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225 1/2 Pennsylvania Ave., S.E. Telephone Number:

Washingtan, D.C. 2¢d4aa3 (202) 322—-6477
Rafer Regty to:

_ CE-":E:EOI:T:Zl
Daie: FEB 21 Bg‘[

Fmployer Identification Number: 52-1827887 )
Key District: southeast (Baltimore, MD)

Deaxr Zpplicant:

We have considered yowr applicaticn for recagnition of
evenmption from federal income tax under sectlon 501(z2) of the
Intermal Revenue Cocde as an organization described in sectian
501(c) (4). Based cn the inforzation.submitted, we have concludsd
that you do not quali¥y fcr exempticn under that section. The
basis far our conclusion is set forth helow.

- ‘The information submitied indicates that you were
incorporated on Hay 24, 1933 undex the non-profit corporation
laws of the District of Columbia. In your Articles of
'Incorporation, you describe your purposes as follows:

[tlo encourzge the involvement of citizens in-f¥ree and open.
debate, the public exchance and development of ideas,

’ discussions, dialogues, conferences, and discourses, to
promate public forums, seminars and ¢elloquia and
Anformatien disseminztion to the general porulace, ta
develon a national Reoublican volicv acenda znd to serve as
a clearinghouse for the ccllectien and review of research |
and ideas on issues zffecting foreign affalrs, national
security, economy, envircmment, energy, government lands,
commerce, labor, federal budget, . . . and other issues of
concern to or afrfecting the citizens of the United sStates of
America [emphasis added]. ‘

As stated in your newsletiter, Ideas HMatter (May 1395 Issue), you
are "(a] Republican Center for the Exchange of Ideas.” ‘HBThat
exchange will be gpen and inclusive — not exclusively for

Republicans but a2n exchange that invites sericus commentary from
Democrats, Indecendents, and the heretofore apelitical as
"well[,]" accerding te your publication; Cormon Sepse (Volume 1,
Winter 1994, Wumber 1).__ You were founded, according to your
brochure and prospectus, on three premises; 1) "that | :
fundamentally, ideas mzke the difference in politiecs,™ 2) Mthat
traditionally, ideas that maks a difference have been assoclated

PSI-IRS-01-000001
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with political parties,” 3) "that currently, workable ideas are
more likely to be found at the grassrocts than in Washington.®

Your arganization, as described in your news releass cf
December 8, 1993, "is composed of civic, community and business
leaders, Republican elected officials, former office-holders, and
ather prouminent Americans from all walks of life."” You zre nat a
membership organization, but your bylaws perTit the board of
directors to create classes of “"membership" - contributing
membership and honorary mesbership. These memberships do' not
carry voting rights or other organizztional rights,

Your bylaws provide that a board ¢f directors goverms and
directs your operations. The board of directors is Invested with
the power to appeint or remove board members.' The initial board.
of directors included Mr. Ealey Barbour, the former chairman of
the Republican Naticnal Conmittes, time political arm of tHe .
Republican Party. The informatian in our administrative files
shows that your board members include Mx. Barbcur and other
prominent_ Republican Party mezters, including Senator Nickles of
;Oklahoma, former Republican Minority Bouse Leader Bob Michel,
‘farmer Secretary of Labor and formar Maryland Senatorial
candidate William E. Brock, Governor Gezorge V. Voinovich of Ohio,
% John Bolton, United States Representative John Boehner, farmer
Republican gubernatorial candidate Jeb Bush and Teresa Lubbers (a
member of an organization called Republican Professional Women's
Roundtahle), M-z, Bolton alsc serxves as president™of yaur -
oerganization. '

Oone major activiiy you conduct in furtheranca of the above
described purposes is policy councils. The purpose of the policy
councils is tp "search for ideas by holding public and intensely
participatory grassrocts forums across the country.® Each .
council has twe co—chalrs and members that include Congressional
menbers, state.legislators, and individuals. fron the private
sectors. Each council addresses a specific policy area such as
 "Reforming Health Caxe,™ "Improving Schocels and Education,”
"Reducing the Size and Scope of Government,® or "Reforming-the
Legal and Regulatory Systems®™ (see page 5 of your prospectus).
Fach policy council holds public grassroots forums,.that address
issues relating to that council’s public policy area.

Your policy councils thus far have held several forums on
“topics such as education reform (December 7, 19893}, violent
crimes (December 8, 1993), and federal land use (December 15,
1993). The forums featured three panels, a panel of your
representatives, a panel of expert witnesses and a panel of
Congressmen —- whase-purpose was te listen to viewpoints of other
pahelists and audience and provide their perspective. The forums

PSI-IRS-01-000002
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were conducted in question and answer forzat and were hasted by
your c¢tfiicers. The forums began vith orening remarks by your
president and chalrman, followed by testimany of your expert
witnesses, and athser guests and participants. Discussion with
the general audience then followed. Eack palicy council then
reported ilts findings.and policy recommendations ta your beoard of
directors. ‘

Hany prominent Republican Party politicians sarved as
speakers or panelists at your forums. For example, Republican
Senator EHank Brown, former Republican Senatsr Halcolm Wallap
(also served as’ a chalrman of a peliZy council), Republican Eouss
cf Representatives members Dan Schaefer, Joel Eefley, Wayme
Allard, and former Ecuse Represantative Craig Thomas participated
at your February 14, 1994 forum (ses NPT news release of February '
B, 1594). The particigants in your December 11, 15%3 forum
included Republican Sanatecr Orzin Haktch, former Republican
Senator Malcolm Wallogn, former Commedity Futurss Trading
Commission Chairwoman Wendy Gramm, and Republican Congressman
James Hansen (see December 7, 1991 News Media Advisory release).
The panelists in your September 19, 1955 forum included _
Republican Senaters Kay Bailey Eutchinson, Thad Cochran, Ted

-Stevans, Rod Grams and Recublican House of Represantatives member
“Mark Souder, Jennifer Dunn and Sue Myrick, and other individuals
from private industries. The keynote speaker at this fgorum was
former Republican House Representative and vice-presidential -
candidate Jack Kemp. Cther forums you have had alsce featured
prominent Repuhblican Party politicians such as Gavermor Todd
Wnitman of New Jersey, Gavernar Willism Weld of Massachusetts
(see April 12, 1994 HFF. news release), House Speaker Newl

. Gingrich (see october 18, 1935 news release), House Majcrity Wnip

" Tom DelLay (see July 2%, 1995 NPF news release), Marilyn Tuckex
Quayle (see April 26, 1994 news media advisory release) and other
well known Republican Party politicians or persons affiliated
with the Republican Party. :

You preduce a monthly televised pelicy-eriented progran
called "Listening teo America: A Nelghborhood Hesting.™ The
purpose of this program is to communicate ideas and to allow the
public ta participate in pelicy discussion. Many prominent —_
Republican Party politicians were speakers at these monthly
programs (suck as Republican Senators Hank Bown and Malcolm
Wallop, &ee February 10, 1994 news media advisory release].

You hold "mega-canferences™ whose purpose iz to focus an
long-range policy issues (i.e. Trade and the Economy, Health
care) and to allew interested members of the public to
participate in the discussion of these policy issues. Hany
prominent Republican Party politicians were speakers at your

PSI-IRS-01-000003
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mega-conferencas, and they included Repuhlican Senators Richard
Lugar, Charles Grassley, Kaye Bailey Hutchinsan and Republican
Governor Texry Branstad of Iawa.

You publish quarterly a journal called Common Sensa, and the
purpese of this jourmal, as stated in your pamphlet, is to ‘
enhance "the policy debate by providing a source for provaecative
thinking and lively debate ahout the parties, politics, and
public poliey." The cover of Volume 1 Winter 1994 Number 1 of
Common Sense stated that it was "a Republican Journal of Thought
and Cpinion.? The jourmal was distributed to forum participants,
electad officials and policy makers and -all other interested
persans. The aythors of the articles in each editicon of the
journal were selected by your hoard-of directors. The authors
included politicians (e.g. Mika Leavitt, Republican Gaovernor of
Utah; Tommy G. Thompson, Republican Governor of Wisconsin),
academicians (e.¢. Andrew E. Busch, assistant professor,
University of Denver) and individuals .in the private secter (g.o.
Charles. J. Cooper; a law fira partner; Linda Divali, vice-
president of a survey research firm). The toplcs af the articles
included foreign policy (e.c. "The United States znd Greate=—

2", ®Nato and U.S. Interests") and domestic palicy (e.g.
ngnfunded Federal Mandates And The Nesd For a New Federalism®,
“Remembering The Question er, A Brief History of the Republican
Party™). E

_ ¥You have been operating with funds supplied by tontrikutors -
and the Republican National Committee. The Republican National
Committee, from 'May .af 1993 to December of 1995, provided you
thirty seven lcans tctalling $2,595,000. The interest-rate on
these loans ranged from 7.5 percent to 10.5 percent. Thers were
no indicaticons that the terms of the loans were negotiated at
arms length. You have used services provided by the Republican
National Committee. These services included duplicating and -
printing materials, office furniture, moving services, etc. You,
stated that you were billed for these services at fair market
value. You have raised $650,000 in contributions .from sources
other than the Republican National Committee.

Section 501(c) (4) of the Internal Revenue Code (hereinafter
"code™) provides for the exemption from federzl income tax of
organizations not organized for profit but operated exclusively
for the promeotion af social welfare. ‘ :

Section 1.501(c) (4)=1(a)(2) (i) of the Income Tax Regulations
(hereinafter "Regulaticns™) provides that an organization is
operatad exclusively for the promotion of social welfare if it is
primarily engaged in promoting in scme way the common goad gnd
general welfare of the pegple of the community. - -

PSI-IRS-01-000004
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Sectien 1.S50L(c) (4)-1(2)(2)(ii) of the Regulaticns pravides
that the promotion of social welfara deges nct include direct ar
indirect participation or intarvention in political czmpaigns an
behalf of or in gprasition to any candidate for puklic affice.

Rev. Rul. 60-153, 1860~-1 C.B. 195, concludes that an
organization created to encourage greater participation in
governmental and political affairs gualifies for recognition of
exemption under section 501(c) (4) of the Code. Activities of the
organization included seminars and workshops held on campuses of
calleges and universities. The subject matter of these seminars
reJates to the American political systex. All lecturers,
including academic political scientists ard political leaders”
from the local -and national levels; were racuired to maintain
certain technical standards and were not allowed to advocats fer
any particular political grouz. Seminars and workshaps were
modarated by permanent staff personnel of the organization in
order to prevent the prograz frzz becoming partisan in character.

' Rev. Rul. 73-306, 1973-2 C.3. 179, provides that an _
grganization formed for the guszose of promoting the common
Interest of tenants who reside-in an apartent complex did net

qualify for exemption under section 501(c) (4) of the Code. Any
‘person regularly living in the cooplex is eligible for
"membership. The crganization resresentad its member-tenants in
negotiations with the management of the complex in order to
sacure better maintenance ard services, and reasondble rentals. -
This revenue ruling concludes that this organization was operated
to benefit its members and was not primarily engaged in
-activities that promote the comman goed znd generazl welfare of

; the community.

In contrast, Rev. Rul. 80-206, 1380-2 C.B. 185, provides
that an 'organization formed to promote the legal rights of all
tenants in a community qualifies for exemption under section
50L(c) (4) of the Code.

Rev. Rul. 73-349%, 1973-2 C.B. 17%, hoids that an -
organization formed to purchase groceries for its members at the
lowest possible prices on a coopexative basis is not exempt under
section 501(c) (4) of the Cade. Each member paid for the cost af
food ordered plus a monthly Servige charge which defrayed the
organization’s expenses. The organization was a cooperative
enterprise for the ecconamic benefit ar convenience gf i;s
members. This revenue ruling states that the organlzatlon Was

_operated primarily for the benefit of members and not to promote
the commcn good and general welfare of the community.

PSI-IR3-01-000005
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Rev. Rul. 75-286, 1975~2 C.B. 210, describes an .orgarization
that was formed by the residents of a city block to preserve and
beautify that block, to improve all public facilities within the
block, and to prevent physical deteriorztion of the hlock. Its
activities cansisted of paying the-city government to plant trees
en public property within the block, organizing residents to pick
up litter and refuse Iin the public streets and on public
si awalks within the block, and encouraging rasidents ts take an
ac ive part in beautifying the block by placing shrubbery in
puslic areas. Much of the public area improved by the ;
organization was part of the public readway lying between the
sidewzlk and the street in front of privates proverty owned by
mexbers of the organization. Mewbership in the organization.was
restricted ko residents of the block and those awning property or

operating businesses there.

.  This revenue ruling concludes that the organization did not
qualify for exsmphion.under section 501l(c) (2} of the Code but did
gualify for exemption under sa2cticn S0i1(c¢) (4). It states that
beczsuse the activities enhanced the value of the members’
property rights, the organization sarved the privete interests of
its members and did not qualify for exemption under section

.801(c) {3} . It states also states thet while the organization’s
tactivities were benefiting its memhers there was sufficient -
benefit conferrsed upon the community as 2 whole. Although
private benefit did exist to the members, the primary benefit was
To the community. Therefore, the organization was not operated -~
primarily for the benefit of members, but primarily to promots
social welfare. : T . .

. In Commissioner v, Lake Forest, Inc., 305 F.2d 814 (4th Cir.

" 1962), a corporation was organized for the purpcse of purchasing
2 government housing project-and converting it to a cooperative,
nonprofit housing for its members. Membership in the corporation

. was astablished by the purchass of z corporate share which, = .
entitled the purchaser to an apartment unit. The court held that
the organization was not described in section 501(c<) (4) of the
Code because the dperation was a private self help enterprise
with enly incidental benefit to the community. ;

. In Contracting Plumbers Cgomerstive Restoration Corop. V.
Onited States, 488 F.2d 684 (2d Cir. 1973), cert. denied, 419
U.5., 827 (1974), paiumbers wWorking in Kew York City were - s
respansible for the cuts they.made in the city streets. Prior to
the organization’s existence, the city had repaired the cuts and
billed the plumbers individually. This system proved to be .
highly inefficient. The organization was formed as a caoperative
in order to restore the city streets.- It only repaired cuts made
by its members. The joint effort of the plumbers readuced thelr

+
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liability and their expenses. While the csurt found the prdg*am
to be highly bEnEfLClal, it concluded that the organlzatlon
principally served the private ecsnomic interests of its memhers
and, thus, could not bs cansidered exempt under section 501(c) (4)
of the Code,

Rewv. Rul. 66-256, 196&-2 C.B. 210, describes an organizatiaon
that was formed to brinq about a fair and openmindad
consideration of saocial, political, and internaticnal gquestions
by the prowmotion and spcnscrshlp of a public forum-at which
debates and lectures were conducted. The organization invitad
prominent individuals to discuss varying pelitifal and social
matters of mational and community interest. The speakers, in
addition ta delivering their prena.ed taxt, answerad guestions of
those attending. ‘The ather part of the organization’s program
involved ‘the sponscrship of dekates,  Individuals racresentinq
oprosing viewpoints were invitad to debata particular topics.

The debates weres cenductad in accordance with carefully drawm
rules. Frequently, the persans invited to lecture or debats were
controversial and occasionally thers was gpposition to their = _
cappearance. - Naone of the .prograzs or activitles of the
‘organization involved the paxticigetion or intervention in any
political campaigns of candidates for public office.

The ravenue ruling states that the presentation of public
lectures, forums, or debates was a recognized method of educating
the public., The fact that the presence of the invited speaker or
his opinions may precipitate controversy within the community did
not adversely affect the status of an organization whose primary.
purpose was Yo provide a forum for speakers. Consequently, the
organization qualified for exemption under section 501(c}(3}.

Rev. Rul. 76-456,.1576~2 C.B. 151, describes an
organlzation that was fcrmed for the purpose of elevating the
standards of ethics and morality that prevail in the conduct of
campaigns for election te public office at the national, state,
and local levels. ©On a nonpartisan basis the organizatien
callected, collated, and disseminated information concerning
general campaign Prac*ices through the press, radio, television,
mail, and public speeches. In addition, the crgan;zat;on
furnished ’teaching ajds’ td political science and civics
teachers to help stress the nesd for ethical cenduct in polltlcal
campaigns. The organization proposed a Code of fair campalqn
practices. Zlthough ne=d for the Code was extens;vely -
publicized, the organization did not solicit the signing or
endorsement of the code by cand;dates for political office.

- The revenue ruling states that the organization was
instructing the public on subjects useful to the individual and

PSI-IRS-01-000007
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beneficial to the community within the meaning of .saction
1.501(c) (3)=-1(d) (3) of the reculaticns by encsuraging votars to
concern themsslves with fair as well as unfair practices
encountared in political campaigns. This was done, on a
neanpartisan basis, sa that citizens could inersass their
knowledgs and understanding of ocur electien processes and
participate more effectively in their seslection of government
officials. Consequently, the organization was operated
exclusively for educaticnal purpeses and thus gqualified for
exemption under -section 501(c) (3) of the Code.

Rev. Rul. 80—-282, 1580-2 C.B. 178, describes an organization
wiose activities included the publication of Congressicnal
incumbents’ voting records on selected issues in & non-partisan
hewsletter. The revenue ruling obsarves that the format and
cantent <f the publication wers not neutral because the
publication reported each incuzkent’s _votes and his\her views on
selected legislative issues and indicatsé whether that incumzent
supported or cpposed tlhre oryanization’s view. However, the ‘
voting records of all lncumbents wera presanted and candidatas
for raelection were not identified. No comment wes made on an
individual’s eoverall gqualifications for public cfficé, no
,Statements expressly or impliedly endorsed or rejected any
‘4incumbent as z candidate for public office, and no comparisen of
incumbents with other candidates were made. The organizations
noted the inherent limitations of judging the gualifications of
an incumbent on the basls of certain selected wvotes by sthating
the nead te consider such unrecorded matters as performance on
subcommittees and constituent services. Furthermore, the
organization did not widely distribute it= compilation cf
s incumbents’ voting records. The publication was distributed to
“the organization’s normal readership, numbering only a few
thousand nationwide. THis resulted in a2 very small distributicn
in any particular state or Congressional district. No attempt
was made to target the publicatieon toward particdlar areas in
which elections are eoccuxring nor to time the date of publication
to coincide with an election. The revenue ruling concludes that
the organization was not engaged in prohibited political campaign
activity. . .

-

In American Camvalen Acazdemv v. Commisgsionex, §2 T.C.' 1053
(1939) , an organization was formed for charitable and educational
purposes. -The organization’s primary activity was to operate =
scheol. The school-trained incividuals for careers as political
campaign professicnals. The school maintained a regularly
scheduted curriculim, a regular faculty and a full-time enrolled
student body. Prieor to the formation of the organization, the
National Republican Congressional Committes ,(NRCC) sponsored
programs designed to train candidates and to train and '
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subsequently place campaign prafessionals in Republican
campaigns. The organization stated that it was an outgrowth of
the programs cperated by the NRCC. NRCC contributad the physical
assets, such as furniture and computer hardware, ta the
organization. Two of the arganlzation’s six Ffull-time faculty
were previously involved in the NRCC’s training program. One the
of the organization’s three ilnitials directors was the executive
director of the NRCC. The organization did not train candidates
or participate in, or intervene in, any political campaign on
behalf of any candidate. Nelther did the grganizdtion engage in
any activities tending to influence legislation. Apuvlicants wers
required to provide the organization with prufessional
references. While applicants vere not requirad to férmally
declare their political affiliation to attend the organization’s
school, such affiliation could be deduced from the campaign
experiences and political references caontained in the
applications.  Graduates of the school were employed by various
Republican organizations. WNo graduate was known to have
affiliated with any doémestic political pa—rty other than the
Republican Party. . _ :

$ 7 The Court concluded that the organization’s activities
benefited the private interests of Republican entities and
secandidates more than incidentally. The organization, thus, ~
“served a substantiazl nonexempt purpcse. Although the school had
a2 legitimate educational program, the Court held that the school
canducted its educational activities with the partisan objective |
of benefiting the interests of the Republican Party as evidenced

by: ) ; ;
1) the composition of the school’s board of directaors

2) the failure of the sghool to counterbalance the
Republican party focus of its curriculum with comparable
studies of the Democratic or other political parties,

3) the incorporaztion aof the school by the General Counsel of
the Matianal Republican Congressional Committee, an
unincorporated asscciation comprised of Republican members
of the House of Representatives; and, =

.4) a lack of showing by the school that its graduates served

in Congressional and Senatorial campaigns of candidates from
bath major political parties in substantial numbers. i}

PSI-IRS-01-000009
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ANATYSTS

A. PFromoting Social Waelfarse

In order tao qualify for recsgniticn of exemption under
section 501(c)(4) of the Code, an organization must be primarily
engaged in activities that promote social welfare. The promotion
of social welfare may include activities that educate the public
or lobby public cofficials or both. Exenption is not dependent on
the paint of view of the educational material or the issue being
lebbied. In contrzst tc. lobbying and educdational activities,
partisan political activity daes not pramete social welfare ag
defined in sectidn 501(c)(4). Such activity promctes the
intarests of one political faction.. An organization engaging in
such activity is engaged not merely in the clash of ideas, but in
a contest for pover. -

Based on ‘the information you submittad, it appears that you
are a partisan issues-erientad crganizaticn. Specifically, vour
activities are designed tc promote the Republican Party and
paliticians affiliatad with the Rapublican Party. This
partisanship is exhibited in the-kayv officers and personnel that
founded and cperats your organization. For example, an initial

Jboard member was Mr. Haley Barbhaour, the former chazirman of the

Republican NWaticnal Committee. Heost members of your current
board of directors are affiliated or identified with the
Republican Party. These members include Mr. Barbour, Republican .
Senator Don Nickles, former Republican Congrsssman Bob Michel, .
former Republican senatorial candidate William Brock, and
Repuhlican Governor Gearge C. Voinovich. BAlthough you have
members - honeorary and contributing members -— they do not have
an organizational voice (or voting rights) in your operaticns.

This partisanship is also exhibited in your operation. . The
speakers or parcicipants that you invited to your forums usually
were ldentified or affiliated with the Republican Party. Fox
example, the speakers or participants at your February 14, 1994
and December 15, 1993 forums are former or cu-rent Republican
Party public office holders (i.e. Senatgr Orz-in Eatch, Senataor
Hank Brown, Wendy Gramm, Congresszan James Eansen, Congreassi{an
Dan Schaefer, Congressman Joel Hefley, Congressman Wayne Allard,
and so forth). Other speakers include Governor Weld of
Massachusetts and Governor Whitman of New Jersey. You have not
indicated whether you have invited to your forums speakers or
panelists whao are affiliated or identified with other palitical

parties. _

Yourwﬁublicaticns reflect.a pclitfcal partisanship toward
the Republican Party. For example, the word "Republican®™ 1is used
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in your press relsases, jaurnals and newsletters. You have
published speeches of prominent Republican Party politicians sueh
as Newt Gingrich (Speaker of the House), Richard Lugar
(Republican senator), Casper Weinkerger (former cabinet member in
the Reagan adm1n1suratlon}, Pets du Pant and fcrne_ Republican
Party presidential nomination candidate Malcolm ®"Steve" Forbes.
You alsa have published articles about the Republican Party (e.g.
"Remembering The Question or, 2 Brief History of the Revublican
Party”, Common Sense, Volume 1 Winter 1.34 Number 1).

Yaur financlal suppert also reflects this Republican Party
partisanship. You have received substantial financial suwport
from the Republican National Committes. The Republican National
Cormittee lent you more thanp 2.5° miichn dollars since your
formation. You also purchasad supplies and services from the
Republican National Committes. Although the financizl suupart
was in the form of lecans, there was no indication that the terms
of the loans reflect commerciezl market rates. 5

"¥ou claim to be a nonpartisan issuves-orientad organization,
and we acknowledge that you are issues=3Fiented. Howsaver, your
Fctivities are no less partisan.as demcnstrated by the manner in
which you operate your organization and conduct your activities.
{Unlike the organizaticn described in Rev. Rul. 60-19%3, suora,
wvhich encouraged participation in the political process by
explaining the process on & nonpartisan basis, you wera creatad
for the partisan objective of pramntlng a particular pelitical _
party. Based on the above facts and circumstances, we conclude
that, becauss of your partisazn nature, you are not engaged in
activities that promots social welfare,

B. QOuperating Exclusivelv to Benefii the Whole Communitv

An organization exempt under section 501(c) (4) o9f the Code

st be promoting the common godd and generzl welfare of the
whole community. Eeneflttan select individuals or groups,
instead of the community as a whole, is contrary to this
requirement. S22 Rev. Rul. 75-285 supra. For example, the
tenants’ organization described in Rev. Rul. 73-306, supra, is
distinguishable from the one described in Rev. Rul. B0-20E,
supra, in that its activities are directed primarily toward
benefitting its mwember-tenants rather than all tenants in the
community. See e.g. Rev. Rul. 73-349; Lake Forest. Inc.; and
Contracting Plumbers Cogoerative; Res;mra;icg Corm., Supra.
Therefore, a sufficient amount of henefit ta select individuals
will preclude an orgarlzatxcn that would otherwise gqualify for
examptlcn from belng described in secticn Sﬁl(c)(d)
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This private benefit standard is also demonst—ated in the
Anerican Campaign Academv, supra, and is ralevant here. In tha
case, the court held that an organization cTteated to serve a
particular faction in the political spect—um was not exempt unde
section 501(c) (3) of the Code because its activities benefited
the private interest aof that particular faction. The private
henefit standard used in American Campzicn Academv is similar
under section 501(g) {4). The differance is in the weighing of
the private benefits (i.e. the amount of private benefits), not
the standard. See g.g. Rev. Rul. 75-286,. supora

- The information you'submitted clearly indicates that you,
like the organization described in American Camwajion Academy, are
operated primarily for the benefit of a select group. This
select group consists of the Republican Party and politicians
affiliated with the Republican Party. Specifically, your
activities benefited the Republican party and its affiliated
politicians by enhancing the electoral and peolitical fortunes of
the aforementianed. {These activities- generatad public support
and enthusiasm for your policies and positions. In turm, the
public suppert and enthusiasa could enhance the election or
yeélection prospects of Republican politicians (i.e.-their
political careers) and, therebv, the fortunes of the Republican
 Farty. Also, politiezl identirfication with the Republican Party
‘was strengthened when individuals participated in your forums and
maga—canferences. Your publicatiecns, the jowrmals and
newsletters, also served te enhances the electoral prospect of
Republican politiclans because they could gsnerats party
identification with and political support for the Republican
Party and politicians. .

This conclusion is supported by your orientation toward the
Republican Party, whichk is demonstrated in the history, creation,
control, and operation of your organization. As illustrated in
your press raeleases, journal, newsletters, and prospectus, the
word "Republican” is used throughout these publicaticns. The
spezkers or participants that you invited to your forums usually
were ldentified or affiliated with the Republican Party. For
example, many speakers or participants (Senator Orrin Eatch,
Senater Hank Brown, Wendy Gramm, Congressman James Hansen,
Congressman Dan Schaefer, Congressman Jeoel Hefley, Congressuan
Wayne Allard, and sc forth) at your forums were former or current
Republican Party office halders, You.have not indicated-whethex
individuals affiliated with other palitical parties were invited
to be speakKers at your forums. Control of your crganization
resides with individuals who are members.of or a2ffiliated with
the Republican Parcy. T
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CONCLUSTON

In sumpary, we conclude thaf you are not cperatsd prizarily
to promote social welfare becauss you are a partisan issues-
ariented arganlza.\.‘x.cn and your activities are partisan. In
addition, ve conclude that your activities alsc substantial 1y
benefitted, the Republican Party and politicians arffiliated with
the Republncan Party. Ahccordingly, you do not qualify for
reccgn;tlan of exemption under section 501(c)(4)\of the Code, and
you nust file federal incomes tax returns. \

You have the right tao nratast this ruling if) you. belleve it
e;.tamant of y Yaur

views, with a full explanation of your reasaning. | This
statement, signed by one of your dfficers, must he | \submitted
within 30 days from the date of this lette_.. You also have a
right to 2 conference in this office after your statement is
submitted. You must reguest the canference, if yvou Vant ane,
when you file your protast statement. If you are to'be .
representad by someone who is not cne of your aff:.ce::s that
person will need to file a proper power of a.ttcmay a.nd othaerse
qualify under our Conference and Practices P.equ:..rement_,

If we do not hear from you within 30 days, this ruling #ill
become final and coples- will be forwarded to your key district
cffice. " Thereafter, any gquestions about yaur federal income tax

e
When sendJ_ng additional lettez.'S**tc us with respect to this -
case, ycu will expedita their -rec€eipt by using the fcllcm.ng

address

o o

Internal Revenue Service
Attn: CP:E:!EQ:T:3, Room 6137
1111 Constitution Ave, N.W.
-washington, D.C. 20224

If you have any guestions, plemse contact the parscn whose
na:ue and telephone numbex are shown in the heading of this

letter.
Sincerely,

Edward K. Kar::he_
chief, Exempt Crganizations
_Techn;.ca.l Branch 3
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From: Thomas Cmdy M

Sent: Friday, February 24, 2012 4:25 PM

Tor Bowling Steven F; Shafer John H

Subject: FW: Congressionat Follow-Up - NEED INFO
Importance: . High

Follow Up Flag: Follow up

Due By Tuesday, February 28, 2012 12:00 PM

Flag Status: Flagged

;S&eszither of you remembar whén we added the advocacy Cases to the BOLQ? My records show that we-
‘sent| EOT in March 2010. Do you think that is when we staried identifylng them or befora? if before, 2
’rough estimate would be fine.

Stave — | know that Ron Beli was initislly wodqng-and cvdrdmatmg with Chip Hull. Did Ron FTE any of the
CATRS OF approve anyf? If s, can your check with him to see how many? And, if he FTE'd any, how many came back?

'ﬁ-xanks fior info.

From: Paz Holly O

Sent: Friday, February 24, 2012 4111 PM

“To: Thomas Cindy M DhE B . P
Subfect: FW: Congressional Follow-Up

JTmpbrtance: High

Please see #2 below - When did Determs first put these an the BOLO Hst? Don't need answer today. Somefime next
week Is good. Thanks!

*Erom: Lerner Lols &

"Bents Friday, February 24, 2042 3:46 FM

To: Spellmann DonR; ka Janing; Paz Holly O

ez Kindell Judith E; Lawe Justing Flax Nikola C; Urban Joseph J
Subjact: Congressiunal Failcw~Up

Emportance: High

Just came back fram the meeting and they have asked for several things.
1. DonlJanine- The guidance provided fo Cincy that Don reviewed- I"in hoping you can let us
.know yout concerns as soon as possible so we tan finalize the draft. We will be sending it
‘over to them and putting it out on the web with ather check sheets/guide sheets.

2. Holly—a timeline relating to the uptick-that is, about when did we nefice there were enough
.of these that we neetled guidance from R & A and then when did we get tases up here fo ook
-at. [fthere Is info regarding development and FTEs and replacement cases, give me that oo,

.3, Case Grading Guide-! fhink it is not disclpsable, but please confirm and if not, let me know
the basis.
Zz'd 895 £92 €IS A1 SP:TT  ET82-PE-4EU

71-000026
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Thanks to all who got me ready for today—! think it went as well s it could.

ouis §F Lrsiine A

-Director of Exempt Organizations : !

B1TCE I i1

5 S
bt i
Hd F:
. CE v
-
£z'd SE9E £92 £©15 51 SUITT  CTER-EE-AGM
71-000027
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Thomas Cindy M

From:  Thomas Cindy M

Sent:  Wednesday, March 17, 2010 4:14 PM
Tas Shafer John H

Cor Camardlo Sharon L

subject: R&: | — £0 Techical would Likell

Sounds good, Thanks John.

From: Shafer John H ot

-Serit: Wednesday, March 17, 2010 1:48 PM
To: Thamas Cindy M ;
Subject: RE S EO Technical Would Like I

Imporiance: Low

{wil sent [N > O Technical r_' can hold
the:remaining cases n my group "78" number unless you want fhem held some other

plate,

Jolin Shafer

Group Manager
SE:T:EQO:RA:D:2;7838
Telephone: (§13)263-3406
FAX: (513)263-5200

From: Thomas Cindy 4-

‘Sent Wednesday, March 17, 2010 1:21 PM

To:{Shater John H

Cez!'Carnarilio Sharoo L .

Subiject: Fv; IS — =0 Technical Would Like

Johh, o '

PerHolly's e-mait directly below, EOT does not want all of the tea party cases. They only want 2 of them
and,want us to hold the remainder, We ¢an discuss who should hold them if you would lke. Letme
know. Thanks, .

Frofm: Paz Holly O o
Sent: Wednesday, March 17, 2010 12:40 PM
Tos Thomas Tndy M

Ce:!Grodnitz E L.
Suliject: gb EO Technical Would Like [l

Cindy,

ook or e ncacs . R A SN 5 T
I but nad notyet heard that there werg more. Hihink we should take & few mare cases ('d

say 2) and waould ask that you hald the rest until we ﬂ%a sense of what the issues may be. Then when
we will work with Determs In working the other cases.

LA ol e Ta iy}

“d SE9E £92 1S SAT BE1TT  £T8C-88-AtM

71-000040
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1
Subiject; MESNSNNNNE — Does EO Technical Want I
i
Holly, ¢

Page3 of4

i - Page 20fd
FY1 = Twill be'on matemity leave starling tomorrow.  Sievewill be acling as head of EG Teeh

ch;«

Frofn! Thomas Cindy M
Setit: Wednesday, March 17, 2010 12:10 &AM

To: Paz Holly i g
Suhject: FW: —~- EO Tachnical Wouskd (el

=3

Importance: High
Holly,

Did you know about these additional 10 tea pariy cases? Do you wand ell of them or do you oply warnd & few and then give us
advice as to what to do witfh the remalning?
i
Froim: Shafer Johin H
Sent: Tuesday, March 16, 2010 9;35 AM
Toi{Thomas Cindy M
o] Oamaril[u Sharon L -
Subject: m—:-_—— EO Technical Would Like
Importands: Low

Cirdy,

We have identifiéd a total of 10 Tea Parly cases. Thtee case have been approved, two 501{c)(4) and ane
501{c)(3). 1have coliected the other cases and will forward them o EO Technicali‘

John Shafer

Group Manager _
SE[T:.EQ:RA:D:2:7838
Telephone; (513)263-3406
FA}C (573)263-5200

From: Thamas Cndy M
Sent: Friday, February 26, 2010 8:36 AM
Tu' .Shafer Jobn H
"Can'tanﬂc Sharon L
Suhiect' Fvy; N - EO Yechnical Woud Lfke.

E()!‘rechmcal woiltd Tike T, Piezse tharik Jack for Identifylng the issue and elevating . Thanks.

Ervin: Paz Holly O 'r*f
Serjt Friday, Fetiruary 26, 2010 8:23 AM

To:i Thomas Gin <
Suhjach: RE: — Does ED Technical Wantlﬁ .

1 think sending Mlup here is @ good idea given the potential for medid interest. Thanks.

From: Thomas Cindy M
Sent: Thursday, February 25, 2010 10:00 PM
Taz Paz Holly ©

£B°d SE9E £9T £7S a1 8G:TT EIBE-Br-AgW
71-000041
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‘

Gafy Futhert

TEGE, D #1000203238
Sereening Grovp, Group 7838
£ Wisin Street

Chicinnati, Ohio 45201
513-263-3639 Fooac
$13-263-5180 FAXK

Page 1 of 3

e

Thicmas Clndy 1

Frimi ShaferJohn H

Sont: Tuesday, April 06, 2010 10:00 Al
Te Thiomas Cirdy b Camatiio Sharen L
Subject  FW: Tes Panty Gases — ACTION
Attzchments: Toa Parly 4-52010.xs

Gindy & Sharan, *

Gary has added & few more cases that he discovered, | have all of the status ki
mes in gy office.

Joﬁn Shafer
Group Manager
SE:T:EO:RA:D:4:7838
Talephane: (513)263-3408
Fﬁlx (513)263-5200
{ &

s meii e e

g

Frams Muthert Gary A

Sent: Monday, April S, 2010 2:79 P

e Muthert Gary A; Shafer John H; Stoemaker Ronald J
Subjact; RE: Tea Party Ceses — ACTION

’ SMTAMNT2 )
$8'd  SE% ESE £78 . Su1 851VV  ETOE-EE-ANM
71-000042
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. From: Shoemaler Ronsld J
Sentz Monday, April 05, 2010 11:30 AM
To; Elfiot-# rodnitzky Steven
Subject: RE: .

Frm:f':i: Eltiot-Moore Donna
Senfs Friday, April 02, 2010 8:38 AM
T Grodnitziey Steven; Shoemaket Ronald J

Subfect: RE

Do
Tha Tea Parly movement Is covered in the Post gimost daiky*ﬂ expect to: se8 mure ipprcatmns

From: Gmdnl_tz_ky Staven ¢
Sent: Thursday, Aptil 01, 2010 4:04 PM

‘Ta: Hliot-Moore Donna; Shoemaier Ronald 1

Suhjfzct' RE.

Theg,e. are-aases as they desl with the Tea Party so there may be medis stisnlion, May nsed to doan SCR on the.

'5-;\.- T
,zfﬁ(.'

Frotn: Hiiat-Hoore Dofna
Sent: Thursday, April 01, 2010 7:43 AM
To: Grodnitzley Steven; Shoemaker Ronakd J

Subfect: RE] i
rmz@dhﬁaﬁyaﬂdnm—

me Gmdnxziw Steven
Senl: Wednesaary March 31, 2010 5:30 PM
Toz Bliot-M na; Shaernaker Ronald J

Sub RE

e o0 S U T

Ron‘ @n youlet me know who is g!:‘fﬁng—?

S

A

me Efliot-Moore Dorma e
Sent: Wednesday, March 31, 2010 11:30 AM et
o Brodniizky Steven

Subfect S

o

Stev&'

Re‘-

Hel i accepte N o EO Techrical. Coples of email &cﬁangés-béb;ér;'bindy Thomas ant Holiy n cage fles.
The concem is potential for media attenor. i N

They will be assigned to Group 2. N

i

Dorps.

P L

S8°d S6E5E £92 £IG6 i Sl £e: Ty ETBE—BE—JJ:M.
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Ty Page 10f2
Thémas Cindy M ‘

Frqm: Gradriizky Steven
Samt: WMonday, Apdl 26, 2010 14:836 AM
| Tao Thomas Cindy M

ce: Canarillo Sharon L; Melahn Brende; Brinkley Lynn A; Craig Karen K; Barry Danlel W, Shafer Johin H; Shoemaker
Ronaid J; Hult Cartar C )

Subject: RE: Tea Party Cases )
Signed By: There are problems with the s»gnature cm:kme :agnatura buttsn for details.
Please have her contact Ron Shoemaker, Thanks.

1

Froim: Thomas Cndy M

Sentz Sunday, April-25, 2010 1:00 PM
TozGrodnitzky Steven

Co: iCatnarilio Sharon Ly Melahn Brenda; Brfnkiey Lvnn A; Qrdig Katen K' Besty Dantel W; Shafer John H
Sub,}ect FW: Tea Party Cases “

5@“;{&,
Weareé going to have those cases assigred to Liz Hofacre. Llz repc:rts o Joseph Herr in Brenda
Melsh's area. After sne gets me cases; wha itt EOT should she contact to wordinate development?

From: Thomas Cindy M

Seritz Saturday, April 24, 2010 6:21. PM
To: iGrodnitzky Steven

Ccx Shoanaker Ronald

Subject: RE: SCR

Sleve,

Nen:é of these cases have been assigned. They have been &itting in our Screening Group walting-for
guidancea from EOT, | will discuss with Area Managers fo find out ybho w:ﬁ have work these cases and
will get back with you. Thanks, e f

‘ b, =
LR & '_l' B

- Frugm Grodnﬁzky Steven
Sert: Friday, April 23, 2010 4:37 PV
To::Thomas Cindy M
Ce: Grodnitziy Steven; Shoemaker Ronald J
Kubjeck: FW: SCR

I'unoerstanud

thatiyou have a number of tese cases in Cinay. Gtma rot be'a bad idea 10 cooraingte with the
Indli indual(s} wha have the tases in Cincy so that you can start davebprng them.

I ydu have the names of the agents and manager with these c:ase-., please et me know. We should at
teas{ have a call and ses How we can work fogether,

Erom: Shoemaker Ronald ]

Sent: Friday, April 23, 2010 3:28 PM
Tox Grodnizky Steven

SuBject: RE: 5CR

Sory, { forgot aba uf- See the attached document,

8% 8592 £52 E1s . ' o 241 6S:TT  CTEE-E=-A0H
Pored
IF B+
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Feom: Grodnfizky Steven
Sesit: Friday, Aprit 23, 2010 3713 PM _
Toi;Shoemaker Ronald J 5:3“ 2
Subject: SCR TR ‘i

What about the SCR for the Tea Parly cases? | beliove that Chi s the cases. Gan you or Chip make vp the SCR, and corfer
Wit Cincy to indlude their information in the SCR? They have & few cases, and | believe that sameé have aven been granted
axgmption. Thanks.

Stew‘m Grodnitzky
Acting Manager, EO Technical
Rulings and Agreements, TEGE
[nternal Revenue Service
phone (202) 283-8941
fi(202) 283-6937

I

et

T

5

Ceins iy NN S 4 sy

BE'd  SE9T €8T £1S : LB eSHTT ci@e-er-and
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. Page 1 of 3
Thomag Cindy M
Erém: Thomas Cindy M
Seit;  Friday, June 10, 2011 5:14 PM
Tor Paz Hotly 0; Seto Michael C ~ ®
Bubject: FW: Coordination Question - For meeting téntatively scheduted for 6113
' Frum “Thomas Cindy M
Genl: Wedhesday, June 08, 2011 4145 PM
TosiSeto Michael C
CexiEsrig Bonnle A; Bowling Steven F; Bell Ronald P Hul Carter C; Kastenberg Blizabeth C
Subject: Coordination Question e
. 3 I - Bk 3
Mike, e
Rodt Bell received fhe email dircotfy belove From Chip regarding the ‘tea purty cases” and the
criteda for identifying theso cases. Tt appenrs there is some duplication of efforts because Holly
already asked me for “nforration fast week. Refer to my email below dated 6/2/2011. If you
would like to discuss, please foel free to call me. Thanks.
Erom: Hull Carter C
) 53!7 ‘Wednesday, June 08, 2011 1:52 PM
To:'Bell Ronald D
Cot Bowling Steven F;Kasbenbefgai'rzab@:hc .
. Subijact: Coordination Question
Importance: High
HiRon, | ———
n oﬁder {o present a balariced plcre o Lol Lemer % our rigfing) we have a gouple of guestions
com;eming how the casés on your fist were identtfied o he inciuded in your ist
The EO Delerminations Screening Chetkshest fists “Pofifical Activities - Sensilive Issues™ and the IRM
7.20.5.4 describes cases such as these 23 simpact cases.” On sereanirig, how were the cases on your
list identified as poftical? For example, were speciiic identifying words used, people or location, etc.?
Did ny particutar peson within EQ indicate that these types of cases should be set aside and included
on the ist? Or was there & memorandum of some kind requesting that £0 take 2 closer look at these
types of cases? We noted that the st Eontained omganizatags hat appeared to be of a particuar polftical
dediogy. Were any other political [deology cases included sig; liberal ¢onservaiive, well-known,
parﬁlcular people or ideatifying particular peapie or affiliations) ¥ ! AL
Thalpk you for your assistance. Any Information you gan ga’ther-ﬁh?ihis would be most hefpful. [fyou
fave any questions, you can contact me or Elizabeth Kastenberg at (202) 283-9468,
i
Chip
Froéﬁ’: Thomas Cindy M
Gent: Thursday, June 02, 2611 16135 PM
Tol Holly O
Subdect: graup of cases
The-emal below from Jofin Shafer, Soreening Manager, outtines the erlteria the scresving Yroup is using
to identify cases as “tea party cases.” Thisis priteria the streening group came Up with based on cases
they were seeing, {we don't want fhe screening groug 1o include all of thiese type issues as e parly
‘i!i ¢ i x
v rantt is
d'd  ©ESE £92 £18 =2l BS:TT  CTER-PE-ATW
74:000047
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cases,” they would have no problem including o excluting certaln cases. Tiowever, fhey nieed to be given the criteria ko use.
And, i we gon't want oeriain cases included, then EQD sml_‘,gggds,m;{qxw fiow the cases should be processed. | guess what ]
ari frying o say is that i doesn't matter what the cases are:called prhow they are grouped, EGD needs guidance lo ensure
consistency. ‘ oL ety

Procegs: When the screaning group starts seelhg new type cases that have similar isstes, ey meet and come upwith criteria fo
fdentify “emerging issue” and elevaia information. “Emarging issue” cases are sent to Group 7822 (Steve Bowling's group) and
we start coordimaing with EQT to seek guidance.

Would you jike for me to ask Bonrile Estig, Steve Bowling, Group 7827 Manager, and Ron Balf, agent working “ea party cases” 0
parficipate in the briefing withy Lois? ' .

From: Shafer John H
Sents Thursday, June 02, 2011 9:21 AN
“Fo: Thomias Cndy M
CoiiEsiig Bonrie A; Bowling Steven F
Sufifects RE: Tea Party Cases - NEED CRITERIA
Cindy, | NN
The following are issues that could indicate “4 case It be considered a potential "tea party” case and sentic
Group 7822 for secondary screening.

1. *Tea Party", "Patriots” or "9/12 Project’ Is referenced In the case file.

2. lssues include government spending, government debt and taxes. :

3. Educate the public through advocacy/legislative activities 1o make Arnerica a better place to live.
4. Statements in the case file that are oritlcal of ﬂ,?%hgw the country is being run.

P

Jofm Shafer '
Group Manager )
SE;T:EO:RA:D:‘I:THQS

Tefephone: (513)263-3406

FAX: (513)263-6200 .

i

Froin: Thomas Cindy M

Sent: Thursday, June 02, 2011 12:46 AM

T Shafer John H

Cc: Esrig Bonnle A; Fowling Steven F o
Subject: Tea Party Cases ~ NEED CRITERIA P
Impartance: High W, T

Jolvd,

Could you send me an email that inciudes tie criteria screeners use o labela case as 8 "tea party tase? BOLO spreadsheet
includes the following:

O@hﬁons involved with the Tea Parly movement applying for exemption ynder 501{c)3) or SO1(C)(4).
Do the applications specifylstate ea party?* If not, fow doﬁ%‘}know gﬁﬁi%cant Is involved with the tea parly movement?
i \:.‘;'”; : :rE' 3 .

| ned to forward to Holly per her request befow. Thanke.

KA _
ar- gEee £97 £18 . sl BEITT  ETHE-BE-AbM
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Fron: Melahn Brenda

Setit: Wednesday, June 01, 2011 3:08 PM
To:'Paz Holly O; Thomas Cindy M
Subject; RE: group of cases

Holly - we will UPS a gopy of I in #1 below to your attention tomorraw, It should be there Monday. I'tasure Gindy
will respond To #2,

B‘f?él:id o

From: Paz Holfy O

Geasts Wednesday, June 01, 2011 2:21 PM
Ya: Thomas Cindy M

#=4 Melahﬂ Brenda

M;ed:- group of cases

L= Te'a Party cases

Twg tings re: fhesa cases:

2. YWhat eriterla are being used to tabel a case a “Tea Party case™ We want to think sibout whether those eriterta are resulting
in overdnclusion. '

Lois'wants a briefing on these cases. We'll take the lead but would like you {o participate. Wete atming for the week of 627,
Thankst -

Haﬂg

AT R
; mﬂ‘ﬂ'd Se9E £92 £15 ‘ Sail 68:TT. ETBC-BE-NM
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Froms Thomas Cindy ™ ,

Sant: Thursday, May 10, 2012 5245 M ‘ ’

To:- Lahey Victorla; Lewis Jovonnle; Brinkley Lynn A; Waddelt Jart M; gibh Kenneth B; Berry Darriel w

Ce='Haley Philip H; Shankling Lonale; Jefferson-White Beverly J; Angner Wiliiarn J; Shafer John H; Muthert Gary A7 Bowling
Stesren Fy Combs Peggy Li Estig Bormie A; Sheer Mary; Chumney Tyler N; Abner Donne J

Sulyject: PW; Advocacy Cases - Nexd Steps - UPDATE

Trportance: High

| spoke with Holly today regarding the advosacy testn, fraining, efe. Following are the updates:
k- Training - Will be held in Rogim 7108 framt Z:00 - A:30 :;rj_ﬂ?gﬂ_»& and 8:00 - 4:30 on 5116
2, Parficipants for traifing: ' ) ‘

ég‘bé’termmaﬁaﬁs

Janine Estes
- Jodi Garuccio

Joseph Her

Grant Herring

Faye Ng

Mitch Steele

Carly Young

EORGA

Dariiel Dragoo
Hitke Ludwig

i
EQ ?Nashin gton Difice R T 3

WMatthew Giuliano
Hilary Goehausen
Judy Kindell

Sheron Ligit
Justin Lowe
Andy Megosh
* 3, Holly Paz and Nan Marks wili be in Gincinnati on §/14 8nd’6/157a0d wil be kicking off e fraining.
512812013

1 °d oEBE £9E ETS : =) 95:1T ETEE-0E-AGH
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yi-d

WioL .
4. Sharon Light will tale over coordinatian of the Advocacy 18t unl yarmer nonce,

5. ‘Those from the Washington Office, along @ith Dariel and Mike from EODQA, and Joseph, Wiitch, Carly and Janine from ECD
will start bucketing sl of the advotacy gases on 5116 urtit c:nr_np!efed. Room 7112-8 has been reserved for ihis. Those from the
Washinglon Difice will provide mare detatls about the bucketing process once the team meels.

Please be ceraln that thess [olks who ars ccheduled for fraining and bucketing know where to bé and when. If you have eny
questions regarding this, please let me know. Thanks.

|
——

Froim: Thomas Cindy M ‘
Sent: Tuesday, May 08, 012 1141 PM
Toz;Esrig Bonnie A; Combs Peggy L
Ces Bowling Steven F; Shear Mary
Suliject: Advocacy Cases - Next Steps
Importances High

{ spoke with Holly lefe today (5/8) and she indicated thet follS Hom DIC:plan to fly into Cincinnati on 5/14 in tho a.m. and would
fike to have = trainirig session for the advocacy teartt memibers-physically located in Gincinnaf gtarfing at 1100 p.m. that dey. The
training will go through thie end of the day on 5/45, To prepare for the training, the folks from D.C. would fike far Joseph Herr and
Witch Steele to be available via phone on £170 and 5/11; they will be receiving an email fram Sharon Light regarding the planning
sessions. |f Joseph andfor Mitch have any cases that they believe would be gaod for fralning purposes, they roay want to let us
krrow so thal we can pull thern out of the plle.

Starting on 5/16, Holly would like for the training tearm (Joseph Herr, Mitch Steele, Judy Kindell, Justin Lows, Straron Light), slong
with Stepten Seok, Garly Young, a representative(s) from Quality, and a few additional folks from D.C, to start o put the advocacy
gases into buckets: '

1. Favorabie {(no furitier substantive development nesded),

9, Favorable (limited development with approx. ¢ or 8 questiuns fo ask that may involve techrnical lssues — a list of quastions
witild be jotted down by the lsam),

3, Significant Development, and
4. Probable Adverse, S v

Ma.%t fiedy, we'll fry fo get those cases in Bucket 1 clesed tuickly and then mave to Bucket 2. The Washingion Office will prepare
terriptale denial letters for Bucket 4 and will share those leiters with EO Determinations to issbe.

pye-fentatively reservad Room 7106 for the training on 514 and 5715, and have naserved Room 7112-8 from 5118 through 611 for
those whiy will be identifying cases for the various buckets, Hubs are avallable in both of these rooms fo allow for Internet
connECcHvity-

Hotly indicated that those folks from D.C. who wil ey assidipl it hislproject will most iksly be working overtime while In

Gincinnati and avertima is avallable for our folks wha are wu_rigﬁggp‘;ﬁ@ project as-well, if they choose to swrork i, L

: SR )
Af4r these steps ars faken, we'l figure oul how (o fold in those speclalists fiom quiside of Cincinnall who are cuirently on the
Adviacacy Team. )

A | hear more, P pass on the information. fn the meantime, please let me know ASAP fyou have questions/ooncems, or if there
et concarnsiconict for anyons who will be ivolved in this project andior tralning. Thanks, ‘

5/28/2013
PI'd  &EEE €92 EIS R b ’ SA1 91T ETEE-BE-AR
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513 263 3655

Hi

MAY-31-2813 14:26

‘Prying Nallonal [Omanizations formed ta pay down the national dabd
Dakt ¥

Foreart case ts Group 7623 ko coardinelswitth ECT/EOG,

Gpen 9812,

Supportlag
Organizations
(S0's} -
E09(B)3)

Fanma 1023 and 3340 submitiad by organfzaticns seeking SO status as fallows:

1) Tipe | whacethera 1 other then the unconditionst powar 1o appoing srd remave tha:
majarily of the direciors or iruslees, 2nd

2y Types !or [t wheve there | more than oae suprartad organization dwhathar speciiied
by numes oo dasignaied by clesa ar pupase] or whess it anpsars that tha supparted
crgbnizafion:deas pol uncandiionaly contrl the supporting crganizabion.

Transfer case ta EQT.

Open 812213
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JU-E3~2013 12748 IRS 513 263 3695 F.B2

Shafer John H

From: Vance Roger W e e
Sent: Monday, June 03, 2013 1228 PM .,
Ta: Shafer John H

Subject: P Tea Party Cases ~ NEED CRITEREA

From: Vance Roger W

Sentt Thursday, June 02, 2011 8:02 AM

“Tas Shafer John H

Subject: RE: Tea Party Cases - NEED CRITERIA

W By I-

. ¥
Some of the cases do contain references fo the tea party and other cases that | have Identified are oroantzations
concerned with government spending, governmen( debt, and taxas.

Fromi: Shater John H

Sent: Thursday, June 02, 2011 7:12 AM

Te: Muthert Gary A; Vance Roger W; Schaber Bale T
Subject: PW; Tea Party Cases - NEED CRITERIA
Importance: High

Plegse provide me with what issues may indicate an organization is Involved with the tea parly
movement. , )
‘ = 'F: . -
Thanks, ‘ G ;

John Shafer

Group Manager
SET:EOQO:RA:D:1:7838
Telephone: (513)263-3406
FAX: (513)263-5200

B

Fros: Thontas Cindy M

Sent: Thursday, June B2, 2011 1246 AM
Teg Shafer John H

Ccs Esrig Bonnte A; Bowlfing Steven F
Subjact: Tea Party Cases - NEED CRITERIA
Imporkance: High

Johr,

Could you send me an email that Includes the criteria screeners use o label & case as 8 "tea party case?™ BOLO
sprezdshieet includes the following:
Organtzations involved with the Tea Party movement applying for exemplion under 501 (2)(3) or 501 (c)d).

1

5

71-000092
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Do the applications specify/stats "tes party?* 1f not, How do wa know applicant is involved with the tea parly movenant?

f need fo forward to Holly per her request below. Thanks.

From: Melahn Brenda

Sent: Wednesday, June 01, 2011 3:08 PM
To: Paz Holly O; Thomas Cindy M
Subjeck: RE: group of cases

Holly - we will UPS a copy of - in #1 below To your-atfention Yomorrew, It should be there Monday, T
~ sure Cindy will respond to #2.

Brenda

From: Paz Holly ©

Senty Wadhesday, June 01, 2011 2:21 PM
To: Thomas Cindy M

Ces Melahn Brenda

Subfect: group of ases

re; Tea Party cases

Two things re: these oases:

7. What crifera are baing used {o labél a case a "Tea Parly case™? We want to think about whether thoge critetia are
resuiting in‘over-inclusion.

{ ois wanis a briefing an these cases. We'l take the lead but would like you to participate, We're airning for the wagk of
6127,

Thanks!

Holly

TaTAL P.E3
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“sher David

crom: Seidell Thomas F TIGTA
Serit: Friday, May 10, 2013.9:51 AM
Te: Medina Cheryl J TIGTA
Subject: FW: Review: of E-Mails

Purpose: Terdogument resultsiof Ol search of IRS emails,

From: Ktz Gregory B TIGTA,
Sent: Tuesday, May 07,2013 835 AM ~ ~

To: Paterson Troy D TIGTA; Seidelt Thomés F TIGTA
Subject: FW:z Review.of E-Mails:

See helows: | f@rgot te asl, but did we femove reference to. Ol i the foainatés and the related referral?

me Camus Tmc)thy P TIGT. A

Sent: Friday, May 03,2013 3:33 P¥,

To: Phillips. Michael R TIGTA; McKenriey Michael E TIGTA; McCarthy Michael T'TIGTA; Kutz Gregory D TIGTA
ey Sn\(;s Ra*ndy M TIGTA; Jac_kSQn James S TIGTA

Sithject: Review of E-Ma’ils

“entlemen,

As a result of eur meeting with Russell a eouple of weeks dgo, wé agreed te pull é-mails from
identified staff members ofthe EG-organization in Cincinnati fo find out.1). If an e-mail existed that
directed the staff to “target” Tea Party and other pofitical organizations and 2). If there was a
conspiracy or effort te hide e-mails about the alleged drrectwe

- Audit provided us with & list of employees i question, keyword: Search ferms and & fimefrarie for the
e- malis We-pulled the available IRS e-mails, which resulfed in 5:500 responsive e-nails.

Review of these e-muails revealed gt there-was a It of discussion betveen the empl@yees on how to
process the Tea Party arid oftier pohtrcal organization applications. Thefe was-d Be On the Lookout
{BOLO) list specifically naming these groups; however, the e-mails indicated the organizations
needed fo be pulied because the IRS employees were riof sure tiow to process them, not because
thiey § inted to stall or hinder the application. There was fo; indication that pulling these selected.
applications was politically metivated. The-e-mail traffic indicated there were: unelear processing
directiens and the group wanfed to make sure they had guidancé-on processing the applications so
they pulled them. This isavery. impertanit fiuance.

Tim

Tirnsthy€amus

Deputy Inspector Gerieral for investigations
gasufy Inspector General for Tax Administration
1071 H St. NW, Suite 469

Washington, DC 20005

o ) ‘ PSI-IRS-37-000001
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TDEPARTMENRT DF THE TREASURY
VPASHINGTON, D.C, 20005

(HSHECTOR GERERAL
FORTAYX
AOWINISTRATION

February 13, 2013

REMORANDURM FOR DEPUTY ASSISTANT INSPECTOR GENERAL FOR
lNVE&TIGATIONS

%mb %

FROM: - by GregoryB Kutz

Assistant [nspector General for Audit (Management Services and
Exempt Organizations)

'SU_BJEGT: ' Request for Investigafion Related to Audit on internal Revenue
Service Oversight of Exempt Organizations Applications

Vife are currently reviewing the Exempt Organizations (EO) funchion’s tax-exempt
application review process. for identifying organizations that dre potertially involved in
political campaign interverttion. As you requested, we are providing a formal request for
investigation to determine who at the Internal Revenue Service (IRS) EO function
Deferminations Unitin Cincinnati, Ohioc ariginally developed and who authorized the
palicy to improperly target applications of certain argamzatlans. based an their names
-and polifical views, According to representations we have received, & high prafi le pase-
was received in February 2010 which led to ari e-mail in May 2010 stating thatall “Tea
Party” applicatians should be forwarded for additional review by a certain
Determinations group. By June 2011, the policy was expanded to include other groups
{9/12 and Patiots), After repeated attempts to identify who developed the policy and
“who authorized i, at all levels the IRS is unwilling or unable to provide us with this
infarmation, including rélevant e-mails. Below are certain firme periods and personnel
o may have been involved in the development of the improper criteria.

- February 2010 5> CindyM.Thomas, / |"Tea"or |We have requested
through Determinations Program "Patfiots” | an email that was
May 2010 | Wanager; or “9/12” or | sent to the

» HollyO. Paz, Director / cS(4Y Peteiminafions Wnft
Rulings and Agreements; staff that ineluded
»  JohnH Shater, =/ riferia for
Betferminations Group Manag ?[; processing
»  John Koesfer, | l applicafions
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Determinafions Specialist;
> Gary A. Muthert,
Deterininations Specialist;

3 Garter G:Hull, EO

Techdical Speclahst _ /

T,

3 Elizabeth Hofacre, ﬁ:irmer/ ;
Determinations Specialist; ‘
3> Sharon Camarillo, former / ;

Ry

>  Joseph Herr,
Deiermmatlons Group Manager;
and

>  Steven Grodmtzky EC
Technical Manager

Area Manager; /

invalving specific
groups, but IRS

personnet state that
| they cannof logate
thie email.

3> Holly C. Paz, Director
Rulings and Agreefmients; .

>+ . Jotin H. Shafer,
Determinations Group Manager

“and.

> Gary A Kiuthert,
Determinations Specialist

June 1-10, 2011 | »  Cindy M. Thomas, "Tea' or | We hawe been
Determinations Program “Patriots” | provided eriteria
Manager; Br ‘oM 2" used for processing

certain tax-exempt

,apphcatmns but IRS
“officlals stated that |

they do not know

| who developed it or
 whao knew about it
‘, and whien.

 We are currently draffing our report; which may be issued before you complete your
inivesfigation. We plan to note in oUr report that we have refeired certain maiters to
yaur oifice forfurther mveshgat;on Eyewill provide you with a draft of this reportds
Background and fo ensure that our reference to this referral is: appropriate. If you
iderntify evidence material to‘our audit report before it is issued, we. will work with you on
any additional disclostires'we should make.. Due te the high vmbﬂﬁy of this issue, itis
possmie you will be: asked to brief congressional staff on the results of your

m\zestlgatmn

YWe will provide you arid your staff access to all relevant documentatton we have
received including the first written evidence of the improper targeting policy: ©nce you
have feviewed this riemo please have your staff coordinate with Troy Paterson,
Director, Tax Exerript and Government Entities/Human Capital, at (4{}4) 33B-7476.

o ljeputy Irispector Ganeraifcﬁrlnveshgaﬁons {exe]]

Acting Deputy Inspector Gereral for Audit 1G:A

PSIH-IRS-37-000003
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File: PA6.ee EDS 501c4 Case Universe Open and Closed Rec’d 6-11-12
Tabs: Open and Closed (see notes below)

Purpose: To identify the universe of open 501(c)(4) applications to sample from and to identify the
universe of closed 501{c){4) applications to sample from.
Date Created: Jlune 5, 2012

File modified as followed purely for presentation purposes and to aid discussion:

e To look at the entire universe in a single manner, the Open and Closed tabs have been
combined to create a single listing.

e  One additional column was added entitled “List.” This column has four potential values:

o May "12: This indicates that the application appeared in the Advocacy Listing that was effective
as of May 31, 2012. '

o Dec"12: This indicates that the applications did not appear in the May 31, 2012 Advocacy Listing
but did appear in the December 17, 2012 Advocacy Listing.

o Naone: This indicates that the application did not appear in either the May 31, 2012 or the
December 17, 2012 Advocacy Listing.

e Color Ceding: The following color codes were used for Application Names for purpases of
clarity (in alphabetical order):

c Tea Party

e  Color Coding:
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Purpose: To identify the universe of open 501(c)(4) applications to sample from. This listing was run on June 5, 2012.
Source: Holly Paz, Director, Rulings and Agreements

501(c)(4) Initial Applications

_TEDS | EDS |
Case# |Cased! -

5/21/2010

A

4 12/29/2010

4 10/14/2010
May 12z 4 52 1/10/2012
May'12 . 4 52 6/1/2012  5/20/2010
May'12 4 1 5/25/2012  8/20/2010
May'12 4 4 3/2/2012 /3112010
May'i2 4 52 6/1/2012  11/19/2010
May '12 4 52 2/8/2012  1/13/2011
May'12 4 52 3/11/2011  2/22/2011
May 12 4 1 525/2012  4/4/2011
Dea'12 4 74 5/31/2012  8/15/2011
May 12 4 51 4/13/2012  12/21/2011
May '12 4 51 5/24/2012  4/8/2012
Dec'i2 4 74 B/2/2012  4/24/2012
Dec ‘12 4 74 8/2/2012  5/10/2012
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Purpose; To identify the universe of open 501(c)(4) applications to sample from. This listing was run on June 5, 2012.
Source: Holly Paz, Director, Rulings and Agreemenis

501(c)(4) Initial Applications

4 5/20/2010
4 5/8/2012
May 12 4 4 32012 5A1/2010
None 4 6 7M5/2010  5/27/2010
May 12 4 52 11812012 6/7/2010
Nore 4 1 8/7/2010  6/30/2010
May 12 4 58 42312012 TH4/2010
None 4 11 9202011 9/16/2010
May *12 4 74 3/1/2012  10/25/2010
None 4 1 7/20/201%  12/30/2010
None 4 6 425/2011  3/17/2011
May '12 4 52 8112012 472011
None 4 1 3M3/2012 81072011
fay 12 4 51 5/15/2012  8/16/2011
None 4 51 362012 112002012
Way 12 4

51 511/2012 2/212012
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-Purpose: To‘identif_y the universe of open 501(c)(4) applications to sample from. This listing was run on June 5, 2012.

Source: Holly Paz, Director, Rulings and Agreements

501(c}(4) Initial Applications

TEDS | EDS i
} Case# } Case# iApplicantnamed .
9/7/2011

None 4 2

None 4 2 9712011

None 4 2 9712011

None 4 2 7125/2011 (A

None 4 1 4/2712011  6/22/2010
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Purpose: To identify the universe of open 501(c)(4) applicatichs to sample from. This listing was run on June 5, 2012,
Source: Holly Paz, Director, Rulings and Agreements

501(c)(4) Initial Applications

pS e | Advoacy | Subsectio
Case#| Eii { Lt

Case # | ' n
None 4
Nore 4 52 511612012 E2R20EE10
MNone 4 8 7/28/2010  6/11/2010
None 4 12/28/2010  7/16/2010
None 4 5] 8/20/2010  7/29/2010
None 4 1 9/22/2010  8/23/2010
None 4 62 11/19/2010  9/9/2010
May 12 4 52 6/1/2012 812412010
None 4 1 3/2512011 10172010
Mone 4 1 3/25/2011 10/5/2010
May 12 4 52 6/1/2012 12/222010
None 4 1 ~ 51212011 1/20/2011
None 4 1 211712012 1/26/2011
Nare 4 1 4192012 2/16/2011
KWay 12 4 52 2/9/2012 31712011
- Bhay 12 4 52 2{10/2012 3102011
May 12 4 52 6/1/2012 4/15/2011
N_Ona 4 1 7/27/2011  4M5/2011
May 12 4 58 4]23/2012 5412011
Dec "2 4 6 6/14/2011 5/4/2011
May 12 4 58 42312012 51712011
MNone 4 1 12872011 51712011
May 12 4 1 5/25/2012 8/28/2011
None 4 1 3/2/12012 712512011
None 4 6 11/2172011  10/13/2011
- None 4 1 12/6/2011  10/31/2011
© Way 12 4 51 411372012 11272011
fay 12 4 51 5/15/2012 11152011
None 4 1 2/18/2012  11/30/2011
None 4 6 13201z 1277201
May 12 4 51 5/15/2012 2/9/2012
Dec 12 4 62 51812012 3/20/2012
Dec 12 4 T4 6/2/2012 4/5/2042
,,,,,, Dec 12 4 61 6/1/2012 51242012
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‘Purpose: To idéﬁﬁfy thé universe of opé_n 501(_0)(4) ‘applic:atiplnsrto sample from. This listing was run on June 5, 2012.
Source: Holly Paz, Director, Rulings and Agreements

501(c)(4) Initial Applicaticns

Advoacy |Subsectl
List on

~ None 4
None 4 5/8/2010
None 4 1 711412010 _
None 4 6 B/6/2010  6/18/2010
May 12 4 52 1/23/2012  6/30/2010
~ Mone 4 11 312812011 7212010
May "1z 4 52 1/30/2012  8/31/2010
~ Nene 4 6 . 10/8/2010  9/10/2010
May 12 4 52 2162012 9/13/2010
May 12 4 4 4/8/2012 9/28/2010
~ Mone 4 6 10/28/2010  10/18/2010
Bee"2 4 6 111672011 12/7/2010
May 12 4 52 611/2012 11872011
~May "2 4 52 6/1/2012  2/22/2011
May 12 4 6 5/15/2011  4/26/2011
May 12 4 51 4/11/2012  6/9/2011
May "12 4 51 411102012 67972011
May 12 4 51 4/11/2012  6/9/2011
May 12 4 51 41112012 6/9/2011
| May 92 4 51 41112012 60872011
| May 12 4 51 41112012 6/9/2011
| May '12 4 51 4/11/2012  8/M5/2011
| May 12 4 52 6/1/2012 8/13/2011
May 12 4 51 4/13/2012 1177720114
None 4 72 5/14/2012  11/8/2011
None 4 72 5/14/2012  1/27/2012
- May'12 4 51 5M/2012  2/9/2012
_ Dec 4 62 6/1/2012 4/23(2012
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Purpose: To identify the universe of open 501(c){4) applications to sample from. This listing was run on June 5, 2012.

Source: Holly Paz, Director, Rulings and Agreements

501(c)(4) Initial Applications

Patriot(s)

May 12

6/1/2012

May 42 4 58 412312012

May12 4 4 112612012

May'1z 4 52 1/12/2012

May 42 4 52 11122012 /312010
May'12 4 52 1172012 5/11/2070
May'i2 4 52 11182012 6/11/2010
Meyi2 4 58 4/23/2012  7/20/2010
None 4 1 12/3/2010  7/26/2010
HNone 4 2 11112012 8/1812010
None 4 3 9/16/2010  8/1S/2010
None 4 3 10/52070  9/14/2010
May 12 4 52 2212012 10/16/2010
CMey 12 4 52 2022012 10/25/20710
May12 4 74 3/1/2012  10/25/2010
None 4 g 3/25/2011  11/18/2010
May12 4 52 20602012 12/17/2010
May12 4 - 5B 5/7/2012 173172011
None 4 1 7/82011  4/6/2011

May12 4 52 22102012 411312011
May'2 4 52 22112012 A/16/2011
May'tz 4 52 22172012 4/19/2011
May12 4 51 41112012 6/10/2011
| May'12 - 4 51 5112012 81212011
May'1z 4 51 41312012 9/30/2011
May'iz 4 51 5/11/2012  9/30/2011
May12 4 51 411312012 10/24/2011
Dec'tz 4 74 812012 11/8/2011
May'12 4 51 4/13/2012  12/30/2011
May'12 4 51 512412012 3/5/2012
4 51 512412012 4/9/2012
4 61 592012 4/26/2012
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Purpose: To identify the universe of open 501(c)(4) applications to sample from. This listing was run on June 5, 2012,
Source: Holly Paz, Director, Rulings and Agreements

501(6}(4) Initial Applicationg

4 2/14/2012
4 5/5/2010
4 6/28/2010
4 11/29/2010 |
Nore 4 1 11/19/2010  5/14/2010
None 4 1 1112011 611012010
None 4 1 12/2212011  6/24/2010
None 4 1 10/18/2010  8/3/2010
Nane 4 1 12/6/2010  9/20/2010
None 4 9 4/22/2011  11/30/2010
May12 4 52 /12012 34172011
May '12 4 52 21312012 3/30/2011
Nane 4 6 712812011 612772011
May 12 4 51 an12012 772019
Hone 4 6 /252011 8/2/2011
May ‘12 4 51 . 5/152012  8A9/2011
Nore 4 6 9/25/2011  8/22/2011
May'i2 4 51 41132012 9/2/2011
May 12 4 52 6112012 10/19/2011
None 4 71 5/15/2012  10/26/2011
May 12 4 51 4132012 14/26/2011
Dec 12 4 62 5312012 162012
None 4 7 5/14/2012  3/23/2012
Det'12 4 75 B/1/2012  6/10/2012
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Purpose: To identify the universe of open 501(c)(4) applications to sample from. This listing was run on June 5, 2012,

Source: Holly Paz, Director, Rulings and Agreements

501(c)(4) Initial Applications

Naone 4 6 6/16/2011 516/2011
4 6 11/22/2011 8512011
4 51 -51M1/2012 101372011
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Purpose: To identify the universe of open 501(c)(4) applications to sample from. This listing was run on June 5, 2012.
Source: Holly Paz, Director, Rulings and Agreements

501(c)(4) Initial Applications

EDS i
Case#! Ein on
4 6/16/2010
4 5117/2012
4 3/5/2012
4 3/16/2012
4 11/7/2011
4 4/23/2012
4 3/2/2012
4 1/8/2012
4 3/2/2012
4 1/12/2012
4 112/2012
4 114212012
Aay ' 4 11212012
May ‘12 4 4 4/4/2012  5/7/2010
May '12 4 52 1M8/2012  5/21/2010
May 12 4 4 20272012 5/26/2010
| May 12 4 52 1/18/2012  5/27/2010
| May 12 4 52 1/18/2012  5/28/2010
May 12 4 52 118/2012  6/11/2010
May 12 4 52 11182012 B11/2010
May ‘12 4 52 12412012 716812010
May 12 4 52 1242012 7/8/2010
 May 12 4 58 4/23/2012  7/19/2010
May 12 4 58 4/23/2012  7/23/2010
May ‘12 4 52 1/27/2012  8/5/2010
 Mayi3 4 52 1272012 B/9/2010
| May'1z 4 52 1/31/2012  8/24/2010
| Ray 12 4 52 1/30/2012  8/31/2010
| May 12 4 52 2212012 1011212010
May 12 4 52 2/3/2012  10/18/2010
May ‘12 4 52 6172012 12/1/2010
May '12 4 52 2082012 1201712010
Way 12 4 52 21812012 11312011
- May 12 4 58 5M7/2012  1/27/2011
May 12 4 58 5M7/2012 143172011
| May 12 4 4 6/2/2012 3/8/2011
- May 12 4 58 4/23/2012  3/17/2011
| May ‘12 4 58 4/23/2012  3/18/2011
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May 12 - 4 B/2/2012 - 3252011 ~

4

May'12 4 52 21312012 3/31/2011

| May12 4 52 211812012 4/8/2011

May'12 4 52 2212012 41312011
May1z 4 52 22112012 4/16/2011

i May'12 4 52 2021/2012  4/19/2011
_-- | May'iz 4 51 4112012 6162011
N R o :  « s ananonz 7msond
. N N N . 0 s wromoz 7eseorn
L e
T R T PR 51 sMU2012  BA/2011
I o0 . s oo sz
- -— May 12 4 52 612012 B8/23/2011
I o :  « o1 snuz onenont
--_ My 12 4 51 5M1/2012  9/30/2011
R T N N R 51 512012 9/30:2014
I N o0« s srieoz tomaom
o e I S st 43ROtz 10M7I2011
D o0« s wneorz o
_ _ May 12~ 4 51 411312012 11/23/2011
N -  « st wnooz 1o
i I - : 51 wmeore tamoz0ns

B ey e . o - B1 4M3RO012 423112011
- — May'12 4 51 411312012 1/41/2012
— May 12 4 51 411312012 111812012
_--_ May'i2 4 51 51242012 3/5/2012
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Topic: Date Ranges for Data Selection:

Si:gt'er’nént {Audit): ‘_‘We determined this through two statistical samples of 338 {7.5 ;_)e_r{:en’g) froma
_u:niverse 014,510 |.R.C. § 501(c){4) tax-exempt app}icationsfiﬁeﬁ during May 2010 through May 2012
that were not forwarded to the team of specialists.” (footnote 19 on page 8}

Statement (Aiid!ﬂ “We reviewed a statisticai sampie of 941.R.C. § SGIEC)(4) cases closed from May
2010 ihrough May 2012 from a universe of 2,051 applications..” {page 9)

Statement {Audit): “We reviewed a statistical sample of 244 [.R.C. § 501(c) (4] cases closed from May
2010 through May 2012 or open as of May 31, 2012..” (page 9)

Statement (Audit): “We reviewed all 298 applications that had been identified as potential political
cases as of May 31, 2012 {'page 10)

Statement (Letter): “TIGTA performed additional research which determined that six tax-exempt
applications filed between May 2010 and May 2012 ha\f:ng the words "progress or progresswe in
their names were included in the 298 cases the IRS identified as potential political cases.”

Statement (Lettar): “We also determined that 14 téx-e’xampt applications filed between May 2010 and
May 2012 using the words “progress” or “progressive” in their names were not referred for additional
scrutiny as potental political cases.

IRS Observations: The first, fifth, and sixth statements above reference a date range based on the date
that the application was filed with the IRS (Erx'own as the Control Date). The seconid, third, and fourth
statements appear to reference applications that may have been received by the iRS prior o May 2010
but had some action taken during the May 2010 to May 2012 timeframe.

The set of 298 advocacy cases that TIGTA revie"wed incl u’dés 21 S(}'i'{cj{d'] cases that were filed with the
IRS prmr to May 2010 {mciudmg 11 Tea Party.cases). The setof298 cases also does notinclude 3
additional Tea Party cases {one 501(c){3} case and two {c){4) cases) that were filed prior to May 2010 but
never ended up in the advocacy case listing, including the 501{c)(4) case that was the primary focus of

" the recurring Sensitive Case Reports in the TIGTA files. The set of 298 cases also doesnotinclude 5

 cases that were closed in 2011 for an organization on the opposite end of the political spectrum from
Tea Party, four of which also received a referral to EO Technical, had a Sensitive Case Report prepared,
were referred to Chief Counsel for additional scrutiny, and eventually received a determination after
apprommateiy athree-year deiav Moreover, the list of 298 does not include 72 cases that were

_ received by the IRS prior to May 31, 2012, but had not been assigned to the advocacy case listing by that

date [3? cases for 501(c){4) and 35 cases for 501{c)(3)].

The TIGTA report states in Appendix 1'{'Detailed ‘Objective, Scope, a nd Methodology): “Obtained a list of

~applications that were identified for processing by the team of specialists and determined the status of
the identified cases (open, approved, denied, efc.) through May 31, 2012. We also received an updated
fist of identified cases through December 17, 2012, to determine the status of each initial case as of this
date.” This updated file expands the total umverse of tases set aside foradditionai scruhny as potential
advscacy cases to 407.

TIGTA indicated in a conversation on July 8, 2013 that the December 17, 2012 fife was only used
to update the status of the angma! 298 cases under review, and not to update the listing itself to
include those add;t:o_na! tases that were, in fact, filed prior to May 2010 and were included in
the December 2012 Advocacy listing update, but had not made it into the Advocacy listing as of
June 5, 2012 when the list of 298 cases was prepared.
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Topic: Miore on Date Ranges for Data Selection and Data Used for Statistical Sampling

Statement (Audit): The footnote associated with the statement that all cases with Tea Party, Patriots, or
9/12 in their names were forwarded to the team of specialists {footnote #19) states: “We determined
this through two statistical samples of 338 (7.5 percent) from a universe of 4,510 L.R.C. § 501(c){4) tax-
exempt applications filed during May 2010 through May 2012 that were not forwarded to the team of
specialists. See Appendix | for details on our sampling methodology.”

TIGTA indicated in a conversation on July 11, 2013 that part of this statement was not accurate,
There were applications filed prior to May 2010 that were included in the universe from which
this sample was drawn. The actual universe used included two 501{c}(4) Tea Party cases that
were not forwarded to the team of specialists, as well as four of the Progressive cases that were
hzghilghted in the letter to Congressman Levin, that were filed prior to May 2010.

" TiGTA also cfar-._lfied that the “universe of 4,510 L.R.C. § 501(c){4) tax-exempt applications filed
during May 2010 through May 2012” used as the basis for this sampling was not the entire

- universe of 501{c}{4) applications that had been provided by the IRS, but rather a subset of that
universe of data. Specifically, several hundred applications were removed from the universe
based on status codes that TIGTA believed were not relevant for the purpose of the sampling.
This truncated data set appeared to primarily be desngned to address the following two
questions {page 9 of the audit report):

e How many “applications had indications of significant political campaign intervention
and should have been forwarded to the team of specialists” but had not;

s How many “applications that the iRS determined required additional information from
the organizations applying for tax-exempt status ... but were not forwarded to the team
of specialists;” and

However, this same truncated data set was also used to determine the following (page 8):

e = “That all cases with Tea Party, Patriots, or 9/12 in their names were forwarded to the
* team of specialists.”

Statement (Audit): In Appendix I: In the first of the two samples referenced in the footnote: “We
sejected our statistical sample using the following criteria: 90 percent confidence ievel 50 percent error
rate, and + 5 percent precision rate

The footnote to this statement is: “An axpected error rate of 50 percent was chosen because we
determined that cases needing significant additional information had criteria that included the names of
specrf c groups.”

See data sets for discussion on the beginning and end points for data collection used in the audit report.

Relevant Documents from TIGTA workpapers: PAG.ff —Advocacy Cose Tracking Sheet, PAG6.ee EDS 501c4
Case Universe Open and Closed Rec’d6-11-12 , PA6 nn — Tracking Sheet 12172012 — Advocacy Cases; and
201004189 — April 2010 Tea Party {and subsequent monthly Sensitive Case Reports}
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Topic: Percentage of applications identified for additional scrutiny as “potential political cases”

Statement {(Audit): “While the team of specialists reviewed app!icaftions.from a variety of organizations,
we determined during our reviews of statistical samples of 1.R.C. § 501{c}{4) tax-exempt applications
that all cases with Tea Party, Patriots, or 9/12 in their names were forwarded to the team of specialists.”

Statement {Letter): “...our audit found that 100 percent of the tax-exempt applications with Tea Party,
Patriots, or 9/12 in their names were processed as potential political cases during the timeframe of our audit.”

IRS Observations: Specific data sets used, and whether actual data or statistical sampling was used; See
spreadsheets for calculations and discussion. Summary tables included in this section — see footnote for
explanation for the definition of the three data sets referenced in these summary tables.! None of these
are precise matches to TIGTA. Data Set #1 is the closest match, however numbers for Patriots and
Progressive differ from the charts below because of the exclusions that TIGTA made from the universe
of 501{c){4) applications based on certain status codes.

DataSet#1 Data Set #2 Data Set #3
Set Aside |Total Apps [% SetAside | [SetAside [Total Apps |% Set Aside | {Set Aside [Total Apps |% Set Aside
Tea Party 62 64 . 9% 62 62 | 100% 51 51 100%
9/12; 9-12; 9.12; 912 3 16 63% 10 13 L T% 2 12 100%
Patriotls) ! 32 L T5% 24 32 5% 21 28 75%

Relevant Documents from TIGTA workpapers: PAG.ff—Advocacy Case Tracking Sheet, PA6.ee EDS 501c4
Case Universe Open and Closed Rec’d 6-11-12, and PA6 nn — Trocking Sheet 12172012 — Advocacy Cases

* Data Set #1:
o “SetAside for Additional Scrutiny” (the numerata r):
¢ Includes all cases with the name/label that appear in the Advocacy Llstmg as of May 31, 2012
o Does notinclude cases with the name/iabel filed prior to May 31, 2012 but did not appear in the
Advocacy Listing until the update provided on December 17, 2012 :
e “Total Applications” (the denominator):
o Includes everything in the numerator + 2il other cases filed with the IRS with that name/label as
of May 31, 2012
Data Set #2:
s “Set Aside for Additional Scrutiny” (the numerator}:
o Includes 2ll cases with the name/label that appear in the Advocacy Listing as of May 31, 2012
o Does not include cases with the name/label fi led prior to May 31, 2012 but did not appear in the
Advocacy Listing until the update prwlded on December 17, 2012
s “Total Applications” (the denominator):
0 Includes everything in the numerator + alf other cases filed with the IRS with that name/label
between May 2010 and May 2012 {inclusively)
o Does notinclude non-Advocacy cases with the name/label filed prior to May 2010 {key change
_ from #1)
Data Set #3:
e “Set Aside for Additional Scrutiny” (the numerator):
o Includes all cases that were filed with that name/label between May 2010 and May 2012
{inclusive) and ended up in an Advocacy Listing (either the May 2012 listing or the December
2012 listing) (key change from #1 and #2)
o Doesnot include cases that were filed prior to May 2010 or after May 2012 (key change from #1
and #2}
e “Total Appiications” {the denominator):
o Includes everything in the numerator + all other cases filed with the IRS with that name/label
between May 2010 and May 2012 {inclusively)
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Statement (Letter): “TIGTA performed additional research which determined that six tax-exempt
applications filed between May 2010 and May 2012 having the words “progress” or “progressive” in their
names were included in the 298 cases the IRS identified as potential political cases. We alsa determined
1;ha’t 14 tax-exempt applications filed between May 2010 and May 2012 using the words “progress” or
“progressive” in their names were not referred for additional scrutiny as potential political cases.”

IRS Observations: Specific data sets used; See spreadsheets for calculations and discussion

Data Set#1 _ Data Set #2: DataSet#3
|Set Aside [Total Apps |% Set Aside| {Set Aside |[Total Apps:‘ % Set Aside | |Set Aside |Total Apps|% Set Aside
Progress or Progressive f 24 29% 7 20 35% 9 20 45%

‘Relevant Documents from TIGTA workpapers: PAG6.ff— Advocacy Case Tracking Sheet, PA6.ee EDS 501c4
‘Case Universe Open and Closed Rec’d 6-11-12 , and PA6 nn — Tracking Sheet 12172012 — Advocacy Cases

Statement (Letter): “As part of our audit, we reviewed the section of the BOLO listings that related to
the specific criteria that the IRS stated were used to identify potential political cases for additional
scrutiny. TIGTA also found that certain criteria {e.g., Patriots, 9/12, education of the public by
advocacy/lobbying to “make America a better place to live,” etc.) used to select potentia! political cases
were not in any BOLO listings.”

Evidence: While many names and labels appeared over time on the BOLO lists, Tea Party was the only.
name or label that ever appeared on the Emerging Issues tab. Greater insights into the selection pattern
of the “Other” 202 cases represented in the pie chart in the audit may be useful in this regard.

IRS Observations: Specific data sets used; See spreadsheets for calculations and discussion

Data Set #1 Data Set#2 i DataSet#3
: Set Aside {Total Apps [% Set Aside] |Set Aside {Total Apps [% Set Aside | [Set Aside|Total Apps [% Set Aside
Conservative 8 s L S0% B 15 . S3% 7 14 50%
Republican : i 3 33% i 3 33% 1 3 1 3%

Relevant Documents from TIGTA workpapers: PAG.ff — Advocacy Case Tracking Sheet; PAG.ee EDS 501c4
Case Universe Open and Closed Rec’d 6-11-12 , and PAG6 nn — Tracking Sheet 12172012 — Advocacy Cases

PSI-IRS-37-000018
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Topic: Additional Discussion for Clarification

Statement (Audit): “Figure 4 shows that approximately one-third of the applications ‘adentiﬁed for
processing by"the‘-te‘am of specialists included Tea Party, Patriots, or 8/12 in their names, while the
remainder did not.”

Seeking clarity on the grouping of names in the pie chart (Figure 4} in the audit report where
two of these labels appear in 2 single organization’s name.

Srierae | TeaParty
mg/12 = #12

& Pacrlots - Patriots
50t & Dther

PSI-IRS-37-000019
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DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, D.C. 20224

January 28, 2014

The Honorable Carl Levin

Chairman

Permanent Subcommittee on Investigations

Committee on Homeland Security and Governmental Affairs
United States Senate

Washington, DC 20510

Dear Mr. Chairman:

| am responding to your request for documents relating to tax exempt advocacy organizations.

The internal Revenue Service is committed to providing you with as complete a response as
possible. Since May of last year, we have been collecting, reviewing, and producing materials
in response to a number of Congressional requests, including those from you and your
Committee. In order to provide you and your staff our full cooperation in addressing this matter,
more than 150 people, including Chief Counsel attorneys, litigation support staff, and IRS
personnel have worked for a total of more than 70,000 hours.

o To date, we have produced over half a million pages of documents to the Senate
Finance and House Ways and Means Committees, which are authorized to receive IRC
section 6103 information.! We also have produced over 385,000 pages, redacted as
required by law for IRC section 6103 information, to the Senate and House
Governmental Oversight Committees. Our productions have prioritized the custodians,
subject matters, and search terms as requested.

e |RS has responded to more than fifty Congressional letters and hundreds of informal
Congressional requests.

* We have facilitated more than sixty transcribed interviews by Congressional staff of
current and former IRS employees.

= |RS personnel have answered questions related to the subjects of these investigations
at 14 Congressional hearings.

» The IRS document production has been collected from IRS hard copy and electronic
-files as well as documents from 82 individual custodians.

The enclosed documents from this IRS production are Bates-stamped IRSR0000495035-
IRSRQO000508187. Today's production includes hard copy notes from Steven T. Miller that are
Bates stamped IRSR0000505454-IRSR0000507228 and hard copy materials related to

'As part of this process, in May 2013 we directed our document retention and retrieval specialists to perform an
electronic data search of the records of personne! we identified who may have potentially relevant information.
We are conducting this process under the litigation hold procedures detailed in [RS Chief Counsel Notice CC-2012-
017. Much of the raw electronically stored information (ESt) required decryption, which often corrupted files that
had to be restored manually before the search process could begin. Once we received the decrypted information,
it was electronically searched using search terms we have provided to you. PSI-IRS-40-000001
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congressional hearings in March and July 2012 and May 2013. As with earfier productions,
these include certain materials, such as spreadsheets, that do not lend themseives to this
production format. If there are documents with unique formatting that you need re-produced in a
different format, please let us know.

| hope this information is helpful. If you have any guestions, please contact me or have your
staff contact me at (202) 622-3720.

Sincerely, ) , .
;%///; ,mw——‘::;/ éjé/ h/(ia_.d..

Leonard Qursler .
National Director for Legislative Affairs

PSI-IRS-40-000002
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DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, D.C. 20224

April 22, 2014

The Honorable Carl Levin

Chairman

Permanent Subcommittee on Investigations

Committee on Homeland Security and Governmental Affairs
United States Senate

Washington, DC 20510

Dear Mr. Chairman:

This is in further response to your letter dated January 4, 2013 requesting additional information
about |.R.C. § 501(c)(4) organizations. This response supplements the previous responses
dated June 4, 2012, July 13, 2012, August 24, 2012, September 14, 2012, October 17, 2012,
November 23, 2012, and March 15, 2013, and addresses additional questions raised by your
staff in a meeting on April 30, 2013.

Our letter to you dated November 23, 2012 stated that Exempt Organizations (EO) had issued
42 revocation notices to section 501(c)(4) organizations between January 2007 and September
2012. Our letter to you dated March 15, 2013 explained that because of some discrepancies
between system-generated information and the actual revocation notices, we were unable to
provide accurate copies of the letters that were mailed without retrieving them from the files.
With the March 15, 2013 letter, we provided you with copies of 9 of the 42 revocation letters. At
the April 30, 2013 meeting, your staff asked us to update the information as to the number of
revocations and to provide copies of additional letters.

For the period October 2012 to February 2014, we have identified 5 additional revocations, so
that, as of February 2014, the total number of revocations since January 2007 stands at 47. We
are enclosing 28 additional redacted revocation letters for the period January 2007 to
September 2012, as well as five redacted letters for the period October 2012 to February 2014,
We have learned that the remaining revocations from the original count of 42 were not
sustained in Appeals. Accordingly, no redacted copies of letters in those cases are available.

Please note that some of the 33 revocation letters enclosed herewith say that they are making
adverse determinations. Although that phrase is used in some of the revocation letters, it is
clear from the body of each letter that the letter constitutes an adverse determination after
examination, and that the Service is revoking the exemptions.

Qur letter to you dated November 23, 2012 enclosed copies of all 10 of the redacted adverse
determination letters that were issued between January 2007 and September 2012. At the April
30, 2013 meeting, your staff asked us to update the information as to the number of adverse
determinations and to provide copies of those additional letters.

PSI-IRS-50-000001
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Since September 2012, EO Determinations has issued 9 adverse determinations (denials) to
organizations applying for section 501(c)(4) status. It should be noted that some of these
denials may not have involved political advocacy issues even though the organization applied
for section 501(c)(4) tax-exempt status. We are in the process of retrieving redacted copies of
{he 9 additional adverse determinations from the underlying files, and will provide those copies
as soon as they have been located. '

The enclosed documents are Bates-stamped IRSC036438 - IRSC036823.
I hope this inforfation is helpful. If you have guestions, please contact me or have your staff

contact me at (202) 317-4148 or John McDougal at (202) 317-5103..

Sincerely,

WI - Leonard Qursler
National Director of Legislative Affairs

Enclosures {33)

PSI-IRS-50-000002



	Part 7 of 10.pdf
	DOCUMENT LOCATOR LIST - 501(c)(4) Report.pdf
	Sheet1


	DOCUMENT LOCATOR LIST - 501(c)(4) Report.pdf
	Sheet1




