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LETTER OF TRANSMITTAL

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ETHICS,+
Washington, DC, August 5, 2011.

Hon. KAREN L. HAAS,
Clerk, House of Representatives,
Washington, DC.

DEAR MS. HAAS: Pursuant to clauses 3(a)(2) and 3(b) of rule XI
of the Rules of the House of Representatives, we herewith transmit
the attached Report, “In the Matter Regarding Allegations Related
to Gregory Hill.”

Sincerely, JO BONNER

Chairman.
LINDA T. SANCHEZ,
Ranking Member.

(1)
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112TH CONGRESS REPORT
1st Session ~ HOUSE OF REPRESENTATIVES ! 112-194

IN THE MATTER REGARDING ALLEGATIONS RELATING
TO REPRESENTATIVE GREGORY HILL

AUGUST 5, 2011

Mr. BONNER, from the Committee on Ethics,
submitted the following

REPORT

I. INTRODUCTION

On May 18, 2011, the Office of Congressional Ethics (OCE) for-
warded to the Committee on Ethics (Committee) a Report and
Findings related to the receipt of outside income in 2009 by Greg-
ory Hill, in excess of the outside earned income limit applicable to
senior staff, and Mr. Hill's failure to properly report the actual
amount of outside income received on his 2009 Financial Disclosure
Statement.l OCE recommended that the Committee further review
the matter.2

On May 23, 2011, the Committee provided Mr. Hill, through his
attorney, a copy of OCE's Report and Findings and offered him the
opportunity to respond to OCE'’s allegations. Mr. Hill submitted a
response through his attorney on June 6, 2011.3

The Committee initiated an inquiry into the matter referred by
OCE pursuant to Committee Rule 18(a). On July 1, 2011, the
Chairman and Ranking Member of the Committee issued a state-
ment announcing they had jointly decided to extend the Commit-
tee’s consideration of OCE’s transmittal regarding Mr. Hill for an
additional 45-day period.4

However, the Committee finds that Mr. Hill's receipt of the
$32,000 and his failure to report the actual amount on his 2009 Fi-
nancial Disclosure Statement was not intentional and was more
likely based on confusing information provided to him by Campaign
Financial Services (CFS), the entity that manages the account for

10OCE's Report and Findings regarding Gregory Hill, Review 11-7238, can be found at Appen-
dix A.

2Representative Michael McCaul requested that he not participate in the Committee’s pro-
ceedings in this matter, as Gregory Hill is Chief of Staff to Representative McCaul.

3Gregory Hill's response to OCE’s allegations against him in OCE’s Report and Findings can
be found at Appendix B.

4House Rule XI, clause 3(b)(8)(A), and Committee Rule 17A(c)(1).
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the campaign. The Committee concludes that since Mr. Hill repaid
the excess amount, no further action is necessary. Accordingly, the
Committee hereby closes its inquiry and the OCE referral in the
above-captioned matter.

This Report resolves the matter forwarded by OCE. The Com-
mittee has unanimously determined that the evidence presently be-
fore the Committee supports a determination that Mr. Hill received
outside income in 2009 that exceeded the outside earned income
limit. Thus, the Committee has decided that it will not dismiss the
OCE referral. Moreover, Mr. Hill repaid the excess amount upon
learning that the payment in question was not a clerical error and
that he had, in fact, received income above the outside earned in-
come limit. Since Mr. Hill has already repaid the excess amount,
making the total received for 2009 below the limit, the Committee
has determined that no further action is necessary. Additionally,
while Mr. Hill did not report the actual income he received in 2009
on his Financial Disclosure Statement for 2009, the Committee
finds that the information he relied upon to complete his Financial
Disclosure Statement was incorrect without his knowledge. Since
he subsequently repaid the excess amount, the outside earned in-
come amount reported on his Financial Disclosure Statement for
2009 is accurate. Therefore, the Committee finds that no further
action is necessary regarding Mr. Hill's Financial Disclosure State-
ment for 2009.

Il. HOUSE RULES, LAWS, REGULATIONS AND OTHER
STANDARDS OF CONDUCT

House Rule 26, clause 2

“[T]he provisions of title 1 of the Ethics in Government Act of
1978 shall be considered Rules of the House as they pertain to
Members, Delegates, the Resident Commissioner, officers, and em-
ployees of the House.”

Ethics in Government Act

“Any individual who is an officer or employee described in sub-
section (f) during any calendar year and performs the duties of his
position or office for a period in excess of sixty days in that cal-
endar year shall file on or before May 15 of the succeeding year a
report containing the information described in section 102(a).”5

“Each report filed pursuant to section 101 (d) and (e) shall in-
clude a full and complete statement with respect to . . . [t]he
source, type, and amount or value of income (other than income re-
ferred to in subparagraph (B)) from any source (other than from
current employment by the United States Government). . . .”6

“The head of each agency . . . each congressional ethics com-
mittee, or the Judicial Conference, as the case may be, shall refer
to the Attorney General the name of any individual which such of-
ficial or committee has reasonable cause to believe has willfully
failed to file a report or has willfully falsified or willfully failed to
file information required to be reported. . . .”7

1(d).
()

~ o a
g
cCcc
U)(f)(/)

.C. app. 4 §10
.C. app. 4 §10
.C. app. 4 §104
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“[A] Member or an officer or employee who is a noncareer officer
or employee and who occupies a position . . . for which the rate of
basic pay is equal to or greater than 120 percent of the minimum
rate of basic pay payable for GS-15 of the General Schedule, may
not in any calendar year have outside earned income attributable
to such calendar year which exceeds 15 percent of the annual rate
of basic pay for level 1l of the Executive Schedule under section
5313 of title 5, United States Code, as of January 1 of such cal-
endar year.” 8

“[T]he outside earned income limit for Members and senior staff
for calendar year 2009 is $26,550.”°

House Rule 25, clause 1(a)(1)

“Except as provided by paragraph (b), a Member, Delegate, Resi-
dent Commissioner, officer, or employee of the House may not—

(1) have outside earned income attributable to a calendar
year that exceeds 15 percent of the annual rate of basic
pay for level 11 of the Executive Schedule under section
5313 of title 5, United States Code, as of January 1 of that
calendar year.”

I11. BACKGROUND

On May 18, 2011, OCE referred to the Committee a matter in-
volving Mr. Gregory Hill, Chief of Staff to Representative Michael
McCaul. In its referral, OCE determined that there was “substan-
tial reason to believe that in 2009, Greg Hill received more than
$26,550 of earned outside income from McCaul for Con-
gress. . . .”10 OCE further determined that Mr. Hill was consid-
ered “senior staff’ in 2009 and was therefore subject to the outside
earned income limit of $26,550.11 According to OCE'’s Report and
Findings, Mr. Hill received compensation in 2009 from McCaul for
Congress, Representative McCaul's campaign committee, totaling
$32,000, and thereby exceeded the outside earned income limit by
$5,450.12 OCE also determined that Mr. Hill reported $26,500 of
outside earned income on his calendar year 2009 Financial Disclo-
sure Statement.13 OCE reported that Mr. Hill paid back $4,831.45
to the campaign in February 2011, which equaled the $5,450 less
the taxes that were withheld by CFS, the entity that manages the
account for the campaign.1* Those withholdings were separately re-
couped by CFS from the IRS, and so did not accrue to the benefit
of Mr. Hill.

Consistent with OCE's Findings, Committee staff determined
that during 2009 Mr. Hill was paid at or above the senior staff
ratel> and was therefore subject to the $26,500 limit on outside

85 U.S.C. app. 4 §501(a)(1).

9 Memorandum from Committee on Standards of Official Conduct for All Members, Officers,
and Employees, dated February 12, 2009 (emphasis in original).

10 See Appendix A at 1.

111d.

121d.

31d.

141d.

15The “senior staff” rate for 2009 was $117,787. See House Rule 25, clause 1(a)(1), 5 U.S.C.
app. 4 §501(a)(1).
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earned income.16 Mr. Hill received outside income for his work on
the McCaul for Congress campaign, which was paid on a monthly
basis and included a bonus. The total actually received by Mr. Hill
during 2009 amounted to $35,000 ($3,000 of which was reported as
paid by the campaign in December 2008). According to OCE’s Find-
ings,1? the response provided by Mr. Hill to the Committee,18 and
an interview of Mr. Hill by Committee counsel, the Committee has
determined that while he actually received $35,000 from the cam-
paign during 2009, he was provided with conflicting information
from the campaign as to the total amount received. This caused
Mr. Hill to believe that the $32,000 amount reported on the first
W-2 he received for 2009 was a clerical error and that he actually
only received $26,500. This conclusion was based upon his receipt
of an email from CFS, which indicated they were issuing a cor-
rected W-2 for 2009 that showed his income for 2009 was actually
$26,500 and not $32,000, which had been previously reported. In
additional communications with CFS, Mr. Hill sought verification
of the amount paid in 2009. CFS confirmed that Mr. Hill was only
paid $26,500 in 2009. Furthermore, CFS told Mr. Hill that they
thought the excess amount had already been debited from Mr.
Hill's account.

CFS provided documentation to the Committee including a letter
and accompanying IRS forms sent by PayChex, the company that
handled the payments for Mr. Hill, among others, for the cam-
paign. The letter was a request to the IRS to correct the income
and withholding paid on behalf of Mr. Hill for 2009. The letter was
sent on May 4, 2010, which is consistent with the information pro-
vided to the Committee by Mr. Hill. The campaign received a re-
fund from the IRS on September 28, 2010, for the excess with-
holding for income taxes, Social Security and Medicare. Counsel
from CFS also indicated that CFS believed that Mr. Hill's account
was debited for the excess payment around the same time it re-
quested a refund from IRS.19

Mr. Hill told Committee counsel that in 2010 he was not aware
of the dollar amount of the outside earned income limit for 2009.
He stated that he had previously instructed the campaign not to
exceed the outside earned income limit. When he received the W-
2 indicating he had been paid $32,000 in 2009, he believed that
was the limit based on his earlier instructions. He filed his tax re-
turn for 2009 using the $32,000 amount.

In the spring of 2010, Mr. Hill received a letter from the IRS in-
dicating there was a conflict between his tax return for 2008 and
a W-2 the IRS received from the campaign. Mr. Hill contacted CFS
and learned they had sent a corrected W-2 for 2008 indicating his
income from the campaign was $25,830 for 2008 and not the
$22,830 he reported on his return. This caused Mr. Hill to question
CFS about what he had received in 2009. He also contacted the
Committee to find out what the outside earned income limit was
for 2009. He learned that the limit was $26,550 and provided that
information to CFS. CFS advised him they were sending a cor-

16 Memorandum from Committee on Standards of Official Conduct for All Members, Officers,
and Employees, dated February 12, 2009, which can be found at Appendix A, Exhibit 1.

17 See Appendix A.

18 See Appendix B.

19 See Appendix C.
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rected W-2 indicating the total income from the campaign for 2009
was $26,500. Mr. Hill believed, based on the corrected W-2, that
he had only received $26,500 for 2009. Mr. Hill told Committee
counsel that he had several communications with CFS seeking
verification that his income for 2009 was only $26,500 and each
time CFS verified the amount.

In January 2011, after Mr. Hill was notified by OCE that they
were examining his 2009 income from the campaign, he contacted
CFS to again verify his income. At that time, CFS told him that
he had actually received $32,000 but CFS believed that the over-
payment was debited from his account in 2010, and then realized
in 2011 that they were also mistaken. Mr. Hill asked CFS to pro-
vide him the amount he needed to repay to ensure that his 2009
income was below the $26,550 limit.2° CFS told Mr. Hill that he
had to repay $4,831.45, which was the total overpayment minus
the taxes that were withheld. Mr. Hill sent CFS a cashier’s check
for the $4,831.45 amount in February 2011.2%

V. FINDINGS AND CONCLUSIONS

As a result of its review of OCE’s Report and Findings, and addi-
tional investigative activity by the Committee, the Committee has
reached the following findings and conclusions.

1. In 2009, Gregory Hill was paid at or above the “senior staff”
rate for his work as Representative McCaul's Chief of Staff and
was therefore subject to the outside earned income limit of $26,550.

2. During 2009, Mr. Hill received payments from McCaul for
Congress totaling $35,000, $3,000 of which was reported as paid by
the campaign in December 2008, but not received until 2009.

3. CFS, the campaign account manager for McCaul for Congress,
advised Mr. Hill that the W-2 it had issued indicating that Mr.
Hill's total income from McCaul for Congress in 2009 was $32,000,
was in error, and they were issuing a corrected W-2 showing the
total income as $26,500.

4. Based on the information provided by CFS and the corrected
W-=2, Mr. Hill reported $26,500 in outside income on his Financial
Disclosure Statement for 2009.

5. In February 2011, after learning that he was actually paid
$32,000, Mr. Hill instructed CFS to determine what amount he
needed to repay the campaign to ensure his total income did not
exceed the outside earned income limit. Upon being told the
amount he needed to repay, Mr. Hill sent the campaign a check.

Mr. Hill actually received $35,000 in outside earned income from
McCaul for Congress in 2009 ($3,000 of which was reported as
2008 income and therefore not considered as income for 2009).
Upon being given a reason to double-check the limit, he was led to
believe that the W-2 amount was in error for 2009, as it had been
for 2008. Mr. Hill did not realize he had exceeded the outside
earned income limit or actually received an amount over $26,500,

20 OCE interviewed a financial manager from CFS who had a different recollection than Mr.
Hill. The financial manager recalled that Mr. Hill asked for the repayment amount in the spring
of 2010 instead of the winter of 2011. However, the financial manager believed that CFS had
debited the overpayment from Mr. Hill and therefore issued him a corrected W-2. The effect,
however, is the same as Mr. Hill's somewhat contrary recollection; i.e., that Mr. Hill believed,
based on a corrected W-2, that he had only actually received $26,500 at the time of his financial
disclosure filing.

21 See Appendix A, Exhibit 6.
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based on assertions made by CFS. Upon learning of the amount ac-
tually received, he took steps to repay the excess amount. Based on
the evidence and testimony, the Committee finds that Mr. Hill's re-
ceipt of the $32,000 and his failure to report the actual amount on
his 2009 Financial Disclosure Statement was not intentional and
was more likely based on confusing information provided to him by
CFsS.

This Report resolves the matter forwarded by OCE. The Com-
mittee has unanimously determined that the evidence presently be-
fore the Committee supports a determination that Mr. Hill received
outside earned income in 2009 that exceeded the outside earned in-
come limit. Thus, the Committee has decided that it will not dis-
miss the OCE referral. However, the Committee concludes that
since Mr. Hill repaid the excess amount, no further action is nec-
essary. Therefore, the Committee determines that this matter is
closed.

The Chair is directed, upon providing the notices required pursu-
ant to House Rule XI, clause 3(b)(8)(A), and Committee Rule
17A(b)(2), to file this Report with the House, together with copies
of OCE’s Report and Findings in this matter, along with any re-
sponse filed, all of which are made a part of this Report and ap-
pended hereto.22 The filing of this Report, along with its publica-
tion on the Committee’s Web site, shall serve as publication of
OCE's Report and Findings in this matter, pursuant to House Rule
X1, clause 3(b)(8)(A), and Committee Rule 17A(b)(3) and 17A(c)(2).

V. STATEMENT UNDER RULE 13, CLAUSE 3(c) OF THE
RULES OF THE HOUSE OF REPRESENTATIVES

The Committee made no special oversight findings in this Report.
No budget statement is submitted. No funding is authorized by any
measure in this Report.

22 See House Rule XI, clauses 3(a)(2) and 3(b).
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CONFIDENTIAL

Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

OFFICE OF CONGRESSIONAL ETHICS
UNITED STATES HOUSE OF REPRESENTATIVES

REPORT

Review No. 11-7238

The Board of the Office of Congressional Ethics, by a vote of no less than four members, on
April 29, 2011, adopted the following report and ordered it to be transmitted to the Committee on
Ethics of the United States House of Representatives.

SUBJECT: Greg Hill

NATURE OF THE ALLEGED VIOLATION: Greg Hill disclosed outside earned income of
$26,500 on his Calendar Year 2009 Financial Disclosure Statement from Representative Michael
McCaul’s campaign committee, McCaul for Congress, Inc. Mr. Hill was considered “senior
staff” in 2009 and subject to the outside earned income limit of $26,550. However, Mr. Hill
received $32,000 from McCaul for Congress, Inc., $5,450 over the 2009 limit. In February
2011, Mr. Hill paid back $4.831.45 to McCaul for Congress, Inc.

If Mr. Hill received more than $26,550 of outside earned income from McCaul for Congress,
Inc. in 2009, he may have violated House rules, standards of conduct, and federal law.

RECOMMENDATION: The Board of the Office of Congressional Ethics recommends that the
Committee on Ethics further review the above allegations because there is a substantial reason to
believe that in 2009 Greg Hill received more than $26,550 of earned outside income from
McCaul for Congress, Inc., in violation of House rules, standards of conduct, and federal law.

VOTES IN THE AFFIRMATIVE: 5
VOTES IN THE NEGATIVE: 1
ABSTENTIONS: 0

MEMBER OF THE BOARD OR STAFF DESIGNATED TO PRESENT THIS REPORT TO
THE COMMITTEE ON ETHICS: Omar S. Ashmawy, Staff Director & Chief Counsel.
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CONFIDENTIAL

Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

OFFICE OF CONGRESSIONAL ETHICS
UNITED STATES HOUSE OF REPRESENTATIVES

FINDINGS OF FACT AND CITATIONS TO LAW
Review No. 11-7238
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CONFIDENTIAL

Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

OFFICE OF CONGRESSIONAL ETHICS
UNITED STATES HOUSE OF REPRESENTATIVES

FINDINGS OF FACT AND CITATIONS TO LAW

Review No. 11-7238

On April 29, 2011, the Board of the Office of Congressional Ethics (the “Board”) adopted the
following findings of fact and accompanying citations to law, regulations, rules, and standards of
conduct (in italics). The Board notes that these findings do not constitute a determination that a
violation actually occurred.

I. INTRODUCTION

A. Summary of Allegations

1. Greg Hill disclosed outside earned income of $26,500 on his Calendar Year 2009
Financial Disclosure Statement from Representative Michael McCaul’s campaign
committee, McCaul for Congress, Inc. Mr. Hill was considered “senior staff” in 2009
and subject to the outside earned income limit of $26,550. However, Mr. Hill received
$32,000 from McCaul for Congress, Inc. In February 2011, Mr. Hill paid back $4,831.45
to McCaul for Congress, Inc. Therefore, the Board recommends that the Committee on
Ethics further review the above allegations because there is a substantial reason to believe
that in 2009 Greg Hill received more than $26,550 of earned outside income from
McCaul for Congress, Inc., in violation of House rules, standards of conduct, and federal
law.

B. Jurisdictional Statement

2. The allegations that were the subject of this review concern Greg Hill, an employee of the
United States House of Representatives. The Resolution the United States House of
Representatives adopted creating the Office of Congressional Ethics (“OCE”) directs
that, “[n]o review shall be undertaken . . . by the board of any alleged violation that
oceurred before the date of adoption of this resolution.” The House adopted this
Resolution on March 11, 2008. Because the conduct under review occurred after March
11, 2008, the OCE has jurisdiction in this matter.

! H. Res. 895, 110th Congress §1(e), as amended (the “Resolution™).
3
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CONFIDENTIAL

Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

C. Procedural History

3. The OCE received a written request for a preliminary review in this matter signed by at
least two members of the Board on January 24, 2011. The preliminary review
commenced on January 25, 2011 2 The preliminary review was scheduled to end on
February 23, 2011.

4. Atleast three members of the Board voted to initiate a second-phase review in this matter
on February 22, 2011. The second-phase review commenced on February 24, 20112
The second-phase review period ended on April 9, 2011.

5. Pursuant to Rule 9(B) of the OCE Rules for the Conduct of Investigations, Mr. Hill
submitted a written statement to the Board on April 26, 2011.

6. The Board voted to refer the matter to the Committee on Ethics and adopted these
findings on April 29, 2011.

7. The report and findings were transmitted to the Committee on Ethics on May 18, 2011.
D. Summary of Investigative Activity

8. The OCE requested and received documentary evidence from the following sources:
(1) Greg Hill; and
(2) Campaign Financial Services.

9. The OCE requested and received testimonial from the following sources:
(1) Greg Hill; and

(2) Financial Manager, Campaign Financial Services.

% A preliminary review is “requested” in writing by members of the Board of the OCE. The request for a
preliminary review is “received™ by the OCE on a date certain. According to the Resolution, the timeframe for
conducting a preliminary review is thirty days from the date of receipt of the Board’s request.

3 According to the Resolution, the Board must vote on whether to conduct a second-phase review in a matter before
the expiration of the thirty-day preliminary review. If the Board votes for a second-phase, the second-phase begins
when the preliminary review ends. The second-phase review does not begin on the date of the Board vote.

4



12

CONFIDENTIAL

1I.

Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

GREG HILL’S 2009 OUTSIDE EARNED INCOME

A. Laws, Regulations. Rules, and Standards of Conduct

10. House Rule 25, clause 1{a)(1) states that “[e]xcept as provided by paragraph (), a
Member, Delegate, Resident Commissioner, officer, or employee of the House may not—
have outside earned income attributable to a calendar year that exceeds 15 percent of the
annual rate of basic pay for level Il of the Executive Schedule under section 5313 of title
3, United States Code, as of January lof that calendar year . .. .7

1

b—

. The Ethics in Government Act states that “[e]xcept as provided by paragraph (2), a
Member or an officer or employee who is a noncareer officer or employee and who
occupies a position classified above GS15 of the General Schedule or, in the case of
positions not under the General Schedule, for which the rate of basic pay is equal to or
greater than 120 percent of the minimum rate of basic pay payable for GS15 of the
General Schedule, may not in any calendar year have outside earned income attributable
to such calendar year which exceeds 15 percent of the annual rate of basic pay for level
11 of the Executive Schedule under section 3313 of title 5, United States Code, as of
January I of such calendar year. ™

12. “[T]he outside earned income limit for Members and senior staff for calendar year 2009

[was] $26,550."°

B. Greg Hill Received Outside Earned Income in 2009 From McCaul for Congress,

Inc.
13. Greg Hill is the Chief of Staff for Representative Michael McCaul

14. As Chief of Staff, among other duties, Mr. Hill ensures that the staff for Representative
MecCaul completes their required ethics training.” He does not train the staff personally,
but invites a counsel from the Committee on Ethics to conduct the training.®

15. Mr. Hill recalled receiving both the general House employee and Senior Staff ethics
training in 2008 and 2009.°

*5U.S.C. app. 4 § 501(a)(1).

* Memorandum from Committee on Standards of Official Conduct for All Members, Officers, and Employees, dated
February 12, 2009 (Exhibit 1 at 11-7238_002-03).

¢ Memorandum of Interview of Greg Hill, March 15, 2011 (“Hill MOI") (Exhibit 2 at 11-7238_005).

14
¢ 1d.

® Id. at 11-7238_007.



13

CONFIDENTIAL

Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

16.

17.

18.

Mr. Hill also works for Representative McCaul’s campaign, McCaul for Congress, Inc.!
Although he does not have a formal title with the campaign, he has the responsibilities of
a campaign director.'’ Mr. Hill has had these responsibilities since he began working for
Representative McCaul in 2006.™ His duties with the campaign include supervising
campaign functions, assuring that vendors get paid, and making certain that staff operates
effectively.’

Although Representative McCaul ultimately makes final determinations on his campaign
activities, Mr. Hill generally has the final say regarding campaign expenditures.'*
Salaries for campaign staff are approved by Representative McCaul and administered by
a private firm, Campaign Financial Services (“CFS$”)."*

According to his “W-2c” Corrected Wage and Tax Statement shown below,'® and the
CFS Financial Manager working with Mr. Hill on his account,'” in 2009 Greg Hill
received outside earned income from McCaul for Congress, Inc., totaling $32,000. Mr.
Hill received $32,000 in 2009, $14,000 in “bonus™ money and $18,000 in salary (a rate of
$1,500 per month).'®

Tt Oticial Usa Orty #
SMB No. 3545-0008

a Empkyers name, address. and 21 code ¢ Taxyaae/Furn cortecied i 9 Erpioyes’s corress 5Sk
MOCRUL FOR CONGRESS INC

2008 <
& Gonested ~SN angfor name {Chaox s Lox ard Somplele
Duxes { angior g IF INGOTEE 0 forn prevmusly Sl
Cospitse boxes | andro ¢ oy I moolros: on fomm previsusty filed »
¥ Empliyee's previousty reporied SSN

g Erpioyec's previously reporied same

1 Emglovees hig! name. and ;m.mt Last name St

for 7 um'w«.u owes S ans B 1 Esployon's agthess ang ZiP coto
Prevxous!x roported Correct Information Previously reported Corfeck informafion

1 Wages. Ups, oiner mmpensalm 1 Wages, fips, otier compensation | 2 Sig = 12 ireorns sax withhetid

2C. 28500, 80

2 Sow seaurlly wWapes
265300.0C

5 Mudhcme wages and 1Rs &
2E305.03

0 Jd. at 11-7238_005.

M.
2,

13]d
MId

' 7d. at 11-7238_006.

' Greg Hill's 2009 W-2¢ Corrected Wage and Tax Statement (Exhibit 3 at 11-7238 _009).

' Memorandum of Interview of CFS Financial Manager, March 23, 2011 (“Financial Manager MOT™) (Exhibit 4 at
11-7238_012}.

18 1d.; Hill MOI (Exhibit 2 at 11-7238_007).
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Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

C. Greg Hill Disclosed $26,500 in Qutside Earned Income on his Calendar Year
2009 Financial Disclosure Statement

19. Mr. Hill filed a Calendar Year 2009 House Financial Disclosure Statement as required for
“senior staff.”"?

20. On his Calendar Year 2009 Amended Financial Disclosure Statement, Mr. Hill disclosed
$26,500 in outside earned income from McCaul for Congress, Inc.?®

-G 24

SCHEDULE |~ EARNED INCOME
Uit s sour, pe, & et of e Toume om a7 sayos o Bt e TS Duren epopren b e U5, Govaent tfaing 200 o

mmmep:ecmwmyez:Fwam.wmmawmdwm;wmhwhmmmmﬁ
excoating 34,007, Set exampes beiow. _ ! . .
wm}x@mm(smsNam&mo:mwx,femmmmmwmmmmsmmam,
Source Type Amount
Rogeured aachg Pt Fre
[ U — ;
R - b B
e | SE Syt St %
ety Rty (00, 25 B — e b
Orat Conety B of Estion y
| JucCaul 4 Coghoss Sl 7ts00

21. The $26,500 figure disclosed above is inconsistent with the $32,000 of outside earned
income Mr. Hill received in 2009, as shown by tax documents and witness testimony.

D. Greg Hill Exceeded the 2009 Outside Earned Income Limit

22. Mr. Hill told the OCE that he directed CFS to abide by the annual outside earned income
limit.”

23. The CFS Financial Manger told the OCE that he did not monitor the outside earned
income limit because Mr. Hill was the only campaign employee who received a salary in
addition to a bonus from the campaign.”> The first time the CFS Financial Manager
became aware of the outside earned income limit was around March 2010, when Mr. Hill
informed him of the limit.?

' House Ethics Manual 248 (2008).

* Greg Hill’s Calendar Year 2009 Amended Financial Disclosure Statement (Exhibit 5 at 11-7238_014).

311l MOI (Exhibit 2 at 11-7238_007).

* Financial Manager MOI (Exhibit 4 at 11-7238_012).

“1d.
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24. Mr. Hill explained that once he became aware that he was over the 2009 outside earned
income limit, CFS told him a corrected W-2 would be issued. The corrected W-2 would
display $26,500 in outside earned income and that CFS would file the appropriate
corrected paperwork with the IRS.>* However, Mr. Hill remained in receipt of the
$32,000.7°

25. Mr. Hill did not explain why he continued to disclose $26,500 on this Calendar Year
2009 Financial Disclosure Statements while receiving $32,000 in outside earned income,
in 2009. ’

26. On February 15, 2011, nearly eleven months after becoming aware of being over the
outside earned income limit, Mr, Hill wrote a $4,831.45 check (shown below) to McCaul
for Congress, Inc.?® Mr. Hill told the OCE that the amount on the check represents the
amount CFS told him to pay back to the campaign.”’ Mr. Hill believed the number
represents the difference between the $32,000 paid to Mr. Hill in 2009 by McCaul for
Congress, Inc., and the $26,500 amount initially reported on his Calendar Year 2009
Financial Disclosure Statements, minus taxes previously withheld.®

AMOUNT
"$4,831.48

ICCAUL FOR CONGRESS, ING.»*

RE: GREG HILL

* Hill MO (Exhibit 2 at 11-7238_006).

* As discussed in these findings, Mr, Hill issued a $4,831.45 check to McCaul for Congress, Inc. in February 2011.
This payment does not resolve the fact that Mr. Hil actually received $32,000 in outside earned income in 2009.
The OCE does not take a position on whether this repayment to the campeign committee is legally permissible or
counts against income Mr. Hill received in 2009.

* Check from Greg Hill to McCaul for Congress, Inc., February 15, 2011 (Exhibit 6 af 1 1-7238_024).

; Hill MOI (Exhibit 2 at 11-7238_007).

= Id.
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Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended
HI. CONCLUSION

27. In 2009, Mr. Hill received $32,000 from McCaul for Congress, Inc., $5,450 over the
2009 House of Representatives outside earned income limitation.

28. The Board recommends that the Committee on Ethics further review the above
allegations because there is a substantial reason to believe that in 2009 Greg Hill received
more than $26,550 of earned outside income from MeCaul for Congress, Inc. in violation
of House Rule 25, clause 1{a)(1) and 5 U.S.C. app. 4 §501(a)(1).



17

EXHIBIT 1

11-7238_001



18

U.S. PHouse of Representatibes

COMMITTEE ON STANDARDS OF
OFFICIAL CONDUCT

@ashington, BE 20515

Febmary 12, 2009
MEMORANDUM FOR ALL MEMBERS, OFFICERS, AND EMPLOYEES

FROM: Committee on Stzmd,g s, 81 Official Conduct
Zoe Lofgren, Chair T

Jo Bommer, Ranldnggepu lican Member <ﬁ ﬁ@"‘h e

SUBJECT: The 2009 Outside Bamed Income Limit and Salaries Triggering the Financial
Disclosure Requirement and Post-Employment Restrictions

THE OUTSIDE EARNED INCOME LIMIT AND OUTSIDE EMPLOYMENT
RESTRICTIONS

By statute and House rule, the amount of outside earned income that Members and
“senior staff” (as defined below) may have in any calendar year is limited. 5 U.S.C. app. 4
§ 501(a)(1); House Rule 25, cl. 1(a)(1). In addition to House Members, the limit applies to
House officers and employees who are paid at a rate equal to or greater than 120% of the
minimum pay for GS-15 of the general schedule for more than 90 days in a calendar year.
The GS-15, step 1 rate of basic pay for 2009 is $98,156 (locality pay is not considered in
making this determination). Accordingly, the outside earned income limit applies to House
officers and employees paid at or above the rate of $117,787 for more than 90 days in 2009,

The amount of the outside eamed income limit for any year is 15% of the rate of pay
for Level II of the Executive Schedule in effect on January 1 of the year. The rate of pay for
Executive Level I1 in 2009 is $177,000. Accordingly, the outside earned income lmit for
Members and senior staff for calendar year 2009 is $26,550.

Under clauses 1-4 of House Rule 25 and related provisions of statutory law, Members,
as well as officers and employees paid at or above the “senior staff” fhreshold rale, are also
subject to a number of specific limitations on the types of outside employment. Information
on these limitations is provided on pages 213 to 228 of the 2008 House Ethics Manual, which
is available on the Standards Committee website (ethics.house.gov). The Committee’s Office
of Advice and Education {extension 5-7103) can provide further explanation.

- OVER -

11-7238_002
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FINANCIAL DISCLOSURE

The requirement to file a Financial Disclosure Statement applies both to Members and
to House officers and employees who are paid at a rate equal to or greater than 120% of the
minimum pay for GS-15 for at least 60 days at any time during a calendar year. 5U.S.C.
app. 4 § 109(13). As noted above, 120% of GS-15 is now $117,787, and thus House officers
and employees who are paid at or above that rate of pay (referred to as the “senior staff rate”
for at least 60 days during 2009 must file a Financial Disclosure Statement in May 2010.
In addition, any new employee paid at that rate must file a new employee Financial
Disclosure Statement within 30 days of beginning House employment.

Please note that the requirement to file a Financial Disclosure Statement covering
calendar year 2008 applies to officers and employees who were paid at an annual rate of
$114,468 for at least 60 days in 2008. The annual Pinancial Disclosure Statements for 2008
are due on Friday, May 15, 2009 for those individuals who continue to be officers or
employees of the House on that date.

POST-EMPLOYMENT RESTRICTIONS

Members and officers of the House, as well as certain House employees, are subject to
post-employment restrictions on lobbying. 18 U.S.C. §207. A former employee of a
Member, committee, or leadership office is subject to the restrictions if, for at least 60 days
during the one-vear period preceding termination of House employment, the employee was
paid at a rate equal to or greater than 75% of the basic rate of pay for Members at the time of
termination.

The basic rate of pay for Members in 2009 is $174,000. Therefore, the post-
employment threshold for employees who depart from a job in a Member, committee, or
leadership office during 2009 is $130,500. The triggering salary for employees of other
House or legislative branch offices (such as the CBO, GAO, and Library of Congress) is
Level IV of the Executive Schedule, which for 2009 is $153,200. Information on the post-
employment restrictions applicable to Members and staff is available in a pair of Standards
Committee advisory memoranda, copies of which are available on the Committee website.

* ok ok k ok
CALENDAR YEAR 2009
OUTSIDE EARNED INCOME CAP $ 26,550
QUTSIDE EARNED INCOME AND
OUTSIDE EMPLOYMENT THRESHOLD ....c.ocieernnrneen $117,787
FINANCIAL DISCLOSURE THRESHOLD ......oimuinisarerrcenns $117,787

POST-EMPLOYMENT THRESHOLD
For employees of Member, committee, or leadership offices..... $130,500
For employees of “other legislative offices™ .. .cocooveiiiinennnna. $153,200

11-7238_003
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CONFIDENTIAL
Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

OFFICE OF CONGRESSIONAL ETHICS
UNITED STATES HOUSE OF REPRESENTATIVES

MEMORANDUM OF INTERVIEW

INRE: Mr. Greg Hill

REVIEW No.: 11-7238

DATE: March 15,2011

LOCATION: 1350 Connecticut Avenue, N.W,, Suite 300
Washington, D.C. 20036

TIME: 3:10 p.m. to 4:00 p.m. (approximate)

PARTICIPANTS:  Omar S. Ashmawy
Paut Solis

Robert Trout (counsel to Mr. Hill)

SUMMARY: Mr. Greg Hill is the Chief of Staff for Representative Michael McCaul. The OCE
requested an interview with the witness and he consented to an interview. The witness made the
following statements in response to OCE questioning:

1. The witness was given an 18 U.S.C. § 1001 warning and consented to an interview. The
witness signed a written acknowledgement of the warning, which will be placed in the
case file in this review.

2. The witness has worked for the Congressman as his chief of staff for about five years.
Prior to working for Rep. McCaul, the witness was the chief of staff for another
congressman. He held that position for approximately 15-16 months.

The witness’ current duties are typical of the chief of staff position. The witness receives
a payroll report every month, but does not manage the office’s MRA. Instead, the MRA
is managed by the firm Talent Paymaster. Talent Paymaster is affiliated with the
company that manages the accounting for Rep. McCaul’s campaign.

G2

4. As part of his duties, the witness ensures that the staff completes their required ethics
training. He does not train them personally, but invites a counsel from the Committee on
Ethics to the office to conduct the training.

5. The witness works for Rep. McCaul’s campaign. Although he does not have a formal
title, he has the responsibilities of campaign director. He began those responsibilities
since he began working for Rep. McCaul in 2006, His duties include making sure
everything runs correctly, that vendors get paid, and that staff does what they need to do.
He makes sure the campaign is well run.

6. Although Rep. McCaul ultimately has the final say on his campaign activities, practically
speaking the witness has the final say regarding campaign expenditures. However, he
makes sure the Member is aware of the expenditures.

MOI-Page 1 of 3 OFFICE OF CONGRESSIONAL ETHICS
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Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

7. Salaries for campaign staff are approved by the Member and administered by a private
firm, Campaign Financial Services (CFS). The witness is not involved in the preparation
of Internal Revenue Service Form 1099 or W-2 for campaign employees.

8. Campaign Financial Services also ensures that all Federal Election Commission filings
are correct and on time. Although the campaign treasurer technically has a final review
of these filings, the witness is also copied on related correspondence.

9. In 2009, the witness did not know what was the outside earned income limit for the
House of Representatives. He did not recall it being covered in his ethics training.

10. The witness was shown a compilation of FEC filings by the McCaul campaign,
displaying salary payments to the witness totaling $28,384.06. This first time the witness
saw the figure was in the initial letter from the OCE. When he received that letter he
figured that amount was what the campaign paid him.

1

—

. The witness was shown two W-2"s from 2009. The document (MCCAULG00103) was
the one the witness used to file his taxes that year. The second document (GH_072)is a
W-2 that the witness did not know was filed by the campaign, until he was notified by the
IRS. The witness did not know who created this document.

12. The witness also stated that in 2010 he was notified by the IRS that he had conflicting
W-2 forms for tax year 2008. After he was notified, he learned that CFS created a second
W-2. After he learned this, the witness asked CFS how he would be affected.

13. When filing his 2009 taxes in the spring of 2010, the witness received an email from CFS
indicating that there had been corrections and that there was a new W-2 for his salary
from the campaign. The witness wanted to ensure that his 2009 taxes were correct and in
the process for doing so realized that he was over the eamed income limit for 2009. CFS
indicated to the witness that a corrected W-2 for 2009 would reduce his income to
$26,500 and that CFS and PayChex would correct and file the proper paperwork with the
IRS.

14. The witness was shown a 2009 W-2¢ (GH_001), corrected W-2 form. The witness
indicated he filed taxes for $32,000 in income from the campaign for the 2009 tax year.
Although this document indicates a “corrected” salary, the witness received $32,000 in
tax year 2009. The witness explained that although $3,000 was supposed to paid to him
in December 2008, he actually received it in January 2009.

15. The witness was shown a series of emails beginning with the document stamped
(GH_032). The witness explained that in following the 2008 election, the McCauls
wanted to pay him $20,000 dollars partly because that was what the other political
consultants received and partly as a success bonus. The witness had already received
$14,000 bonus. In order to pay him the additional $6,000, the campaign decided 1o pay
him $3,000 in November and $3,000 in December. However, the December 2008
payment was made in January 2009.

MOI-Page 2 of 3 OFFICE OF CONGRESSIONAL ETHICS
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Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

16. The witness then stated that the $32,000 he was paid in 2009 was made up of a monthly
payment of $1,500 (totaling $18,000) and a $14,000 bonus.

17. The witness was shown a check dated February 15, 2011 to the McCaul campaign
(MCCAUL000102) for $4,831.45. The witness said that the amount on the check represents the
amount CFS told him to pay back to the campaign. He believed it represents the net (minus the
taxes he paid) amount the witness was overpaid in 2009.

18. When asked if he still would have been over the earned income limit in 2009 even if he had not
been paid the $3,000 in January 2009, the witness said yes.

19. The witness was shown an email from April 13, 2010 (GH_18). The witness explained that in
between these emails he called the House of Representatives and asked what the outside earned
income limit was. As of April 13, 2010 he still did not know how much he was paid in 2009.

20. The witness never discussed what the total annual limit to his compensation from the campaign
ought to be. He just told them to abide by the limit. As a result, he thought the $32,000 was
correct.

21. The witness remembered receiving both the general House employee and Senior Staff ethics
training in 2008 and 2009.

This memorandum was prepared on March 21, 2011 after the interview was conducted on March 15,
2011. Icertify that this memorandum contains all pertinent matter discussed with the witness on March
15,2011.

Omar S. Ashmawy
Staff Director and Chief Counsel

MOI-Page 3 of 3 OFFICE OF CONGRESSIONAL ETHICS
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CONFIDENTIAL
Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

OFFICE OF CONGRESSIONAL ETHICS
UNITED STATES HOUSE OF REPRESENTATIVES

MEMORANDUM OF INTERVIEW

INRE: CFS Financial Manager
REVIEW No.: 11-7238

DATE: March 23, 2011
LOCATION: OCE Offices

425 3" Street, SW
Washington, DC 20024

TIME: 1:00 p.m. to 1:45 p.m. (approximate)
PARTICIPANTS:  Kedric L. Payne
Paul Solis

Ron Jacobs (CFS counsel)

SUMMARY: The witness is an employee of Campaign Financial Services (“CFS”) located in
Bethesda, Maryland. The OCE requested an interview with the witness on March 23, 2011, and
he consented to an interview. The witness made the following statements in response to OCE
questioning;

1. The witness was given an 18 U.S.C. § 1001 waming and consented to an interview. He
signed a written acknowledgement of the warning, which will be placed in the case file in
this review.

2. At CFS, the witness helps manage political campaign financial records. He receives
contributions, deposits, disburses checks, provides bookkeeping, and prepares Federal
Election Commission reports for review of the campaign treasurer. His titleis a
“Financial Manager” and he has worked at CFS since 2006.

3. CFS has fifteen to twenty clients. There are four other financial managers.

4. In November 2008, Greg Hill sent an email to Mary Teague about win bonuses. He
requested $3,000 in November 2008, $3,000 in December 2008, and a $14,000 bonus for
January 2009.

5. Mr. Hill then requested that the November 2008 $3,000 payment be changed to $4,830.

6. Then, after the campaign requested that no payments be made in December 2008, the
$3,000 payment initially scheduled for December 2008, was paid in January 2009. That
request may have come from Mr. Hill.

MOI -Page 1 of 2 OFFICE OF CONGRESSIONAL ETHICS
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Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

7.

10.

1

ot

12.

The witness stated that Mr. Hill received $32,000 in 2009, $14,000 in bonus and $18,000
in salary (rate of $1,500 per month). This amount does not include the $3,000 initially
paid in January 2009 that was remitted back to 2008.

1t was the witness’ understanding that Paychex would take the money out of Mr. Hill's
account for $5,500. The witness stated that he never saw the payment happen and it “fell
through the cracks.”

The witness stated that sometime between April 13, 2010 and May 4, 2010, he had a
telephone discussion with Mr. Hill informing him that funds will be debited from his
account.

The witness then provided Mr. Hill with an “amended report” (employer’s withholding
report), the amended report was created in May 2010, at the same time Paychex
requested that the IRS pay a refund back to the McCaul campaign. Four months after the
May 4, 2010 letter was sent to the IRS requesting a refund for overstated payments, the
IRS paid back the McCanl campaign for the overstated wages.

. The witness did not recall any discussions with Mr. Hill from May 2010 until July 2010,

last time the witness and Mr. Hill would have discussed this matter.

The amount that should have been debited out of Mr. Hill’s account is represented on the
check (MCCAUL000102) from Mr. Hill to the McCaul campaign, dated February 15,
2011,

. The witness believed that this amount reflects $5,500 minus taxes already paid on the

initial payment of $32,000.

. The witness stated that Paul Ritacco was in contact with Mr, Hill about what he owed the

MecCaul campaign.

. The witness stated that he did not monitor the outside earned income limit because Mr.

Hill is the only one who gets a salary in addition to a bonus. The first time he would
have been aware of the outside earned income limit was around March 2010 when Mr.
Hill informed him of the limit.

This memorandum was prepared on March 29, 2011, based on the notes that the OCE staff
prepared during the interview with the witness on March 23, 2011, I certify that this
memorandum contains all pertinent matter discussed with the witness on March 23, 2011,

Paul Solis
Investigative Counsel

MOI~Page2 of 2 OFFICE OF CONGRESSIONAL ETHICS
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TROUT CACHERIS puc

ATTORNEYS AT LAW
1350 CONNECTICUT AVENUE, N.W.
SUITE 300
ROBERT P, TROUT WASHINGTON, D.C. 20036 11} ORONOGCO STREET
(202) 464.3311 . ALEXANDRIA, VIRGINIA 22314
RTROUT@TROUTCACHERIS.COM 1202} 464-3300 >

703} 5198840

FAX {202} 464-3319

WWW.IROUTCACHERIS.COM

June 6, 2011
By Messenger and E-Mail

Dan Schwager, Chief Coungel

Clifford Stoddard, Committes Counsel

U.S. House of Representatives

Committee on Ethics

1015 Longworth House Office Building
Washington, D.C. 20515-0328

E-Mail: Clifford.Stoddardemail. house.gov

Re: OCE Referral of Review No. 11-7238
Gentlemen:

On behalf of my client, Greg Hill, I am writing in response
to the OCE report and findings in the captioned matter, and I am
enclosing Mr. Hill's Declaration in support of this response. It
should be clear from the enclosed Declaration as well ag
documents and emails that were part of OCE's investigation that
the following facts are not subject to serious dispute.

1. Mr. Hill always sought to stay within the outside
income limits, and he instructed and looked to the campaign's
accounting firm, Campaign Financial Services (CFS), to guide him
and to make sure the campaign abided by the applicable ethics
and campaign finance rules.

2. Because of inadvertent mistakes that CFS8 has
acknowledged were made by the accounting firm and/or the
campaign's payroll firm, PayChex, Mr. Hill was at varicus times
given inaccurate and confusing information as to his outside
income from the campaign in 2008 and 2009. Until February 2011,
CFS's communications to him never wmentioned an  actual
overpayment in 2009 or a corresponding reimbursement to the
campaign which reasonably led him to believe that thege mistakes
(by CFS and/or by PayChex) were mere bookkeeping mistakes and
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did not result in his actually excseding the outside income
limit for either 2008 or 2009.

3. It was not until April 2010 that CFS first informed
Mr. Hill of the mistakes in handling the bonus payments for the
2008 campaign. These mistakes led Mr, Hill to believe that his
2009 outgide dincome, initially recorded as §32,000, was
artificially inflated over what he had actually received. Mr.
Hill was the one who first determined and then advised CFS that
332,000 exceeded the outside income limit for 2009, and he
inguired whether the accounting and bookkeeping snafus may have
wrongly inflated his 2009 income. CFS responded that PayChex
would be amending his W-2 for 2005 to show 526,500 in outside
income from the campaign, which was below the outside limits.
This understandably led Mr. Hill to believe that there was no
actual overpayment in 2009 but simply bookkeeping errors that
incorrectly made it seem as though there was an overpayment.

4, In June 2010, CFS advised Mr. Hill that everything had
been corrected. He therefore believed that everything had been
corrected.

5. In July 2010, Mr. Hill contacted CFS and asked again
for confirmation as to what he had been paid in 2009 as outside
income. CFS told him his cowpensation was $26,500, which was
less than the outside income limits for 2009.

6. In February 2011, Mr. Hill discovered for the first
time that in fact he had received $32,000, that the problem was
not simply a bookkeeping error as he had been led to believe,
but an actual overpayment. Without delay, he undertock to
correct the problem, reiwbursing the campaign with the necessary
amount as determined by CFS.

7. Although the $32,000 in gross compensation is $5,450
more than the 2009 outside income limit of $26,550, CFS properly
calculated the reimbursement amount as $4,831.45 based on the
fact that Mr. Hill was subject to withholding and had paid taxes
on the W-2 amount of $32,000.

In sum, Mr. Hill's receipt during 2009 of ocutgide income in
excess of the limit for that year was entirely inadvertent,
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owing to confusion created by bookkeeping errors by the
campaign's accounting firm and/or its payroll firm. Mr. Hill
plainly did not intend to exceed the outside income limits, and
as soon as he discovered that he had received compensation in
excess c¢f the 2009 limit, he corrected the problem by paying
back the excess compensation.

For these reasons, we resgpectfully reguest that the
Committee dismiss this matter, without taking further action. We
further request that to the extent permitted by the rules of the
Ethics Committee, this matter not be publicly disclosed.

Sincerely,

ooyt P Tvod
Robert P. Trout (/
RPT/ban

Enclosures
1t_schwagerstoddard0606ll_declaration.doc
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DECLARATION OF GREG HILL

1. 1 serve as Chief of Staff to Representative Michael McCaul, and I did so during
the relevant time period. In addition to my duties as Chief of Staff, I historically had a hands-on
role in Rep. McCaul’s re-election campaigns, and in that regard, [ received income from the
McCaul campaign in addition to the compensation that I received from the House.

2. The finances and accounting for the campaign were handled by Campaign
Financial Services (“CFS”), which as its name implies specializes in campaign finance issues
and the sort of financial requirements at issue in this matter.

3. The campaign and CFS use a private firm, PayChex, to handle payroll for the
campaign, and in my case and presumably others, the financial transactions were handled
electronically, by automatic deposit.

4, In 2008, the campaign and Congressman McCaul approved bonuses for
individuals working on the campaign. In my case, the approved amount was $20,000, with
$3,000 to be paid in each of the last two months of 2008, and $14,000 to be paid in January
2009,

5. After being advised by CFS that I could receive an additional $1,830 in
November and still be within the outside income limit for 2008, I requested that the November
payment be increased to $4,830, with the December and January payments remaining the same.
My expectation was that I would remain within the 2008 limit on outside income if I received
$7.,830 in bonus payments during that year,

6. PayChex, however, mistakenly failed to make the December payment of $3,000,

instead paying a total of $17,000 in January 2009, At the time, | was not aware of this mistake.



46

campaign requested that no payments be made in December 2008 and that the “request may have
come from” me. That appears to be pure speculation on Duong’s part, and to my recollection it is
not cotrect. Duong may be confusing 2009 with 2008, because at the end of 2009, the campaign
did make the decision to hold invoices until January 2010. I do not believe there were any such
instructions in 2008 to hold payments until January 2009.

8. Sometime in 2009, I received a W-2 for 2008 showing income from the
campaign of $22,830. This was the amount actually paid in 2008, not counting the $3,000
payment that was supposed to have been paid in December 2008 but was not paid until January
2009, Based on this W-2, I prepared my tax return as well as my Personal Financial Disclosure
which [ filed in May 2009. I had not scrutinized my bank statements and I had assumed that
PayChex and CFS had handled the bonus payments as instructed, so I was still not aware of
PayChex’s mistake in failing to make the December payment of $3,000,

9. As 1 have since learned, sometime in early 2009 PayChex apparently became
aware of its mistake, and without notice to me, PayChex made bookkeeping adjustments to move
$3,000 of the January 2009 payment into December 2008. Also without notice to me, PayChex
issued a revised W-2 for 2008, this for the revised amount on $25,830. While this revised W-2
went to the IRS, a copy did not go to me. These facts demonstrate that it does not make sense, as
Duong speculated in his interview, that I may have been the one that instructed PayChex not to
make a payment in December 2008. If PayChex was acting on my instructions to not make a
December payment, why then would PayChex essentially reverse the transaction, without my

knowledge, moving $3,000 from 2009 back to 20087
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10. 1 believe PayChex inadvertently ignored the instructions to make a $3,000
payment in December, and when they realized their mistake, they made bookkeeping entries to
cotrect the mistake without telling me that they had made a mistake or that they had corrected it.

i1, 1 was unaware of these adjustments until [ was preparing my 2009 return at the
end of March 2010. I received notice from the IRS that the Service had received conflicting W-
2%s for me for 2008. I had no idea what this was about, so on March 30, 2010, I emailed Duong
requesting an explanation. Receiving no answer, I emailed Duong a couple of weeks later, on the
morning of April 13, 2010, asking if he had any explanation for the conflicting W-2 information.
Duong promptly responded this time, explaining that PayChex had reissued the new W-2 with
the increased amount of the $3,000 bonus for December 2008.

12, 1 promptly emailed back, “What do I need to do?” Duong responded that he was
unclear what to advise, other than for me to contact the IRS directly.

13. I promptly responded by email:

Just so I am clear, I paid all the taxes [ was supposed to but in the wrong year?

Also, I don’t want it to look like I was paid more that I should have been in 2009

for the House’s outside income limit.
I was thus reminding the accountant of the importance of staying within the outside income
limits, and I expressed the concern that the accounting snafu would mistakenly indicate that I had
exceeded the limit for 2009,

12. Duong responded to my email:

It locks like you will need to pay taxes of the extra $3000 for 2008, because the
amount you reported was different than the amount actually reported.
é;;ggoj'ust got off the phone with PayChex and confirm your 2009 W-2 as

13. I immediately called the House and determined that this amount exceeded the

outside income limit. I then emailed Duong to inform him of that fact, adding that the 2008
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bonus “that was paid in 2009 should have counted against 2008.” At that time, I was still under
the impression that this was simply a bookkeeping error, not an actual overpayment, and I
believed Duong was confirming this when he responded within a few minutes saying that
“PayChex will be amending the 2009 W-2 to $26,500 (House ethics limits for 2009 is 26,550).”

14, When preparing my personal financial disclosure, I use my W-2 form to identify
the amount of outside income. In this case, I reported $26,500 because I thought that was the
amount I had actually received. Moreover, I made inquiries with CFS during that time period in
2010 and was informed by CFS as late as July 2010 that I had been paid $26,500 in 2009 (see
July 26,2010 email from CFS, attached).

15. A couple months later, on June 14, 2010, Duong emailed me that “[e]verything
has been corrected and has already been filed with the IRS...” When Duong fold me that
“everything has been corrected,” I took that to mean that everything had been corrected, that this
was simply a bookkeeping error that had been corrected, and that there was nothing more for me
to do.

16.  As 1 since learned, CFS understood that it was not simply a bookkeeping error
but in addition to that, there was in fact an overpayment in 2009, CFS apparently assumed
PayChex would correct the overpayment by debiting my account or otherwise advising me of the
need to reimburse the campaign for the excess payment. But I have no recollection of CFS ever
explaining that to me, and so I was unaware until earlier this year that there was an actual
overpayment for 2009, not simply a bookkeeping error.

17. T am aware that Duong has said that sometime between April 13, 2010 and May
4, 2010, he had a conversation with me informing me that funds will be debited from my

account. I believe that to be incorrect. My communications with Duong were normally by email,
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and to the best of my recollection, I never had a conversation with him telling me that I could
expect a deduction from my account. Again, throughout 2010, I thought it was simply a
bookkeeping error, not an actual overpayment, and that, as Duong had told me in June 2010,
“everything has been corrected.”

18, I did not attempt to skirt the outside income limits, If T had wanted to do that, I
never would have made inquiries as to the 2009 limit after learning that my 2009 W-2 showed
$32,000, nor would I have pointed out to CFS that the $32,000 exceeded the limit, At all times I
warited to stay within the limit for outside income, and until February 2011, I believed I had
complied with the outside income limit.

19.  In February 2011, as a result of inquiries by OCE, [ became awére that there had
been an actual overpayment for 2009 so that my outside income had exceeded the outside limit.
Upon learning of this, I immediately consulted with CFS who confirmed the overpayment, CFS
told me the amount 1 needed to refund in order to not exceed the outside income limit, and I
promptly arranged for a cashier’s check in that amount (84,831.45) to be issued to the campaign
as reimbursement. CFS made the calculation, so I understand, to account for withholding that
was previously taken on the original overpayment.

20. 1 have reviewed OCE’s memorandum of my inferview of March 15, 2011.
Without purporting to correct every detail that I believe does not accurately reflect what [ said, I
do want to identify certain statements that the investigators apparently misunderstood what I was
saying. In paragraph 12, it states that when I learned that CFS created a second W-2 for tax year
2008, I asked CFS how I would be affected. As the emails makes clear, PayChex was the
company that issued the W-2, and when CFS$ finally informed me that PayChex had reissued a

new 2008 W-2, T asked “what do I need to do?” In responding to that inquiry, no one told me I
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needed to reimburse the campaign for any overpayment, In paragraph 13, the memo of interview
gtates that when the $20,000 bonus was set, I had already received 2 $14,000 bonus, and so the
campaign decided to pay me $3,000 in November and $3,000 in December. That is not correct
and it is not what I told OCE on March 15, 2011, As the email chain and other documents shéw,
I had not already been paid $14,000 in bonus in 2008, The email chain is clear that I was to
receive a bonus of $20,000, that $3,000 was to be paid in November and again in December,
with the balance of $14,000 being paid in January. As noted above, the November payment was
Iater increased 1o $4,830. In paragraph 19 of the memorandum of interview, it states that as of
April 13, 1 stifl did not know how much I was paid in 2009, This may be misleading as T had
received 8 W-2 showing $32,000 in 2009, but because of what I was learning about the payment
and accounting ervors, I was not sure that was correct, and I concluded it was not correct when I
was told that PayChex wag going to amend the 2009 W-2 to reflect $26,500 in income from the
campaign,

21. I take the House cthice rules seriously, and 1 always waated to stay within the
ontside income limits, Until February of this year, I thought I had and that the only problem was
a bookkeeping mistake by CFS and/or PayChex. As soon as [ learned that there was not only 8
bookkeeping error but an actual overpayment, ] immediately reimbursed the campaign for the

amount that CFS calculated was due in order to stay within the limits,

1 declare under the penalty of perjury that the foregoing is true and correct to the best of

my knowledge and recollection.

June _§ 2011 C%{W#L;’Z
<]’ (Y
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Page 1 of 1

---Qriginal Message- -~
me Minh Duong <m§ygng_@s§rnpamﬂm§mg1>
; ‘Mary Robb Teague' <mrieaque@campaignfinancial.coms>
Gc Vicky Simpson %}mﬂggn@gam ignfinancial.coms>
Sant: #ri, Dec 19, 2008 10:41 am
Subject: RE: Invaios 6 - would have sent this sooner but | was busy in New Otleans

Greg,

Wae have this sat 1o be paid at the end of Decemnber along with all other bonuses for December, Would you lik
payment today?

Minh Duong
Campalgn Financial Services
& division of Tafent PayMaster, Inc.

Tel{301-656-3088)
Fax:{301-656-8343)

This message is for the Intended use of the reciplent only, It may contaln Information that is privileged and confikiential, 1f you are
any disclusure, copying, future distribution, o use of this communication {s prohibitad. if you have recelved this communication in ei
return e-malt and delete/destroy the document.,

From: gvhii@aol.com [malkta:gvhili@acl.com]

Sent: Friday, December 19, 2008 11:38 AM

To: Minh Duong; Mary Robb Teague

Subject: Pw: Invoice 6 - would have sent this sooner but I was busy ih New Orleans

Can you tell me if this has been paid?
Sent via BlackBerry by AT&T

From: "chris homan”

Date: Thy, 18 Dec 2008 22:24:03 -0600

To: <gyhi @aol gom>

Subject; FW: invoice 8 - would have sent this sooner but | was busy in New Orleans
Greg - has this involce been taken care of yet?

From: chris homan i bal,

Sent: Wednesday, December 10, 2008 10:58 &M

Te: ‘gyhill@aol.com’

Subject: nvoice 6 - would have sent this sooner but I was busy in New Orleans

https://mail google.com/mail/Mi=2& view=bsp& ver=ohhldrw8mbnd 6/4/2011

GHO0D058
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CONFIDENTIAL TREATMENT REQUESTED

Minh Duong

Fronu gragyounghili@gmali.com

Sent: Monday, July 26, 2010 3:27 PM
To! Minh Duong

Subject: Re: 2009 Campaign compensation
Thank you.

—mwmmeOriginal Message---=--

From: Minh Duong

To: gregyounghillégmail.com

subject: RE: 2009 Campaign compensation
Sent: Jul 26, 2010 2:18 PM

Greq,
The amended amount ia $26,500 for 2009%.

¥inh Duong

Campaign Financial Services

a division of Talent PayMaster, Iiec.
Tel: {301-654-3220)

Fax: {301-654-3222)

This message is fpr the intended use of the reciplent only. It may contain information
that is privilaged and confidential. If you are not the intended recipient, eny
disclosure, copying, future distribution, or use of this communication is prohibited. If
you have received this communication in srror, please advise ug by return e-mail and
delete/destroy the document.

~—-—ewOriginal Message—-~---

From: gregyounghillégmail.com [mailte:gregyounghill@gmail.com]
Sent: Monday, July 26, 2010 1:27 PM

To: Minh Duong: Emily Tadlock

Subject: 2002 Campaign compensation

Can you tell me what the corrscted amount of compensation I received from McCaul for
Congress in 2009 which we reported to the IRS? .
Thank you,

Greg
Sent via BlackBerry by AT&T

Sent via BlackBerry by AT&T

MCCAULQ00017
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CONFIDENTIAL TREATMENT REQUESTED

AUSTIN TX 7870%

MCCRUL FOR CONGRESS INC

D3 HOT CUT, FOLD, DR STAPLE THIS FORM
For Official Uss Only »
qENLY OMB No. 1545-0008
a Ergployor's name, addrass, and ZIP oode & Tax yearF 4= pes's tomec SSN

2008 g ©

oxes § endor ¢ 8 incornert on 1orm previously fled.)

e Comedtes SSN andior name [Check his box and compies

Complata boxes § andéor g only I incomest on Jorm provicusty fiied »

% Employes's previously reported SSN

b Ermployer's Federa) EIN

g Empioyed’s previvuasly reported heme

Note: Only somplme money Selds
o Mgt

for Forms WeaINGEl Weae, bosos §

that arg beirg cotecied

MQGE, see the instructions
and §),

# Employes's frm rams, and inifid | Las name 5,
AUSTIN TX S

3 E adoess and 2P code

Proviously reportod Correct Previcusly reporied Correct information
t Wages, lips, other compansaton] v Wages,Tpé, othor corpansation} 2 Federil incpine tax withhald 2 Fedoral income ta wikhald
32000.00 28508.00 4866.18 461B.3%
3 Social securily weges 3 Snca seaurity wages 4 Soclal securiy wx wihheld 4 Sotial security tax withheld
32000.00 26500.08 1884.0C i643.00
§ Matfcwre wages eod fips 5 Medicare wages and tips € Megicare e withhelo & Modlicare tux withheld
32000.00 2850C.00 464 .00 384.2%
7 Sochal securily Wps 7 Social serurity s & Alinckisd fps & Alpcaed lips

3 Advence BIC poymest

9 Advance EIC payment

10 Dopondent caro penefiis 10 Dopendent care banafits

1 Noomushied plars TIT Nonawaitod plae Ea [ Ses inel for box 12 12 | Soe st for box 1%
(13 Shinory  Revremert TR0 EioT TH .
i B e T Ea
14 Other {see instrucsions) 14 Ottr (see insyuctions) 2 | 12 ]
12d | 12d |
State Correction information

Previously reperted Correct Information Previously reported Correct | ation
15 Swte 15 Sae 15 Stato 15 Sww

Employers s 1D number Erployer's state ﬁ) amber Ervployoer's stete 1D number Empioyers stawe D pumbar

48 Swate wages, fips, st

15 Siate weges, Ipe, elc.

15 Stale wages, fips, vic. 18 Swue wapes, foF, o

17 Smeintms 18X

7 Sa income |x

17 Swate income tax 17 State income tax

Locatity Correction |

niormation

Provicusly reported

Correct Infor

Coiroct

Previously reporled

18 Local wages, #ps, ot

18 Lovol wegos, ¥ps, et

18 Locw wages, WpE. 6K, 18 Locnl weges, ¥ps, 2ic.

13 Locsl income tax

18 Loval invome tax

15 Local income 1ax 18 Lol tncome tax

20 Lucaty name

20 Localy nare

28 Locally nave 20 Locaky rave

For Privacy Aot and Paperwork Reduction Act Notice, seq separate instructions.
Corrected Wage and Tax Statement
0000/1034

Form W-2C (Aev 022008)

¥ Wk STP 2573878

OIS WeCLASER-A

28-2088303 Copy A--For Swid Securly Advwisiration

Daparment of the Treasury
fmerng Revange Service

Topydght 2008 Geestians Neiss ~ £arms Soltware Unly

MCCAUL000090
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CONFIDENTIAL TREATMENT REQUESTED

rorm 941-X: Adiusted Employer's QUARTERLY Federal Tax Return or Claim for Refund

{Rev, June 2008) Depactmont 0t 1ne Treassry -~ internal Revenus Sarvice

OB No. 1545-00g9

Employer identification number (£tv)_ UINGEGNGN

MCCAUL FOR CONGRESS INC

Nae {10! your Tade nams)

Tracie name {ff any)

—— Y

AUSTIN TX 78701

Ly this Torrn 10 TosTEC BITOTE YOU rRatie on Form 8410 341-5SS for one quartal ohly. Type of print within
the boxes. You MUST complels alt theee pages. Read the Instructions betors sompleting this torm. Do not
sttach this form 1o Form 541 or 844-85.

Pant 1: Select ONLY one process.
E 1, Adpested employment tax return. Check this box I you undstreported amounts. Also heck

his box i you svereptited amounis and you wouks ke 1o use the adjestment process 1o
comsct the errors. You must check tiis box i you are corecting both underreponed wxd

Return You Are Correcting ...
Theck the type of return you ave
corracting:

981
{Jearss

Choek the ONE quarter are
worrectingy; you

E 12 Janwery, February, March
7 2: apri way. dure
77 81 suy, Avgust, Septamber

X7 4: octover, November, Dacermber

Enter the caiendar year of the gquarter
you are somectiag:

overmported amounts on this form, The amoui shown on ing 18, iess than G, may only

be apphed as a crett fo your Form 941, Form $41-88, Form 944, or Form 944-53 for the 2009 [SASAL

e pariod in which you are fing this fonm. [

® yout are Hing Enter the dale you disctverad errors:

2. Giakm. Chock this box ¥ your overreported amounts oy and you woulk fke Io use the pisim BA/0172010

procass o ask for B refund o7 abatament of the amaunt shown on fne 18. Do not check this {0 £ 5D 1 YY)

box ¥ you ara cormeciing ANY underraported amounts on this form,
Part 2: Complete the certif
3. 1 oottty that | have fled o wili fiie Forme W-2, Waps and Tax Statemant, o Forms W20, O Wage ane Tax as

recpared,

Note. | you are correciing underrapotied amounts only, go to Part 3 on page 2 and skip Ires 4 and 5,
you are 5 epoiits check all that apply. You must chick af lsast ohe Dok,

4. if you ch of line 1
| certify that

D @, 1 repaid or reimbirssd sach affected empioyes for the overcolected federal incorne tax for the current yesr and the overcoliected

soial

and

sovial security and Medicare tex for cuomt and prior years. For adj of

2R

p
ovarcoliected in prios years, L have & wiitten statement from essh employee suging that he of she has not claimed {or the Slaim

was rejetiad) and will not ciaim & refund or credit for the ovsrcolistfon,

D . The arjustment of social seaurlty tax and Madicare tax 18 for the émplover's share onfy. | could not find the affected employess or
‘gach empioyes did rot give ms 2 wiltten stetemant that he or #he has not clsimed {or the clairm was rejected) and will not daim o

refund of credht for the overcolection,

g: ©. The adjustmant ks for federal incorme tex, social securlly tax, and Medicare tax tha | it not withhoki irom employee weges,

5. Hyouch Hne 2 you are avefund or of
‘Yeu must check 8 least one ok,
1 cerfty that

{Ja trepidor each afectad employee or the

iaxes, chovk alf that apply.

sotial securlly and Medicare tax. For ciadms of employes social

soourty and Medicars 1ax overcollected I prior years, § have 2 wrilten staternent fom each empioyee stating that he or she has rot
cisimes for the ciaim was rejostad) and will not caim & refund or oradis for the overcoliscion.

. | have a written consent from each sfectad employee stating that | may fiie this claim for the empidyee's share of social security and
Medisare tax. For refunds of amployee sorial sacurity andd Medicare tax overcoliectod in prior years, 1 alse have a wilteh siatement
trom sach employse staling thet he of she has net claimed {or the ciaim was rejectad) and wil nol claim a 7efund o credit for e

ovarcoliaction.

§ } . The tlaim ior social seturity tax and Madicars tax ie Tor the employer’s share only. § souid not find the ailectad amployees) of ssch
employee did fOt give me a willten consent 10 e a daim for the employes’s shars of sociel ssourity and Medicare iax: or esch
smplovee tid not gve me & wiitlen stalenent that ha of she has not cleimad (or the dlaim was rejected) and wil not claim & wlungd

or credht tor the overcollestion,

D td. The claim is for federal income 1ax, Socikl sectely tax, and Medicare tax that | Bid not withhold from erpioyee wegss.

For Privacy Act and Paperwork Reduction At Notioe, 308 the instructions.
A P OB4IXY  wrrzsTeTze OSUS S4IX Copynght 2000 Grestans/Neios - Forms Spitware Only

Form 841-X {Rev. 5-2008)

MCCAULDD0091
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CONFIDENTIAL TREATMENT REQUESTED

Form 241-X {Rev, §-2000} Page3
Name (not your rade name} Emptoyer Wentification nmber (EIN) Turrecting quarier 4 1234
Corecting calendar yaar prom
MCCAUL FOR CONGRESS INC o 2009

Part 4 Explain your corrections for this quarier.

} 18, Check heve B any comrections you enteved on 2 line Inclirde both underreported and overreporied amounts,
Explain both your undierreperied and ovemeponed srmounts or fine 21,

D 20. Check here ¥ any carrectians lnvolve reclassified workers, Explain onliog 21,
2%

ot

You must give ue  dedalied explanation of how you your Seathe

WAGES WERE OVERSTATED

Part 5§ Sign here. You must complete all thrée pages of this form and sign it

Undmpenaumsoipemm!asclsemauhaveﬁledmmbmwmnm o Fonm 841-58 and that | have exarminet! his adjusted return or Slaim,
and W the hest of my knowledge and befief, they ars true, corract, and complete. Declaration of
pmpnw(atbe:mmmr}cswsdonaimnnmmdwhmmemnasmkmwbdga

Printyour |
Sign your name hare ;
name here Print your
fitie here g ;
oo [ ] sencomemors | ]
Paid preparer’s use only Check if you are seli-employets ... ... .. D

e N —
Praparer’s signalure r-' } Date z
R | P S—
# self N

I

]

Preparers nama §

R

Adgress !

Ciy f l Sue L 2P code l }
cAa § B4IX3  wFasTs?er  OBUS 841X Copynghiate Forms Form BA1-X (Rev. 8-2008)
MCCAUL000093
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