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The IRS Harassment Scandal: A Timeline of “Reform”
Documenting Efforts by the Regulatory Community to Police Political Speech
Timeline Events Current as of February 27, 2014

In May 2013, reports surfaced and investigations began into the revelation that the Internal Revenue
Service had been scrutinizing groups applying for 501(c)(4) status using politically biased criteria.
Beginning in March 2010, groups with names containing the words “Tea Party” or “patriot” were
singled out for greater IRS scrutiny. Later, in an attempt to change from overtly partisan to more
general criteria, the IRS shifted to targeting organizations with the goal of “teaching about the
Constitution.” In addition to using these outrageous criteria, IRS officials were dishonest about their
actions, repeatedly testifying before Congress that there was no targeting program. After admitting
that the targeting had occurred, the IRS suggested that it was merely the result of a rogue group of
agents in its Cincinnati office — a claim that has since been debunked by Congressional investigators.

After submitting applications for nonprofit status, conservative-leaning social welfare groups waited
years to hear back from the IRS. When they finally did hear back about the status of their application,
the responses came in the form of demands for additional information. In many cases, the IRS
required that groups send the agency their donor lists, names of board members, copies of minutes
from all board meetings, resumes of individuals involved in the organization, and copies of all social
media postings. Some organizations were asked to provide reports about the books their members
had read as a group. Others were asked about their relationship to other groups and to politically
engaged individuals. In some cases, organizations were asked about what kinds of activities they
would participate in the future. Organizations were even told to provide personal information on
seasonal interns and to provide copies of all correspondence with former interns. Making matters
worse, each of the questionnaires contained a letter threatening perjury charges for providing the
wrong information, which is especially troubling when considering that, in some instances, the
responses were over an astounding twenty thousand pages in length. For many small, grassroots
organizations started by concerned citizens, complying with the IRS’s requests taxed organizations’
resources to the point that they ultimately had to shut down.

Six months after the Internal Revenue Service revealed that the agency had been targeting
conservative organizations for added scrutiny and delaying their applications for tax-exempt status,
the agency proposed expansive new rules for handling political activity by 501(c)(4) organizations.
The proposed rules would plunge the agency deeper into the business of regulating political speech.

The IRS scandal calls into question the wisdom of requiring (or allowing) non-expert government
agencies to police the political speech of individuals and organizations. The following working
timeline documents the legislative, regulatory, and judicial actions on both the state and federal level,
as well as the intense pressure from pro-regulatory organizations surrounding and in many ways
emboldening the culture at the IRS that led to this harassment scandal. This working timeline is also
available online at: http://www.campaignfreedom.org/external-relations/irs-and-the-tea-party/.

124 West St. South, Ste. 201 Alexandria, VA 22314 www.CampaignFreedom.org P:703.894.6800 F: 703.894.6811


http://www.campaignfreedom.org/external-relations/irs-and-the-tea-party/

Please note: All entries marked with an asterisk are taken from a June 6, 2013 Wall Street Journal Article, “An IRS
Political ~ Timeline,”  written by Kimberley = A. Strassel. The article is available at:
http://online.wsj.com/article/SB10001424127887323844804578529571309012846.html.

April 29, 2008: U.S. Representative Chris Van Hollen (D-MD), then-Chairman of the
Democratic Congressional Campaign Committee, files a complaint with the IRS, asking Lois
Lerner to investigate Freedom’s Watch, a conservative section 501(c)(4) org:{anization.1

February 3, 2009: A FEC Enforcement Division attorney at the FEC asks the IRS for
information about the tax-exempt statuses of the American Future Fund and American Issues
Project. In an e-mail response, Lois Lerner, Director of Exempt Organizations Division at the
IRS, asks, “What can we do to help the FEC here?” 2

January 21, 2010: The Supreme Court rules in Citizens United v. Federal Election Commission
that, under the First Amendment, the government could not restrict corporations, associations,
and labor unions from making independent expenditures in support of or opposition to
candidates. Writing for the 5-4 majority, Justice Kennedy affirmed, “If the First Amendment has
any force, it prohibits Congress from fining or jailing citizens, or associations of citizens, for
simply engaging in political speech.” Meanwhile, President Obama called the ruling “a major
victory for big oil, Wall Street banks, health insurance companies and the other powerful
interests that marshal their power every day in Washington to drown out the voices of everyday
Americans.”

January 26, 2010: An internal memo from Media Matters founder David Brock explains how
its 501(c)(4)-affiliate, Media Matters Action Network, will use disclosure information to its
political advantage.* According to the memo, if a hypothetical company (ACME) supports a
conservative candidate or cause, “Media Matters Action Network will track all ACME campaign
expenditures in its database and may aggressively attack ACME, or provide the information to
progressive partners to attack ACME for supporting policies” that it opposes.5

January 27, 2010: In his 2010 State of the Union Address, President Barack Obama criticizes
the Supreme Court for its ruling in Citizens United v. Federal Election Commission: “With all
due deference to separation of powers, last week the Supreme Court reversed a century of law
that | believe will open the floodgates for special interests — including foreign corporations — to
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spend without limit in our elections. | don't think American elections should be bankrolled by
America's most powerful interests, or worse, by foreign entities...”®

February 11, 2010: Senator Chuck Schumer (D-NY) announces his intention to introduce a
proposal known as the DISCLOSE Act, shorthand for “Democracy is Strengthened by Casting
Light on Spending in Elections.” Schumer claims that the Act will target corporations that make
political expenditures and “make them think twice.” He also says “The deterrent effect [of the
DISCLOSE Act] should not be underestimated.”’

March 2010: According to the Treasury Inspector General for Tax Administration, the IRS
Determinations Unit first started “searching for other requests for tax exemption involving the
Tea Party, Patriots, 9/12, and...501(c)(4) applications involving political sounding names, e.g.,
“We the People’ or ‘Take Back the Country’” in March 2010.% This is the first known instance of
the IRS targeting groups of a conservative political orientation applying for tax-exempt status.

April 29, 2010: Representative Chris Van Hollen introduces the House version of the
DISCLOSE Act (H.R. 5175). One of the bill’s cosponsors, Representative Walter Jones (R-NC),
remarks upon the bill’s introduction: “I don’t know many people in Eastern North Carolina who
believe...that Chinese or Russian-flagged companies should be able to spend unlimited amounts
to influence U.S. elections, or that Wall Street banks should be allowed to spend their bailout
money on campaign ads.”

June 24, 2010: The DISCLOSE Act passes the House of Representatives 219-206, with only
two Republican Representatives voting in support of the bill.*

July 2010 — September 20, 2013: True the Vote, a Houston-based nascent conservative
grassroots organization, applies for IRS tax-exempt status. In the following months, it endures
six FBI domestic terrorism inquiries, investigations by the Occupational Safety and Health
Administration, the Bureau of Alcohol, Tobacco, Firearms and Explosives, and Texas
environmental quality officials, as well as multiple IRS audits and five IRS requests for
additional information about the organization.**
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July 21, 2010: Senator Chuck Schumer formally introduces the DISCLOSE Act, S. 3628, in the
U.S. Senate.*? The bill has no Republican cosponsors.

July 27, 2010: The DISCLOSE Act fails its first vote in the Senate, as Democrats fail to invoke
cloture (57-41) to proceed to consideration of the bill.**

*August 9, 2010: In Texas, President Obama for the first time publicly names a group he is
obsessed with—Americans for Prosperity (founded by the Koch Brothers)—and warns about
conservative groups. Taking up a cry that had until then largely been confined to left-wing media
and activists, he says: “Right now all around this country there are groups with harmless-
sounding names like Americans for Prosperity, who are running millions of dollars of ads...And
they don't have to say who exactly the Americans for Prosperity are. You don't know if it's a
foreign-controlled corporation.”

*August 11, 2010: The Democratic Congressional Campaign Committee sends out a
fundraising email warning about “Karl Rove-inspired shadow groups.”

*August 21, 2010: Mr. Obama devotes his weekly radio address to the threat of “attack ads run
by shadowy groups with harmless-sounding names. We don't know who's behind these ads and
we don't know who's paying for them.... You don't know if it's a foreign-controlled corporation....
The only people who don't want to disclose the truth are people with something to hide.”

*Week of August 23, 2010: The New Yorker's Jane Mayer authors a hit piece on the Koch
brothers, entitled “Covert Operations,” in which she accuses them of funding “political front
groups.” The piece repeats the White House theme, with Ms. Mayer claiming the Koch’s have
created “slippery organizations with generic-sounding names” that have “made it difficult to
ascertain the extent of their influence in Washington.”

*August 27, 2010: White House economist Austan Goolsbee, in a background briefing with
reporters, accuses Koch industries of being a pass-through entity that does “not pay corporate
income tax.” The Treasury Inspector General investigates how it is that Mr. Goolsbee might have
confidential tax information. The report has never been released. This same week, the
Democratic Party files a complaint with the IRS claiming the Americans for Prosperity
Foundation is violating its tax-exempt status.

*September 2, 2010: The Democratic Congressional Campaign Committee warns on its
website that the Koch’s have “funneled their money into right-wing shadow groups.”

*September 16, 2010: Mr. Obama, in Connecticut, repeats that a “foreign-controlled entity”
might be funding “millions of dollars of attack ads.” Four days later, in Philadelphia, he again
says the problem is that “nobody knows” who is behind conservative groups.
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*September 21, 2010: Sam Stein, in his Huffington Post article “Obama, Dems Try to Make
Shadowy Conservative Groups a Problem for Conservatives,” writes that a “senior
administration official” had “urged a small gathering of reporters to start writing on what he
deemed ‘the most insidious power grab that we have seen in a very long time.””

*September 22, 2010: In New York City, Mr. Obama warns that conservative groups “pose as
non-for-profit, social welfare and trade groups,” even though they are “guided by seasoned
Republican political operatives” who might be funded by a “foreign-controlled corporation.”

September 23, 2010: Upon reconsideration in the Senate, the 2010 Senate version of the
DISCLOSE Act (S. 3628) dies in the Senate, as Democrats fell one vote short of invoking
cloture (59-39) to proceed to consideration of the bill.**

*September 26, 2010: On ABC's “This Week,” Obama senior adviser David Axelrod declares
outright that the “benign-sounding Americans for Prosperity, the American Crossroads Fund” are
“front groups for foreign-controlled companies.”

*September 28, 2010: The President, in Wisconsin, again warns about conservative
organizations ‘“posing as nonprofit groups.” Senator Max Baucus, Chairman of the Senate
Finance Committee, writes to the IRS demanding it investigate nonprofits, citing “recent media
reports” as his cause for concern. The letter names conservative organizations.

October 5, 2010: J. Gerald Hebert, Executive Director of Campaign Legal Center, and Fred
Wertheimer, President of Democracy 21, write the first in a long series of letters to the IRS
saying, “the IRS should investigate whether Crossroads GPS has a primary purpose of
‘participation or intervention in political campaigns on behalf of or in opposition to’ candidates
for public office...”"

October 11, 2010: In a letter to the IRS, Senator Dick Durbin (D-IL) asks the agency to
“quickly examine the tax status of Crossroads GPS and other (c)(4) organizations that are
directing millions of dollars into political advertising.”16

*Qctober 14, 2010: Mr. Obama calls these nonprofit groups “a problem for democracy.”
October 19, 2010: Then-Director of the IRS Exempt Organizations Division, Lois Lerner,

acknowledges at a Duke University panel that “everybody is screaming at [the IRS] right now”
to stop spending by nonprofit groups. Lerner informs the audience: “I won’t know until | look at
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their 990s next year whether they have done more than their primary activity as political or not.
So I can’t do anything right now.”’

October 20, 2010: Pro-“reform” group Public Citizen demands IRS and FEC investigations of
the American Future Fund (a conservative 501(c)(4) organization), saying “American Future
Fund is pulling out the stops to ensure that Republicans are elected this November,” and “hiding
behind [its] nonprofit tax status.”*®

*QOctober 22, 2010: The President slams those who “hide behind these front groups.”
*QOctober 25, 2010: President Obama upgrades them to a “threat to our democracy.”
*QOctober 26, 2010: Mr. Obama decries groups engaged in “unsupervised spending.”

April 20, 2011: White House officials confirm that President Obama is considering an
Executive Order that would require all government contractors to disclose their donations to any
politically active organizations. Senate Minority Leader Mitch McConnell (R-KY) denounces
the proposal as “a cynical effort to muzzle critics of this administration and its allies.”*®

May 12, 2011: The New York Times reports that the IRS intends to “invok[e] a provision that
had rarely, if ever, been enforced” to collect “gift taxes” from major donations to organizations
such as Crossroads GPS and Americans for Prosperity.’ The Wall Street Journal would later
report that the IRS invoked the obscure provision to audit five donors to Freedom’s Watch, a
conservative section 501(c)(4) organization already undergoing an IRS audit itself.*

July 7, 2011: Facing opposition and accusations of political bias from Republicans in Congress,

the IRS suspends its open investigations into whether certain donors are liable for gift taxes,

saying it needs more time “to determine whether there is a need for further guidance in this
9922

area.
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July 27, 2011: Campaign Legal Center and Democracy 21 petition the IRS to adopt “new
regulations to stop section 501(c)(4) organizations from being improperly used to inject tens of
millions of dollars in secret contributions into federal elections.”*

August 3, 2011 — Present: A group of ten law professors submits a rulemaking petition to the
SEC “that would require public companies to disclose information about their political
spending.”® In the following months, it gathers support from “a loose coalition of Democratic
elected officials, shareholder activists and pension funds” calling on the Commission “to require
publicly traded corporations to disclose to shareholders all of their political donations™? Former
SEC senior staff write to former Chairman Mary Shapiro, saying “the mechanisms already exist,
and...people are using them.”?®

September 28, 2011: A letter authored by Campaign Legal Center and Democracy 21 says “the
IRS should conduct an investigation of whether [Crossroads GPS, Priorities USA, American
Action Network, and Americans Elect] has engaged in more than an insubstantial amount of
non-exempt activity...”27

November 1, 2011: Senator Tom Udall (D-NM) introduces S.J. Res. 29, which proposes an
amendment to the Constitution giving Congress “power to regulate the raising and spending of
money and in kind equivalents with respect to Federal elections...”?® The measure was referred
to the Senate Judiciary Committee, but failed to receive a hearing.?

November 15, 2011: U.S. Representative Jim McGovern (D-MA) introduces the “People’s
Rights’” Amendment (H.J. Res. 88), which restricts “the rights protected by this Constitution” to
“the rights of natural persons,” and grants Congress power to implement any and all regulation of
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corporate entities.*® The proposed amendment was referred to the House Judiciary Committee,
but never received a hearing.**

December 14, 2011: In a third letter to the IRS, Campaign Legal Center and Democracy 21 say
“the failure of the IRS to carry out its statutory enforcement responsibilities to prevent the abuse
of the tax laws could have a major impact on the 2012 elections,” and they “urge the IRS in the
strongest possible terms to expeditiously examine the matters we have brought to its
attention...before it is too late.”*?

January 2012: The IRS begins sending letters explaining that applications for tax-exempt status
cannot be evaluated until the groups complete lengthy and complex questionnaires, some of
which ask over 80 questions and include requests for “all copies of...corporate minutes from
inception to present,” and “how each compensation package was determined” for all “directors,
officers, or key employees,” past and present.33

February 9, 2012: For a second time, Representative Chris Van Hollen introduces the
DISCLOSE Act in the House of Representatives, where it eventually dies in the House
Administration and House Judiciary Committees.®*

February 16, 2012: A joint letter from Senators Michael Bennet (D-CO), Al Franken (D-MN),
Jeff Merkley (D-OR), Chuck Schumer, Jeanne Shaheen (D-NH), Tom Udall (D-NM), and
Sheldon Whitehouse (D-RI) asks the IRS to investigate tax-exempt organizations’ political
activities.* In Senator Bennet’s accompanying press release, he opines that “operations such as
Mr. [Karl] Rove’s [Crossroads GPS] should not be allowed to masquerade as charities.”%

March 6, 2012: The New York Times reports the IRS has begun scrutinizing “dozens” of Tea
Party organizations, “demanding to know their political leanings and activities.”’

0 yUs. Representative James P. McGovern et al., “H.J. Res. 88,” Government Printing Office. Retrieved on June 26, 2013.
Available at: http://www.gpo.gov/fdsys/pka/BILLS-112hjres88ih/pdf/BILLS-112hjres88ih.pdf (November 15, 2011), p. 2.

3 «Bill Summary & Status 112th Congress (2011 - 2012) H.J. Res. 88 All Congressional Actions,” The Library of Congress.
Retrieved on June 26, 2013. Auvailable at: http://thomas.loc.gov/cgi-
bin/bdquery/D?d112:14:./temp/~bdpy0e: @ @ @ X|/home/LegislativeData.php?n=BSS;c=112| (November 15, 2011).

%2 J. Gerald Hebert and Fred Wertheimer, “Watchdog Groups Send Treasury IG Previous Requests Urging IRS Action Against
Groups Improperly Claiming 501(c)(4) Tax Status,” Democracy 21. Retrieved on June 13, 2013. Available at:
http://www.democracy?21.org/wp-content/uploads/2013/05/L etters-to-1RS.pdf (December 14, 2011), p. 40.

% Exempt Organizations Specialist, “Letter 1312,” Internal Revenue Service. Retrieved on June 12, 2013. Available at:
http://Awww.documentcloud.org/documents/323502-letter-from-the-irs-to-tea-party-organizations.html (January 26, 2012).

¥ «HR. 4010 (112th): DISCLOSE 2012 Act,” Govtrack.us. Retrieved on June 17, 2013. Available at:
http://www.govtrack.us/congress/bills/112/hr4010 (February 9, 2012).

% U.S. Senator Tom Udall et al., “Senators Call for IRS Investigations into Potential Abuse of Tax-Exempt Status by Groups
Engaged in Campaign Activity,” Office of Senator Tom Udall. Retrieved on June 17, 2013. Available at:
http://www.tomudall.senate.gov/?p=press_release&id=1026 (February 16, 2012).

% U.S. Senator Michael Bennet, “Senators Call for IRS Investigations into Potential Abuse of Tax-Exempt Status by Groups
Engaged in Campaign Activity,” Office of Senator Michael F. Bennet. Retrieved on June 17, 2013. Available at:
http://www.bennet.senate.gov/newsroom/press/release/senators-call-for-irs-investigations-into-potential-abuse-of-tax-exempt-
status-by-groups-engaged-in-campaign-activity (February 16, 2012).

%" Jonathan Weisman, “Scrutiny of Political Nonprofit Sets Off Claim Of Harassment,” The New York Times. Retrieved on June
12, 2013. Awvailable at: http://www.nytimes.com/2012/03/07/us/politics/irs-scrutiny-of-political-groups-stirs-harassment-
claim.html?_r=0 (March 6, 2012).
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March 9, 2012: A fourth letter from Campaign Legal Center and Democracy 21 again asks “the
IRS to move forward expeditiously to investigate the groups we have identified in our earlier
letters...”

March 12, 2012: Led by Senator Chuck Schumer, the seven Senators who sent the February 16,
2012 letter to the IRS send a second letter to the Agency demanding additional investigation and
regulation of 501(c)(4) groups, declaring that they suspect “abuse of the tax code by political
groups” and asking the agency to enforce a strict cap on political spending by 501(c)(4) groups.
The letter also vows, “if the IRS is unable to issue administrative guidance in this area then we
plan to introduce legislation to accomplish these important changes [to section 501(c)(4) of the
Internal Revenue Code].”*

March 14, 2012: On the heels of Senator Schumer’s letter two days prior, twelve Republican
Senators, including Senate Finance Committee Ranking Member Orrin Hatch (R-UT), Rob
Portman (R-OH), Minority Leader Mitch McConnell, and Rand Paul (R-KY) send a letter to
then-IRS Commissioner Dan Shulman regarding “excessive” IRS inquiries into grassroots Tea
Party organizations, seeking “assurance that this recent string of inquiries has a sound basis in
law and is consistent with the IRS’s treatment of tax-exempt organizations across the
spectrum.”4°

March 21, 2012: Senator Sheldon Whitehouse introduces a new version of the DISCLOSE Act,
S. 2219. The bill later dies in the Senate Committee on Rules and Administration.**

March 22, 2012: Campaign Legal Center and Democracy 21 press the IRS for action on its
2011 rulemaking petition, saying “absent such action by the IRS, the agency will bear direct
responsibility for the misuse and abuse of the tax laws by groups that are flooding our elections
with secret money.”42

% J. Gerald Hebert and Fred Wertheimer, “Watchdog Groups Call on IRS to Ignore Efforts to Dissuade the Agency from
Investigating Eligibility of Political Groups for Tax-Exempt Status as 501(c)(4) “Social Welfare” Groups, Democracy 21.
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http://www.democracy?1.org/uploads/Letter to IRS_Requesting_Investigation_of 501c4_Organizations 3 9 2012.pdf (March
9, 2012), p. 3.

% U.S. Senator Charles E. Schumer et al., “SENATE DEMOCRATS URGE IRS TO IMPOSE STRICT CAP ON POLITICAL
SPENDING BY NONPROFIT GROUPS—VOW LEGISLATION IF AGENCY DOESN’T ACT,” Office of Senator Charles E.
Schumer. Retrieved on June 12, 2013. Available at: http://www.schumer.senate.gov/Newsroom/record.cfm?id=336270 (March
12,2012).

“0 Senator Orrin Hatch and Senator Rob Portman, et al., “Senators to IRS: Don’t Let Politics Trump Policy on Non-Profit Group
Designations,” United States Senate Committee on Finance. Retrieved on June 25, 2013. Available at:
http://www.finance.senate.gov/newsroom/ranking/release/?id=b49bd610-6a0f-4ea5-bea2-8ce37e2e5e04 (March 14, 2012).

#«g 2219 (112™): Democracy is Strengthened by Casting Light On Spending in Elections Act of 2012,” Govtrack.us. Retrieved
on June 17, 2013. Available at: http://www.govtrack.us/congress/bills/112/s2219 (March 21, 2012).

#2 ], Gerald Hebert and Fred Wertheimer, “Democracy 21 and Campaign Legal Center Again Call on IRS to Initiate Rulemaking
Proceeding to Revise and Clarify Eligibility Requirements for 501(c)(4) Tax-Exempt Status,” Democracy 21. Retrieved on June
13, 2013. Available at: http://www.democracy21.org/uploads/Letter to IRS re Petition_for_rulemaking_on_501c4_groups.pdf
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April 12, 2012: SEC Commissioner Luis Aguilar attempts to add a commitment to the
rulemaking proposal (see August 3, 2011 entry) to the Agency’s agenda. A bipartisan majority of
the five SEC Commissioners declines, approving the agenda in its original form.*?

April 16, 2012: Representative Anna Eshoo (D-CA), Ranking Member of the House
Communications and Technology Subcommittee, writes a letter to FCC Chairman Julius
Genachowski, supporting a proposed regulation that would require TV broadcasters to make
their public file, including political advertisers, available online.**

April 17, 2012: Campaign Legal Center and Democracy 21 send a sixth letter to the IRS to
“again call on the IRS to investigate and take appropriate enforcement action against Crossroads
GPS regarding its claimed status as a section 501(c)(4) tax-exempt °‘social welfare’
organization.”®

April 23, 2012: IRS Chief Counsel William Wilkins meets with President Barack Obama two
days before his office releases new guidelines for scrutinizing tea-party groups seeking tax-
exempt status.*® An unnamed attorney in the IRS was appalled: “In my seven years of working at
a general counsel's office, | have never once heard of our general counsel meeting with the
President. OLC [White House Office of Legal Counsel] would go crazy if he did. | have worked
on a couple of legal opinions that did go to the White House. And each time they were staffed
through OLC...So I can't for the life of me come up with any kind of innocent explanation for
why Obama would have met with the chief counsel of the IRS. That meeting shouldn't ever
happen, and especially not without the commissioner of the IRS being there.”*’

April 26, 2012: IRS Deputy Commissioner Steven Miller responds to GOP Senators’ March 14
letter. According to Senator Hatch’s Finance Committee office, “the letter does not acknowledge
that the IRS had inappropriately targeted tea party groups or asked improper questions about
their contributors.”*®

May 24, 2012: In yet another joint letter from Campaign Legal Center and Democracy 21, the
authors demand that the IRS “deny the pending application submitted by Crossroads GPS to

* Memorandum from Majority Staff, “The SEC and Political Speech,” U.S. House of Representatives Committee on Oversight
and Government Reform. Retrieved on July 24, 2013. Available at: http://oversight.house.gov/wp-
content/uploads/2013/07/OGR-Memo-The-SEC-and-Political-Speech.pdf (July 22, 2013), p. 4.

# U.S. Representative Anna G. Eshoo, “Letter to Julius Genachowski,” Congress of the United States. Retrieved on June 24,
2013. Available at: http://eshoo.house.gov/images/stories/4.16.12_Public_Files_Letter to FCC.pdf (April 16, 2012).

% J. Gerald Hebert and Fred Wertheimer, “Democracy 21 and Campaign Legal Center Again Call on IRS to Investigate
Eligibility of Crossroads GPS for Tax-Exempt Status as ‘Social Welfare’ Organization,” Democracy 21. Retrieved on June 13,
2013. Available at: http://www.democracy21.org/uploads/IRS LETTER_CROSSROADS_GPS 4 17 12.pdf (April 17, 2012),
p. 1.

% Patrick Howley, “Embattled IRS chief counsel met with Obama 2 days before agency changed targeting criteria,” The Daily
Caller. Retrieved on August 5, 2013. Available at: http://dailycaller.com/2013/07/22/embattled-irs-chief-counsel-met-with-
obama-2-days-before-writing-new-targeting-criteria/ (July 22, 2013).

T Sue Reisinger, “IRS Chief Counsel Continues to Draw Critical Fire,” Corporate Counsel. Retrieved on August 5, 2013.
Available at:  http://www.law.com/corporatecounsel/PubArticleFriendlyCC.jsp?id=1202612653261&slreturn=20130705111802
(July 29, 2013).

“® Julia Lawless and Antonia Ferrier, “Timeline of Key Events Surrounding IRS Targeting of Conservative Groups,” United
States Senate Committee on Finance. Retrieved on June 25, 2013. Auvailable at:

http://www.finance.senate.gov/newsroom/ranking/release/?id=916a4628-a5c2-4240-b659-3aaaa93290f1 (May 13, 2013).
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obtain section 501(c)(4) tax status.”*® The letter heavily bases its claims about Crossroads GPS
on a May 22, 2012 article in The New York Times.

June 18, 2012: Eleven Republican Senators, led by Orrin Hatch and Mitch McConnell, demand
that the IRS explain its rationale for requesting confidential donor lists as part of its evaluation of
tax-exempt status applications. In their letter, the Senators caution that “the public release of
private donor information exposes citizens to possible harassment and intimidation.”*°

June 20, 2012: In a press release from Public Citizen, Craig Holman, the organization’s
Government Affairs Lobbyist, calls for the FEC to scrutinize Crossroads GPS, saying it “appears
to serve little purpose other than buying Congress and the White House in the 2012 elections,
and therefore appears to be in clear violation of the law.”*

July 9, 2012: Former Representative Barney Frank (D-MA) and then-Ranking Member of the
House Financial Services Committee writes to the SEC Office of Legislative and
Intergovernmental Affairs, inquiring about “SEC authority to require disclosure on corporate
charitiable [sic] contributions. There is particular interest in what the authority is for disclosure
of 501(c)(4) contributions.”

July 10, 2012: Senator Sheldon Whitehouse re-introduces the DISCLOSE Act of 2012 (S.
3369), where it faces further Republican opposition.>

July 12, 2012: A letter from The Campaign Legal Center urges senators to support the
DISCLOSE Act, calling it an “urgently needed legislative response to the new types of high-
dollar, anonymously-funded political spending triggered by the Supreme Court’s
decision in Citizens United v. FEC.”™*

July 16, 2012: A letter from Americans for Campaign Reform, the Brennan Center for Justice,
Campaign Legal Center, Citizens for Responsibility and Ethics in Washington, Common Cause,
Democracy 21, League of Women Voters, People for the American Way, Public Citizen, and
Sunlight Foundation urges Senators to vote for cloture on the DISCLOSE Act, calling the vote “a

# J. Gerald Hebert and Fred Wertheimer, “Watchdog Groups Submit New Information to IRS Showing Crossroads GPS Not
Entitled to Section 501(c)(4) Tax-Exempt Status,” Democracy 21. Retrieved on June 13, 2013. Available at:
http://www.democracy?1.org/uploads/IRS LETTER_CROSSROADS GPS 5 24 12%281%29.pdf (May 24, 2012), p. 4.

0 U.S. Senator Orrin Hatch et al., “Senators to IRS: Congress has Made Privacy the Rule, Not the Exception,” United States
Senate Committee on Finance. Retrieved on June 25, 2013. Available at:
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June 13, 2013. Available at: http://www.citizen.org/pressroom/pressroomredirect.cfm?ID=3636 (June 20, 2012).

52 Memorandum from Majority Staff, “The SEC and Political Speech,” U.S. House of Representatives Committee on Oversight
and Government Reform. Retrieved on July 24, 2013. Available at: http://oversight.house.gov/wp-
content/uploads/2013/07/OGR-Memo-The-SEC-and-Political-Speech.pdf (July 22, 2013), p. 4. p. 5.

% «Bill Summary & Status 112th Congress (2011 - 2012) S.3369 All Congressional Actions,” The Library of Congress.
Retrieved on June 17, 2013. Auvailable at: http://thomas.loc.gov/cqi-
bin/bdquery/z?d112:SN03369: @@ @X|/home/L egislativeData.php?n=BSS;c=112| (July 10, 2012).

% J. Gerald Herbert and Meredith McGehee, “July 12, 2012 - Legal Center Urges Senators to Pass DISCLOSE Act,” The
Campaign Legal Center. Retrieved on June 17, 2013. Available at:
http://www.campaignlegalcenter.org/index.php?option=com_content&view=article&id=1789:july-12-2012-legal-center-urges-
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clear choice: vote for public disclosure to inform citizens about the donors providing funds to
influence their votes, or vote to protect secret money.”55

July 16, 2012: The DISCLOSE Act of 2012 fails to pass a Senate vote for cloture. Senate
Majority Leader Harry Reid (D-NV) insists that wealthy conservative donors are on the cusp of
purchasing the 2012 elections: “If this flood of outside money continues, the day after the
election, 17 angry old white men will wake up and realize they've just bought the country.”®

July 17, 2012: The IRS responds to Campaign Legal Center’s and Democracy 21’s 2011
petition (see July 27, 2011 and March 22, 2012 entries), promising to “consider proposed
changes in this area as we work...to identify tax issues that should be addressed through
regulations.. 7

July 23, 2012: Campaign Legal Center and Democracy 21 “welcome” the IRS’ response to their
petitions, but call for urgent action and warn that “the failure of the IRS to take action on this
matter has allowed groups...to make assertions about IRS rules that are unsupported by law, and
thereby to provide a veil of secrecy for the donors financing their campaign-related
expenditures.” The letter also singles out Crossroads GPS as the “biggest and most blatant
example of massive campaign spending by a group claiming tax-exempt status as a section
501(c)(4) ‘social welfare’ organization.”5

August 6, 2012: Perturbed by the IRS’s vow to “consider proposed changes” in its July 17
response to Campaign Legal Center and Democracy 21°s joint 2011 rulemaking petition, Senator
Orrin Hatch and nine other GOP Senators warn: “We believe these petitions have less to do with
concerns about the sanctity of the tax code and more about setting the tone for the upcoming
presidential election, and we urge you to resist allowing the IRS rulemaking process to be
subverted to achieve partisan political gains.”59

August 9, 2012: Campaign Legal Center and Democracy 21 send a ninth joint letter to the IRS,
characterizing opposition to their 2011 rulemaking petition as “a partisan effort to allow pro-
Republican campaign groups like Crossroads GPS to continue hiding their donors from the
American people...”®
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August 21, 2012: Campaign Legal Center and Democracy 21 write to the IRS, apparently to
bring a single ProPublica article on the activity of 501(c)(4)’s to the agency’s attention. The
letter simply explains that they “believe the report further documents the case we have made in a
series of letters.”®*

August 29, 2012: When asked about Citizens United during an online Q&A session on the
website Reddit, President Barack Obama responds, “We need to seriously consider mobilizing a
constitutional amendment process to overturn Citizens United.”®

September 2012: Under pressure from Democratic Leadership in Congress and humerous pro-
regulation organizations,®® SEC Commissioners place the proposed donor disclosure rule on its
rulemaking agenda, signaling their intention to decide whether to recommend the rule change. It
is the most significant progress the proposed rule has made thus far.®*

September 19, 2012: Senator Carl Levin (D-MI) demands that the IRS take a more active role
in inspecting tax-exempt groups, saying “The Internal Revenue Service (IRS) — the organization
that grants these groups their tax-exempt status in the first place — should be protecting the voting
public from these groups that pretend to be acting in the social welfare but are instead engaging
in partisan politics.”®

September 27, 2012: The eleventh letter from Campaign Legal Center and Democracy 21 to the
IRS advocates “denying Crossroads GPS tax-exempt status and...imposing appropriate penalties
on the organization.”®

October 4, 2012: Roughly a month before the 2012 general election, Representative Elijah
Cummings (D-MD), Ranking Member of the House Oversight and Government Reform
Committee, launches an investigation into True the Vote (TTV), a grassroots election-integrity
organization, requesting extensive documentation from TTV and questioning the legality of the
organization’s activities.
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7 U.S. Representative Elijah Cummings, “Letter to Ms. Catherine Engelbrecht,” U.S. House Committee on Oversight and
Government Reform. Retrieved on June 24, 2013. Available at: http://www.scribd.com/doc/110033576/2012-10-04-EEC-to-
Engelbrecht-TrueTheVote (October 4, 2012).
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October 7, 2012: Lisa Gilbert, of campaign finance “reform” group Public Citizen, writes in
USA Today, “The Internal Revenue Service (IRS) should take more care as it classifies groups to
ensure they don't allow sham non-profits to register as 501(c)(4)s,” and urges Federal
Communications Commissioner (FCC) and Securities and Exchange Commission (SEC)
involvement.®

November 6, 2012: Colorado voters approve the Colorado Corporate Contributions
Amendment (Amendment 65),%° a ballot measure asking Colorado’s Congressional delegation to
propose a Constitutional amendment to reverse Citizens United “that allows congress and the
states to limit campaign contributions and spending.”70

November 6, 2012: Montanans approve Initiative No. 166,"* which establishes that
“corporations are not entitled to constitutional rights because they are not human beings, and
charges Montana elected and appointed officials, state and federal, to implement that policy.”
This includes charging its Congressional delegation with proposing a Constitutional amendment
to reverse Citizens United."?

December 2012: The Office of Management and Budget announces the SEC “is considering
whether to recommend that the Commission issue a proposed rule to require that public
companies provide disclosure to shareholders regarding the use of corporate resources for
political activities.”

December 3, 2012: An incredulous letter from Campaign Legal Center and Democracy 21
reacts to the IRS’ published list of agency priorities: “nowhere on this list of 317 agency
‘priorities,” which includes a list of 13 priorities specifically relating to exempt organizations, is
there any mention of a project to revise and clarify the rules dealing with political activities by
section 501(c)(4) groups.””

December 7, 2012: An internal SEC memo from the Agency’s Senior Special Counsel warns
that “[the] FEC is the primary federal regulator of political activity disclosure. Formulating a

% Yisa Gilbert, “Column: Two steps forward, two steps back,” USA Today. Retrieved on June 12, 2013. Available at:
http://www.usatoday.com/story/opinion/2012/10/07/disclosure-corporations-elections-money/1612181/ (October 7, 2012).

8 «Amendment 65 - Campaign Finance Limits Election Results,” The Denver Post. Retrieved on June 24, 2013. Available at:
http://data.denverpost.com/election/results/amendment/2012/65-campaign-finance-limits/ (June 24, 2013).

™ Ari Armstrong, “Amendment 65: An intrusion on our right to free speech,” The Denver Post. Retrieved on June 25, 2013.
Available at: http://www.denverpost.com/opinion/ci_21647818/no-it-intrudes-our-right-free-speech (September 30, 2012).

! Montana Secretary of State Linda McCulloch, “2012 STATEWIDE GENERAL ELECTION CANVASS,” State of Montana.
Retrieved on June 24, 2013. Available at: http://sos.mt.gov/Elections/2012/2012_General_Canvass.pdf (2012), p. 28.

2 «BALLOT LANGUAGE FOR INITIATIVE NO. 166 (I-166),” State of Montana. Retrieved on June 24, 2013. Available at:
http://sos.mt.gov/Elections/2012/Ballotlssues/I-166.pdf (2012), p. 1.

™ Memorandum from Majority Staff, “The SEC and Political Speech,” U.S. House of Representatives Committee on Oversight
and Government Reform. Retrieved on July 24, 2013. Available at: http://oversight.house.gov/wp-
content/uploads/2013/07/O0GR-Memo-The-SEC-and-Political-Speech.pdf (July 22, 2013), p. 2.

™ J. Gerald Hebert and Fred Wertheimer, “Democracy 21 and the Campaign Legal Center Charge the IRS With Indefensible
Abdication of Responsibility,” Democracy 21. Retrieved on June 13, 2013. Available at: http://www.democracy?1.org/wp-
content/uploads/2012/12/IRS-LETTER-PRIORITY-GUIDANCE-PLAN-12-3-12.pdf (December 3, 2012), p. 1.
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SEC disclosure rule that is not duplicative of other federal and state law requirements and does
not raise First Amendment issues may be challenging.”75

December 11, 2012: New York Attorney General Eric Schneiderman announces a “far-reaching
draft regulation” that “would require any tax-exempt group that does business in New York to
disclose what proportion of its total spending went to political activities.” He is required to hold
public hearings, but is a legally capable of approving the proposed regulations unilaterally.”

December 14, 2012: ProPublica receives Crossroads GPS’ 2010 application for tax-exempt
status from the IRS. Because the group’s tax-exempt status had not yet been recognized, the
application was confidential. Despite the IRS’ warning that publishing a pending application
could result in fines and/or jail time, ProPublica publishes the full application.’’

December 27, 2012: Senators Ron Wyden (D-OR) and Lisa Murkowski (R-AK) announce their
intention to formally introduce a campaign finance “reform” proposal, similar in many ways to
the DISCLOSE Act,’® which would require nonprofits to disclose their donors and would make
the source and amount of each contribution immediately available online “so that the American
people are %ot forced to suffer through another election cycle filled with anonymous sleaze and
innuendo.”

January — February 2013: New York Comptroller Thomas DiNapoli begins filing lawsuits to
force private companies to reveal their political expenditures. The suits were filed on behalf of
the state’s retirement fund, against companies in which the retirement fund is invested. The
strategy has some early successes, as KeyCorp and Qualcomm® succumb to political pressure.®

January 2, 2013: Responding to ProPublica’s publication of Crossroads GPS’ application for
tax-exempt status, Campaign Legal Center and Democracy 21 tell the IRS, “Crossroads GPS has

™ Memorandum from Majority Staff, “The SEC and Political Speech,” U.S. House of Representatives Committee on Oversight
and Government Reform. Retrieved on July 24, 2013. Available at: http://oversight.house.gov/wp-
content/uploads/2013/07/O0GR-Memo-The-SEC-and-Political-Speech.pdf (July 22, 2013), p. 3.

8 Nicholas Confessore, “Attorney General Seeks to Force Disclosure of More Political Donors,” The New York Times. Retrieved
on June 13, 2013. Available at: http://www.nytimes.com/2012/12/12/nyregion/new-york-attorney-general-seeks-to-expose-
more-political-donors.html?hp& r=1& (December 11, 2012).

" Kim Barker, “Karl Rove’s Dark Money Group Promised IRS It Would Spend ‘Limited” Money on Elections,” ProPublica.
Retrieved on June 12, 2013. Available at: http://www.propublica.org/article/what-karl-roves-dark-money-nonprofit-told-the-irs
(December 14, 2012).

8 Dylan Matthews, “Wyden and Murkowski have a bill to fight super PACs. Does it go far enough?,” The Washington Post.
Retrieved on June 17, 2013. Available at: http://www.washingtonpost.com/blogs/wonkblog/wp/2013/04/27/wyden-and-
murkowski-have-a-bill-to-fight-super-pacs-does-it-go-far-enough/ (April 27, 2013).
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http://www.murkowski.senate.gov/public/index.cfm?p=PressReleases&ContentRecord_id=bdaa0b05-1d7d-4c0b-a88f-
9dd70f7de479 (December 27, 2012).

% Nicholas Confessore, “Qualcomm Reveals Its Donations to Tax-Exempt Groups,” The New York Times. Retrieved on June 12,
2013. Available at: http://cityroom.blogs.nytimes.com/2013/02/22/qualcomm-agrees-to-reveal-donations-to-tax-exempt-groups/
(February 22, 2013).

8 Lachlan Markay, “A Chilling Effect,” Washington Free Beacon. Retrieved on June 12, 2013. Available at:
http://freebeacon.com/a-chilling-effect/ (January 29, 2013).
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no business being treated as a ‘social welfare’ organization and the IRS should deny its
application for tax-exempt status as a section 501(c)(4) organization.”®*

January 3, 2013: Once again, Representative Chris Van Hollen re-introduces the DISCLOSE
Act in the House of Representatives.?® The legislation, H.R. 148, has yet to get a hearing in any
of the House Committees to which it’s been referred.®*

January 15, 2013: A senior staff member at the Securities and Exchange Commission outlines
new guidelines for closer scrutiny of section 501(c) and 527 groups.®®

January 16, 2013: Citing ProPublica reports, Campaign Legal Center and Democracy 21 write
to the IRS to request an investigation of American Tradition Partnership’s 501(c)(4) status.®

January 17, 2013: Saying Citizens United “poses a direct threat to our democracy,” 19
Democratic Representatives submit a letter to the House Committee on the Judiciary requesting
“a hearing on [proposed] Constitutional remedies to Citizens United.”®’

February — March 2013: A new FCC rule requires TV stations to place information about all
their ad-buys from political media agencies on a public file, which promptly results in “tens of
thousands of dollars” being stolen from the advertisers by online thieves who obtained this bank
account information from the publicly disclosed information.®®

February 19, 2013: At a campaign stop, Representative Ed Markey (D-MA), then-special-
election candidate for U.S. Senate, compares the Citizens United ruling to the 1857 pro-slavery
ruling in Dred Scott v. Sanford, saying “The Dred Scott decision had to be repealed; we have to
repeal Citizens United.”®

8 | Gerald Hebert and Fred Wertheimer, “Watchdog Groups Again Call on IRS to Deny Tax-Exempt Status to Karl Rove’s
Crossroads GPS,” Democracy 21. Retrieved on June 13, 2013. Available at: http://www.democracy?21.org/wp-
content/uploads/2013/01/IRS-LETTER-CROSSROADS-GPS-FINAL-1-2-13.pdf (January 2, 2013), p. 3.

8 .S. Representative Chris Van Hollen, “Van Hollen Reintroduces DISCLOSE Act,” Office of U.S. Representative Chris Van
Hollen. Retrieved on June 17, 2013. Available at: http://vanhollen.house.gov/news/documentsingle.aspx?DocumentlD=316296
(January 3, 2013).

8 Bill Summary & Status 113" Congress (2013-2014) H.R. 148 All Congressional Actions,” The Library of Congress. Retrieved
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8 Memorandum from Majority Staff, “The SEC and Political Speech,” U.S. House of Representatives Committee on Oversight
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21. Retrieved on June 13, 2013. Awvailable at: http://www.democracy?1.org/wp-content/uploads/2013/01/IRS-LETTER-
WESTERN-TRADITION-PARTNERSHIP-1-15-13.pdf (January 16, 2013).

87 U.S. Representative Donna F. Edwards et al., “Letter to House Committee on the Judiciary Chairman Robert Goodlatte and
Ranking Member John Conyers,” Congress of the United States. Retrieved on June 26, 2013. Available at:
http://big.assets.huffingtonpost.com/L etter.pdf (January 17, 2013), p. 1.

8 Gregg Skall and James Kahl, “Online Political Files Lead To Online Thefts,” TVNewsCheck. Retrieved on June 12, 2013.
Available at: http://www.tvnewscheck.com/article/66100/online-political-files-lead-to-online-thefts (March 12, 2013).

8 Aaron Blake, “Rep. Ed Markey compares Citizens United to Dred Scott case,” The Washington Post. Retrieved on June 26,
2013. Available at: http://www.washingtonpost.com/blogs/post-politics/wp/2013/02/21/rep-ed-markey-compares-citizens-united-
to-dred-scott-case/ (February 21, 2013).
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February 28, 2013: Leading Democrats, including House Minority Leader Nancy Pelosi (D-
CA), respond to a Government Accountability Office report, which discusses the FCC’s role in
enforcing FEC sponsorship identification requirements for political ads under its purview.
Representative Anna Eshoo (D-CA), Ranking Democrat in the House Communications and
Technology Subcommittee, quipped: “Where power once originated from the general electorate,
that balance has shifted in favor of the enormously wealthy, who can now hide their identity and
their political expenditures. It’s time for the FCC to play a crucial role in bringing greater
transparency to America’s electoral system by requiring sponsors of political ads to disclose their
true identity, not just their ambiguously-named Super PAC.”*

March 12, 2013: At a Senate Commerce, Science, and Transportation Committee hearing,
Senator Bill Nelson (D-FL) urges the FCC to force advertisers to disclose their donors in TV ads,
saying “as the result of a Supreme Court decision, we have been beset upon in the political
sphere with an avalanche of undisclosed, unlimited rnoney.”9

March 20, 2013: In a New York Times op-ed, New York State Comptroller Thomas DiNapoli
and NYC Public Advocate Bill de Blasio write an open letter to the SEC calling for immediate
action on the proposed rule requiring publicly traded companies to disclose all political
expenditures.®?

March 30, 2013: The IRS sends out another round of “compliance check” questionnaires to
1,300 501(c) groups. The IRS states that it is focusing on “self-declared” exempt groups.93

April 9, 2013: Senator Sheldon Whitehouse calls the IRS “toothless” in its regulation of
501(c)(4) organizations. Whitehouse claims that organizations are making a “mockery” of
campaign finance law and that “big donors like to use these non-profit entities to launder
campaign spending and hide their identities.”®*

April 23, 2013: Months after announcing a blueprint for their proposal, Senators Wyden and
Murkowski formally introduce their campaign finance “reform” proposal, known as the Follow
the Money Act (S. 791). In a joint Politico op-ed touting their legislation, the Senators explain
that “the bill seeks to end the pass-the-buck, bureaucratic foot-dragging on the part of the FEC
and the Internal Revenue Service, which have failed to take responsibility to enforce the law

% Representatives Nancy Pelosi, Henry Waxman, and Anna Eshoo, “Pelosi, Waxman, Eshoo Call on FCC to Increase Campaign
Ad Disclosure,” U.S. House Committee on Energy and Commerce. Retrieved on June 12, 2013. Available at:
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(March 20, 2013).

% Peter Overby, “IRS To ‘Social Welfare’ Groups: Show Me The Political Ad Money,” NPR. Retrieved on June 12, 2013.
Auvailable at: http://www.npr.org/blogs/itsallpolitics/2013/03/30/175761558/irs-to-social-welfare-groups-show-me-the-political-
ad-money (March 30, 2013).

% Tarini Parti and Byron Tau, “DOJ, IRS tight-lipped on campaign finance probes,” Politico. Retrieved on June 12, 2013.
Available at: http://www.politico.com/story/2013/04/doj-irs-tight-lipped-on-campaign-finance-probes-
89816.html#ixzz2VwH2X1i2 (April 9, 2013).

17


http://democrats.energycommerce.house.gov/index.php?q=news/pelosi-waxman-eshoo-call-on-fcc-to-increase-campaign-ad-disclosure
http://democrats.energycommerce.house.gov/index.php?q=news/pelosi-waxman-eshoo-call-on-fcc-to-increase-campaign-ad-disclosure
http://thehill.com/blogs/hillicon-valley/technology/287761-sen-nelson-urges-fcc-to-unmask-political-ad-donors
http://www.nytimes.com/2013/03/21/opinion/companies-show-us-the-money.html?ref=campaignfinance&_r=1&
http://www.npr.org/blogs/itsallpolitics/2013/03/30/175761558/irs-to-social-welfare-groups-show-me-the-political-ad-money
http://www.npr.org/blogs/itsallpolitics/2013/03/30/175761558/irs-to-social-welfare-groups-show-me-the-political-ad-money
http://www.politico.com/story/2013/04/doj-irs-tight-lipped-on-campaign-finance-probes-89816.html#ixzz2VwH2X1i2
http://www.politico.com/story/2013/04/doj-irs-tight-lipped-on-campaign-finance-probes-89816.html#ixzz2VwH2X1i2

when it comes to bogus nonprofits that injected massive amounts of dark money into the 2012
elections.” One of the provisions of the bill would grant the IRS the power to effectively
impose a death sentence on tax-exempt organizations that make an error of $25,000 or more on
their campaign finance reports.”® The bill has yet to receive a hearing in the Senate Finance
Committee.%’

May 6, 2013: Speaking at a Yale University conference, Ezra Klein, a Washington Post
columnist and MSNBC contributor,”® acknowledges that the media (himself included)
dramatically overstated the supposed threat of Super PAC spending in advance of the 2012
election: “It’s hard to look at the 2012 election, with its record fundraising and the flood of super
PACs and all the rest of it, and come away really persuaded that money was a decisive player.
And yet the way we talked about money in the run-up to the 2012 election, we really suggested it
would be a decisive player. In fact, we suggested, quite often, that it wouldn’t just decide the
election, but that it would imperil democracy itself. So | think we have some explaining to do.”*°

May 10, 2013: In response to a planted question at a tax law conference, IRS Director of Tax-
Exempt Organizations Division, Lois Lerner, publicly apologies on behalf of the IRS for
“‘absolutely inappropriate’ actions by lower-level workers,” who “had selected some
conservative groups for extra scrutiny to determine whether their applications [for tax-exempt
status] should be approved.”100

May 13, 2013: ProPublica reports that it originally received nine confidential pending
applications from IRS agents in December 2012, six of which it published. None of the
confidential applications are from liberal organizations.'%*

May 15, 2013: In a speech on the Senate floor, Senator Whitehouse warns Congress that the
IRS targeting of conservative-oriented groups is “not the only IRS scandal,” stating that the
Service is also “allowing big shadowy forces to meddle in elections anonymously through front

% U.S. Senators Ron Wyden and Lisa Murkowski, “Shedding light on anonymous ads,” Politico. Retrieved on June 17, 2013.
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groups that file false statements.” The same day, Senator Whitehouse indicates that he plans to
re-introduce a version of the DISCLOSE Act later in 2013.'%

May 15, 2013: Pointing to partisan abuses in the IRS, House Republicans voice strong
opposition to the proposed SEC rule during a three-hour hearing with new SEC Chairwoman
Mary Jo White. “We’re giving you an opportunity today to make a clear and emphatic statement
that you will refuse to be bullied by these outside radical groups that are trying to exploit the
corporate disclosure process,” Representative Scott Garrett (R-NJ) said to Chairwoman White.'*

June 1, 2013: Nick Nyhart, President and CEO of Public Campaign, tells ABC News “there are
legitimate questions to be asked about political groups that are hiding behind a 501(c)(4) status.
It's unfortunate a few bad apples at the IRS will make it harder for those questions to be asked
without claims of bias.”**

June 3, 2013: Democracy 21 and Campaign Legal Center send a letter to the House Ways and
Means Committee arguing “the problem is not that the IRS regulations are too restrictive but that
they are far too lax,” and requesting that the Committee not focus narrowly on the targeting of
conservative groups.'®®

June 4, 2013: Congress’s investigation into the IRS’s handling of 501(c)(4) groups prompts
some lawmakers to use the opportunity to introduce new rules and regulations for such
organizations. Representative Richard Neal (D-MA) states that political activity by 501(c)(4)
organizations “is even more egregious than some of the actions of the IRS.”'%

June 5, 2013: New York Attorney General Eric Schneiderman officially adopts new disclosure
rules “requiring nonprofit groups, including 501(c)(4) ‘social welfare’ organizations...to report
the percentage of their expenditures that go to federal, state and local electioneering.”®’
Schneiderman vows that ““Dark Money’ groups that proliferated since Citizens United will be
brought into the light.”108
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June 18, 2013: Sen. Jon Tester, (D-MT) introduces a Constitutional amendment to reverse
Citizens United,'® as requested by Montana Initiative No. 166 (see November 6, 2012 entry
above). The amendment declares “the rights protected by this Constitution to be the rights of
natural persons,” and grants Congress the power to impose upon corporate entities whatever
regulations it may “deem reasonable.”**

June 30, 2013: In a report to Congress, the IRS’s National Taxpayer Advocate, Nina Olson,
recommends that the Agency cease its role in regulating political speech in favor of an agency
with expertise on the subject, like the FEC. “It may be advisable to separate political
determinations from the function of revenue collection. Under several existing provisions that
require non-tax expertise, the IRS relies on substantive determinations from an agency with
programmatic knowledge. Potentially, legislation could authorize the IRS to rely on a
determination of political activity from the Federal Election Commission (FEC) or other
programmatic agency. Specifically, the FEC would have to determine that proposed activity
would not or does not constitute excessive political campaign activity.” ***

July 31, 2013: The National Review Online reports that the House Ways and Means Committee
has discovered e-mail correspondence between the IRS’s Lois Lerner and the FEC general
counsel’s office, which seem to detail illicit sharing of tax information about the American
Future Fund, a 501(c)(4) nonprofit organization. The FEC’s general counsel’s office allegedly
colluded with Lois Lerner to sway a FEC vote on whether or not to prosecute the American
Future Fund, asking for and receiving confidential information in 2008 and 2009.*2

September 17, 2013: A memo released by the House Oversight and Government Reform
Committee updating committee members on the IRS investigation points to “media attention” as
the catalyst for differing treatment of conservative and liberal applications for tax-exempt status.
The memo implies “that IRS personnel responded to ‘dog whistles’...in public statements from
the president and his supporters” along with the criticism of Tea Party groups media outlets
produced in 2010. As negative media coverage of the Tea Party multiplied, beginning in
February 2010, IRS employees in Cincinnati “were flagging Tea Party applications for
Washington's attention, and their stated motive was media interest.”

September 18, 2013: At a House Ways and Means Oversight Subcommittee hearing,
Republican Representatives emphasize the revelation “that new information showed that the IRS
flagged mostly conservative groups for extra surveillance, even after those groups received their
tax-exempt status,” including untimely IRS audits and extensive requests for additional

109 “TESTER’S CONSTITUTIONAL AMENDMENT: CORPORATIONS ARE NOT ‘PEOPLE’,” Office of U.S. Senator Jon
Tester. Retrieved on June 26, 2013. Available at: http://www.tester.senate.gov/?p=press_release&id=2970 (June 18, 2013).

110 .S, Senator Jon Tester et al., “S.J. Res. 18,” Government Printing Office. Retrieved on June 26, 2013. Available at:
http://www.gpo.gov/fdsys/pka/BILLS-113sjres18is/pdf/BILLS-113sjres18is.pdf (June 18, 2013), p. 2.

11 Nina Olson, “Special Report to Congress: Political Activity and the Rights of Applicants for Tax-Exempt Status,” Internal
Revenue Service. Retrieved on July 1, 2013. Available at: http://www.taxpayeradvocate.irs.gov/userfiles/file/FullReport/Special-
Report.pdf (June 30, 2013), p. 16.

112 Eliana Johnson, “E-mails Suggest Collusion Between FEC, IRS to Target Conservative Groups,” National Review Online.
Retrieved on August 5, 2013. Available at: http://nationalreview.com/corner/354801/e-mails-suggest-collusion-between-fec-irs-
target-conservative-groups-eliana-johnson (July 31, 2013).

113 James Taranto, “The Press and the IRS,” The Wall Street Journal. Retrieved on January 30, 2014. Available at:
http://online.wsj.com/news/articles/SB10001424127887323808204579085100811015502?KEYWORDS=%22irs+scandal%22
(September 19, 2013).

20


http://www.tester.senate.gov/?p=press_release&id=2970
http://www.gpo.gov/fdsys/pkg/BILLS-113sjres18is/pdf/BILLS-113sjres18is.pdf
http://www.taxpayeradvocate.irs.gov/userfiles/file/FullReport/Special-Report.pdf
http://www.taxpayeradvocate.irs.gov/userfiles/file/FullReport/Special-Report.pdf
http://nationalreview.com/corner/354801/e-mails-suggest-collusion-between-fec-irs-target-conservative-groups-eliana-johnson
http://nationalreview.com/corner/354801/e-mails-suggest-collusion-between-fec-irs-target-conservative-groups-eliana-johnson
http://online.wsj.com/news/articles/SB10001424127887323808204579085100811015502?KEYWORDS=%22irs+scandal%22

information. The Republican argument, mainly led by Representative Charles Boustany Jr. (R-
LA), was met with accusations of partisanship and paranoia by Democrats on the Subcommittee,
and the many questions regarding former Director of the IRS Exempt Organizations Division
Lois Lerner’s role in the targeting remained unanswered by Danny Werfel, Interim IRS
Commissioner.***

September 20, 2013: After enduring a three-year delay in a decision on its application for tax-
exempt status, the grassroots election-integrity organization, True the Vote, has its application
approved by a joint decision of the IRS and the Department of Justice. As part of the decision to
grant True the Vote’s tax-exempt status, the IRS motions to dismiss the organization’s lawsuit
against the Agency.'*

September 23, 2013: In the wake of a USA Today story revealing internal IRS documents
flagging groups for “anti-Obama rhetoric,” ABC, CBS, and NBC neglect to cover not only this
development, but have not reported on anything related to the IRS scandal for several months.
The obtained IRS documents feature names of targeted groups with commentary by IRS lawyers
as to why the groups were chosen.!*®

September 23, 2013: Lois Lerner retires after 12 years with the IRS while remaining an
important component of the IRS scandal investigations. Senate Finance Committee Chairman
Senator Orin Hatch states that Lerner’s retirement ‘“does not mean the investigation is over.””
The IRS determines Lerner “mismanaged her department and was ‘neglectful of duty’ but found
no evidence of political bias.” According to a Democratic congressional aide, Lerner was to be
terminated following the investigation of her role in the scandal.*’

September 25, 2013: Despite a concerted effort from activist investors wishing to influence
corporate disclosure practices and chill the speech rights of business entities, the 2013 proxy
season ends with significant investor opposition to corporate disclosure resolutions. “According
to the Manhattan Institute’s Center for Legal Policy, such proposals were introduced more often
than any other proposal type in 2013, constituting 20 percent of all proposals among Fortune 250
companies. However, none of these proposals to Fortune 250 companies attracted majority
support, receiving average support from only 18 percent of shareholders in 2013, down from
nearly 25 percent in 2011”8
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October 3, 2013: The National Organization for Marriage files a lawsuit against the IRS,
believing the Agency’s 2012 leak of their private donor list to its political enemies to be
intentional. The Treasury Inspector General for Tax Administration also “investigated the leak of
the National Organization for Marriage’s donor list, but apparently closed the case without
publicly identifying who was responsible.” Privacy laws further prevent the organization from
attaining any information on who leaked their donor list. John C. Eastman, Chairman of National
Organization for Marriage, vows to find the perpetrator and “keep the pressure on” the Justice
Department.**

October 9, 2013: In potential violation of Section 6103 of the Internal Revenue Code, which
forbids any federal employee from “disclos[ing] any return or return information obtained by
him in any manner in connection with his service as such an officer or an employee,” Sarah Hall
Ingram, Director of the IRS Affordable Care Act Office, and senior Obama White House
officials, including Ellen Montz, White House Health Policy Advisor, and Jeanne Lambrew,
Deputy Assistant to the President for Health Policy, reportedly discussed religious groups’
opposition to the contraception mandate in the Affordable Care Act via email. Through these
email conversations, confidential taxpayer information was exposed. When questioned by
Representative Darrel Issa (R-CA) at a House Oversight and Government Reform Committee
hearing, Ingram denies knowledge of the documents.*?°

October 17, 2013: Senator Ted Cruz (R-TX) attempts to shut down another regulatory attempt
at implementing DISCLOSE Act-like provisions through the FCC (see February 11, 2010, April
29, 2010, July 21, 2010, February 9, 2012, March 21, 2012, July 10, 2012, and January 3, 2013
entries) by placing a hold on the nomination of former telecom lobbyist and venture capitalist
Tom Wheeler to lead the Agency “until Mr. Wheeler pledges not to require more disclosures
from the sponsors of political ads.” Cruz previously addressed the issue with Wheeler in a June
confirmation hearing and was reportedly unsatisfied with Wheeler’s response. Earlier in 2013,
“several Democrats suggested the FCC could require such disclosure under its existing
authority.”121

October 29, 2013: Tom Wheeler and Michael O’Rielly are confirmed by a unanimous vote in
the Senate to fill two empty Federal Communications Commission seats. Senator Ted Cruz, who
had previously placed a hold on the nomination, lifted the hold after he “received assurances
from [Wheeler] that the commission would not immediately pursue changes for political
advertising on television.”?

October 30, 2013: An investigation by the House Ways and Means Committee into the
unlawful leak of the National Organization for Marriage’s donor list (See October 3, 2013 entry)
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successfully identifies the IRS employee who disclosed the list. Under the protection of the same
law the employee broke, and because of the employee’s position in the IRS’s Exempt
Organizations Division, no information on the perpetrator of the leak — name, disciplinary action
taken, employment status, etc. — or the leak itself can be revealed to the public or to the National
Organization for Marriage. The donor list at issue went from the unnamed IRS employee to
Matthew Meisel, a former Bain & Company employee, to the Human Rights Campaign, where it
was used to show that then-presidential candidate Mitt Romney’s PAC had previously donated to
the National Organization for Marriage.**®

October 31, 2013: An email chain between the former IRS Director of Exempt Organizations
Division, Lois Lerner, and enforcement attorneys at the Federal Election Commission obtained
by Judicial Watch reveals that several conservative groups’ confidential applications for tax-
exempt status and tax return information were shared between the two agencies. Beginning as
early as January 2009, Lerner shared confidential information about organizations such as the
American Future Fund and American Issues Project through these exchanges in potential
violation of Section 6103 of the Internal Revenue Code.***

November 7, 2013: House Oversight and Government Reform Committee Chairman Darrell
Issa (R-CA) issues a subpoena to the Treasury Department in an effort to discover what
knowledge the Department may have of the IRS’s targeting scandal. The Department has sent
the Committee approximately 1,200 pages of information, but still “several of [the Committee’s]
questions have gone totally unanswered.”*?

November 21, 2013: The IRS reports that it has cleared 75 percent of the applications for
Section 501(c)(4) status delayed by the unraveling IRS scandal. Some applications for tax-
exempt status remain unapproved, even after years of delay.

November 26, 2013: In an effort to “help the government avoid future dust-ups with politically
active nonprofit organizations,” the IRS proposes new rules to restrict what the Agency deems as
excessive spending on campaigns by tax-exempt 501(c)(4) groups. The proposed rules broadly
expand the definition of “political activity” to include activities that have never before been
deemed as “political,” such as voter-registration drives and the production of nonpartisan
legislative scorecards, potentially jeopardizing the tax-exempt status of many nonprofit groups
on both sides of the political spectrum.*®’ Kimberley Strassel of The Wall Street Journal suggests
that the “Treasury [Department] appears to have combed through those tea party applications,
compiled all the groups' main activities, and then restricted those activities in the new rule,”
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noting that most of the aforementioned nonpartisan activities previously considered to be for
social welfare would become illegal under the new regulations. Strassel sees the proposed rules
as a continuation of the IRS targeting, only now codified in law. Comments on the proposed
rulemaking are due to the IRS by February 27.1%

November 27, 2013: On behalf of the Alliance for Justice (AFJ), a national association of more
than 100 progressive organizations, AFJ President Nan Aron responds to the IRS’s proposed
rulemaking regulating 501(c)(4) organizations, arguing that defining certain activities as
“political” removes the ability of organizations to engage in important social welfare activities
like “nonpartisan get-out-the-vote drives, candidate questionnaires, and voter registration
drives.” Aron suggests that smaller 501(c)(4) groups will be forced to shut down due to the lack
of resources needed to obtain the lawyers and accountants necessary to ensure proper adherence
to the new rules. According to Aron, “While the IRS and Treasury achieved their stated goal of
creating clear and definitive definitions, they erred by quashing democratic participation—the
heart of what so many social welfare organizations do.”%

November 30, 2013: The Securities and Exchange Commission releases its 2014 to-do list.
Absent from the list is the proposed rule requiring public companies to disclose their political
spending, a proposal that was on the SEC’s 2013 to-do list. The rule’s exclusion, however, will
not necessarily prevent the issue from being given attention by the Commission in 2014. “SEC
spokesman John Nester said in a statement that the latest agenda ‘represents our best estimate as
to what would be ready for Commission consideration by fall of 201477130

December 2, 2013: Representatives Darrell Issa and Jim Jordan (R-OH), leaders of the House
Oversight and Government Reform Committee’s IRS inquiry, claim the FBI refuses to share
documents from the Bureau’s IRS investigation. ““The department’s tactics have impeded a
congressional investigation and interfered with the committee’s access to documents and
information. Obstructing a congressional investigation is a crime,”” Mr. Issa and Mr. Jordan
write in a letter to FBI Director James B. Comey, Jr., warning that if they don’t receive the
information they have requested, they will use “‘compulsory’ means™ after December 16.%%

December 10, 2013: During his confirmation hearing, John Koskinen, President Obama’s
nominee to become the next IRS Commissioner, assures members of the Senate Finance
Committee that he will “cooperate fully” with the ongoing investigations of the IRS after being
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warned by the Committee’s Ranking Member Orrin Hatch that “the next IRS leader must be
trustworthy and transparent.”132

December 13, 2013: In light of the IRS’s proposed rules for 501(c)(4) groups (See November
26, 2013 entry), both liberal and conservative leaning groups are protesting the rules as
unwarranted restrictions on their activities. Left-leaning groups like the League of Women
Voterlsggand the League of Conservation Voters have spoken out against the expansive new
rules.

December 13, 2013: After what Republicans characterize as a rushed vote, the Senate Finance
Committee approves John Koskinen’s nomination as the new IRS Commissioner with only one
“no” vote by Senator Pat Roberts (R-KS)."*

January 8, 2014: House Oversight and Government Reform Committee Chairman Darrel Issa
and Economic Growth, Job Creation, and Regulatory Affairs Subcommittee Chairman Jim
Jordan question the Department of Justice’s choice of Barbara Kay Bosserman to head the
investigation of the IRS, because Bosserman had previously “donated more than $6,000 to Mr.
Obama’s 2008 and 2012 campaigns, as well as several hundred dollars to the national
Democratic Party.” Issa and Jordan write in a letter that “it is unbelievable that the department
would choose such an individual to examine the federal government’s systematic targeting and
harassment of organizations opposed to the president’s policies,” characterizing Bosserman’s
role as a “startling conflict of interest.”**

January 9, 2014: After being left off the Securities and Exchange Commission’s 2014 to-do list
(See November 30, 2013 entry), 79 members of Congress send a letter to SEC Chairwoman
Mary Jo White requesting the addition of corporate political spending disclosure to the
Commission’s 2014 agenda. The letter states: “We strongly urge the SEC to reconsider and use
its rulemaking authority to require corporations to disclose their political spending to
shareholders.”®

January 9, 2014: More than 55 conservative and free market organizations sign a letter urging
Congress to stop the proposed 501(c)(4) regulations in the omnibus spending bill: “This latest
IRS power grab must be stopped, and we urge you to do so in the omnibus appropriations bill.”
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The letter identifies the IRS as a “rogue agency” that has yet to be held accountable for the
“outrageous abuses” of power it demonstrated in targeting conservative-leaning groups.**’

January 13, 2014: The FBI announces that it does not plan to file criminal charges related to its
investigation of the IRS, concluding that there was not “the kind of political bias or ‘enemy
hunting’ that would amount to a violation of criminal law,” but rather “evidence of a
mismanaged bureaucracy enforcing rules about tax-exemption applications it didn’t understand.”
At this point in the investigation, FBI officials predict that no charges will be made barring the
discovery of any unforeseen evidence.**®

January 13, 2014: A 1,582-page, $1.1 trillion omnibus bill released by congressional
negotiators prohibits funding for the disclosure of campaign contributions by contractors bidding
on federal contracts. As for the IRS, “there’s no funding ‘to target groups for regulatory scrutiny
based 0r1139their ideological beliefs or to target citizens for exercising their First Amendment
rights.””

January 14, 2014: House Ways and Means Committee Chairman Dave Camp (R-MI)
introduces legislation (H.R. 3865) to halt the proposed IRS rules for 501(c)(4) organizations by
proposing a one-year hold on the new regulations, arguing that it is too soon to create new rules
given that the investigation of the IRS targeting scandal has yet to reach a conclusion.**

January 16, 2014: Kimberley Strassel of The Wall Street Journal reveals that in negotiations on
the passage of the omnibus earlier in the week, Democrats sacrificed their main legislative
priorities in order to save the proposed IRS rules for 501(c)(4)s from being halted by GOP efforts
to include provisions to stop implementation of the proposed regulations within the omnibus.
Strassel asserts that the new IRS regulations could “shut up hundreds of groups that pose a direct
threat by restricting their ability to speak freely in an election season about spending or
ObamacCare or jobs.”**

January 17, 2014: President Obama signs the omnibus spending bill into law, codifying
language preventing funding for the disclosure of campaign donations by federal contractors
bidding on government contracts, and language prohibiting the IRS from targeting organizations
based on their political beliefs.**?
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January 22, 2014: In an attempt to understand the IRS language on page 439 of the 1,582-page
omnibus spending bill President Obama signed into law on January 17, many experts have come
to only one conclusion: no one is quite sure of the language’s impact. “Just nine lines long and
68 words, the two clauses say money designated for the IRS cannot be used to ‘target citizens of
the United States for exercising any right guaranteed under the first Amendment’ or to target
‘groups for regulatory scrutiny based on their ideological beliefs.”” The vague language — open
for interpretation by regulators, courts, and lawyers — could have a significant impact on future
IRS regulation of tax-exempt nonprofits.***

January 22, 2014: In a letter to U.S. Attorney General Eric Holder, Senator Ted Cruz
admonishes the Obama administration for its failure to properly investigate the IRS targeting
scandal and discipline those responsible, as was promised when the scandal first broke. In his
letter, Cruz states, “Two hundred fifty-three days have passed since both you and President
Obama professed outrage at the IRS’s wrongful conduct. To date, no one has been indicted.”
Cruz’s letter also encourages Holder to appoint a new, unbiased special prosecutor to conduct the
remainder of the investigation.'**

January 23, 2014: In a speech at the Center for American Progress, Senator Chuck Schumer
encourages the Obama administration and the IRS to take action “administratively” to close
“huge holes in our campaign finance laws created (sic) this ill-advised decision,” referring to
2010’s Citizens United ruling. Schumer further implores the IRS and other government agencies
to “redouble” efforts to combat the “Citizens United loopholes” he views as being taken
advantage of by the Tea Party. In his speech, Schumer also acknowledges that efforts to create
new czﬂ?paign finance regulations legislatively are not likely to pass Congress in the near
future.

January 23, 2014: Conservative author, pundit, and noted critic of President Obama, Dinesh
D’Souza is indicted by the FBI “on federal charges of violating campaign finance laws by using
straw donors to funnel money to a U.S. Senate candidate.” According to the complaint, D’Souza
illegally reimbursed friends for their donations to the Senate campaign of his friend Wendy Long
(R), who lost in 2012 to incumbent Senator Kirsten Gillibrand (D-NY) by a wide margin.
D’Souza’s attorney Benjamin Brafman said in a statement that “Mr. D’Souza did not act with
any corrupt or criminal intent whatsoever. He and the candidate have been friends since their
college days, and at worst, this was an act of misguided friendship by D’Souza. . .It is important
to note that1 gle indictment does not allege a corrupt relationship between Mr. D’Souza and the
candidate.”
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January 29, 2014: Despite the FBI’s predictions that its IRS investigation will not result in
criminal charges (see first January 13, 2014 entry), Attorney General Eric Holder backtracks
from the original report, clarifying that the government may still file criminal charges against
IRS employees involved in the targeting scandal. Though Holder would not discuss the progress
of the investigation, “he denied a published report that the investigation concluded there were no
criminal acts in the targeting.”**’

January 30, 2014: Senator Mitch McConnell implores new IRS Commissioner John Koskinen
to stand up against the proposed IRS regulations for 501(c)(4) social welfare organizations in a
speech on the Senate floor: “what the administration is proposing poses a grave threat to the
ability of ordinary Americans to freely participate in the Democratic process...Commissioner
Koskinen must take a stand against this kind of thuggery and make it clear to a nervous public
that his agency will not engage in any more government-sanctioned crackdowns on speech.”**®

January 30, 2014: Chairman of the House Ways and Means Committee Dave Camp writes a
letter to Secretary of the Treasury Jacob Lew requesting “all documents pertaining to [the]
501(c)(4) rulemaking” between January 1, 2009 and the present. Camp requested the
documentation be proffered no later than February 13, 2014.*4°

February 2, 2014: In response to a question about the IRS scandal during a Super Bowl Sunday
interview with Fox News’ Bill O’Reilly, President Barack Obama blames the IRS targeting
scandal on “some bone-headed decisions...out of a local office,” emphatically declaring that
“not even a smidgeon of corruption” was involved.*

February 4, 2014: Louisiana Governor Bobby Jindal (R) weighs in on the IRS scandal and the
proposed (c)(4) regulations, urging Congress to prevent the proposed regulations from moving
forward because of their threat to privacy and First Amendment freedoms: “The IRS could
easily use those donor lists to engage in harassment and intimidation against those who disagree
with the Administration’s liberal agenda.”**

February 4, 2014: In another joint letter, House Oversight and Government Reform Committee
Chairman Darrel Issa and Economic Growth, Job Creation, and Regulatory Affairs
Subcommittee Chairman Jim Jordan write to IRS Commissioner John Koskinen requesting that
the IRS not consider the proposed 501(c)(4) regulations and that the Committee receive
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information as to how the proposed regulations came into being. “As written, the
Administration’s proposed rule will stifle the speech of social welfare organizations and will
codify and systematize targeting of organizations whose views are at odds with those of the
Administration....we also have serious concerns about the process by which the Administration
promulgated this rule.”*** The letter also details congressional testimony from former IRS Acting
Commissioner Stephen T. Miller, in which he alludes that the IRS targeting of conservative
groups was a response to pressure from Democrats in Congress: “I mean, I think we were — we
had, you know, Mr. Levin complaining bitterly to us about — Senator Levin complaining bitterly
about our regulation that was older than me...And, you know, we were being asked to take a
look at that. And so we were thinking about what things could be done.”*®

February 5, 2014: During a House Ways and Means Oversight Subcommittee hearing with
newly installed IRS Commissioner John Koskinen, House Ways and Means Chairman Dave
Camp reveals a June 2012 email exchange between a Treasury Department attorney and IRS
officials in the Tax Exempt Organizations Division, including former Director Lois Lerner, about
“off-plan” conversations regarding 501(c)(4) groups. “Mr. Camp noted that in this case ‘off-
plan’ appears to mean ‘hidden from the public.” He added that committee interviews with IRS
officials have found that the new 2013 rules were in the works as early as 2011, meaning the
Administration has ‘fabricated the rationale’ for this new regulation.”** Koskinen also indicates
during the hearing that the number of public comments on the proposed (c)(4) rulemaking — over
21,000 at the time of the hearing — is the highest on record that the Agency has received on a
Notice of Proposed Rulemaking.™>

February 5, 2014: In a letter to Commissioner Koskinen, members of the Republican
Leadership in the House and Senate as well as Republicans from the House Appropriations,
Senate Finance, and House Ways and Means Committees strongly encourage the IRS not to go
forth with the proposed rule changes for 501(c)(4)s because it “continufes] to target the first
amendment rights of [the] same grass-roots groups” targeted in the IRS scandal. The letter
continues: “This proposed rule is an affront to free speech itself. It poses a serious and
undeniable threat to the ability of ordinary Americans to freely participate in the democratic
process. That’s why groups all along the political spectrum, from the ACLU to the Chamber of
Commerce, and the citizens who support them, are increasingly concerned about its effect.”*>®

February 5, 2014: Representatives Gerry Connolly (D-VA) and Matt Cartwright (D-PA)
request an investigation of Treasury Inspector General for Tax Administration J. Russell George,
expressing concern about George’s May 2013 audit of the IRS, which revealed that “the IRS
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used inappropriate criteria that identified for review Tea Party and other organizations applying
for tax-exempt status.”’

February 5, 2014: Cause of Action, a nonpartisan 501(c)(3) investigative organization, requests
that the IRS extend the public comment period on the Agency’s proposed 501(c)(4) rulemaking
and files a lawsuit to “delay the IRS issuing a final rule until the IRS produces responsive
records; and order the IRS to re-open the comment period on the proposed rule after the IRS
produces all responsive records.”**®

February 6, 2014: One week after his previous speech on the subject (see January 30, 2014
entry), Senator McConnell speaks on the Senate floor against the proposed 501(c)(4) regulations:
“Under the Administration’s proposed regulations, many citizen groups could be prohibited from
participating in some of the most basic civic engagement activities...Grassroots groups shouldn’t
be persecuted for doing the very things Americans expect them to do — they shouldn’t be forced
to shut down for engaging in the very kind of educational activities the 501(c)4 designation was
designed to support. The idea is to shut up and shut down the voices that oppose the
Administration’s priorities — and it comes on the heels of a long-running pet project of this
Administgggion to expose conservative donors to harassment in order in order to dry up their
funding.”

February 6, 2014: Catherine Engelbrecht, founder of True the Vote, the grassroots election-
integrity outfit, files a formal ethics complaint with the Office of Congressional Ethics over the
conduct of House Oversight and Government Reform Committee Ranking Member Elijah
Cummings. Engelbrecht’s complaint alleges that Representative Cummings “misrepresented his
authority as a Member of Congress to intimidate me and others associated with me, and which
may be responsible for a series of incursions into my personal, organizational and business
affairs by various federal agencies, agents and bureaucracies over the past four years.”'®°

February 7, 2014: In a letter to IRS Commissioner Koskinen complaining about the “millions
of dollars” of taxpayer money “Congressional Republicans are wasting” through requests to the
IRS for documents pertaining to the six ongoing investigations into the Agency’s targeting of
conservative groups, Ranking Member of the House Ways and Means Committee, Sander Levin
(D-MI), and Ranking Member of the House Oversight and Government Reform Committee,
Elijah Cummings, request documentation with “accounting of taxpayer dollars and federal
employee time spent to date on these investigations.”*®*
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February 10, 2014: A coalition of 11 groups who advocate for greater regulation of political
speech write to members of the House Ways and Means Committee, urging them to vote against
a bill by Ways and Means Committee Chairman Dave Camp that would delay implementation of
the IRS’s proposed rules for 501(c)(4) organizations for a year. The letter implores Committee
members not to delay the rulemaking because the signees believe that delay of the proposed
rulemaking “will only serve to prolong the opportunity for the abuses of the tax laws that have
resulted inlegundreds of millions of dollars of undisclosed “dark” money flowing into federal
elections.”

February 11, 2014: Senator Mitch McConnell again takes to the Senate floor, this time to
promote legislation called the “Stop Targeting of Political Beliefs by the IRS Act of 2014” (S.
2011), which would prohibit the proposed 501(c)(4) regulations from becoming law: “Instead of
putting safeguards in place to protect our civil liberties, the Obama Administration is now
dragging the IRS back in the opposite direction. It’s now pushing a regulation that would
actually entrench and encourage the harassment of groups that dare to speak up and engage in the
conversation. It’s trying to intimidate into silence those who send donations to civic groups too.
Predictably, the Obama Administration has tried to spin these regulations as some sort of ‘good
government’ measure — as reforms initiated in response to the IRS scandal. But, of course, we
know that that’s simply not true. In recent days, we learned that these regulations — regulations
designed to suppress free speech — have been in the works for years. So let’s be clear: all of this
is simply unacceptable.”®®

February 11, 2014: Senators John Cornyn (R-TX), Orrin Hatch, and Jeff Flake (R-AZ) also
speak on the Senate floor to rally support for S. 2011, the “Stop Targeting of Political Beliefs by
the IRS Act of 2014” (see previous entry). Cornyn warns that the proposed 501(c)(4) regulations
will “institutionalize the role of the IRS as the speech police.”'®* Hatch highlights the importance
of S. 2011: “That’s why this legislation we’ve introduced today is so important. We need to
send a message to the administration that it can’t tamper with the rules of free speech just
because it doesn’t like what’s being said.”*®® Flake encourages the IRS to make amends with the
public: “It’s time to end the intimidation and harassment. Let’s preserve the First Amendment
rights of all groups, regardless of their ideology, especially those that commit themselves to
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improving our society. And let’s restore the public’s faith in the ability of the IRS to fairly
administer our nation’s tax laws.”®

February 11, 2014: The House Ways and Means Committee votes on a party line basis in favor
of H.R. 3865 (see January 14, 2014 entry), taking a key step towards delaying the IRS’s
proposed 501(c)(4) regulations. “These rules are a blatant attempt to legalize and institutionalize
targeting by the IRS, and are designed to put conservative groups out of business,” Ways and
Means Committee Chairman Dave Camp explained. “It is no wonder the IRS tried to develop
this rule behind closed doors and out of the public’s view. This legislation will put a hold on
these proposed rules until Congress completes its investigation into the IRS’s abuses.”*®’ The
vote comes after Camp reveals that Committee investigations found that the IRS also targeted
established conservative tax-exempt groups for audits, and not just those groups applying for tax-
exempt status.*®®

February 11, 2014: Chief Deputy Whip Peter Roskam (R-IL) sends a letter to lead Department
of Justice investigator for the IRS targeting scandal Barbara Bosserman detailing his
expectations regarding the unbiased principles with which the investigation should be conducted.
Acknowledging the firestorm Bosserman faces considering her prior donations to President
Obama and the Democratic Party, Roskam says his “principle interest is in finding out what
happenedl,egvho is responsible, and ultimately achieving justice for those injured throughout this
process.”

February 12, 2014: Amid cries of disapproval from both conservative and liberal leaning
groups, experts are beginning to doubt the likelihood that the IRS’s proposed 501(c)(4)
regulations will move forward. Tax attorney Marcus Owens, a former high-ranking official at the
IRS, said “the regulations are dead in the water.” With more than 23,000 public comments
overwhelmingly in opposition to the proposed regulations, “critics and supporters of the proposal
agree that the vehement objections could delay or even derail the rules. Tax experts now expect
the Treasury Department to pull back the regulations and rewrite them — or perhaps even
withdraw them comple‘[ely.”170

February 12, 2014: A growing chorus of tax attorneys indicate that the IRS’s proposed rules
governing 501(c)(4) organizations violate the Paperwork Reduction Act of 1995, which requires
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government agencies to accurately estimate the paperwork burdens of newly proposed programs
on the public. According to a letter submitted to the Office of Management and Budget on behalf
of the nonprofit watchdog group Judicial Watch, “The [IRS] fails to mention, let alone review
and evaluate as required under [the Paperwork Reduction Act], the burden of the collection of
information arising out of its replacement of longstanding language.”"*

February 13, 2014: Echoing the actions of Democratic Congressmen before the IRS scandal
came to light in May 2013, several vulnerable Democratic Senators publicly prod the IRS to
regulate 501(c)(4) organizations more aggressively. According to Senator Mark Pryor (D-AK),
“That whole 501(c)(3), 501(c)(4) [issue], those are IRS numbers. It is inherently an internal
revenue matter. There are two things you don’t want in political money, in the fundraising world
and expenditure world. You don’t want secret money, and you don’t want unlimited money, and
that’s what we have now.” For her part, Senator Jeanne Shaheen called spending by 501(c)(4)
groups “ou‘[rageous.”172

February 18, 2014: 29 Senators send a letter to IRS Commissioner John Koskinen asking him
to suspend the IRS’s proposed rulemaking for 501(c)(4) groups. According to the co-signers,
“The IRS is not the appropriate agency to regulate political activity as the proposal delineates
given its lack of subject-matter expertise and role as impartial administrator of our nation's tax
laws. At a minimum, the IRS should not finalize any regulations related to political activity that
would jeopardize the ri%hts established by the First Amendment or be applied selectively to tax-
exempt organizations.'’

February 19, 2014: Senators Chuck Grassley (R-1A), Jeff Sessions (R-AL), Ted Cruz, and
Mike Lee (R-UT) send a letter to FBI Director James Comey inquiring as to the scope and
methodology of the FBI’s routine reviews of campaign finance filings with the FEC. In
particular, the Senators express concern with the FBI’s indictment of Dinesh D’Souza (see
second January 23, 2014 entry), which they believe to be politically motivated: “To dispel this
sort of public perception that Mr. D’Souza may have been targeted because of his outspoken
criticisms of the President, it is important for the FBI to be transparent regarding the precise
origin of this investigation.”"

February 19, 2014: Speaking at a District of Columbia Bar Association event on the IRS’s
proposed rulemaking for 501(c)(4) organizations, Marcus Owens, a partner with Caplin &
Drysdale and a former employee of the IRS’s Exempt Organizations Division, notes: “The only
question is whether the proposed rules will be withdrawn before the midterm election, not

71 patrick Howley, “Claims: Obama administration’s new nonprofit rules violate the Paperwork Reduction Act,” The Daily
Caller. Retrieved on February 13, 2014. Available at: http://dailycaller.com/2014/02/12/claims-obama-administrations-new-
nonprofit-rules-violate-the-paperwork-reduction-act/#ixzz2tBeZvz5B (February 12, 2014), p. 2.

172" Alexander Bolton, “Vulnerable Dems want IRS to step up,” The Hill. Retrieved on February 13, 2014. Available at:
http://thehill.com/homenews/senate/198298-vulnerable-dems-want-irs-to-step-up (February 13, 2014).

178 U S. Senator Jeff Flake et al., “Letter to Commissioner Koskinen,” United States Senate. Retrieved on February 20, 2014.
Available at: http://www.flake.senate.gov/public/_cache/files/3466bab8-b367-48fb-85a9-6f0121d37a28/sen.-flake-letter-to-irs-
commissioner-koskinen.pdf (February 18, 2014), p. 1.

174 U.S. Senator Charles E. Grassley et al., “Letter to Director Comey,” United States Senate Committee on the Judiciary.
Retrieved on  February 20, 2014. Awvailable at: http://images.politico.com/global/2014/02/21/2014-02-
19 ceg_sessions_cruz_lee_to_fbi_routine reviews.html (February 19, 2014), p. 1.

33


http://dailycaller.com/2014/02/12/claims-obama-administrations-new-nonprofit-rules-violate-the-paperwork-reduction-act/#ixzz2tBeZvz5B
http://dailycaller.com/2014/02/12/claims-obama-administrations-new-nonprofit-rules-violate-the-paperwork-reduction-act/#ixzz2tBeZvz5B
http://thehill.com/homenews/senate/198298-vulnerable-dems-want-irs-to-step-up
http://www.flake.senate.gov/public/_cache/files/3466bab8-b367-48fb-85a9-6f0121d37a28/sen.-flake-letter-to-irs-commissioner-koskinen.pdf
http://www.flake.senate.gov/public/_cache/files/3466bab8-b367-48fb-85a9-6f0121d37a28/sen.-flake-letter-to-irs-commissioner-koskinen.pdf
http://images.politico.com/global/2014/02/21/2014-02-19_ceg_sessions_cruz_lee_to_fbi_routine_reviews.html
http://images.politico.com/global/2014/02/21/2014-02-19_ceg_sessions_cruz_lee_to_fbi_routine_reviews.html

whether they will be finalized. They just aren’t workable.” Panelists at the event also noted that
if the proposed rules are finalized, they are likely to be litigated.'"

February 24, 2014: In order to continue the House Committee on Ways and Means
investigation of the IRS scandal, Committee Chairman Dave Camp writes a letter to IRS
Commissioner John Koskinen requesting “fulfillment of a document request” made nearly eight
months prior. Camp threatens “using compulsory process to compel the [documents],” should the
IRS continue to avoid handing over the requested documents.*"®

February 24, 2014: Eleven organizations write a letter to House Representatives encouraging
them to vote no on H.R. 3865 (see January 14, 2014 and third February 11, 2014 entries), saying
the proposed 501(c)(4) regulations the bill intends to halt are vital to prevent “abuses of the tax
laws that have resulted in hundreds of millions of dollars of “dark money” flowing into federal
elections.” The letter says there is “no legitimate justification” for the one-year delay proposed
by H.R. 3865.1"’

February 25, 2014: Senator Ted Cruz weighs in with a public comment opposing the proposed
501(c)(4) regulations: “It is disturbing that the IRS is proposing new rules that would attempt to
further limit the free speech rights of Americans, while the IRS and the Department of Justice
still refuse to provide the American people with all the facts surrounding the IRS’s targeting of
certain organizations based on their political activity.” The letter continues: “The IRS should not
be used as a tool for partisan warfare. And the federal government must respect the First
Amendment rights of our citizens. The proposed new rules do neither.”*"

February 25, 2014: As answers continue to elude those investigating the IRS targeting scandal,
House Oversight and Government Reform Committee Chairman Darrell Issa and the Committee
intend to revisit the questions surrounding Lois Lerner’s pleading of the Fifth following her
opening statement to the Committee insisting she was innocent during a hearing last May. At the
time, some Republican members claimed “she had waived her right by making the statement” of
innocence. Issa writes a letter to Lerner’s attorney indicating the Committee will discuss the
matter on March 5.7
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February 25, 2014: With a rapidly approaching floor vote on H.R. 3865 — the bill that would
delay action on the proposed 501(c)(4) regulations for one year — the White House releases a
statement threatening to veto the bill if it reaches the President’s desk. The White House claims
the bill prevents the IRS “from administering the tax code more effectively and from providing
greater clarity to organizations seeking tax-exempt status.”**°

February 26, 2014: Lois Lerner’s attorney responds to Darrell Issa’s request for her to re-
appear before the House Oversight and Government Reform Committee (see second February
25, 2014 entry), asking him to revoke the Committee’s summons due to Lerner being “the
subject of numerous threats on her life and safety.” Lerner’s attorney further claims that she will
invoke her Fifth Amendment rights again if called before the Committee, and “will decline to
answer unless she is ordered to do so by a United States District Court or receives immunity.”*®*

February 26, 2014: All six Republican members of the House Committee on House
Administration, including Chairman Candice Miller (R-MlI), submit public comments on the IRS
rulemaking. In a statement announcing the comments, Chairman Miller said: “We cannot allow
the expansion of the IRS’ role in the regulation of political activity and give them carte blanch
authority to drive our nation’s political conversation, especially given the recent scandal
involving the agency’s improper targeting of ideologically conservative groups. We urge the IRS
to, at a minimum, delay their proposed regulations respective effective dates until after the
elections, and no sooner than January 1, 2015. These proposed regulations are rooted in the
belief that social welfare activity does not include political activity. But one can think of few
activities intended more clearly to promote the general welfare of the United States than
engaging in the political process.” 8

February 26, 2014: H.R. 3865, the “Stop Targeting of Political Beliefs by the IRS Act,” passes
the House by a vote of 243-176, with 14 Democrats voting in favor of the bill. Speaker John
Boehner (R-OH) releases a statement, saying that “The taxman has no business targeting citizens
for their political views. None whatsoever. On behalf of every American fed up with the IRS’s
antics, I call on Senate Democrats to allow a vote on this bill irnmediately.”m3

February 26, 2014: In a hearing of the House Appropriations Committee’s Subcommittee on
Financial Services and General Government, IRS Commissioner John Koskinen tells Committee
members that “the chances of [the 501(c)(4) rulemaking] getting finalized before the November
election are fairly slim.” He further tells members of the Committee that the IRS is likely to hold
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a public hearing on the proposed rules and potentially another round of public comment before
they are finalized.*®*
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