the corporate contributions. 

 Business focus 

 Businesses helped fuel the key House races in three major ways: 

 * They contributed about $ 1.9 million last year to Americans for a Republican Majority. 

 * They furnished another $ 600,000 for the group's little sister, Texans for a Republican Majority. 

 * And they provided $ 1.9 million for "issue" ads in a Texas Association of Business campaign. 
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 "I don't think we've seen that before in Texas politics," said Craig McDonald, director of Texans for Public Justice, 
a private, nonpartisan research group that tracks political contributions. 

 "The infusion is in part due to DeLay's involvement and making sure that the right Republican faction took over 
the House," said Mr. McDonald, who filed a March 31 letter asking Travis County District Attorney Ronnie Earle to 
investigate corporate funding of the Texans PAC. 

 "There are a lot of expenditures that went way beyond what Texas law says are legitimate administrative expenses. 
The polling, the fund raising, the message development - those aren't administrative expenses under Texas law," Mr. 
McDonald said. 

 Mr. Earle has acknowledged receipt of the letter but is already at odds with the business association, which has 
been fighting grand jury subpoenas over testimony and records. 

 The business association says that its 2002 ads praising GOP candidates and attacking Democrats in House races 
were protected speech that didn't specifically advocate the election or defeat of anyone. 

 For that reason, the group is arguing that its records, finances and corporate donors are protected and private 
material. 

 Mr. Earle said at a recent court hearing, "Democracy is at risk here." 

 "If we lose the right to know through schemes like this, designed specifically to avoid legal reporting requirements, 
there will be no checks and balances on the great power of wealth and no protection for ordinary taxpayers," he said. 

 Texans PAC issues  

 There are different questions involving Texans for a Republican Majority, which reported its corporate donors in 
federal papers filed with the IRS. The issue is over whether any of that money was improperly used for political 
purposes. 

 The Texans PAC raised about $ 1.5 million in 2002, including $ 50,000 from El Paso Energy, $ 25,000 from 
Phillip Morris , $ 20,000 from AT&T and $ 25,000 from Kansas-based Westar Energy, a company embroiled in a fund-
raising controversy. 

 In all, more than $ 500,000 of the PAC's money came from out-of-state corporations, many with interests in 
federal legislation, records indicate. 

 In the 2002 Texas elections, the PAC gave $ 747,000 in contributions to the 22 key Republican candidates, 18 of 
whom won their races and provided the margin for the GOP takeover in the House. 

 "Our objective was to win the statehouse, maintain a majority in the Senate and help the statewide candidates," Mr. 
Colyandro said. 

 As PAC officers became confident about the Senate and statewide efforts, "we ended up focused on the state 
House in the last cycle," he said. 

 Mr. DeLay created ARMPAC in April  1994 to elect like-minded conservatives and consolidate his leadership. 

 He created the similar-sounding Texans PAC in 2001 to focus on Texas races. 

 The Texans PAC's goals were to elect a Republican House speaker and advance the party's agenda, said Jim Ellis, 
executive director of ARMPAC and Mr. DeLay's point man on redistricting. 

 "He has great affinity for that body. His longtime friend Tom Craddick was going to be a very strong candidate for 
speaker, and DeLay wanted to help both those things," Mr. Ellis said. 

 Redistricting was not a front-burner topic. "Certainly it was an issue that was in the back of our minds," said Mr. 
Ellis. 

 ARMPAC gave Texans for a Republican Majority $ 75,000 in seed money and shared staff, consultants and 
corporate contributors, according to federal and state records. 

 Criticism of DeLay 

 Critics believe that Mr. DeLay's involvement in the state elections was unprecedented, and they question the intent 
of some of his backers, such as the Westar Energy. 
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 As congressional negotiators fashioned an energy bill last year, Westar executives wanted to free the company 
from certain regulations and devised a plan to get a "a strong position at the table" by dedicating $ 55,000 for political 
donations, according to internal company e-mails that have become public in recent weeks. 

 Mr. DeLay and Rep. Joe Barton, R-Ennis, received donations. They said they did nothing wrong and made no 
promises to Westar, regardless of the company's expectations about access or favorable treatment. 

 Mr. Barton introduced a provision that could have saved the company billions of dollars but dropped his support 
when a grand jury began investigating former Westar CEO David Wittig, who was indicted on charges unrelated to 
campaign fund-raising. 

 Texans PAC records on file with the IRS indicate that Westar gave the donation a few weeks before several Westar 
executives attended a two-day retreat and "energy roundtable" with Mr. DeLay at a mountain resort in Virginia. 

 DeLay aides say the majority leader did not solicit the donation. He met with Westar representatives last 
September to discuss the company's problem, which involved tax treatment for utility holding companies. 

 Mr. Lewis said the Westar contribution to a state committee indicates Mr. DeLay's level of involvement. 

 "The bottom line is that Tom DeLay and his aides and his affiliated PACs took a tremendous interest in Texas and 
used their influence to produce a lot of money to elect House Republican members," Mr. Lewis said. 

 "I've never seen a politician on the federal level, whether a senator or representative or anybody else, get this 
involved in raising money and trying to influence who's going to be a member of the state House."  

 E-mail choppe@dallasnews.com; tgillman@dallasnews.com 
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EC Complaint filed by Public Citizen v. Mitch Delk and Epiphany 
Productions, Inc 



 
 
BEFORE THE FEDERAL ELECTION COMMISSION 
 
Public Citizen 
 
v.         MUR No. ________ 
 
Robert Mitchell Delk 
Senior Vice President 
Freddie Mac 
401 9th Street, NW 
Suite 600 South 
Washington, DC 20004 
(202) 434-8600; 
 
and 
 
Epiphany Productions, 
104 Hume Avenue 
Alexandria, VA 22301 
(703)683-7500 
 
 
 

COMPLAINT 
 

 
1. Public Citizen requests that the Federal Election Commission undertake an immediate 

investigation into, and enforcement action against, prior and potentially ongoing violations of 
the contribution limits, contribution source prohibitions, and reporting requirements of the 
Federal Election Campaign Act of 1971, as amended, by Epiphany Productions, Inc., a 
for-profit political fundraising corporation, and Robert Mitchell Delk, Senior Vice President 
of Government Relations, Freddie Mac.  

 
2. During the 2002 election cycle, Mr. Delk hosted at least 45 political fundraising events at 

Galileo Restaurant, 1110 21st Street, NW, for Members of Congress and their leadership 
PACs as well as candidates for Congress. It appears that all of these fundraising events 
were organized by Epiphany Productions, Inc.  To the extent that Epiphany charged fees for 
its services for these events, they ranged between $367 to $1,351 or more, depending on 
the size and nature of the fundraising event. 
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3. In at least 19 of the Delk fundraising events organized by Epiphany Productions, Inc. in the 
2001-2002 election cycle, financial records with the Federal Election Commission (FEC) 
indicate that Epiphany Productions was not paid by the campaigns for its fundraising 
services. These unpaid services mark an illegal in-kind contribution by the company to the 
recipient federal campaign committees. 

 
4. Galileo Restaurant, which is operated by a corporation (SER Corp.), charged Mr. Delk for 

the dinners at these fundraising events. The cost of each dinner was paid by Mr. Delk or his 
wife, Amanda Delk, and reported to the Federal Election Commission as an in-kind 
contribution by Mr. or Ms. Delk to the specific campaign for whose benefit the fundraising 
occurred. The Delks reported a median in-kind contribution for these dinners of $500 per 
campaign per fundraising event. These amounts fall far short of the market value of dinners 
at a fundraising event held at Galileo Restaurant. Even if Mr. Delk received a discount from 
Galileo on the the price of these dinners, Mr. Delk – as an experienced fundraiser for 
candidates and frequent customer of Galileo’s – must have been aware that the prices 
charged by Galileo were much less than the market value of the meals provided. Thus, the 
amounts reported to the FEC by Mr. Delk do not reflect the actual value of the in-kind 
contributions provided by Mr. Delk to the recipient campaigns. 

 
5. In addition to the reporting violations involved in understating the actual value of the in-kind 

contributions made by Mr. Delk to the recipient campaigns, the actual (but unreported) 
value of individual in-kind contributions may have violated the individual contribution limits 
applicable to the contributions to the specific campaigns involved in some of the 49 
fundraising events. 

 
6. In addition to the foregoing violations, the actual (but unreported) value of Mr. Delk’s in-

kind contributions in the aggregate is likely to have violated Mr. Delk’s aggregate 
contribution limit under FECA for all federal candidates in 2002. 

 
7. Accordingly, Public Citizen urges the Commission to undertake a prompt investigation of 

the fundraising events organized by Epiphany Productions, Inc., and hosted by Mr. Delk in 
the 2001-2002 election cycle, for violations of contribution limits, contribution source 
prohibitions, and reporting requirements under the Federal Election Campaign Act of 1971, 
as subsequently amended. 

 
The Interests of Epiphany Productions, Inc.  

and Robert Mitchell Delk 
 

8. Epiphany Productions, Inc., describes itself as a service event planning, fund raising and 
development company. The for-profit business was co-founded by Julie Wadler, former 
Deputy Finance Director of the National Republican Congressional Committee (NRCC) 
and current Secretary-Treasurer of the Leadership Forum, a Section 527 group controlled 
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by two prominent Republican lobbyists, former Representative Bill Paxon (R-N.Y.) and 
Susan Hirschmann, a former aide to House Majority Whip Tom DeLay (R-Tex.). 

 
9. The primary activity of Epiphany Productions, Inc., is to organize fundraising events and 

provide political consulting services to Republican officeholders and their leadership 
committees and to Republican candidates. 

 
10. Epiphany Productions, Inc., listed most of its fundraising clients and fundraising events for 

the years 2000 through 2003 on its Web site at www.epiphanyproductions.com. [See 
Attachment A, “List of Epiphany Productions Fundraising Events.”] Following the 
development of an accounting controversy involving Freddie Mac, Mr. Delk (Freddie 
Mac’s lobbyist)  contacted Ms. Wadler and canceled future Epiphany Productions 
fundraising events to be hosted by Mr. Delk. According to a July 18, 2003, Associated 
Press article by Pete Yost, Ms. Wadler said that her company inadvertently deleted all 
references to Mr. Delk’s past fundraisers from the Web site at the same time the company 
canceled Mr. Delk’s schedule. [See Attachment B, Pete Yost, “Freddie Mac lobbyist 
staged 50 GOP fund-raisers as Congress let legislation die,” Associated Press (July 18, 
2003).] After subsequent telephone queries by Public Citizen and the July 18, 2003, 
interview by Pete Yost, Epiphany Productions closed down its Web site entirely. 

 
11. Mr. Delk is Senior Vice President of Government Relations for Freddie Mac. Freddie Mac 

is a stockholder-owned corporation specially chartered by the U.S. Congress in 1970 to 
manage the supply of funds to mortgage lenders. Freddie Mac conducts its business 
primarily by buying mortgages from lenders, packaging the mortgages into securities and 
selling the securities. Mortgage lenders use the proceeds from selling loans to Freddie Mac 
to finance new lending.  

 
12. Though it is not a governmental agency, Freddie Mac’s congressional charter subjects the 

company to regulatory oversight under the Federal Housing Enterprises Financial Safety and 
Soundness Act of 1992. The U.S. Department of Housing and Urban Development (HUD) 
has oversight responsibilities for the housing mission of Freddie Mac, and the Office of 
Federal Housing Enterprise Oversight (OFHEO) has oversight responsibility for Freddie 
Mac’s capital standards. Both regulatory agencies, as well as Freddie Mac itself, are also 
subject to congressional oversight  by the House Financial Services Committee, chaired by 
Rep. Michael Oxley (R-Ohio).  

 
13. Freddie Mac came under criminal scrutiny for its accounting practices after the company’s 

auditor, PriceWaterhouseCoopers, raised questions about understated earnings of as much 
as $4.5 billion over a three-year period between 2000 and 2002. The accounting scandal 
eventually led to the dismissal of three top executives at Freddie Mac, including Chief 
Executive Officer Leland Brendsel. [See Attachment C, BBC News, World Edition (June 
12, 2003).] 
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14. Since January 2002, the House Financial Services Committee has held a series of hearings 
regarding corporate-accounting scandals, including those of Freddie Mac, which continue to 
date. 

 
The Delk-Epiphany Productions  

Fundraising Events in the 2002 Election Cycle 
 

15. Prior to and during House oversight hearings on Freddie Mac in 2002, Mr. Delk hosted at 
least 45 fundraisers at Galileo Restaurant in the 2002 election cycle for U.S. 
Representatives, U.S. Senators, their leadership PACs, and candidates for Congress. Mr. 
Delk hosted eight other fundraising events at other locations. Rep. Michael Oxley was 
advertised as a “special guest” at 24 of Mr. Delk’s fundraising events. Of the 24 fundraising 
events featuring both Mr. Delk and Rep. Oxley, 19 benefited a member of Oxley’s House 
Financial Services Committee. [See Attachment D, Sample invitation to a Delk-Oxley 
fundraising event.] According to FEC records, neither Chairman Oxley nor his Leadership 
PAC 2002 incurred any expenses for the events, except for fundraising events on behalf of 
Leadership PAC 2002 on May 27, 2001, and another on January 21, 2002. 

 
16. As far as can be determined from public records, such as FEC financial statements and the 

former Epiphany Productions Web site, Mr. Delk enlisted the services of only Epiphany 
Productions, Inc., to organize these fundraising events. No other fundraising firm showed 
any financial activity at these events.1 

 
17. For most of the fundraising events, Mr. Delk or his wife, Amanda Delk, reported either a 

$500 or $750 in-kind contribution to the campaign that benefited from each fundraising 
event, representing the amount the Delk’s paid for the dinners provided by Galileo 
Restaurant. [See Attachment E, FEC Disclosure Records, “Mitch/Mandy Delk 
Contributions and Fundraising Events, 2002 Election Cycle.”] According to FEC records, 
there were four exceptions: 

 
• A fundraising event at Galileo Restaurant organized by Epiphany Productions for Sen. 

Phil Gramm (R-Tex.) on May 8, 2001, for which no in-kind contribution for the event 
from anyone is reported. 

• A fundraising event at Galileo Restaurant organized by Epiphany Productions for Rep. 
Bob Riley (R-Ala.) on May 9, 2001, for which no in-kind contribution for the event 
from anyone is reported. 

                                                 
1  In the 2002 election cycle, Robert Mitchell Delk and Amanda Delk used different names in their FEC financial 
disclosure records depending on whether the event benefited a Republican or a Democrat. For Republicans, their 
names were recorded as “Mitch Delk” and “Mandy Delk.” For Democrats, their names were recorded as “Robert 
Delk” and “Amanda Delk.” 
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• A fundraising event at Galileo Restaurant organized by Epiphany Productions for Rep. 
Melissa Hart (R-Pa.) on June 7, 2001, for which no in-kind contribution for the event 
from anyone is reported. 

• A joint fundraising event at Galileo Restaurant organized by Epiphany Productions for 
Rep. Deborah Pryce (R-N.C.) and Rep. Pat Tiberi (R-Ohio) on December 18, 2001, 
for which an in-kind contribution of $350 to the Tiberi campaign is reported by Mr. 
Delk, but no in-kind contribution is reported to the Pryce campaign. 

 
1. Galileo Restaurant charged the Delks $500 for three-course dinners for 20 or fewer 

persons; $750 for more than 20 persons. That price works out to be an average of $25 per 
person for a three-course dinner, wine, drink, tax and tip. According to the special events 
office at Galileo Restaurant, the least expensive rate available to the public for a three-
course meal for a party of 10 or more is $55 per person, not including wine, drink, tax and 
tip. [See Attachment F, Kathleen Day, “Influence by volume; Freddie Mac lobbyist got a 
big discount on GOP fundraising dinners at Galileo,” Washington Post (Aug. 4, 2003).] 
According to the Zagat Survey, a regular dinner at Galileo averages $58 per person, 
including drink and tip. [See Attachment G, Zagat Survey 2003] 

 
2. No other person reported to the FEC in-kind contributions to the recipient campaigns 

reflecting the difference between the Delk in-kind contributions  and the actual value of the 
Galileo dinners.  

 
3. Galileo Restaurant general manager Michael Nayeri said that the restaurant provided a 

special discount to Mr. Delk for the fundraising events as a business investment for a 
favored customer. [See Attachment F, Kathleen Day, “Influence by volume; Freddie Mac 
lobbyist got a big discount on GOP fundraising dinners at Galileo,” Washington Post (Aug. 
4, 2003).] Though these deep discounts likely constituted illegal corporate contributions to 
federal campaigns by Galileo Restaurant, such violations probably involve little more than 
the restaurant management’s naiveté concerning federal campaign finance laws. By contrast, 
Mr. Delk and Epiphany Productions, Inc., who are in a position to be intimately familiar 
with federal campaign finance laws, appear to have committed a more serious violation of 
FECA by knowingly  accepting and passing along corporate discounts for the benefit of 
federal campaigns without reporting the actual value of the benefits received by the 
campaigns. 

 
4. In calendar year 2002, FECA limited the amount of contributions an individual could make 

to any federal candidate to $1,000 per election. FECA also limited contributions to all 
federal candidates, PACs and party committees in the aggregate to no more than $25,000 
per year. Mr. Delk reported $20,100 in federal contributions to all candidates and 
committees in 2002. Amanda Delk reported $6,600 in additional contributions in 2002. 
[See Attachment E, FEC Disclosure Records, “Mitch/Mandy Delk Contributions and 
Fundraising Events, 2002 Election Cycle.”] These aggregate figures are largely made up of 
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reported in-kind contributions of either $500 or $750 representing the cost of Galileo 
dinners. 

 
5. By providing the discounted Galileo dinners to campaigns on a regular basis,  Mr. Delk 

made unreported in-kind contributions that may have exceeded the individual contribution 
limits to some of the recipient campaign committees and that, when aggregated, must have 
exceeded the aggregate limit on Mr. Delk’s contributions to all federal candidates in 
calendar year 2002.  

 
Epiphany Productions Corporate Contributions 

 
6. In at least 19 of the fundraising events organized by Epiphany Productions, Inc., in the 

2001-2002 election cycle, financial records with the Federal Election Commission indicate 
that Epiphany Productions was not paid by the campaigns for its fundraising services. In at 
least another 19 fundraising events, Epiphany Productions, Inc., was paid the cost of its 
services late by the benefiting campaign committee, sometimes up to 20 months late. Nearly 
all late payments were received only after a news story on the Delk fundraisers was 
published by the Wall Street Journal on July 30, 2002. [See Attachment H, John 
McKinnon, “Freddie Mac’s Friend in Need: Bills Languish as Top Lobbyist Raises Funds 
for Key House Members,” Wall Street Journal (July 30, 2002).] The 19 events in which 
Epiphany Productions received no payment for its services constituted illegal in-kind 
contributions by the company to the recipient federal campaign committees. The 19 events 
in which Epiphany Productions received very late payments for its services following the 
Wall Street Journal expose on the fundraising activities further suggest the existence of a 
standing practice by the company to support Republican Members of Congress through 
illegal corporate in-kind contributions, covered up in some cases by late repayment for 
services by the candidate campaigns that had then come under public scrutiny. 

 
7. According to an August 4, 2003, Washington Post article by Kathleen Day, some 

campaigns said they were never billed or were billed late by Epiphany Productions, Inc. for 
the fundraising events. Rep. Katherine Harris's (R-Fla.) campaign manager, Jessica Furst, 
said “we never received an invoice” from Epiphany for a Galileo dinner on June 4, 2002. A 
spokesman for Rep. Michael Ferguson (R-N.J.) said he received no invoice from Epiphany 
for either of two Galileo dinners. Rep. Gary G. Miller (R-Calif.) never received a bill for a 
Galileo dinner on July 9, 2002. [See Attachment G, Kathleen Day, “Influence by Volume; 
Freddie Mac Lobbyist Got a Big Discount On GOP Fundraising Dinners at Galileo,” 
Washington Post (August 4, 2003).] 

 
Conclusion 

 
8. Mr. Delk and Epiphany Productions, Inc., on behalf of Members of Congress and federal 

candidates, orchestrated campaign fundraising events in the 2002 election cycle in which 
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violations were made of the individual contribution limits, the contribution source 
prohibitions, and the reporting requirements of the Federal Election Campaign Act of 1971, 
as subsequently amended. 

 
9. Many of these fundraising events were designed to benefit the candidacies and leadership 

PACs of officeholders with oversight responsibility over Freddie Mac and, consequently, to 
promote the interests represented by Mr. Delk.  

 
10. In order to promote their interests, Mr. Delk and Epiphany Productions systematically 

under-reported the actual value of the fundraising events and/or absorbed the costs of these 
events in excess of federal contribution limits and contribution source prohibitions. Only 
after public disclosure of these illicit fundraising events has Delk decided to cancel similar 
fundraising events in the immediate future, and has Epiphany Productions attempted to cure 
its illegal in-kind corporate contributions to some of the campaign committees that benefited 
from the fundraising events. 

 
11. Public Citizen therefore strongly urges the Federal Election Commission to carry out its 

investigative and enforcement responsibilities against violations of federal campaign finance 
law by Robert Mitchell Delk and Epiphany Productions, Inc., and to undertake a prompt 
investigation into the possibility of any additional, related violations that may be indicated by 
a full review of the evidence concerning Mr. Delk’s and Epiphany’s activities. 

 
 
Respectfully Submitted, 
 
 
Craig Holman     Frank Clemente 
Legislative Representative                Director 
Public Citizen     Public Citizen’s Congress Watch 
215 Pennsylvania Avenue, S.E.   215 Pennsylvania Avenue, S.E. 
Washington, D.C. 20003    Washington, D.C. 20003 
202-454-5182     202-454-5190 


