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BEFORE THE FEDERAL ELECTION COMMISSION

)
) AR19-01R

)

RESPONSE OF STEVE CHABOT FOR CONGRESS
AND NATALIE BAUR, TREASURER

Steve Chabot for Congress and Treasurer Natalie Baur (collectively, “the Campaign™)
hereby submit this response in the above-captioned Audit Referral, which identifies various
reporting failures by the Campaign during the 2017-2018 election cycle. Each of the items
identified in the Audit Referral is attributable to the malfeasance or misfeasance of the Campaign’s
former campaign manager—and “de facto treasurer”—James Schwartz I, a once trusted member
of the Campaign who in late May 2021 pleaded guilty to committing crimes against the Campaign
and FEC, including wire fraud and falsification of records in connection with embezzling
$1,440,475.00 from the Campaign. See generally Ex. 1 (Information, Dkt. #1, No. 1:21-cr-00045
(S.D. Ohio April 27, 2021) (“Criminal Information”)); see also Ex. 2 (DOJ Press Release,
Cincinnati political consultant pleads guilty to embezzling $1.4M from Congressional campaign,
May 28, 2021).! The Campaign originally notified the Commission of Mr. Schwartz’s
unauthorized activities through a sua sponte submission filed in December 2019. See Pre-MUR
630.

Federal law enforcement’s investigation into Mr. Schwartz found that, throughout the
period covered by the FEC’s 2017-2018 audit, he had “prepared and submitted reports” filed with

the FEC on behalf of the Campaign. Ex. 1, Criminal Information §9. While Mr. Schwartz had

! In fact, Mr. Schwartz was found even to have fabricated Campaign bank statements and
other records in connection with the FEC’s 2017-2018 audit at issue here. Ex. 1, Criminal
Information q 17.





held out his father as the Campaign’s Treasurer, it turns out that was never true. Id. 9 13. Instead,
the criminal investigation revealed that Mr. Schwartz “was actually serving as the de facto
treasurer for” the Campaign at the time of the reporting failures identified in the Audit Referral.
1d. 99 8, 13. The Campaign does not know specifics of each of these reporting failures—whether
they somehow were intended by Mr. Schwartz to further his scheme or simply were the result of
his neglect—but it is clear that Mr. Schwartz failed to report this information properly to the FEC
on behalf of the Campaign.

As stated in the Campaign’s sua sponte submission in Pre-MUR 630, the Chabot Campaign
takes its FEC compliance and reporting obligations very seriously. As the victim of Mr.
Schwartz’s crimes, the Campaign cooperated with law enforcement throughout its investigation,
and is committed to working with the FEC to correct the public record to the fullest extent possible.
The Campaign also has taken proactive steps to improve its compliance and recordkeeping
operation, including retaining a new Treasurer, Mr. Baur, who has implemented internal controls
consistent with the FEC’s Best Practices for Committee Management in an effort to avoid future
issues. We thus respectfully request that the Commission treat this matter, and all others arising
from Mr. Schwartz’s unauthorized activities, consistent with its treatment of similar matters where
a committee has been the victim of misappropriation or other financial misfeasance.

Respectfully submitted,

Gl e

Megan Sowards Newton

E. Stewart Crosland

JONES DAY

51 Louisiana Avenue, NW

Washington, DC 20001

(202) 879-3939

Counsel to Chabot for Congress and Treasurer
Natalie Baur
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UNITED STATES OF AMERICA,

JAMES R. SCHWARTZ 11,

VS.

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF OHIO
WESTERN DIVISION

CASE NO. 21-cr-45

Plaintiff,
JUDGE MCFARLAND

INFORMATION

18 U.S. C. § 1343
Defendant. 18 U. S. C. § 1519

THE UNITED STATES ATTORNEY CHARGES:

At times relevant to this Information:

L

The defendant, JAMES R. SCHWARTZ 11, was a resident of the Southern District of
Ohio.

Congressional Candidate A was a member of the United States Congress.
Congressional Candidate A was also, at times relevant to this Information, a candidate
for United States Congress.

Congressional Campaign A was the principal campaign committee for Congressional
Candidate A.

The Federal Election Campaign Act of 1971, as amended, Title 52, United States Code,
Sections 30101, ef seq. (“FECA”), and its corresponding federal regulations, governed
the use and reporting requirements of Congressional Campaign A.

The Federal Election Commission (“FEC”) was a department and agency of the United
States with jurisdiction to enforce the limits and prohibitions of FECA and to compile
and publicly report accurate information about the source and amounts of contributions

to federal campaign committees.
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10.

11.

12.

FECA required Congressional Campaign A to file reports with the FEC that accurately
disclosed activity related to contributions and expenditures of Congressional Campaign
A.

FECA authorized the FEC to audit Congressional Campaign A to determine if
Congressional Campaign A complied with FECA requirements.

The defendant, JAMES R. SCHWARTZ II, performed work on behalf of
Congressional Campaign A. Specifically, SCHWARTZ worked as a political
consultant for Congressional Campaign A through his company Fountain Square Group
LLC and as a media consultant for Congressional Campaign A through his company
Prime Media LLC (together, the “Consulting Companies”). SCHWARTZ also worked
as the de facto treasurer of Congressional Campaign A.

SCHWARTZ prepared and submitted reports to the FEC on behalf of Congressional
Campaign A.

SCHWARTZ provided information to auditors for the FEC on behalf of Congressional
Campaign A relating to an FEC audit of Congressional Campaign A’s finances.

COUNT 1
(Wire Fraud)

Paragraphs 1 through 10 of the Information are incorporated here.

From approximately 2011 through 2019, in the Southern District of Ohio and elsewhere,
while performing work on behalf of Congressional Campaign A, the defendant, JAMES
R. SCHWARTZ. 11, knowingly devised and intended to devise a continuing scheme
and artifice to defraud Congressional Campaign A of money and property by

embezzling funds in excess of SCHWARTZ’s authorized pay and compensation,
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13;

14.

15.

16.

17.

through materially false or fraudulent pretenses, representations, and promises, and used
wire communications in interstate commerce in furtherance of the scheme.

Manner and Means
It was part of the scheme that the defendant, JAMES R. SCHWARTZ II,
misrepresented to the FEC that SCHWARTZ’s father was the treasurer of
Congressional Campaign A, while concealing the fact that SCHWARTZ was actually
serving as the de facto treasurer for Congressional Campaign A.
It was further part of the scheme that the defendant, JAMES R. SCHWARTZ 11, wrote
checks from Congressional Campaign A’s bank account to himself and for the benefit
of his Consulting Companies that were for more money than he actually earned from
his work for Congressional Campaign A, and that were for more money than
Congressional Campaign A actually owed to SCHWARTZ and his Consulting
Companies.
It was further part of the scheme that, to conceal the illegitimate payments, the
defendant, JAMES R. SCHWARTZ II, misrepresented the amounts Congressional
Campaign A purportedly paid to the Consulting Companies in FEC reports.
It was further part of the scheme that, to conceal the illegitimate payments, the
defendant, JAMES R. SCHWARTZ II, misrepresented campaign contributions and
the amount of money in Congressional Campaign A’s bank account in FEC reports.
It was further part of the scheme that, to conceal the illegitimate payments, the
defendant, JAMES R. SCHWARTZ. 11, fabricated bank statements for Congressional
Campaign A’s bank account and other campaign records and submitted the fabricated

statements and records to the FEC audit team.
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18.

19

20.

On or about June 23, 2017, in the Southern District of Ohio and elsewhere, the
defendant, JAMES R. SCHWARTZ II, for the purpose of executing the scheme to
defraud, wrote a check to himself from the Congressional Campaign A bank account in
the amount of $7,500 that was not authorized by Congressional Campaign A and not
representative of work actually performed by SCHWARTZ for the benefit of
Congressional Campaign A. On or about July 15, 2017, SCHWARTZ attempted to
conceal this embezzled payment from Congressional Campaign A by submitting, by
wire transmission, a materially false and fraudulent report to the FEC containing the
campaign’s financial disclosures that intentionally failed to account for the embezzled
$7,500 check and that fraudulently misrepresented the amount of contributions received
by Congressional Campaign A and the amount of money in the Congressional
Campaign A bank account.

In violation of 18 U.S.C. § 1343.

COUNT 2
(Falsification of Records in Federal Investigation)

Paragraphs 1 through 10 of the Information are incorporated here.

On or about May 21, 2019, in the Southern District of Ohio and elsewhere, the
defendant, JAMES R. SCHWARTZ 11, with the intent to impede, obstruct, and
influence, and in relation to and contemplation of, the investigation and proper
administration of matters within the jurisdiction of departments and agencies of the
United States, knowingly concealed, covered up, falsified, and made a false entry in a
record, document, and tangible object, to wit, the defendant, JAMES R. SCHWARTZ
II, knowingly sent an email to an auditor for the Federal Election Commission that

attached falsified and fraudulently-altered bank account information for Congressional
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Campaign A, with the intent to impede, obstruct, and influence the proper
administration of the Federal Election Commission’s audit into the campaign finances
of Congressional Campaign A.

In violation of 18 U.S.C. § 1519.

FORFEITURE ALLEGATION

Upon conviction of the offense set forth in Count 1 of this Information, the defendant,

JAMES R. SCHWARTZ 11, shall forfeit to the United States, pursuant to 18 U.S.C.

§ 981(a)(1)(C) and 28 U.S.C. § 2461(c), any property, real or personal, which constitutes or is

derived from proceeds traceable to such violation, including but not limited to a sum of money up

to $1,440,475.00, which represents the amount of proceeds the defendant obtained as a result of

the offense.

SUBSTITUTE ASSETS

If any of the property described above, as a result of any act or omission of the defendant:

a.

cannot be located upon the exercise of due diligence;

has been transferred or sold to, or deposited with, a third party;
has been placed beyond the jurisdiction of the court;

has been substantially diminished in value; or

has been commingled with other property which cannot be divided without

difficulty,
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it is the intent of the United States, pursuant to 21 U.S.C. § 853(p), as incorporated by 28 U.S.C.
§ 2461(c), to seek forfeiture of any other property of the defendant, up to the value of the property
described above.

VIPAL J. PATEL
ACTING UNITED STATES ATTORNEY

Vollp— (L

MA"tI‘HEW C. SINGER (IL 6297632)
Assistant United States Attorney

EG
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#8 United States Department of Justice

THE UNITED STATES ATTORNEY'S OFFICE

SOUTHERN DISTRICT JJUHIU
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U.S. Attorneys » Southern District of Ohio » News

Department of Justice
U.S. Attorney’s Office
Southern District of Ohio

FOR IMMEDIATE RELEASE Friday, May 28, 2021

Cincinnati political consultant pleads guilty to embezzling $1.4M
from Congressional campaign

CINCINNATI — A political and media consultant pleaded guilty in federal court today to wire fraud and
falsification of records related to the embezzlement of more than $1.4 million from a United States
Congressional campaign.

A bill of information was filed on April 27 charging James R. Schwartz Il, 41, of Cincinnati.

According to court documents, from approximately 2011 through 2019, Schwartz worked as a consultant on
behalf of a Congressional campaign through his companies Fountain Square Group LLC and Prime Media
LLC. Schwartz also served as the de facto treasurer for the campaign.

The plea document details that Schwartz embezzled funds from the Congressional campaign by writing
checks to himself and his companies from the campaign that were for more money than he and his
companies had actually earned. He allegedly concealed the embezzled funds by misrepresenting the
amounts paid to him and his companies in reports to the Federal Election Commission. It is alleged that
Schwartz fabricated bank statements and other documents in submissions to the Federal Election
Commission in order to conceal his embezzling.

Committing wire fraud and falsifying records in a federal investigation are crimes punishable by up to 20
years in prison.

Vipal J. Patel, Acting United States Attorney for the Southern District of Ohio, and Chris Hoffman, Special
Agent in Charge, Federal Bureau of Investigation (FBI), Cincinnati Division, announced the charges.
Assistant United States Attorney Matthew C. Singer is representing the United States in this case.
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BEFORE THE FEDERAL ELECTION COMMISSION

)
) AR19-01R

)

RESPONSE OF STEVE CHABOT FOR CONGRESS
AND NATALIE BAUR, TREASURER

Steve Chabot for Congress and Treasurer Natalie Baur (collectively, “the Campaign™)
hereby submit this response in the above-captioned Audit Referral, which identifies various
reporting failures by the Campaign during the 2017-2018 election cycle. Each of the items
identified in the Audit Referral is attributable to the malfeasance or misfeasance of the Campaign’s
former campaign manager—and “de facto treasurer”—James Schwartz I, a once trusted member
of the Campaign who in late May 2021 pleaded guilty to committing crimes against the Campaign

and FEC, including wire fraud and falsification of records in connection with embezzling

$1,440,475.00 from the Campaign. _
_ see also Ex. 2 (DOJ Press Release,
Cincinnati political consultant pleads guilty to embezzling $1.4M from Congressional campaign,
vy 26, 2000
I
-

Federal law enforcement’s investigation into Mr. Schwartz found that, throughout the
period covered by the FEC’s 2017-2018 audit, he had “prepared and submitted reports” filed with

the FEC on behalf of the Campaign. Ex. 1, Criminal Information §9. While Mr. Schwartz had

! In fact, Mr. Schwartz was found even to have fabricated Campaign bank statements and
other records in connection with the FEC’s 2017-2018 audit at issue here. Ex. 1, Criminal
Information q 17.
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held out his father as the Campaign’s Treasurer, it turns out that was never true. Id. 9 13. Instead,
the criminal investigation revealed that Mr. Schwartz “was actually serving as the de facto
treasurer for” the Campaign at the time of the reporting failures identified in the Audit Referral.
Id. 99 8, 13. The Campaign does not know specifics of each of these reporting failures—whether
they somehow were intended by Mr. Schwartz to further his scheme or simply were the result of
his neglect—but it is clear that Mr. Schwartz failed to report this information properly to the FEC

on behalf of the Campaign.

I (i victim of Mr

Schwartz’s crimes, the Campaign cooperated with law enforcement throughout its investigation,
and is committed to working with the FEC to correct the public record to the fullest extent possible.
The Campaign also has taken proactive steps to improve its compliance and recordkeeping
operation, including retaining a new Treasurer, Mr. Baur, who has implemented internal controls
consistent with the FEC’s Best Practices for Committee Management in an effort to avoid future
issues. We thus respectfully request that the Commission treat this matter, and all others arising
from Mr. Schwartz’s unauthorized activities, consistent with its treatment of similar matters where
a committee has been the victim of misappropriation or other financial misfeasance.

Respectfully submitted,

Gl e

Megan Sowards Newton

E. Stewart Crosland

JONES DAY

51 Louisiana Avenue, NW

Washington, DC 20001

(202) 879-3939

Counsel to Chabot for Congress and Treasurer
Natalie Baur
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Department of Justice
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FOR IMMEDIATE RELEASE Friday, May 28, 2021

Cincinnati political consultant pleads guilty to embezzling $1.4M
from Congressional campaign

CINCINNATI — A political and media consultant pleaded guilty in federal court today to wire fraud and
falsification of records related to the embezzlement of more than $1.4 million from a United States
Congressional campaign.

A bill of information was filed on April 27 charging James R. Schwartz Il, 41, of Cincinnati.

According to court documents, from approximately 2011 through 2019, Schwartz worked as a consultant on
behalf of a Congressional campaign through his companies Fountain Square Group LLC and Prime Media
LLC. Schwartz also served as the de facto treasurer for the campaign.

The plea document details that Schwartz embezzled funds from the Congressional campaign by writing
checks to himself and his companies from the campaign that were for more money than he and his
companies had actually earned. He allegedly concealed the embezzled funds by misrepresenting the
amounts paid to him and his companies in reports to the Federal Election Commission. It is alleged that
Schwartz fabricated bank statements and other documents in submissions to the Federal Election
Commission in order to conceal his embezzling.

Committing wire fraud and falsifying records in a federal investigation are crimes punishable by up to 20
years in prison.

Vipal J. Patel, Acting United States Attorney for the Southern District of Ohio, and Chris Hoffman, Special
Agent in Charge, Federal Bureau of Investigation (FBI), Cincinnati Division, announced the charges.
Assistant United States Attorney Matthew C. Singer is representing the United States in this case.
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