Ben Jeffers Trey Gurso
Chairman Executive Director

October 26, 1998

B !
Mr. Lawrence Noble, Esq. m u % q SL\ \

General Counsel

Federal Election Commission
999 E. Street, N.W., 6" Floor
Washington, D.C. 20463

Dear Mr. Noble,

The Democratic State Central Committee of Louisiana, through the undersigned, its duly elected
chairman, files this compliant asserting that Congressman Richard H. Baker, who is a candidate for
iy reelection in this year’s congressional election, and the Baker for Congress Committee
= (“Committec”) (collectively, “Respondents”) appear to have violated the Federal Election Campaign
Act (the “Act™), 2 U.S.C., Section 431 et seq., and related regulations of the Federal Election
Commission (“FEC” or the “Commission™), 11 C.F.R., Section 100.1 et seq, in the manner and for
the reasons set forth herein below.

A separate complaint was filed earlier this year alleging that Congressman Baker used his
Congressional employees to subsidize his campaign illegally, by having them make payments on
behalf of his campaign which constituted contributions in apparent violation of Federal criminal law.
Since then, disturbing reports have arisen in the public press suggesting that Baker may have spent
more than $500,000 in campaign funds for personal purposes, in direct payments to companies
owned by him and his spouse, and that he has transferred funds to an unregulated entity to shield
campaign disbursements from public scrutiny.

These matters require the Commission’s immediate attention. Together with the previous complaint,

they suggest that Mr. Baker may be engaging in a truly remarkable pattern of violations that threaten
the integrity of the Act itself.
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The Federal Election Campaign Act flatly states the “no amounts...[of campaign funds] may be
converted by any person to any personal use, other than to defray any ordinary and necessary
expenses incurred n connection with his or her duties as a holder of Federal office.” 2 U.S.C,,
Section 439a (1998). See also 11 C.F.R., Section 113.1(g) (1998).

Commission regulations prohibit a campaign’s rental of a candidate’s real and personal property
even for campaign purposes, “to the extent the payments exceed the fair market value of the property
usage.” 11 C.F.R., Section 113.1 (g)}(1)(E)2). They also prohibit salary payments to a member of
the candidate’s family, unless the family member is providing bona fide services to the campaign.
1iC.F.R,, Section 113.1 (g} 1)(H).

On October 21, The Hill newspaper reviewed the reports filed by Baker with the Commission, and
found a series of transactions that suggest prima facie multiple violations of the Act’s prohibition
on personal use of campaign funds. Jock Friedly, Rep. Baker’s business got campaign funds, The
Hill, Oct, 21, 1998, at 1, 8 (Attachment A). Specifically, the article reveals the following:

a From 1992 to 1996, Baker’s campaign made $42,200 in rent payments to Baker Agency, Inc.,
Baker’s own real estate agency, ostensibly for the use of a campaign headquarters. However,
“[ulnlike typical rent payments, they often occur more than once a month and are
interspersed with inexplicable ‘rent” payments of $1,600 and $2,600.”

a While Baker reported no income on his House financial disclosure reports from the Baker
Agency before the rental payments began, he reported the receipt of between $33,500 and
$107,500 in “dividends” from the agency during the period when the payments occurred,
from 1992 to 1995, Baker also reported that his wife received a salary of an undisclosed
amount from the agency during this period.

a Baker’s campaign made $37,600 in payments to his wife’s former business, 1884 Shoppe.
“The bills were labeled everything from ‘event expense’ and ‘printing’ to ‘gift baskets’ and
‘helium rental.””

0 Baker’s campaign made $12,700 in payments from 1989 to 1993 to another business run by
Baker’s wife, K’s Louisiana Market. The payments were classified as “event expenses,”
“gifts” and the like.

0 In 1993 and 1994, the Baker campaign spent $5,549.69 for improvements to Baker’s own
property. The improvements included air conditioning, plumbing, extermination, and even
landscaping.

3 According to The Hill article, “the only known fax on public record from the Baker Agency -
one to the Louisiana Real Estate Commission on July 25, 1997 - lists ‘Baker for Congress’
in the automatically generated header. The typed cover sheet also states that the business’s
fax number is the one that the header lists as the campaign’s.”



These transactions may not reflect bona fide services to the campaign, and their amounts may not
reflect fair market value. They appear to represent a transparent scheme to funnel campaign funds
to the candidate himself, and to businesses owned by his immediate family, for personal gairi. The
Commission should immediately investigate the circumstarnces of these suspicious payments.

Disclosure Requirements

The recent news article also suggests that Baker may have set up an elaborate scheme to avoid the
disclosure requirements of the Act, raising the inference that he may have sought to disguise
additional instances of personal use, or additional illegal contributions from his congressional staff.

The Act’s reporting requirement is clear: “Political committees shall report the full name and mailing
address of each person to whom an expenditure in an aggregate amount of 3200 within the calendar
year is made.” 11 C.F.R,, Section 104.9. This requirement is essential for voters who seek to assess
the manner in which candidates spend their funds, and for other candidates whose strategic decisions
rely on critical information contained in a full public record.

As the attached article demonstrates, Baker appears to have evaded these requirements by
establishing a business entity, and simply transferring funds to that entity so that it may make general
operating expenditures on behalf of the campaign. The campaign has made over $433,000 in
payments to the Tricolor Group, a sole proprietorship that “appears to shadow whomever Baker has
as his [Congressional] chief of staff.”

The Tricolor Group’s address has consistently been the same as the campaign headquarters and the
Baker Agency. The “owner” of The Tricolor Group also always appears to be Baker’s Congressional
chief of staff. The large amount transferred raises a number of disturbing questions: whether the
Congressional staffer serving as sole proprietor made illegal contributions to the Baker campaign
by departing from the ordinary course of business, see 11 C.F.R., Section 116.3(a), 116.5; whether
transfers were made to the “business” in order to disguise the campaign’s disbursements; and
whether the disguised disbursements reflect additional payments for Baker’s personal use.

On October 22, 1998, The Advocate (Baton Rouge) reported that “campaign finance reports show
Baker reimburses Tricolor for campaign fund-raising...” [Attachment B] This raises questions as
to the appropriateness of a congressman’s chief of staff performing the dual role of fund-raiser for
the committee. How are potential contributors expected to recognize the posture of the chief of
staff/fund-raiser at the time of contact? And more importantly, what reasonable (or practical) chance
of declining the solicitation do they have when it comes straight from the congressman’s chief of
staff?

Whatever the purpose, the effect of Baker’s apparent scheme is to withhold information about his
campaign’s activities to which the public is legally entitled, and which he is legally required to
disclose. The Commission should immediately investigate these apparent, serious violations of the
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Act.
Reimbursements in Excess of Limits

It appears, from additional review of Congressman Baker’s FEC reports, that his campaign may also
have illegally reimbursed Durwood Casteel a total of $51,666.19. Casteel is the spouse of Christina
Casteel, Baker’s Congressional Chief of Staff and the owner of The Tricolor Group.

According to federal law, covering an expense for a congressional campaign is the equivalent of a
campaign contribution or a loan, as long as the debt is outstanding. Therefore, a campaign cannot
owe an individual more than $1,000 at any one time. Any reimbursement over $1,000 is considered
a contribution in excess of the federal contribution limit.

Durwood Casteel has been reimbursed a total of $51,666.19 between 1994 and June 30, 1998. This
total was disbursed over sixteen different payments, all of which exceed the $1,000 limit. It is
important to note that these large reimbursements do not occur until after Christina Casteel becomes
Baker’s chief of staff. According to Baker’s reports filed with the FEC, Durwood Casteel received
the following reimbursements in excess of federal limits:

9/19/94 - $1,007.61
1/6/97 - $3,274.45

5/21/97 - $1,727.53
9/30/97 - $2,459.73
2/23/98 - $7,004.40

6/19/96 - $1,125.59
1/27/97 - $1,792.07
6/26/97 - $4,444.83
10/3/97 - $3,155.21
3/23/98 - $3,500.00

10/25/96 - $1,038.27
2/18/97 - $8,588.20
7/31/97 - $1,262.72
11/21/97 - $4,399.59
4/14/98 - $2,807.99

5/20/98 - $4,078.00

CONCLUSION

Because of the seriousness of these offenses, 1 respectfully ask the Commission to investigate this
complaint promptly, and seek the appropriate civil penalty available under law. T also ask that the
Commission seek an injunction to ensure that this illegal conduct does not continue during the
remainder of the campaign. Finally, I ask that any criminal violations presented herein be referred
to the U.S. Department of Justice for investigation.
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STATE OF LOUISIANA
PARISH OF EAST BATON ROUGE

SUBSCRIBED AND SWORN to before me this 7€ _day of {44

Commission Expires:
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By loch Frisdly

Rep. Richard Baker (R-La.) has
made mece than halfa-million dol-
lars in payments in recent years
from his campaign to his private
businesses, his ‘wife and his top
aides, records show.

Such payments in and of them-
selves are not prohibited by federal
law. But the nature of Baker's paye
ments raise questions as to whether
his campaign made arm’s-iength
business arrangements. _

The paymentinchude $433,000in
paviuents {0 a mystery campaign con-
sulting organization namesd The
Tricolor Group. In what campaign &
nance experts describe as an unusual
arrangement, Tricolor appears to
shadow whomever Baker has as his
chief of staff.

In recent years, that hzs been
Christina Castee). She has claimed
to be the sole proprietor of Tricolor
on several personal financial disclo-
sures since she became Baker’s top
aide. Meanwhile, Baker's prior chief
of staff, Timothy Carpenter, listed
his own wife, Krist2, 25 the previous
Tricolor owner, according to his fi-
nancial disclosures.

Multiple urgent phone calls to

CONTINUED ON PAGE 8

8 CONTINUED FROM PAGE 1

Baker's congressional and campaign of-
fices went unreturned this week. Messages
for Casteel atwork and home also wentun-
retumned.

Erista Carpenter did not respond to a
phone call placed to her home. Tim
Carpenter refused to answer questions
about Tricolor, citing hazy memory.
“You're asking me to remember some-
thing from eight years ago,” he said,

He blamed the questions on Baker’s
electoral opponent Marjorie McKeithen,
who, he said, was taking the focus off her
own poor voting record. "t is a white rab-
bit,” he said. “This is just Marjorie trying to

misdirect people.”

Baker was first elected to Louisiana's 6th
District in 1986 as a “clean governmeny”
crusader, fighting for ethics in Congress
and campaign finance reform. He has op-
posed the major campaign finance bills in
Congress this year. Instead, he has stated
his support for full disclosure of receipts
and expenditures,

Baker's own campaign disclosures de-
scribe a tangled relationship between his
reelection effort and his family business in-
terests. The campaign's payments two
Baker, his farily and their businesses since
he came to Washington include:

.© $42,200 in rent payments from 1992 to

V2




1996 to Baker Agency Inc., the lawmaker's
real estate office, which he used as his cam-

paign headquarters. The transactionsare

mosty in $650 and, finally, $850 amounts.
Unlike typical rent payments, they often
occur morte than once a month and are in-
terspersed with inexplicable “rent” pay-
ments of $1,600 and 32,600. He sold the
building in 1996.

* $37,600 to hiswife Kay’s former business
called 1884 Shoppe. The bills were fabejed
everything from “eventexpense™and “print-
ing" to “gift baskets” and “helium rental.”

» $12,700 from 1989 to 1993 in “event ex-

penses,”gifts” and the like from K's Louisiana
Mariet, a gifi store owned by hiswife,

Baker's campaign has shared the same
address as the Baker Agency, his wife’s
business and the Tricolor Group.

Questioned in 1995 when the issue of
his rent payments first arose, Baker ex-
plained, “The issue for me was one of po-
litical canvenience, whcrc [ conducted
my political activities.”

Expens say that with this armangement,
Baker is walking a delicate line between
his business and his campaign, On the
one hand, incorporated businesses may
not subsidize a campaign. On the other,
campaigns may not subsidize a business
owned by the candidate since federal law
prohibits the conversion of campaign
funds to “personal use.” .

Attimes, Baker has blurred the distinc-
tion between his business and his cam-
paign. For example, the only known fax on
public record from the Baker Agency —
one to the Louisiama Real Estate
Commission on july 25, 1997 —lists*Baker
for Congress” in the automatically generat-
ed header. The typed cover sheetalso states
that the business’s fax pumber is the one
that the header lists as the campaign's.

1/2

More substantively, Baker's campaign
has paid for improvements to Baker's
property, not typically the direct responsi- -
bility of tenants sharing a building. Among
the expenses are air conditoning repair,
vard work, extermination and plumbing.
All told. these costs amounted to §5,400.

“These are not arm's-length transac-
tions,” said Gary Ruskin, executive direc-
tor of the Congressional Accountability
Project. “Consequently, when 2 member
of Congress deals with campaign vendors
not at arm's length, it raises some ques-
tions and these questions are heightened
when the pavments are pardcularly irreg-
ularasin this case.”

Baker appears to have personally prof
ited from the rentand facility payments
by his campaign. For several years before
the payments began, his financial disclo-
sures reveal no income from Baker
Agency.

_From 1992 to 1995, however, as rent
payments were occurring, Baker realized

“dividends” from the business of some-
where between 333,500 to 107,500, ac-
cording to his disclosures. In 1994 and
1996, Baker also reported that his wife re-
ceived a salary in an undisclosed amount
from the agency.

The largest expenses that raise possible
questions were not to Baker's businesses,
but to Tricolor. in 1992 and 1993, Chief of
Staff Carpenter reported $15,627 in in-
come from Tricolor to his wife. Casteel also
listed $600 in partnership income in 1993.

When Casteel assumed the position of
Baker's chief of staff, she reported
Tricolor on her financial disclosure as be-
ing 2 “sole proprietorship” jointy owned
with her hushand producing $7,500 that
year. Over the following years, she report-
ed an additonal $41,900 in direct in-
come, including $15,000 last year.

In 1990 and 1991, Baker's campaign
listed Tricolor’s address as the one where
Baker mainwined his campaign and fam-
ily businesses. When the campaign
moved, so too did Tricolor.

Baker's payments to Tricolor make it
difficult to determine how the campaign
spends its money. Not ciear, for example,

is how much money — if any — flowed
from Tricolor to the Baker Agency for
rent.
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Baker, aide
arrangement
questioned

Demaocratic group wants
investigation into double role

By MARSHA SHULER
Capilo! news buresu

A national Democratic group is questioning an
arrangement between Republican U.S. Rep. Richard
Baker and a top aide that has led to the woman being
paid $285,000 for various political services since 1995.

Baker said Tuesday there is nothing wrong with the
arrangement, which pays Christina Casteel an
$18,000-a-year retainer for outside political work on
top of the estimated $84,000 salary she gets as Baker’s
full-time chief of staff.

The retainer, paid in $1,500-a-month installments, is
part of $285,000 Baker’s campaign has paid in the last
four years to The Tricolor Group, a company Casteel
owns and which is housed in the same building as
Baker's Baton Reuge offices.

- The Democratic Congressional Campalgn
Committee is questioning Baker's cozy relationship
with the firm.

The committee is also concerned about thousands of
dollars from Baker’s prior congressional campaigns
paid to businesses owned by Baker and his wife, Kay.
datmg as far back as 1989,

(] See BAKER, Page 28
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