FEDERAL ELECTION COMMISSION
Washington, DC 20463 '

VIA FIRST CLASS MAIL

Government Integrity LLC

c/o James C. Thomas, III APR 20 27
7509 NW Tiffany Springs Parkway

Suite 300

Kansas City, MO 64152

RE: MUR 6920
Dear Mr. Thomas;

The Federal Election Commission (“Commission”) is the regulatory agency that
administers and enforces the Federal Election Campaign Act of 1971, as amended (the “Act”).
Based on a complaint filed by Citizens for Responsibility and Ethics in Washington on February
27,2015, the Commission found reason to believe that Unknown Respondent violated 52 U.S.C.
§ 30122 by making a $1.71 million contribution to Now or Never PAC in the name of American
Conservative Union.! The Complaint and the Factual and Legal Analysis which formed the basis
for the Commission’s finding are attached for your information.

The Commission authorized the Office of General Counsel to investigate the source of
the contribution. During our investigation, we obtained information indicating that Government
Integrity LLC may be an Unknown Respondent as to which the Commission made findings.
Specifically, we received information indicating that you wired the $1.71 million contribution to
American Conservative Union from an account in the name of Government Integrity LLC for
delivery to Now or Never PAC. We are now preparing to make a recommendation to the
Commission in connection with that information. Prior to making our recommendation, we offer
you an opportunity to provide in writing a response to the Complaint and the Commission’s
Factual and Legal Analysis. Should you choose to respond, you may also submit any materials
— including documents or affidavits from persons with relevant knowledge — that you believe
may be relevant or useful to the Commission’s consideration of this matter.

Your submission, if you choose to make one, must be submitted within 15 days of receipt
of this letter. You should address any response to the Office of General Counsel, and the
response should reference MUR 6920. After 15 days, we will prepare recommendations to the
Commission, taking into account any response you submit in making our recommendations. For

! A “reason to believe” finding is not a finding that any person violated the Act; rather, it means only that the
Commission believes a violation may have occurred. See 52 U.S.C. § 30109(a)(2).
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your information, I have enclosed a brief description of the Commission’s preliminary
procedures for processing possible violations discovered by the Commission.

This matter will remain confidential in accordance with 52 U.S.C. §§ 30109(a)(4)(B) and
30109(a)(12)(A) unless you notify the Commission in writing that you wish the matter to be made
public. Please be advised that, although the Commission cannot disclose information regarding
an investigation to the public, it may share information on a confidential basis with other law
enforcement agencies.? If you intend to be represented by legal counsel in this matter, please
advise the Commission by completing the enclosed form stating the name, address, and
telephone number of such counsel, and authorizing such counsel to receive any notifications and
other communications from the Commission.

If you have any questions, please contact Antoinette Fuoto, the attorney handling this
matter, at (202) 694-1634. Information is also available on the Commission’s website at
www.fec.gov.

Sincerely,

K&u»/ O\FJL/

Kathleen Guith
Associate General Counsel for Enforcement

Enclosures:
Complaint
Factual and Legal Analysis
Procedures
Designation of Counsel Form

: The Commission has the statutory authority to refer knowing and willful violations of the Act to the
Department of Justice for potential criminal prosecution, 52 U.8.C. § 30109(a)(5)(C), and to report information
regarding violations of law not within its jurisdiction to appropriate law enforcement authorities. Id. § 30107(a)(9).
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COMPLAINT SENSITIVE i
1. Citizens for Responsibility and Ethics in Washington (“CREW?) and Anne L.

Weismann bring this complaint before the Federal Election Commission (“FEC”) seeking an
immediate investigation and enforcement action against the American Conservative Union, Now
or Never PAC, James C. Thomas I1I, and an Unknown Respondent for direct and serious
violations of the Federal Election Campaign Act (“FECA™).

2. Complainant CREW is a non-profit corporation, organized under section
501(c)(3) of the Internal Revenue Code. CREW is committed to protecting the right of citizens
to be informed about the activities of government officials and to ensuring the integrity of
government officials. CREW seeks to empower citizens to have an influential voice in
government decisions and in the governmental decision-making process. CREW uses a
combination of research, litigation, and advocacy to advance its mission.

3. In furtherance of its mission, CREW seeks to expose unethical and illegal conduct
of those involved in government. One way CREW does this is by educating citizens regarding
the integrity of the electoral process and our system of government. Toward this end, CREW
monitors the campaign finance activities of those who run for federal office and those who make
expenditures to influence federal elections, and publicizes those who violate federal campaign

finance laws through its website, press releases, and other methods of distribution. CREW also



files complaints with the FEC when it discovers violations of the FECA. Publicizing campaign
finance violations and filing complaints with the FEC scrve CREW’s mission of keeping the
public informed about individuals and entities that violate campaign finance laws and deterring
future violations of campaign finance law.

4. Complainant Anne L. Weismann is the interim exccutive director and chief
counsel of Citizens for Responsibility and Ethics in Washington, a citizen of the United States,
and a registered voter and resident of Maryland. Both as a voter and as part of her
responsibilities for CREW, Ms. Weismann is committed to ensuring the integrity of federal
elections and the campaign finance requirements of the FECA. To that end, Ms. Weismann
reviews campaign finance filings and media reports to determine whether candidates and
political committees comply with the requirements of the FECA.

S. When CREW and Ms. Weismann discover a violation of the FECA, they submit
complaints against violators pursuant to their rights under the FECA. 52 U.S.C. § 30109(2)(1).
CREW and Ms. Weismann rely on the FEC to comply with the FECA when making its
enforcement decisions because the FEC is the exclusive civil enforcement authority for
violations of the FECA. 52 U.S.C. § 30107(¢). CREW and Ms. Weismann are injured if the
FEC dismisses their complaints contrary to the FECA.

6. In addition, in order to assess whether an individual, candidate, political
committee, or other regulated entity is complying with federal campaign finance law, CREW
needs the information contained in receipts and disbursements disclosure reports political
committees must file pursuant to the FECA, 52 U.S.C. § 30104(a); 11 C.F.R. § 104.1. CREW is
hindered in its programmatic activity when an individual, candidate, political committee, or other

regulated entity fails to disclose campaign finance information in reports required by the FECA.



7. CREW relies on the FEC’s proper administration of the FECA's reporting
requirements because the FECA-mandated disclosure reports are the only source of information
CREW can use to determine if an individual or entity is complying with the FECA. The proper
administration of the FECA’s reporting requirements includes mandating that all disclosure
reports required by the FECA are properly and timely filed with the FEC. CREW is hindered in
its programmatic activity when the FEC fails to properly administer the FECA’s reporting
requirements, because it denies CREW information to which it is statutorily entitled.

8. Ms. Weismann also is entitled to receive information contained in disclosure
reports required by the FECA, 52 U.S.C. § 30104(a); 11 C.F.R. § 104.1. Ms. Weismann is
harmed when an individual, candidate, political committee or other entity fails to report
campaign finance activity as required by the FECA. See FEC v. Akins, 524 U.S. 11, 19 (1998),
quoting Buckley v. Valeo, 424 U.S. 1, 66-67 (1976) (political committees must disclose
contributors and disbursements to help voters understand who provides which candidates with
financial support). Ms. Weismann is further harmed when the FEC fails to properly administer
the FECA’s reporting requirements, limiting her ability to review campaign finance information.

Respondents

9. The American Conservative Union (“ACU”) is a tax-exempt organization formed
in 1964 and organized under section 501(c)(4) of the Internal Revenue Code.!

10. Now or Never PAC is an independent-expenditure only committee (“super PAC”)
formed in 2012.

11. Mr. Thomas is the treasurer of Now or Never PAC.?

I ACU 2012 Initial Form 990, November 14, 2013, at 1 (excerpts attached as Exhibil A).

2 Now or Never PAC, FEC Form 1, Statement of Organization, February 21, 2012, available at
huprzidocguery. fee.povipdl7496/12030744496/1 2130744496.pdt.

d.




12, Unknown Respondent is the true source of funds ACU transferred to Now or
Never PAC.

Factual allegations

13.  During the 2012 election cycle, Now or Never PAC’s reported spending
$7,760,174 on independent expenditures.*

14. Now or Never PAC disclosed receiving $8,200,500 in contributions during the
2012 election cycle.” The largest contribution the group disclosed to the FEC was from ACU,
which Now or Never PAC said contributed $1,710,000 on October 31, 2012.° Mr. Thomas
electronically signed the form, certifying he had examined the report and it was true, correct, and
complete to the best of his knowledge and belief.’

15. ACU initially filed its 2012 Internal Revenue Service (*IRS’") Form 990 tax return
in November 2013.%8 Despite Now or Never PAC’s report to the FEC of receiving the $1.71
million contribution, ACU asserted to the IRS it did not engage in any direct or indirect political
campaign activities, and did not disclose making any contribution to Now or Never PAC.”

16. In April 2014, ACU’s tax preparer provided the organization the results of its
independent auditor’s report of ACU’s finances for 2012.'° Contrary to ACU’s initial tax return,

the auditor’s report asserted ACU made a $1.71 million political donation in 2012."

4 Now or Never PAC, Two-Year Summary for 2012, available at hiip:/fec.povilinance/disclosure/candemte
infg.shiml,

S Id.

¢ Now or Never PAC, FEC Form 3X, 2012 Post-Election Report, December 5, 2012, available at

it /idocquery. [ee.eov/pdt/968/1 2962832968/ 1 2962832968 pd [(#navpances=().

Id.

8 ACU 2012 Initial Form 990, at 1.

9Id., Part IV, Question 3.

10 Conlon and Associates, American Conservative Union, Financial Statements and [ndependent Auditor’s Report
for the Year Ended December 31, 2012, April 9, 2014 (atltached as Exhibit B).

"rd. at 6,




17. A month later, in May 2014, ACU filed an amended 2012 tax return with the
IRS.!2 This tax return acknowledged ACU engaged in political campaign activities in 2012, and
further disclosed ACU’s $1.71 million contribution to Now or Never PAC."* The funds for this
contribution, however, were not from ACU. According to ACU’s amended tax return, ACU
acted as a conduit for a contribution earmarked to Now or Never PAC."

18. IRS regulations permit tax-exempt organizations to accept political contributions
and “promptly and directly” transfer those funds to a separate segregated fund. 26 C.F.R. §
1.527-6(¢). The IRS instructions for reporting political contributions characterize such transfers
as occurring when a “section 501(c) organization collects political contributions or member dues
earmarked for a separate segregated fund, and promptly and directly transfers them to that
fund.”*

19. ACU?’s tax return designates its contribution to Now or Never PAC as this type of
transfer. As ACU explained, the “$1,710,000 was a political contribution received by the
Organization and promptly and directly delivered to a separate political organization.”!®
Confirming the designation, in reporting the transfer, ACU filled out “0” in the column for the
“[a]mount paid from filing organization’s funds,” and put “1,710,000” in the column for
“[a]mount of political contributions received and promptly and directly delivered to a separate

political organization.”"’

12 ACU 2012 Amended Form 990, May 12, 2014 (excerpts attached as Exhibit C).

B I1d., Part IV, Question 3 and Schedule C, Part I-C, Line 5.

" Id., Schedule C, Part I-C, Line 5(d), (e) and Schedule O.

15 IRS, 2014 Instructions for Schedule C (Form 990 or 990-EZ), at 3, available at hitp://www.irs.pov/pubiirs:

16 ACU 2012 Amended Form 990, Schedule O.
'71d., Schedule C, Part I-C, Line 5 (d), (¢).



20. Even though ACU was not the source of the transferred funds, Now or Never
PAC reported ACU as the contributor.'® ACU has not publicly identificd the contributor who
provided the $1.71 million contribution it delivered to Now or Never PAC.

Count [

21.  The FECA and FEC regulations prohibit knowingly permitting one’s name to be
used to effect a contribution in the name of another person and knowingly helping or assisting
any person in making a contribution in the name of another. 52 U.S.C. § 30122; 11 C.F.R. §
110.4(b).

22, ACU admitted in its amended 2012 tax return — filed under penalty of perjury —
that it received a $1.71 million political contribution earmarked for Now or Never PAC, then
promptly and directly delivered the contribution to the super PAC. ACU further reported that
none of the money transferred to Now or Never PAC came from ACU’s funds. As a result, ACU
knowingly permitted its name to be used to effect the contribution and knowingly helped the
undisclosed donor make the contribution, in violation of 52 U.S.C. § 30122 and 11 C.F.R. §
110.4(b).

23. Any person who knowingly and willingly violates any provision of the FECA
involving the making, receiving, or reporting of any contribution aggregating more than $25,000
in a calendar year is subject to up to five years in prison and fines. 52 U.S.C. § 30109(d)(1).
ACU only disclosed the contribution to Now or Never PAC after an independent audit of its
2012 finances, and its amended 2012 tax return reported ACU simply acted as a conduit for a

contribution by an undisclosed donor. As a result, ACU’s conduct was knowing and willful, and

18 Now or Never PAC, FEC Form 3X, 2012 Post-Election Report, December 5, 2012, available at
hupifdocquery. fee.povipd ({9687 12962832968/ 1 24962832968, pdf.




thus subject to criminal penalties and referral to the Department of Justice. 52 U.S.C. §%§
30109@a)(5)(C), (d)(1).
Count I

24.  The FECA and FEC regulations also prohibit knowingly accepting a contribution
made by one person in the name of another. 52 U.S.C. § 30122; 11 C.F.R. § 110.4(b).

25. If Now or Never PAC knowingly accepted a $1.71 million contribution from
ACU made in the name of another, Now or Never PAC violated 52 U.S.C. § 30122 and 11
C.F.R. § 110.4(b). If Now or Never PAC’s violations were knowing and willful, they also are
subject to criminal penalties and referral to the Department of Justice. 52 U.S.C. §§
30109(a)(S)(C), (d)(1).

Count i

26.  The FECA and FEC regulations further prohibit making a contribution in the
name of another person. 52 U.S.C. § 30122; 11 C.F.R. § 110.4(b).

27.  The Unknown Respondent provided to ACU the $1.71 million it in turn
transferred to Now or Never PAC. By making a contribution to Now or Never PAC in the name
of ACU, the Unknown Respondent violated 52 U.S.C. § 30122 and 11 C.F.R. § 110.4(b). If the
Unknown Respondent’s violations were knowing and willful, they also are subject to criminal
penalties and referral to the Department of Justice. 52 U.S.C. §§ 30109(a)(5)(C), (d)(1).

Conclusion

WHEREFORE, Citizens for Responsibility and Ethics in Washington and Anne L.

Weismann request that the FEC conduct an investigation into these allegations, declare the

respondents to have violated the FECA and applicable FEC regulations, impose sanctions



appropriate 1o these violations and take such further action as may be appropriate, including

referring this case to the Department of Justice for criminal prosecution.

AN

ON BEHALF OF COMPLAINANTS

Anne L. Weismann

Interim Executive Director

Citizens for Responsibility and Ethics in
Washington

455 Massachusetts Ave.,, NW, Sixth Floor
Washington, D.C. 20001

(202) 408-5565 (phone)

(202) 588-5020 (fax)



Verification
Citizens for Responsibility and Ethics in Washington and Anne L. Weismann hereby

verify that the statements made in the attached Complaint are, upon information and belief, true.
Sworn pursuant to 18 U.S.C. § 1001.

AU

Anne L. Weismann

Sworn to and subscribed before me thiSo?_Zth day of February, 2014

Notary Public \ ~ <

il I'lq.lll||

J Cﬂ’ Y, .,"

pep ety
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SCANNED DEC 15 201

Fom 990

Department of the Treasury

Intemal Revenue Service

Return of Organization Exempt From income Tax

Under section 501(c), 527, or 4947(a)(1) of the Internal Revenue Code (except black lung

benefit trust or private foundation)

» The organization may have to use a copy of this return to satisty state reporting requirements.

| OMB No 1545-0047

Open to Public
Inspection

A For the 2012 calendar year, or tax year

o=

goaoooge

Check if appiicabte’
Address change
Name change

Initial retum
Terminated
Amendad retum
Application pending

innin . 2013.', and ending , 20
C Name of orp \ Amencan Conservative Union, Inc. D Employer identification number
Doing Business As 52-0810813
Numbar and streat (or P O bax il mail 1s not dalivered to street address) Roomvsurie E Yelephone number
1331 H Street NW 500 202-347-9388

City, town or post office, state, and ZIP code

Washington, DC 20005

G Gross receipts § 6,478,581

F Name and address of pnncipal othcer
1331 H Street NW, Washington, DC 20005

Al Cardenas, Chairman

Tax-sxemnpt status

O so1e))

@sore)( 4 )4 (nsertno) [Jasaraynor [Jsoz |

Website: »

conservative.org

Hia) ks Yu3 o group retum for stdates? Dvn No

H{b) Ave all affilates included? [ 1 Yes o
It *No," attach a list (sae instructions)

H(e) Group oxemption number &

J _Websie: ¥ conservative.org
K Fom of erganezaton [#] Corparation [_] Trust  ["] Association [l othar»

| L Yaar of formation

1964 | M Stata of loqal domicie _ DC

Summary
1 Briefly descnbe the organization's mission or most significant activities: The mission of the QOrganization is to communicete
g to and to_educate the public about current social, economic, and pajitical issues.
$| 2 Check this box» [Jif the organization discontinued its operations or disposed of more than 25% of its net assets.
‘j 3 Number of voting members of the governing bady (Part VI, line 1a) . S : . 3 32
gl 4 Number of independent voting members of the goveming body {Part VI, line 1b) . 4 3z
g 5  Total number ot individuals employed in calendar year 2012 (Part V, Iine 2a) 5 11
E 6 Total number of volunteers (estimate if necessary) . . 6 100
7a Total unrelated business revenus from Part VIli, column (C) hne 12 Ta 0
b Net unrelated business laxable income from Form 990-T, line 34 it i3 i b 7b 0
Prior Year Curront Yoar
o | 8 Contnbutions and grants (Part VWi, line } 3,941,967 381,205
% 9  Program service revenue (Part VIl line g} RECEQVED 485,084 5,860,620
é 10  Investment income (Part VIil, column (; $*3r4,-and 7d) ==, . s 344,603
11 Other revenue (Part Vili, column (A), lin J@O, 1Bc 236,756
12  Total revenue—add lines 8 through 11 i uﬁT al“l-"art Vll E?an 12] 4,772,554 6,478,581
13 Grants and simllar amounts pad (Part | c‘o’]‘ﬁn A); lines 1=8)===d 02| .
14  Benefits paid to or for members (Part IX, colufon{(], |E§|14] uT. .
2 15  Salaries, other compensation, employes Eﬁneﬁf‘(PifﬁX‘toimmr{AHinew 5-10) 525,064 891,539
¢ [ 16a Professional fundraising fees (Part IX, column (A), line 11e) . . 109,648 171,456
§ b Total lundraising expenses (Part IX, column (D), line 25) b _______________2_4_5_,5_1_3_
W |17  Other expanses (Part IX, column (A), lines 11a-11d, 11f-24¢) , 3,704,685 5,795,232
18  Total expenses. Add lines 13-17 {must equal Part IX, column (A), line 25) 4,319,397 6,858,227
19 Revenue less expenses. Subtract line 18 from line 12 ; . 433,157 (379,646)
5 Beginning of Current Yeer End of Year
ig 20 Total assets (Part X, ine 16) e 4,682,689 865,391
E 21 Total liabllitles (Part X, llne26) . . . . § . 1,104,178 666,526
; 22 578,511 188,865

Net assets or fund balances. Subtract line 21 !wm ilne 20
EEI0_Signature Block

Under penalties of penury, | declase that | have exarmunad this returm, mcluding accompanying schedules and statemants, and to the best of my knowledge and belef, it 13
true, correct, and complate Declaratian of preparer {other than officer) is basad on all information of which pieparer has any knowladge

Sign } Signature of oficer II?.'Iial.n
Here

} Type or pnnt-name and Utle
Pai d Pnn\/Type preparer's name Preparer's signaturo Date Gheck D ¢ PTIN
Preparer [Thomas R. Conlon CPA I cor A A A -phpr7 | wiemioysd|  PO14BEODZ
Use on‘y Finm's name___» Conlon & Associates, LLC Fum's EIN »

Firm's address » PO Box 6213. Silver Spring, MD 20916-6213 Phane no 301-598-6851

May the IRS discuss this return with the preparer shown above? (see instructions) ENE [ Yes []No
For Paperwork Reduction Act Notice, see the separate instructions. Cat No 11282Y Form 990 (201?

N



Form 990 (2012) 52-0810813 Page 2
==Tell]] Statement of Program Service Accomplishments

Check if Schedule O contains a response to any question inthisPart it . . . . . . . . . . . . . . ]

1 Briefly descnbe the organization's mission:

The mission of the Organization is to communicate o and to educate the public about cuent social_economic, and palitical issues.

2 Did the organization undertake any significant program services during the year which were not listed on the
prior Form 980 0r990-E2?7 . . . . . . .« 4 a0 e e e e e e e e s . [OYes [“INo
If “Yes," describe these new services on Schedule O.

3 Did the organization cease conductng, or make significant changes in how i conducts, any program
SEIVICES? . .« » . e e e e e e e e e e e e e e e e e e e e o v v [OYes [No
If “Yes," describe these changes on Schedule O.

4 Describe the organization's program service accomplishments for each of its three largest program services, as measured by
expenses. Sectlon 501(c)(3) and 501(c)(4) organizations are required to report the amount of grants and allocations to others,
the total expenses, and revenue, if any, for each program service reported.

4a (Code: )(Expenses $ 5,344,390 including grantsof $ )(Revenue® . )

:I‘he Organization communicated 10 and educated th-:a public about current soctal, economic, and political issues by providing
currenl information throughou! the year. The Organization conducted meelings and conferences to enhance awareness of
individuals and corporations reqarding political issues and to educate federal and state executives and legislative bodies

on the need to address these Issues.

4b (Code: )(Expenses$ includng grantsot$ ___ )(Reverwe® ___ )

4c (Code: . )(Expenses$ including grantsof$ )(Revenue$ )

4d Other program services (Describe in Schedule O.)

{Expenses $ including grants of $ ) (Revenue $ )
4e Total program service expenses ¥ $5,344,180

Form 990 2012)




Form 990 (2012) 52-0810813 Page 3
Checklist of Required Schedules
Yes | No
1 Is the organization described in section 501(c)(3) or 4947(3)(1) (other than a pnvate ioundatuon)? If “ves,”
complete Schedule A . . Lo 1 Y
2 s the organization required to complete Schedule B, Schedule ol Contnbutors (see \nstruchons)? . 2 |V
3 D the organization engage in direct or indirect political campaign activities on behalf of or In opposmon o
candidates for public office? If “Yes,” complete Schedule C, Part| . 3 v
4 Section 501(c)(3) organizations. Did the organization engage in lobbying activmes or have a sectuon 501(h)
election in effect dunng the tax year? If “Yes," complete Schedule C, Part Il , . B 4
§ Is the organization a section 501(c)4), 501(c)(5), or 501(c)(6) organization that receives membershlp dues,
assessmients, or similar amounts as defined (n Revenue Procedure 98-197 If “Yes,” complete Schedule C, /
Part il . . . 5
6 Did the organization maintain any donor adwsed funds or any s1m||ar funds or accounts 1or which donors
have the right to provide advice on the distribution or investment of amounts in such funds or accounts? If
“Yes,” complete Schedule D, Partl S 6 v
7  Did the organization recelve or hold a conservatlon easemem |nclud1ng easements to preserve open space,
the environment, historic land areas, or histonc structures? If “Yes," complete Scheaule D, Part Il 7 v
8  Did the organization maintain collections of works of art, historical treasures, or other similar assets? If “Yes,"
complete Schedule D, Part Il . e Coe 8 v
9 Did the organization report an amount in Pan x Ilne 21 for escrow or custodlal account |lablllty, serve as a
custodian for amounts not listed in Part X; or provide credlt counseling, debt management credlt reparr, or
debt negotiation services? If “Yes,” complete Schedule D, Part IV . . mo 9 v
10 Did the organization, directly or through a related organization, hold assets in temporanly restricted
endowments, permanent endowments, or quasi-endowments? If “Yes,” complete Schedule D, Part vV . 10 v
11 If the organization’s answer to any of the following questions is “Yes," then complete Schedule D, Parts VI,
Vil, VI, IX, or X as applicable.
a Did the organization report an amount for land, buildings, and equipment in Part X, line 10?7 /f "Yes,"
complete Schedule D, Part Vi 11a| v
b Did the organlzation report an amount for investments—other secunties in Part X, llne 12 that is 5% or more
of Its total assets reported in Part X, ine 167 If “Yes,” complete Schedule D, Part VIl . 11b v
¢ Did the organization report an amount for Investments—program related In Part X, line 13 that is 5% or more
of its total assets reported in Part X, line 167 If “Yes, " complete Schedule D, Part Vil . 11¢ v
d Did the organization report an amount for other assets in Part X, fine 15 that is 5% or more of its total assets
reported in Part X, line 167 /f “Yes," complete Schedule D, Part IX . 11d v
e Did the organization report an amount for other liabilities in Part X, line 257 If “Yes,” complere Schedule D, Part X 11e| Vv
{ Did the organization's separate or consolidated financial statements for the tax year include a footnote that addresses
the organlzation's liability for uncertain tax positions under FIN 48 (ASC 740}? If “Yes, ” complete Schedule D, Part X 11f v
12a Did the organization obtain separate, independent audited financial stataments for tha tax year? If “Yes," complete
Schedule D, Parts X! and XlI 12a Y
b Was the organization included in consohdaled lndependen\ audned ﬁnancla\ statements lor (he tax year’l l! ‘Yes, and if 7
the organization answered "No* to line 12a, then completing Schedule D, Parts Xi and Xil i1s optional , aF 12b
13 Is the organization a school described in section 170(b){(1}A)i? If “Yes,* complete Schedule E 13 v
14 a Did the organization maintain an office, employees, or agents outside of the United States? .o 14a v
b Did the organlzation have aggregate revenues or expenses of more than $10,000 from grantmaklng.
fundraising, buslness, investment, and program service activities outside the United States, or aggregate
foreign investments valued at $100,000 or more? If "Yes,"” complete Schedule F, Parts | and IV. 14b v
15  Did the organzation report on Part IX, column (A), line 3, more than $5,000 of grants or assistance to any
organization or entity located outside the Unhed States? If “Yes,” complete Schedule F, Parts Il and IV . 15 v
16  Did the organization report on Part IX, column (A), line 3, more than $5,000 of aggregate grants or assistance
to individuals located outslde the United States? If “Yes,” complete Schedule F, Parts Il and IV 16 v
17 Did the organization report a total of more than $15,000 of expenses for professional fundraising services on
Part 1X, column (A), lines 6 and 11e? If “Yes,” complete Schedule G, Part | (see instructions) 17 | v
18  Did the organization report more than $15,000 total of fundraising event gross income and contributions on
Part VIil, ines 1c and Ba? If “Yes,” complete Schedule G, Part Il . 18 v
19  Did the organization report more than $15,000 of gross income from gaming acﬂvmes on Part VIII Ilne 9a?
If “Yes," complate Schedule G, Part lli 18 v
20 a Did the organization operate one or more hospital faculltles? I! "Yes, complere Schedule H . 20a Y
b If “Yes" to line 20a, did the organization attach a copy of its audited financlal statements to this return? 20b

Form 990 2012
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CONLON AND ASSOCIATES
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

The Board of Directors
American Conservative Union, Inc.
Washington, D.C.

We have audited the accompanying financial statements of the American Conservative Union,
(nc. (Organization), which comprise the statement of financial position as of December 31, 2012, and the
related statements of activities, cash flows, and functional expenses for the year then ended, and the
refated notes to the financial statements.

Management's Respoaosibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with U.S. generally accepled accounting principles; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with U.S. generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or ervor. In making those risk assessmeats, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

P In our opinion, the financial statements referred to above present fairly, in ali materia} respects,
the financial position of the American Conservative Union, Inc. as of December 31, 2012, and the resulis
if its operations and its cash flows for the year then ended, in accordance with U.S. generally accepted
accounting principles.

April 9, 2014

SILVER SPRING, MD * TELEPHONE: (301) 598-6851 + FACSIMILE: (301) 598-3738
» Email: gonloncpatimsn.com
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AMERICAN CONSERVATIVE UNION, INC.

Statement of Financial Position
As of December 31,2012

ASSETS

Cash and cash equivalents

Prepaid expenses

Property and equipment (net of accumulated depreciation of $84,370)
Rent deposit

Other assets

TOTAL ASSETS

LIABILITIES

Accounts payable

Due to American Conservative Union Foundation, Inc.
Revenue received in advance

Other liabilities

TOTAL LIABILITIES

NET ASSETS

Unrestricted

Total net assets

TOTAL LIABILITIES AND NET ASSETS

The Notes to the Financial Statements are an Integral Part of These Statements

3

§ 479,682
491,218
135,686

26,396
22335

1,155,307

41,879
140,468
594,216
217,186

—993.749

161.558

161,558

——

1,155.507
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AMERICAN CONSERVATIVE UNION, INC,
Statement of Activities
For the Year Ended Decembet 31, 2012

REVENUES AND OTHER SUPPORT

Conuibutions
Conference fees
Member dues and services

Management fees
Other revenue

TOTAL REVENUES AND OTHER SUPPORT
EXPENSES

Program

Management and general

Fundraising

TOTAL EXPENSES

CHANGE IN NET ASSETS

NET ASSETS AT BEGINNING OF YEAR

NET ASSETS AT END OF YEAR

A 8,413,603
1,589,378
71,900

164,828

37,414

10,277,123

8,612,669
722,202

——

1,359,205
10,694,076
(416,953)
378,511

S 161,558

The Notes to the Financial Statements are an Integral Part of These Statements

4
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AMERICAN CONSERVATIVE UNION, INC.
Statement of Cash Flows
For the Year Ended December 31, 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets
Adjustments to reconcile change in net
assets to cash provided by operating activities:
Depreciation
(Increase) decrease in operating assets:
Funds in escrow
Prepaid expenses

Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses

Due to American Conservative Union Foundation
Revenue received in advance

Other liabilities

(416,933)

33,978

409,529
(252,366)

(46,359)
104,994
(350,092)
181,028

Net Cash Used by Operating Activities

(336,241)

CASH FLOWS FROM INVESTING ACTIVITIES

Payments for property and equipment

(147,300)

Net Cash Used by Investing Activities

(147,300)

NET CHANGE IN CASH

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

(483,541)

963,223

CASH AND CASH EQUIVALENTS AT END OF YEAR

$

479,682

The Notes to the Financial Statements are an Integral Part of These Statements
5
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AMERICAN CONSERVATIVE UNION, INC.
Statement of Functional Expenses
For the Year Ended December 31, 2012

Expense Category

Advertising

Benefits, employee
Compensation, employee
Consultants, accounting
Consultants, direct mail
Consultants, professional fundraising
Consultants, legal
Consultants, lobbying
Consultants, other
Depreciation
Information technology
Insurance

Interest

Meetings and conferences
Occupancy

Office

Political donations
Taxes, payroll

Travel

Total

Management

Program And General  Fundraising Total
$ 30,000 $ 19,423 § - § 49,423
61,026 7,203 12,707 80,936
594,653 70,367 124,167 789,187
S 13,554 > 13,554
3,366,483 - 1,005,573 4,372,056
- - 124,872 124,872
- 103,881 . 105,881
54,600 - . 54,600
179,831 3,850 27,583 211,264
) 33,978 - 33,978
4,304 46,035 50,339
- 11,380 11,380
- 2,104 2,104
2,261,347 279,600 - 2,540,947
116,832 13,791 24,327 154,950
41,603 92,374 2 133,979
1,710,000 - - 1,710,000
40,522 4,783 8,438 53,743
151,466 17,879 31,338 200,883
$ 8612669 S 722,202 $ 1,359,205 § 10,694,076

The Notes to the Financial Statements are an {ntegral Part of These Statements

6
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AMERICAN CONSERVATIVE UNION, INC.
Notes To Financial Statements
As of and for the Year Ended December 31, 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization

The American Conservative Union (Organization) was incorporated as a non-stock, nonprofit
corporation in the Commonwealth of Virginia in 1964. In 2006, the Organization incorporated in
the District of Columbia, under the District of Columbia Nonprofit Corporation Act.

The mission of the Organization is to educale the public about current social, economic, and
political issues.

Significant accounting policies are as follows:
Basis of Presentation

Financial statement presentation follows the recommendations of the FASB ASC 958-205
Presentation of Financial Statements for Not-for-Profit Organizations. Under FASB ASC 958-
205, the Organization is required to report information regarding its financial position and
activities according to three classes of net assets: unrestricted net assets, temporarily restricted
net assets, and permanently restricted net assets. The Organization did not have any temporarily
or permanently restricted net assets at December 31, 2012,

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect: (1) the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements; and (2) the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

Income Taxes

The Organization is exempt from federal income taxes under section 501(a) of the Internal
Revenue Code, as an organization described in section 501(c)(4).

The Organization’s income tax returns are subject to review and examination by federal and state
authorities. The Organization is not aware of any activities that would jeopardize its tax-exempt
status. The Organization is not aware of any activities that are subject to tax on unrelated
business income.
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AMERICAN CONSERVATIVE UNION, INC.
Notes To Financial Statements
As of and for the Year Ended December 31, 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
Revenue Recognition

Contributions are recognized when the donor makes a promise to give to the Organization that i,
in substance, unconditional. Contributions are considered to be available for unrestricted use
unless specifically restricted by the donor. Support that is restricted by the donor is reported as
an increase in temporarily restricted net assets, depending on the nature of the restriction and
when the restrictions are met. When a restriction expires (that is, when a stipulated time
restriction ends or the purpose of the restriction is accomplished), temporarily restricted net
assets are reclassified to unrestricted net assets in the Statement of Activities. Revenue received
with temporary restrictions that are met in the same reporting period is reported as unrestricted
suppott, and increases unrestricted net assets.

Other types of revenue, such as conference fees, memberships, and management fees are
recognized when eamed.

Functional Classification of Expenses

The Organization allocates its expenses on a functional basis among program, and management
and general, and fundraising, according to their natural expenditure classification.

Related Party Transactions

The Organization is under common control with the American Conservative Union Foundation,
Inc. (Foundation). The Foundation is organized exclusively for charitable, religious, education,
and/or scientific purposes under Section 501(c)(3) of the Internal Revenue Code. A majority of
the total number of voting directors of the Foundation shall at all times be current or former
voting members of the Board of Directors of the American Conservative Union, Inc. There is no
financial interest between the Organization and the Foundation, However, the Organization
received management fees of $164,828 from the Foundation in 2012.

Cash and Cash Equivalents

The Organization considers all investments with an original maturity of three months or less to
be cash equivalents.
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AMERICAN CONSERVATIVE UNION, INC.
Notes To Financial Statements
As of and for the Year Ended December 31, 2012

NOTE 2: PROPERTY AND EQUIPMENT

Cost incurred to purchase office equipment and furnishings are capitalized and depreciated over
the estimated useful life, on a straight-line basis.

NOTE 3: DUE TO AMERICAN CONSERVATIVE UNION FOUNDATION, INC,

The Organization, at December 31, 2012 owed $140,468 to the American Conservative Union
Foundation, a related party.

NOTE 4: REVENUE RECEIVED IN ADVANCE
The revenue was received in advance for a conference held in 2013.
NOTE 5: ADVERTISING COSTS

The Organization incurs advertising costs in order to advocate for its mission. Advertising costs,
which totaled $49 423, are classified $30,000 as program costs. Other non-program related
advertising costs of $19,423 are classified as management and general costs. All advertising
costs are expensed in the year incurred.

NOTE 6: JOINT COSTS RELATING TO PROGRAM AND FUNDRAISING

The Organization conducts direct mail campaigns that are partly a fundraising function and
partly provide program education. The costs of $4,372,056 associated with direct mail
processing, printing, and postage, are allocated $3,366,483 to program and $1,005,573 to
fundraising costs, based on the facts and circumstances of each mailing,
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AMERICAN CONSERVATIVE UNION, INC.
Notes To Financial Statements
As of and for the Year Ended December 31, 2012

NOTE 7: OPERATING LEASE

The Organization is party, as tenant, to a lease commencing December 15, 2011, for a period of
five years. The estimated future lease pavments for the next five years, which are based on an
average annual increase of four percent per year, are as follows. Fifty percent of the first seven
months of base rent shall be abated.

Lease Year
I $ 164,708
2 171,297
3 178,149
4 185,275
Aggregate $_699.429

NOTE 8: SUBSEQUENT EVENTS

In preparing these financial statements, the Organization has evaluated events and transactions
for potential recognition or disclosure through April 9, 2014, the date the financial statements
were available to be issued.

NOTE %: REPORT RELEASE DATE

Management has performed its final review of the financial statements through April 9, 2014, the
date the financial statements were available to be issued.
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Return of Organization Exempt From Income Tax el

Under section 501(c), 527, or 4847{a}(1) of the Intemal Revenue Code (except black lung
benefit trust or private foundation}

. 890

Open to Public

tnternal mﬁwm i » The organizslion may have to use a copy of this relum to satsly state reporting requirements. Inspection

A For the 2012 calendar year, or tax year beginning 2012, and ending

B Check (f app rcatile: |C Name of organ.zation American Conserveuve Union, Inc O Employer rdantfication aumber

O acdaress cnangs Doing Business As 52-0810813

[ Name change Number and street {or P O box if maul 1s not delverod to street address) Aoom/sute € Telephone number

O ne retum 1331 H Streel NW 500 202-347-9388

O Temnated Ciy, town of posi office, siate, and ZIP code

Amengod rewrn | Washington, DC 20005 6 Gross recespts $ 10,277,123
]

Hia} ts 08 2 group retum for affBaies? D Yes No
H{b) Ase all attiates included? (] Yes (JNo

F Name and address of principal officer Al Cardenas, Chairman
1331 H Sireet NW, Washington, DC 20005

Application pending

1 Tax pistaes [ ]501(ex3) [[s01e)( 4 )4 gnserino) [Jasaziaynor [Js2r 1l "No,” sttach 8 kst (see mstructons)
J_ Wabghe: > conservatve.org H{c} Group exsmption number »
K of organaaton (7] Corporabon [ ] Trust [ Assoastion [] Other » [L Yearof fomaton 1964 | M Stto of laga domaie _ DC
Summary
d™ Briefly descnbe the organization's mission or most significant activities: The mission of the Organizetion is to communicate
8 ¥=! 10 and 10 educate the public about current social, economic, and politicel issues.
£ % ...................................
§ 2 Check this box b [ 1f the organization discontin i5: Tore than 25% of its net assets.
2 @ Number of voting members of the goveming bady (Part P 3 33
2 % Number of independent voting members of the govel O\l 4 n
g g2 Total number of individuals employed n calendar% 2012 {Part V lme 2a) . 8 § 13
E Bﬂ?.t Total number of volunteers (estimate if necessary} @ MA Q 8- 2014 U") 6 100
7@% Total unrelated business revenue from Part Vil :j) n (C), ine 12 ¥ \@ 78 0
Net unrelated business taxable income from Forr 9807 Tli nd j ez b . . 7b 0
d—‘éﬁﬁ ; U I Pnor Year Currant Yoar
o | 8 Contnbutions and grants (Part Viil, line 1h) . —— e e 3,941,967 8,485,503
g| 9 Program service revenue (Part VIII, ne 2g) . . 485,984 1,754,206
é 10  investment income (Part Vill, column (A), lines 3, 4, and 7d) 344,603 0
11 Qther revenue (Part Vill, column (A), ines 5, 6d, Bc, 8¢, 10¢, and 11¢) . 0 37,414
12  Total revenue—add lines 8 through 11 (must equal Part VUi, column (A), ine 12) 4,772,554 10,277,123
13  Grants and similar amounts paid (Part IX, column (A}, lines 1-3) .
14 Benefits paid to or for members (Part IX, column (A), line 4)
@ | 15 Salanes, other compensation, employee banefits (Part IX, column (A), lmes 5-1 0) 525,064 789,187
i 16a Professlonal fundraising fees (Part IX, column (A), line 11e) . 109,648 124,872
b Total tundraising expenses (Part IX, column (D}, ling 25) » 1, _3_§_9 _z,g_s_ _
d 17 Other expenses (Part X, column (A), ines 11a-11d, 11{-24¢€) 3,704,685 9,780,017
18  Total expenses. Add lines 13-17 (must equal Part IX, column (A}, line 25) 4,339,397 10,684,076
19 Revenue less expenses. Subtract line 18 from line 12 3. .. 433,157 (416,853)
5 5 Begmmung of Cunent Year End of Year
33 20 Total assets (Part X, hne 16) 1,602,689 1,155,307
21 Total habiities (Part X, Iine 26) . 1,104,178 993,749
3| 22 Net assets or fund balances. Subtract line 21 1rorn Iine 20 578,511 161,558

EEXY  Signature Block

Undor penafties of ponury, | dociare,
true, comect, and complets

g schedulos and statements, and Lo the best of my knowicoge and balel, A 19

%tmu}}‘ M]x basnd Zall sformabion of wiach preparer nas any mmoe

, | }n A
Sign Signature of Dute
Here Beeky Novhm, Dw\l-a 4 TVeatnver
Type or prmf name and ke
5 Pnn/Type preparer’s narne | Propaser’s sigrature Date PTIN
Paid Check [] ¢
Preparer |Thomas R. Conlon CPA Alontpe tpg- | §-2-19 | sovempores) _ porassoce
Use Only [Fimsaame  » Conlon & Associates, LLC Fem's EIN »
Fm's address ®» PO Box 6213 Silver Spring, MD 20916:6213 Phote no 301-598-6851
May fhe IRS discuss this return with the preparer shown above? (see instructions) Yes [ JNo
For Paperwork Reduction Act Notice, ese the separate instructions. Cat. No 11282Y Farm 990 o12)
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Form 290 (2012} 52'0810813 sz
GO  statement of Program Service Accomplishments
Check if Schedule O contains a response o any questonnthisPartitl . . . . . . . . . . . . . - 0

1 Briefly descnbe the organizalion’s mission:

2 Did the arganization undertake any signrficant program services during the year which were not listed on the
prior Form 990 or 890-EZ? : . i 3 . . i v OYes No
If “Yes," describe these new services on Schedule O

3 Dud the organization cease conducting, or make significant changes in how it conducts, any program
services? . . s e e e o .. o oo v o o v v OYes @No
If “Yes,"” describe these changes on Schedule O.

4 Descnbe the organization's program service accomphishments for each of its three largest program services, as measured by
expenses. Section 501(c)3) and 501(c)(4) organizations are required to report the amount of grants and allocations to othars,
the total expenses, and revenue, If any, for each program service reported.

4a (Code: . )(Expenses $____ | 63s13zzmncludnggrantsof $ J(Revenue & . )
IbE.Q'B?;E'Ll.ﬂ.‘JBE‘.E‘?!W“U"'C;;; to.2nd educated the public about current social, economic, and palical issues by providing ...
currenl infarmalion througnoUL WNe YeaT, e eecoememmemeceememeae e emeemceamsatassmtmtemrareasmsmeans asen

= -

4b {(Code:r . )(Expenses § 2,261,347 Including grams of $ ){(Revenue $ )

The Organization conducted !'!".?9!:*5';5: ﬂ "'dwnfﬂﬂ?"‘esm enhange awareness of individuals and .'55.1:'5:91?3?9!!& reqarding policitcal
issues and to educate federal and siale executives and legrstalive badies on the need 1o address these Issues

4c (Code. ){Expenses$ including grantsof $ )(Reverwe $ )

4d Other program services (Descnbe in Schedule O.)

{Expenses $ including grants of $ ) (Revenue $ )

4e Total program service expenses P 8,612,669

Ferm 890 (2012)




Fomm 960 2012 52-0810813 Page 3
[EEIAT__ Checkiist of Required Schedules
Yes | No
1 Is the organization described In section 501(c)(3) or 4947(a)(1) (other than a pnvate loundatnon)? If *Yes,”
complete Schedule A . . . . e 1 v
2 {s the organization required to complete Schodule B, Schedule of Conrnbutors (see mstrucﬂons)? . 2 |Y
3 Did the organization engage in direct or indirect political campaign activities on behalf of or in opposnhon to
candidates lor public office? If “Yes,” complete Schedule C, Part! . . 3l
4 Section 501(c){3) organizations. Did the organization engage in lobbying achvmes or have a secﬂon 501(h)
election In effect during the tax year? If “Yes,” compiete Schedule C, Part If . . 4
S Is the organization a section 501(c)(d), 501(c)({5), or 501({c}6)} organization that receives membershlp du&s,
assessments, or similar amounts as defined in Revenue Procedure 98-197 If “Yes,” camplate Schedule C, y
Partill . . . . . . . . . . 5
6 Did the organization maintain any donor adv!sed funds or any similar funds or accounts for whlch donors
have the right to provide advice on the distribution or investment of amounts in such funds or accounts? /f
“Yes,” complete Schedule D, Part! . . . . . . ., . nE . . 6 v
7  Did the organization receive or hold a conservatlon easement mcludmg easemems to presaerve open space,
the environment, hsstoric land areas, or historic structures? ¥ *Yes,* complete Schedule O, Part il 7 s
8 Did the organization maintain collactions of works of art, histoncal treasures, or other similar assets? If “Yes,”
complete Schedule D, Partil . . . . Coe .o .o o 8 v
9 Did the organization report an amount in Pan X hne 21, for escrow or cus!odlal account Ilabllrty. serve as a
custodian for amounts not listed In Part X; or provide credit counseling, debt management credit repair, or
debt negotiation services? If “Yes,® compfete Scheduie D, Part IV . . . . 9 v
10 Did the organization, directly or through a related organization, hold assets in temporanly restricted
endowments, permanent endowments, or quasi-endowments? If “Yes,” complete Schedule D, Part V 10 7
11 If the organzation’s answer to any of the following questions 15 “Yes,” then complete Schedule D, Parts VI,
Vi, VIIl, IX, or X as applicable.
a Did the organization report an amount for land, buuldlngs and eqUIpment in Part X, line 107 If “Yes,”
complete Schedule O, PartVi . . . . . . 11a| v
b Did the organization report an amount for Investmenls-—olher securmes in Pan X, Ime 12 that is 5% or more
of its total assets reported in Part X, ine 167 if “Yes,” complete Schedule D, Part Vil . 11b v
¢ 0Oud the organization report an amount for investments —program related in Part X, line 13 that is 5% or more
of its total assets reported in Part X, line 167 if “Yes,"” complete Schedule D, Part Vil . . . . 11c v
d Duid the organization report an amount for other assets in Part X, line 15 that 1s §% or more of its total assets
reported n Part X, ine 167 If “Yes,” compiete Schedule D, PartiX . . . . , 11d v
e Did the orgamzation report an amount for other liabiltties in Part X, line 257 If “Yes,” complete Schadule 0, Partx 11e| v
{ Did the organization’s separate or consolidated financial statements for the tax year include a footnote that addresses
the organuzation's liability for uncertain tax posruons under FIN 48 (ASC 740)7 If “Yes, ” complete Schedule D, Part X 11¢ 7
12 8 Did the organzation obtain separate, independant audited financial statements tar the tax year’? If “Yes,” complete
Schedule D, Parts Xi and Xii . 12a v
b Was the organzation included in consohdated Independem audned ﬁnanual smemants tm lho \ax yean JI “Yes,” and f
the organzation answered *No“ to line 12a, then completing Schedule D, Parts X1 end Xl 1s optiona/ . Coe e 12h 4
13 Is the organlzation a school descnbed in section 170(b)(1)(A))? I/ Yes,” complete Schedule E 13 v
14 a D the organization maintain an office, employees, or agents outside of the Unlted States? A 14a v
b Du the organzation have aggregate revenues or expenses of more than 310,000 from gmntmakmg,
fundraising, business, investment, and program service activitiss outside the Unlted States, or aggregate
foreign investments valued at $100,000 or more? ¥ “Yes,” complete Schedule F, Parts  and V. . 14h v
15 = Did the organzation repart on Part 1X, column (A}, line 3, more than $5,000 of grants or assistance to any
organization or entity located outside the Untted States? If “Yes,” complete Schedule F, Parts ll and IV . 15 v
16  Did the organlzation report on Part IX, catumn (A}, line 3, more than $5,00Q0 of aggregate grants or assistance
to individuals located outside the Unted States? if “Yes, " complete Schedule F, Parts lil and IV 16 v
17  Did the organization report a total of more than $15,000 of expenses for professional fundraising services on
Part IX, column (A), lines € and 11e? If “Yes,” complete Schedule G, Part | (see instructions) . 17|V
18  Did the organization report more than $15,000 total of fundraising event gross income and contributions on
Part VI, lines 1c and Ba? If “Yes,” complete Schedule G, Part il . . . . 18 4
19 Did the organization report more than $15,000 of gross income from gaming acuvmes on Pan Vlll lme 9a?
If *Yes,” complete Schedule G, Part Il I 19 v
20 g Dud the organization operate one or more hospital 1aca|mes7 lf "Yes comp!ere Scnadule H 20a v
b If *Yes" to line 20a, did the organization attach a copy of its audited financial statements to this retun? 20b

Form 990 p012)
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Form 990 (2012) Page 10
Statement of Functional Expenses
Secuon 501(c)(3) and 501(c)(4) organizations must complete all columns. All other arganizations mus! complate column (A).
Check if Schedule O contans a response to any question in this Part IX . < 7 m } .
nclude amounts reported on lines 6b, 7b, A (B} I }
gt?, %, and 106 of Part VIl SN TeRlppensen i s iy
1 Grants and other assistance to govemments and
orgamzations in the Unsted States. See Part IV, ine 21
2 Grants and other assistance to individuals in
the United States, See Part IV, ine 22 .
3  Grants and other assistance 1o governments,
organzations, and Indwviduals outside the
United States. See Part fV, lines 15 and 16 .
4 Benefits paid to or for members g
5 Compensation of current officers, dlreclors
trustees, and key employees 215,000 32,250 21,500
6 Compensation not included above, to dlsquallﬁed
persons {as defined under sectron 4958(f}1)) and
persons descnbed in section 4958(c}3)B)
7  Other salaries and wages . 574,187 433,403 38,117 102,667
8 Pension plan accruals and conlnbuhons (|nc|ude
section 401(k) and 403(b) employer contnbutions)

9  Other employee benefits , 80,936 61,026 7,203 12,707
10  Payroll taxes 53,743 40,522 4,783 8,438
11 Fees for services (non- employees)

a Management .
b Legal 105,881 0 105,881 0
c Accounting 13,554 0 13,554 0
d Lobbying . 54,600 54,600 0 0
e Professional lundra:smg senices. See Part N line 17 124,872 124,872
f Investment managementfees . . .
g Other. {fIne 11g amouni exceeds 10% of tine 25, column
(A) amount, kst bne 11g expenses on Schedue O . 211,264 179,831 3,850 27,583
12  Advertising and promotion 49,423 30,000 19.423 0
13  Office expenses L 133,979 41,605 92,374 0
14  Information fechnology . . . 50,339 4,304 46,035 0
1§ Royalties .
16  Occupancy e e e 154,950 116,832 13,791 24,327
17 Travel . . . . .o 200,883 151,466 17,878 31,538
18  Payments of lravel or entertammenl expenses
for any federal, state, or local public officials
19  Conferences, conventions, and meetings . 2,540,947 2,261,347 279,600 0
20 |nterest . . . e e e 2,104 0 2,104 0
21 Paymentsto afﬂlua(es )
22  Depreciation, depletion, and amomzatlon 33,978 0 33,978 0
23 Insurance . ., . . . 11,380 11,380 0
24 Other expenses. Ilemlze expenses not covered
above (List miscellaneous expenses in line 24e. If
line 24e amount exceeds 10% of line 25, column
(A) amount, Irst line 24e expenses on Schedule O.)
8 Political donations 1,710,000 1,710,000 0 0
b Dpirectman 4,372,056 3,366,483 0 1,005,573
c .- -
- .
e All other expenses i
28 _ Total functional expenses. Add lines 1 through 24e 10,684,076 8,612,669 722,202 1,358.205
26  Joint costs. Complete lhis line only H the
organization reported i column (B} joint costs
from a combined educatonal campalgn and
lundraising solictation. Check here b il
Iollowing SOP 98-2 (ASC 958-720) . . . . 4,372,056 3,365,483 0 1,005,573

Form 390 Ro12)



SCHEDULEC Political Campaign and Lobbying Activities OMB No. 1545-0047
{Form 990 or 830-EZ)
' For Organizatlons Exempt From Income Tax Under section 501{c) and section 527

» Complete f the organization Is described below. P Attach to Form 290 or Form a3 Open to Public

gfg;"umﬁ.f;ﬂ*g;‘;“f’ » See separate instructions. inspection

I the organization answered “Yes," to Farm 890, Part IV, line 3, or Form 990-EZ, Part V, line 46 (Political Campaign Activities), then

« Secton 501(c)(3) organizations: Complete Parts |-A and B Do not complete Fart I-C

« Section 501(c) (other than section 501(c)(3)) organizations' Complete Paris I-A and C below. Do not complete Part 1-8.

« Section 527 organizauons* Complete Part I-A only
i the organization answered “Yes,” to Form 990, Part IV, line 4, or Form 990-E2, Part V1, line 47 {Lobbying Actvities), then

» Section 501(c)(3) organizations that have filed Form 5768 (election under section 501(h))” Complete Part ll-A. Do not complete Part 1I-B

« Section 501(c)(3) organizations thal have NOT filed Form 5768 (election under section 501(h)). Complete Part I1-B. Do not complete Part II-A.
H the organization answered "Yes,” to Form 890, Part 1V, line 5 (Proxy Tax) or Form 980-EZ, Part V, line 35¢ (Proxy Tax), then

=+ Seclion 501 gc]_[ﬁ), {5). or (6) organizations Completa Part Il
ame of organization Employor Identiication numbar
American Conservative Unian, Inc. 52-0810813

Complete if the organization is exempt under section 501(c) or is a section 527 organization.
1 Provide a description of the organization's direct and indirect political campaign activities in Part IV,
2  Political expenditures - T e e e e e e e 010,000
3  Volunteer hours . . IR T RN R R A 0

Complete if the organization is exempt under section 501(c)(3).

1 Enter the amount of any excise tax incurred by the organization under section 4955 > . e
2 Enter the amount of any excise tax incurred by organization managers under section 4956 . . P S .
3 !{ ihe organization incurred a section 4855 tax, did it file Form 4720 for this year? . . . . D Yes U No
4a Was a correctionmade? . . . . . . Co. e e e e e .. .o . v 2 OYes [ONe

It *Yes," descnbe in Part V.
Complete if the organization is exempt under section 501(c), except section 501 [c)(S}
Enler the amount directly expended by the filing organlzahon for seclion 527 exempt function

activities . . . 2 T (i}
2 Enter the amount ol me hlmg organlzatlons lunds conlnbuted to other orgamzanons for section T

527 exempt function actlvities . . . . P o N -] 1,710,000
3  Total exempt function expenditures. Add Iln% 1 and 2 Enter here and on Form 1120- POL

line17b . . . . 7 % % 3 & iwme sxh § 1,710,000
4  Did the hiling orgamzauon hle Form 1120 POL for this yeaﬂ e ... . ar TT¥es [#'No

5  Enter the names, addresses and employer dentification number (EIN) of all section 527 polmcal orgamzatuons to which the filing
organization made payments, For each organization listed, enter the amount paid from the filing organization's funds. Also enter
the amount of political contnbutions received that were promptly and direclly delivered to a separate politicat organization, such
as a separate segregated fund cr a political action committee (PAC) W additional space 1s needed, provide information in Part IV,

(a) Name (b} Address (¢) EIN {d) Amount paid from (e} Amount of pottical
filing organization’s contntrdons receved and
tunds If nane, erter -0- promptly and directty
dedvered to a separato
polmcal orgarvzaton If
none, enter -0-
(1) 4131 N Mulberry Drive, Suite 200
Now or Never PAC Kansas City, MO 64116 45-4502148 0 1,710,000
2
3
4)
B e ]
{6) —

For Paperwork Reduction Act Notice, see the Instructions for Form 390 or 890-EZ Cal No 500845 Schedule C (Form 990 or 990-E2) 2012




Schedule C (Form 890 or 990-EZ) 2012 52- 0810813
Complete If the organization is exempt under section 501(c)(3) and filed Form 5768 (election under

¢ Page 2

section 501(h}).

A Check » []if the iling organization belongs to an affiliated group (and list in Part IV each affiliated group member's
name, address, EiN, expenses, and share of excess lobbying expenditures).

B Check » [ the filing organization checked box A and “limited control” provisions apply.

Limits on Lobbying Expenditures (a) Filng (b] Affthated
{The term “expenditures” means amounts paid or Incurred.) orgamzation’s totals group tatals
1a Total lobbying expendiures to influence public opinion (grass roots lobbying)
b Total jobbying expenditures 1o influence & legislative body (direct Iobbymg)
¢ Total lobbying expenditures {add lines 1a and 1b) .
d Other exempt purpose expenditures . . .
e Total exempt purpose expenditures (add lines 1c and 1d) .
{ Lobbying nontaxable amount. Enter the amount from the followmg table in both
columns.
i the amount on line 1e, column (a) or {b) Is: | The lobbying nontaxable amount is:
Not over $500.000 20% of tha amount on line 1e
QOver $500,000 but not over $1,000,000 $100,000 plus 15% of the excess over $500,000
Over $1,000,000 but not over $1,500,000 $175,000 plus 109 of the excass over $1,000,000.
Over $1,500,000 but not over $17,000,000 $225,000 plus 5% of the excess over $1.500.000,
Over $17,000,000 $1,000,000
g QGrassroots nontaxable amount (enter 25% of line 11)
h Subtract line 1g from line 1g. If zero or less, enter -0-
i Subtract line 11 from line 1¢. If zero or less, enter -0-
i If there is an amount other than zerc on elther line 1h or line 1|, dld the orga.mzauon file Form 4720
reporting section 4911 tax for this year? ; ¢ C e .. [dYes [N
4-Year Averaging Period Under Section 501(h)
(Some organizations that made a section 501(h} election do not have to complete all of the five
columns below. See the Instructions for lines 2a through 2f on page 4.
Lobbyling Expenditures During 4-Year Averaging Period
Calendar year (or fiscal year (a) 2009 (b) 2010 {c) 2011 (d) 2012 {e) Total
beginning )

Lobbying nontaxable amount

Lobbying celling amount
(150% of ine 2a, column (e))

Total iobbying expenditures

o
-

Grassroots nontaxable amount

Grassrools ceiling amount
{150% of ine 2d, column (e))

Grassroots lobbying expenditures

Schedule C (Form §90 or 980-EZ) 2012




Scnedule C (Fam 990 or §90-E2) 2012 52-0810813 Page 3

CEGIIE:] Complete if the organization is exempt under section 501(c)(3) and has NOT filed Form 5768
) (efection under section 501(h)).

For each “Yes,” response to lines la through 1i below, provide in Part IV a detailed @ ®
description of the lobbying activity. Yes | No Amount

1 Dunng the year, did the filing orgamzation attempt to influence foreign, national, state or local
legislation, including any attempt to mfluence public opinion on a fegisialive matter or
relerendum, through the use of:

Volunteers?

Paid staff or management (lnclude compensallon in expenses reponed on hnes 1c through 1\)?
Media advertisements? .

Mallings to members, legislators, or the publlc? . P

Publications, or published or broadcast statements? . . . . . . .

Grants 10 other organizations for lobbying purposes? . .

Direct contact with legrslators, therr staffs, government officials, or a leglslalrve bodﬂ

Rallies, demonstrations, seminars, conventions, speeches, lectures, or any similar means? .
Other activities?

Total. Add lines 1¢ !hrough 11

Did the activities in line 1 cause the orgamzatlon to be not descnbed in secuon 501 (c)(3)?

It “Yes,* enter the amount of any tax incurred under section 4912 .

It “Yes,” enter the amaunt of any tax incurred by organization managers under secﬂon 4912

If the filing organization incurred a section 4912 tax, did 1t (ile Form 4720 lor this year? .
Complete if the organization is exempt under section 501(c)(4), section 501{1::){5}, or section

QOU’B"""‘:‘Q"‘E Qa0 oo

501(c)(6).
Yes | No
1 Were substantially alt (809 or more) dues receved nondeductible by members? SRR = I T 1| 7
2  Did the organization make only in-houss lobbying expenditures of $2,000 or less? . . . v D 6 2 v
3 Did the organization agree to cary over lobbying and poltical expenditures from the prior Le.ar’? it 3 v

Complete if the organization is exempt under section 501(c){4), section 501(c)(5), or T
501(c)(6) and i either {(a) BOTH Part lfI-A, lines 1 and 2, are answered “No,” OR (b) Part lil-A, line 3, is
answered ''Yes."

1 Dues, assessments and similar amounts from members .
2 Section 162(e) nondeduclible lobbying and politcal expendnures (do not Inc!ude amounts ot
political expenses far which the section 527{f) tax was paid).
a Currentyear . . ..
meryoverfromlastyear
¢ Total . . . . ;
3 Aggregate amount reported n sechon 6033(&)(1)(A) notnces of nondeducnble sect:on 162(e) dues
4 1§ notices were sent and the amount on line 2¢ exceeds the amount on line 3, what portion of the
excess does the organization agree to camyover to the reasonable estimate of nondeductible lobbying
and political expenditure nexiyear? . . . . s . . . . @man -
5 Taxable amount of lobbying and political expendnurw (sae mstrucuons)
Supplemental Information

Complete this pert 1o provide the descrptions required for Part I-A, ine 1, Part I-B, line 4; Parl I-C, line 5; Part ll-A {afﬁhated group

list); Part II-A, line 2; and Part -B, kne 1. Also, complete this part for any additional information,

maTu";’gg’ N

...... eameas amevesymmmmmvmaa—s O

Schedute C (Form 990 or 990-€2) 2012



OMB No 15450047

SCHEDULE O .
(Form 990 or 990-E2) Supplemental Information to Form 990 or 990-EZ
Comp}ele to provi%’t‘l&malnon for cr’nsponsgz to sp'e::'l';'lc questions on
orm 990 or or to provide any additional ifflormation. Open to Public
T
ﬁ?ﬁ"’&ﬁﬁéﬁ" " » Attach to Form 990 ar 990-EZ. Inspection
Name 0! tha organazation Employes identf b
American Conservatve Union, nc §2.0810813

Treasurer, and then the full Board, far review and approval Upon approval, it 1s signed by an officer and fited with the IRS.

Form 990. Pant VI, Sectlon B, Line 12: Procadures for monltoring the conflict of interest pohcy are being implemented.

Form 980, Part Vi, Section B; Line 15: An executive compensation policy is being implemented. During 2012, execulive compensation was

Form 990, Part V), Section C, Line 19: The Arucles of Incorporaton are avallabie from the Oistict of Columbla Depariment of Consumerand __

Regulatory AHawrs Corpoarations Division_Financial slatements may be available in some states where the Orgamization Is registered to

solicnt lynds_Other governing doguments are aot avaiabie to the public e

Form 990, Pant IX, Line 24a: $1,710,000 was a political contribution received by the Organization and prompthy and direclly delivered to a

separate policica) organization, The specifics are provided 1n Schedule C.

Form 990, Pan (X, Ltne 24b. Direct mail costs of $4,372,056 consist of the following $4.037,518 (excfuding $124.872 in professional fund-

raising services) paid to the direct mail processing company listed in Schedule G, $7,416 In separate list rental, $42,758 in separate

....................................................................................................... SENAEIEREEE SIS S SRSt

For Paperwork Reduction Act Notlice, se@ the Instructions for Form 990 or 990-€Z. Cat No 51056K Schedule O (Farm 990 or 990-€Z) (2012)
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FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Unknown Respondent MUR: 6920
L INTRODUCTION

This matter was generated by a Complaint alleging that an Unknown Respondent made a
$1.71 million contribution to Now or Never PAC in the name of American Conservative Union
(“ACU"), in violation of 52 U.S.C. § 30122 and 11 C.F.R. § 110.4(b).
1L FACTS

Now or Never PAC, an independent expenditure only committee, reported that on
October 31, 2012, it received a $1.71 million contribution from ACU,! a 501(c)(4) social welfare
organization.? In May 2014, apparently after an independent auditor reviewed its 2012
finances,?> ACU filed an Amended 2012 IRS Form 990 that disclosed the $1.71 contribution to
Now or Never PAC as “a political contribution received by the Organization and promptly and
directly delivered to a separate political organization.”* The Complaint alleges that Unknown
Respondent is the true source of the $1.71 million contribution made in ACU’s name to Now or

Never PAC.?

! Now or Never PAC, 2012 Post-General Report (Dec. 6, 2012) at 6; see also Compl. § 14 (Feb. 27, 2015).
2 ACU Resp. at 1 (Apr. 23, 2015),

3 Compl. 9 15-17, Exs. B (Conlon & Associates Independent Auditor’s Report, Apr. 9, 2014) and C (ACU
Amended Form 990, May 12, 2014).

4 Compl Ex. C at Schedule O, Schedule C.

> Compl. 9 12, 17.
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MUR 6920 (Unknown Respondent)
Factual and Legal Analysis
Page 2 of 3

III. LEGAL ANALYSIS

The Act prohibits a person from knowingly permitting his or her name to be used to
effect a contribution in the name of another.® The requirement that a contribution be made in the
name of its true source promotes Congress’s objective of ensuring the complete and accurate
disclosure by candidates and committees of the political contributions they receive.” Courts have
uniformly rejected the assertion that “only the person who actually transmits funds . . . makes the
contribution,”® recognizing that “it is implausible that Congress, in seeking to promote
transparency, would have understood the relevant contributor to be [an] intermediary who
merely transmitted the campaign gift.”® Accordingly, the Act and the Commission’s regulations
provide that a person who provides funds to another for the purposes of contributing to a
candidate or committee “makes” the resulting contribution.!® If an intermediary merely plays a
“ministerial role” in transmitting a contribution, the contribution should not be attributed to the
intermediary but instead to the original source.'!

Based on ACU’s representation that the contribution to Now or Never PAC was “a

political contribution received by the Organization and promptly and directly delivered to a

6 52 U.S.C. § 30122; see also 11 C.F.R. § 110.4(b). The term “person” includes partnerships, corporations,
and other organizations. 52 U.S.C. § 30101(11); 11 C.F.R. § 100.10.

! See, e.g., United States v. O'Donnell, 608 F.3d 546, 553 (9th Cir. 2010) (“[T]he congressional purpose
behind [section 30122] — to ensure the complete and accurate disclosure of the contributors who finance federal
elections — is plain.”).

& United States v. Boender, 649 F.3d 650, 660 (7th Cir. 2011).
2 O’Donrell, 608 F.3d at 554.
10 See, e.g., Boender, 649 F.3d at 660 (“[W]e consider the giver to be the source of the gift, not any

intermediary who simply conveys the gift from the donor to the donee.”).

1 O'Donnell, 608 F.3d at 550.



MUR 6920 (Unknown Respondent)
Factual and Legal Analysis
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separate political organization,” the Commission finds reason to believe that Unknown

Respondent violated 52 U.S.C. § 30122.





