October 17, 2002

Mr. REID. Mr. President, I ask unan-
imous consent that the resolution be
agreed to, the preamble be agreed to,
the motion to reconsider be land upon
the table, and that any statements re-
lated thereto be printed in the RECORD.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The resolution (S. Con. Res. 148) was
agreed to.

The preamble was agreed to.

The resolution, with its preamble,
reads as follows:

S. CoN. REs. 148

Whereas bread is a gift of friendship in the
United States;

Whereas bread is used as a symbol of unity
for families and friends;

Whereas the expression ‘‘breaking bread
together” means sharing friendship, peace,
and goodwill, and the actual breaking of
bread together can help restore a sense of
normalcy and encourage a sense of commu-
nity;

Whereas bread, the staff of life, not only
nourishes the body but symbolizes nourish-
ment for the human spirit;

Whereas bread is used in many cultures to
commemorate milestones such as births,
weddings, and deaths;

Whereas bread is the most consumed of
grain foods, is recognized by the Department
of Agriculture as part of the most important
food group, and plays a vital role in Amer-
ican diets;

Whereas Americans consume an average of
60 pounds of bread annually;

Whereas bread has been a staple of Amer-
ican diets for hundreds of years;

Whereas Americans are demonstrating a
new interest in artisan and home-style types
of breads, increasingly found in cafes, bak-
eries, restaurants, and homes across the
country;

Whereas bread sustained the Pilgrims dur-
ing their long ocean voyage to America and
was used to celebrate their first harvest in
the American wilderness; and

Whereas bread remains an important part
of the family meal when Americans cele-
brate Thanksgiving, and the designation of
November 2002 as National Bread Month
would recognize the significance of bread in
American history, culture, and daily diet:
Now, therefore, be it

Resolved by the Senate (the House of Rep-
resentatives concurring), That it is the sense
of Congress that the President should issue a
proclamation—

(1) designating November 2002 as National
Bread Month in recognition of the signifi-
cance of bread in American history, culture,
and daily diet; and

(2) calling on the people of the United
States to observe such month with appro-
priate programs and activities.

———

CONDEMNING THE POSTING ON
THE INTERNET OF VIDEO AND
PICTURES OF THE MURDER OF
DANIEL PEARL

Mr. REID. Mr. President, I ask unan-
imous consent that the Senate imme-
diately proceed to the consideration of
S. Res. 351.

The PRESIDING OFFICER. The
clerk will state the resolution by title.

The legislative clerk read as follows:

A resolution (S. Res. 351) condemning the
posting on the Internet of video and pictures
of the murder of Daniel Pearl and calling on
such video and pictures to be removed imme-
diately.
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There being no objection, the Senate
proceeded to consider the resolution.

Mr. REID. Mr. President, I ask unan-
imous consent that the resolution and
preamble be agreed to en bloc, the mo-
tion to reconsider be laid upon the
table, and that any statements related
thereto be printed in the RECORD.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The resolution (S. Res.
agreed to.

The preamble was agreed to.

The resolution, with its preamble,
reads as follows:

S. REs. 3561

Whereas Daniel Pearl, a reporter for the
Wall Street Journal, was murdered by ter-
rorists following his abduction in Pakistan
on January 23, 2002;

Whereas video of Mr. Pearl’s gruesome
murder has been posted on web sites;

Whereas this video was made by terrorists
for anti-American propaganda purposes, in
an attempt to recruit new terrorists and to
spread a message of hate;

Whereas posting this video on web sites un-
dermines efforts to fight terrorism through-
out the world by glorifying such heinous
acts;

Whereas posting this video on web sites
could invite more abductions and more mur-
ders of innocent civilians by anti-American
terrorists because of the attention these hei-
nous acts might gain from such posting; and

Whereas posting this video on the Internet
shows a complete and utter disrespect for
Mr. Pearl’s life and legacy and a complete
and utter disregard for the respect of his
family: Now, therefore, be it

Resolved, That the Senate—

(1) calls on all terrorist-produced murder
video and pictures to be removed from all
web sites immediately; and

(2) encourages all web-site operators to re-
frain from placing any terrorist-produced
murder videos and pictures on the Internet.

361) was

AMENDING SECTION 527 OF THE
INTERNAL REVENUE CODE OF 1986

Mr. REID. Mr. President, I ask unan-
imous consent that the Senate imme-
diately proceed to the consideration of
H.R. 5596.

The PRESIDING OFFICER. The
clerk will state the bill by title.

The legislative clerk read as follows:

A Dbill (H.R. 5596) to amend section 527 of
the Internal Revenue Code of 1986 to elimi-
nate notification and return requirements
for State and local party committees and
candidate committees and avoid duplicate
reporting by certain State and local political
committees of information required to be re-
ported and made publicly available under
State law, and for other purposes.

There being no objection, the Senate
proceeded to consider the bill.

Mr. LIEBERMAN. Mr. President, I
am very pleased that the Senate today
is passing H.R. 5596, a compromise bill
aimed at improving disclosure by Sec-
tion 527 political organizations and re-
lieving certain 527 organizations from
arguably duplicative filing require-
ments. I want to thank my colleague,
Senator HUTCHISON, as well as our col-
leagues in the House, for working
steadfastly with us to draft this bill in
a manner that achieves its purpose, but
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does not open any loopholes in the
original section 527 reform law.

In June 2000, Congress passed the
first significant campaign finance re-
form measure in a quarter of a century.
The so-called Section 527 reform bill
dealt with a truly troubling develop-
ment, one whereby organizations that
received tax-exempt status by telling
the IRS that they exist to influence
elections denied the very same thing to
the FEC.As a result, these self-pro-
claimed election organizations engaged
in election activity without complying
with any aspect of the election laws,
influencing our elections without the
American public having any idea who—
or what—was behind them.

The 527 reform law enacted in 200 put
a stop to that, by requiring organiza-
tions claiming tax-exempt status under
Section 527 of the Internal Revenue
Code to do three things: (1) give notice
of their intent to claim that status; (2)
disclose information about their large
contributors and their big expendi-
tures; and (3) file annual informational
returns along the lines of those filed by
virtually all other tax-exempt organi-
zations.

During the approximately two years
that the 527 reform law has been in ef-
fect, that law has blasted sunshine
onto the previously shadowy oper-
ations of a multitude of election-re-
lated organizations. Through the fil-
ings Section 527 now mandates, the
American public has learned a great
deal about who is financing many of
these organizations and how these or-
ganizations are spending their money.
As outlined in report issued earlier this
year by the group Public Citizen, the
527 reform law brought us the knowl-
edge that 25 of the largest 527s raised
over $67 million between July 2000 and
December 2001, and that they spent it
on a plethora of campaign activities—
most significantly those pre-election
issue ads that we all know so well and
that are often indistinguishable from
candidate ads. We’ve also learned from
these IRS filings the specifics about
who was trying to influence particular
elections and where their money came
from. Were it not for the 527 disclosure
law, we probably wouldn’t have any of
this information, and we probably
would have had a lot more shadowy
groups operating in the election sys-
tem—ones that slithered away on their
own because they didn’t want to face
the disinfectant of sunshine.

These filings will become all the
more important come this November,
when the Bipartisan Campaign Reform
Act—the McCain-Feingold bill—goes
into effect. As we all know, at least
some of the soft money donors who will
no longer be able to give to political
parties will be looking for other ways
to influence our elections. Donations
to 527 groups will probably top many of
their lists, because these are the only
tax-exempt groups that can do as much
election work as they want without
jeopardizing their tax status. With the
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potential for all this new money com-
ing in, it is critical that we have a
healthy 527 disclosure regime in place.

Although the 2000 law has been a tre-
mendous boon in the fight for clean
and open elections, the 527 disclosure
regime does have some problems. Pub-
lic interest groups that use the disclo-
sure reports tell us that those reports
lack important information needed to
understand 527s’ activities, and, more
importantly, that the reports are hard
to access and analyze. A new report by
the nonpartisan Campaign Finance In-
stitute’s blue ribbon Task Force on
Disclosure, for example, concludes that
““there is a serious lack of meaningful
web disclosure’ by the IRS of 527 group
activities, and calls upon Congress to
mandate a fully searchable database
and electronic filing. Put simply, the
public needs more information to be re-
ported and it needs the IRS to provide
better access to it.

Just as importantly, concerns have
been raised about the law’s impact on
State and local political organizations
that already fully disclose to the public
all of the activities covered by the 527
reform law. When we first enacted the
527 reform law, we made clear that we
believed that 527 organizations, as a
condition of receiving the federal ben-
efit of tax exemption, owed the public
disclosure of certain information about
themselves and their activities. A num-
ber of State and local political organi-
zation have now convinced us that they
already disclose that information on
the State level, thereby already serv-
ing the law’s purpose, and that there is
no reason to require them to report the
same information again to the IRS.

The bill we are considering today
seeks to comprehensively address all
these problems. First, it makes impor-
tant and necessary improvements to
the reporting and disclosure require-
ments, to enable the public to have
better access to more information. For
example, organizations will have to
provide more information about the
contributions they receive and the ex-
penditures they make—providing the
dates of both them, as well as the pur-
pose of their expenditures. The added
requirement to state the purpose of an
expenditure will be particularly helpful
in allowing the public to see whose
money is supporting particular can-
didates. I hope that in implementing
this provision, the IRS makes clear
that organizations should state the
purposes of expenditures with speci-
ficity, including whether particular ex-
penditures are in support of, or opposi-
tion to, particular candidates, as well
as the name and office sought by any
such candidates. The bill we are consid-
ering today also requires 527s to pro-
vide updated information on them-
selves if there is any material change
in the basic identifying information
they filed with the IRS. This important
change will make sure that the public
can at all times locate these groups
and know who is running them.

At the same time, as we are improv-
ing the nature of the filings, we are
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also mandating better disclosure of
them. From here forward, all 527 filing
reports on their contributors and ex-
penditures will have to do so electroni-
cally, and the IRS will have to make
those reports searchable on, and
downloadable from, the Internet. This
will vastly improve the public’s access
to information about, and under-
standing of, 527 organizations and their
activities.

The second major feature of this bill
is its elimination of arguably duplica-
tive reporting requirements. In par-
ticular, it grants relief from the 527 re-
form law to a number of organizations
that focus on State and local elections
and that are regulated by State disclo-
sure laws.

First, the bill fully exempts from its
mandates State and local candidate
and party committees. Under the re-
form law, these committees must no-
tify the IRS of their intent to claim
Section 527 status, and they have to
file annual information returns if they
have over $25,000 in gross receipts.
They do not, however, have to file con-
tribution and expenditure reports.
Since the reform law went into effect,
we have become convinced that the
burden imposed on these committees
by the two relevant disclosure man-
dates outweigh the public purpose
served by requiring them to comply
with these mandates.

By exempting them from the con-
tribution and expenditures reporting
requirements that lie at the heart of
the Section 527 law’s disclosure regime,
the original reform law recognized that
State and local candidate and party
committees do not generally pose the
threats the 527 law intended to address.
In contract to other political commit-
tees, there is never any doubt as to who
is running these committees or whose
agenda they aim to promote. Just as
importantly, State laws regulate and
require disclosure from all of these
committees.

Different considerations apply to the
case of so-called State and local PACs.
The bill grants more limited relief to a
carefully defined set of these groups. In
granting this relief, we have walked a
very fine line. On one hand, we want to
recognize the fact that every State re-
quires disclosure from political com-
mittees involved in that State’s elec-
tions and that many State and local
PACs covered by the 527 reform law
therefore are already disclosing the in-
formation the 527 law seeks. On the
other hand, we still believe that there
is a strong public interest in knowing
how the federal tax-exemption under
Section 527 is being used by these orga-
nizations, and we most decidedly do
not want to exempt from the law’s dis-
closure requirements any State or
local PAC that does not otherwise pub-
licly disclose all of its activities.

To exempt a State or local PAC
merely it claims that it is involved
only in State elections and files infor-
mation about some of its activities
with a State agency would risk cre-
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ating a massive loophole that could un-
dermine the 527 reform law. That is be-
cause just as prior to the passage of the
527 reform law, some 527 groups were
claiming that they were trying to in-
fluence elections for the purposes of
the tax code, but not for the purposes
of the election laws, a broad exemption
for State or local PACs could lead some
groups to claim that they are influ-
encing State elections for the purposes
of Section 527 but not for the purposes
of the State disclosure laws.

So, we have reached the following
compromise. First, we are not exempt-
ing any of these organizations from the
Section 527(i) requirement to notify the
IRS of the intention to claim Section
527 status. Unlike candidate and party
committees, it is not always clear to
the public who is behind these groups
or what their purposes are, making the
information filed in these notices im-
portant sources of otherwise unavail-
able information. Moreover, because
we are not completely exempting these
groups from the law’s other disclosure
requirements, the notice requirement
will be critical in helping the IRS and
outside groups monitor compliance
with the law’s other mandates. In light
of that, we believe the minimal effort
required to file the b527(i) notice is
worth the tremendous value of giving
the public some basic information
about these groups.

Second, we are granting an exemp-
tion from the Section 527(j) contribu-
tion and expenditure reporting require-
ments to some of these organizations,
but only if they can meet certain strict
requirements. The group’s so-called ex-
empt function activity must focus ex-
clusively on State or local elections; a
group that engages in even the small-
est amount of activity related to a fed-
eral election will not be entitled to this
exemption. The group also must file
with a State agency information on
every contribution and expenditure it
would otherwise be required to disclose
to the IRS. This requirement ensures
that Congress’ conditioning of tax ex-
emption on complete and full disclo-
sure is not compromised.

In addition, these State filings must
be pursuant to a State law that re-
quires these groups to file the State re-
ports; this requirement seeks to pre-
vent organizations from hiding truly
federal activity by voluntarily report-
ing to a State where reports may not
be as readily accessible as are federal
reports. Moreover, no group will be
able to take advantage of this exemp-
tion if the State reports its files are
not publically available both from the
State agency with which the report is
filed and from the group itself. Finally,
this exemption also is not available to
any organization in which a candidate
for federal office or someone who holds
elected federal office plays a role—
whether through helping to run the or-
ganization, soliciting money for the or-
ganization or deciding how the organi-
zation spends its money. I should note
here that the use of the word ‘‘solicit”
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in this case is meant broadly; if a fed-
eral candidate or office holder suggests
that money be given to a committee or
directs it there in anyway, then federal
disclosure is mandated.

In short, this bill exempts from Sec-
tion 527(j)’s contribution and expendi-
ture reporting obligations only those
groups that truly and legitimately en-
gage in exclusively State and local ac-
tivity and only when they already re-
port to their State on all of the infor-
mation the 527 law seeks. This latter
condition is important not just because
it precludes the hiding of federal activ-
ity, but also because we believe that
even those groups involved in exclu-
sively State and local elections should
face some disclosure requirement if
they are to take the federal benefit of
tax exemption under Section 527.

Finally, the bill makes a small
change to these State and local groups’
obligation to file an annual informa-
tion return when they do not have tax-
able income. Under the current law,
they must file such returns when they
have $25,000 in annual receipts; the bill
increases that trigger to $100,000. Like
all other 527 organizations, though,
they still will have to file such returns
if they have taxable income.

To help walk my colleagues through
this bill, I am attaching at the end of
my statement a section-by-section of
the bill and ask unanimous consent
that it be printed in the RECORD after
my statement.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit 1.)

Mr. LIEBERMAN. Again, let me
thank Senator HUTCHISON in particular
for her efforts on this bill. I believe we
have worked out a good compromise,
one that grants relief where it is war-
ranted, but does not in any way threat-
en to open up a loophole in the law. I
thank her for that, and I yield the
floor.

EXHIBIT 1
SECTION-BY-SECTION

Section 1 exempts State and local can-
didate and party committees from the re-
quirement to notify the IRS of their Section
527 status (Form 8871) and makes that ex-
emption retroactive to the date of the 2000
law’s enactment.

Section 2 exempts qualified State or local
PACs from the requirement to file reports
with the IRS detailing their contributions
and expenditures (Form 8872). It defines a
qualified State or local political organiza-
tion as one which: (a) focuses solely on State
or local elections; (b) reports and discloses
information about all of its sizable contribu-
tions and expenditures under State law; and
(c) does not have a federal candidate or elec-
tive office holder playing any material role
in the organization or raising money for it.
The provision makes clear that an otherwise
qualified exempt State or local PAC does not
lose its exemption simply because there are
certain variations between State and federal
law with respect to reporting of contributor
and expenditure information.

Sections 3(a)-(b) repeal certain changes the
2000 law made to the requirements governing
the filing of tax returns (Form 1120) by polit-
ical organizations. Although political orga-
nizations are exempt from taxation on most
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of their income (such as contributions), cer-
tain income may be subject to federal tax.
Prior to the 2000 law, only Section 527 groups
with taxable income had to file the Form
1120. The 2000 law required most 527s to file
the form, whether or not they had taxable
income. Section 3(a) restores the pre-2000 law
and puts 527s on a similar footing to other
tax-exempt organizations with respect to the
1120 Form by requiring filing of the form
only if the organization has taxable income.
Section 3(b) restores the pre-2000 law by
making clear that the tax returns of 527s
with taxable income are confidential.

Section 3(c) exempts a number of organiza-
tions from the requirement to file the Form
990 annual information return. Exempt
groups will now include State or local can-
didate and party committees, associations of
State or local officials and groups filing with
the FEC. The section also provides that
qualified State and local PACs must file the
990 only if they have at least $100,000 in an-
nual gross receipts (other non-exempt groups
must file the 990 if they have at least $25,000
in annual gross receipts). Finally, the sec-
tion directs the Treasury Secretary to adapt
the 990 form, which was not developed for po-
litical organizations, to seek information
relevant to the activities of Section 527 orga-
nizations.

Section 4 directs the Treasury Department
to work with the FEC to publicize the 527
law’s reporting requirements.

Section 5 authorizes the Treasury Sec-
retary to waive amounts imposed for failing
to file 8871 notices or 8872 reports if he con-
cludes that the failure to file was due to rea-
sonable cause and not willful neglect.

Sections 6(a), (b) and (d) modify existing
law regarding noncompliance. Section 6(a)
provides that organizations that fail to no-
tify the IRS of their intent to claim Section
527 status will have all of their so-called ex-
empt-function income subject to taxation,
regardless of whether that income was seg-
regated for use for an exempt function. Sec-
tion 6(b) provides that the procedures used
for collecting amounts imposed for failing to
comply with the 8872 contributor/expenditure
reporting requirement are akin to those used
to collect penalties from tax-exempt organi-
zations that fail to file the form 990 (this sec-
tion affects the process of collection, not the
amount collected). Section 6(d) makes clear
that the tax code’s existing criminal fraud
penalties for anyone who willfully furnishes
information to the IRS he knows is false or
fraudulent also applies to 8871 and 8872 fil-
ings.

Sections 6(c), (e), (f) and (g) make changes
to certain disclosure requirements. Section
6(c) streamlines the 8871 notice requirement
by eliminating the need to file the notice in
writing; only electronic reporting of the no-
tice will remain. Section 6(c)(1) adds the date
and purpose of expenditures and the date of
contributions as required information on the
Form 8872. Section 6(e)(2) mandates elec-
tronic filing of the 8872 contributor/expendi-
ture reports, and Section 6(e)(3) requires that
the IRS make information in those reports
available to and searchable by the public on
the Internet and downloadable to personal
computers. Section 6(f) amends the 8871 no-
tice to require filers to note whether they in-
tend to claim an exemption from the 8872
contribution/expenditure reporting require-
ment or the form 990 annual return require-
ment. Finally, Section 6(g) requires organi-
zations to file amended 8871 notices within 30
days of any material change of the informa-
tion on the previous 8871.

Section 7 provides that forms already filed
and made public by the IRS under current
law will remain public after this bill be-
comes law. This provision is needed because
many of the bill’s exemptions are retro-
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active, and without Section 7, the IRS could
be found in violation of taxpayer confiden-
tiality rules for posting filings that were
public under the original law but will no
longer be public after this bill’s enactment.

Mr. REID. Mr. President, I ask unan-
imous consent that the bill be read the
third time and passed, the motion to
reconsider be laid upon the table, and
that any statements related thereto be
printed in the RECORD.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The bill (H.R. 5596) was read the third
time and passed.

———

AUTHORIZING REPRESENTATION
BY SENATE LEGAL COUNSEL

Mr. REID. Mr. President, I ask unan-
imous consent that the Senate proceed
to the consideration of S. Res. 352, sub-
mitted earlier today by Senators
DASCHLE and LOTT.

The PRESIDING OFFICER. The
clerk will report the resolution by
title.

The legislative clerk read as follows:

A resolution (S. Res. 352) to authorize rep-
resentation by the Senate Legal Counsel in
the case of Judicial Watch, Inc., v. William
J. Clinton, et al.

There being no objection, the Senate
proceeded to consider the resolution.

Mr. DASCHLE. Mr. President, this
resolution concerns a civil action com-
menced in the U.S. District Court for
the District of Columbia against sev-
eral current and former Members of the
Senate and House of Representatives.
The plaintiff, Judicial Watch, Inc., is a
legal watchdog group that has pursued
numerous civil suits against the Gov-
ernment and its agencies and officials.
In this case, Judicial Watch has sued
former President Clinton and several
current and former Members of the
Senate and the House of Representa-
tives, alleging that those officials con-
spired to pressure the Internal Revenue
Service to initiate and continue an
audit of Judicial Watch in retaliation
for its activities.

The plaintiff in this case has named
the current and former Senators as de-
fendants in this suit based solely on
the fact that these Senators sent rou-
tine transmittal letters to the IRS for-
warding constituent correspondence in-
quiring why Judicial Watch was enti-
tled to the benefits of tax-exempt sta-
tus. Merely because of those routine
buck letters, Judicial Watch alleges
that those Senators entered into an un-
lawful conspiracy to pressure the IRS
to continue to audit it in violation of
its constitutional rights.

This resolution authorizes the Senate
Legal Counsel to represent the Senate
defendants in this action.

Mr. REID. Mr. President, I ask unan-
imous consent that the resolution and
the preamble be agreed to; that the
motion to reconsider be laid upon the
table; and that any statements in rela-
tion thereto be printed in the RECORD.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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