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|. Executive Summary

Since the first ACORN Report issued on July 23, 2009, the Oversight and Government
Reform Committee staff has reviewed over 50,000 pages of documents: from ACORN
offices in California and Oklahoma, from ACORN insiders in Missouri, Colorado, New
York and Louisiana, and from Secretary of State investigations in nearly every state in
the continental United States. Ranking Member Darrell Issa’s leadership of the
Committee’s ACORN investigation has been enhanced by the efforts of several Members
of the Committee: Representative Jim Jordan (R-OH) requested ACORN election
documents from the Secretary of State in Ohio,* Representative Patrick McHenry (R-NC)
was the first to dispute the Census Bureau’s relationship with ACORN,? Representative
Jason Chaffetz (R-UT) used the example of ACORN’s corruption to propose legislation
requiring the Census Bureau to partner with the U.S. Post Office,® and Representative
Dan Burton (R-IN) called on Chairman Towns to conduct an investigation of ACORN
and its affiliate corporations.* Additionally, Committee staff has worked with
investigators from several federal Inspector General Offices, the Government
Accountability Office (GAQ), the Office of Legislative Affairs at the United States
Department of Justice, the Louisiana Department of Justice and several local and state-
level prosecutor’s offices. Attorneys from the Kings County District Attorneys office,
which is currently investigating ACORN in New York, told the Committee staff that the
first ACORN Report had been “invaluable” to their investigation. David Caldwell, the
Assistant Attorney General of Louisiana, stated that his office was able to develop
probable cause in its investigation in large part due to the findings of the Oversight and
Government Reform Committee Minority Staff.

Since the publication of the first ACORN Report, the House of Representatives passed
Congressman Darrell I1ssa’s Motion to Recommit (MTR) to end the federal funding of
ACORN, now known as the Defund ACORN Act. Thereafter, Congress passed and the
President signed Section 163 of the Continuing Appropriations Resolution of 2010,
Division B of Public Law No. 111-68, which cut federal funds to ACORN. After the
Continuing Resolution (CR), Congress passed and the President signed the following
laws ending ACORN funding: FY 2010 Consolidated Appropriation Act, Pub. Law 111-
117, 88 418, 534, & 511; Section 427 of the Department of the Interior, Environmental
and Related Agencies Appropriations Act of 2010, Pub. Law 111-88; and Section 8013
of the Department of Defense Appropriations Act of 2010, Pub. Law 111-118.

L EDIToRIAL, Rep. Jordan wants Ohio to probe plan of ACORN, CoLumBUS DisPATCH, Nov. 22, 2009,
available at: http://www.dispatch.com/live/content/national_world/stories/2009/11/22/dcjord.html? (last
visited Feb. 12, 2010).

2 Congressman Patrick McHenry, How ACORN Got Dumped by the Census, BIGGOVERNMENT.COM, Sept.
17, 2009, available at: http://mchenry.house.gov/News/DocumentSingle.aspx?DocumentlD=145479.

® PrReESS RELEASE, Census Should Partner With Post Office, Not ACORN, June 24, 2009, available at:
http://chaffetz.house.gov/2009/06/census-should-partner-with-post-office-not-acorn.shtml.

* PRESS RELEASE, Burton Demands Investigation of ACORN, Sponsors Legislation To Terminate Funds,
Sept. 15, 2009, available at: http://burton.house.gov/posts/burton-demands-investigation-of-acorn-
sponsors-legislation-to-terminatefunds.



In response to the CR that cut their funding, ACORN sued the United States of America
in the Federal District Court in the Eastern District of New York, arguing that the CR
constituted an unconstitutional Bill of Attainder, or punishment without the due process
guarantees of a judicial trial. Judge Nina Gershon, a federal judge, presided over the
case. On December 11, 2009, Judge Gershon issued an injunction against the United
States — an order preventing the United States from enforcing the CR — the funding ban
against ACORN. However, as the Justice Department argued, the issue was moot
because the CR expired December 18, 2009. Fortunately for ACORN, Judge Gershon
allowed ACORN to amend its pleadings and challenge all of the anti-ACORN laws,
including Public Laws 111-117, 111-88, and 111-118 as unconstitutional bills of
attainder. According to the Louisiana Department of Justice, ACORN is nearing
financial bankruptcy, as most of its donors have cut ties with the corporation. However,
under Judge Gershon’s decision, ACORN will continue to receive taxpayer dollars from
the Federal Government. In other words, the American people will have BAILED OUT
ACORN.

The first ACORN Report explained how ACORN used a complex organizational
structure of overlapping nonprofit community initiatives and political lobbying activities
to conceal the partisan political use of taxpayer and private monies originally designated
for the public benefit. The report found there was no real separation between ACORN
and its affiliates. ACORN is a single corrupt corporate enterprise composed of a series of
holding companies and subsidiaries that are financially and operationally dependent upon
the main corporation.

This report adds new evidence confirming these previous findings of ACORN’s
misconduct in addition to a closer examination of ACORN’s financial transactions and
fundraising that define the organization as a political machine.

Committee investigators have identified hundreds of ACORN bank accounts, shell
organizations incorporated under different sections of the internal revenue code, and even
an ACORN controlled accounting firm (Citizens Consulting Inc.) that helps ACORN
obscure the true use of charitable donations and taxpayer funds. Documents and
testimony from ACORN whistleblowers reveal that ACORN activities — despite
contentions that they are intended to help the poor — fulfill a more self-serving and
political purpose for ACORN. ACORN is well aware of the legal problems its political
activities create as its own attorneys have acknowledged and outlined the potential for
criminal and civil violations in private documents for senior ACORN officials.

Since release of the first report, Committee staff met with insiders from both ACORN
and the Service Employees International Union (“SEIU”) in addition to obtaining and
reviewing documents from virtually every state, including California, Missouri and
Oklahoma.

The following report makes four crucial findings:

First, ACORN and SEIUs illegal agreements, and the crimes committed in
furtherance of these agreements, constitutes a criminal conspiracy.
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ACORN CEO Bertha Lewis, Executive Director Steven Kest, and Political Operations
Director Zach Polett have actual or apparent authority for ACORN’s illegal acts. The
Committee’s investigation has confirmed previous findings as well as identified a method
behind ACORN’s criminal activities.

Second, there is a pattern, signature or “trade secret” of corruption common to all
ACORN affiliates called “Muscle for the Money.”

Muscle for the Money involves using non-profit corporations for electioneering activities
and an SEIU strategy to threaten corporations and banks into brokering deals for
ACORN’s financial benefit. SEIU and Project VVote used litigation to force demands
from government officials. ACORN, through Project Vote, threatened State Secretary of
State offices with lawsuits, thus forcing political compromises at the expense of
taxpayers.

SEIU and ACORN are substantially intertwined. SEIU and ACORN jointly manage
SEIU Local 100; SEIU Healthcare Illinois Indiana; SEIU Local 21A; SEIU Local 32BJ;
SEIU Local 52BJ; SEIU Local 880; and SEIU Local 1199. SEIU aided and encouraged
ACORN to put pressure on banks, to use its federally-funded affiliates to target political
candidates, and to threaten public officials with litigation. ACORN took the lead in these
activities and SEIU was the willing accomplice. The nexus between SEIU and ACORN
constituted an agreement between both organizations to engage in fraudulent activities,
which ACORN perpetuated through the use of its affiliates.

The Committee investigation found ACORN prepared for these fraudulent activities by
issuing membership letters documenting which banks caved-in to ACORN’s pressure;
through political plans targeting congressional districts to get sympathetic candidates
elected, and via emails and legal complaints reflecting ACORN’s ability to coerce and
compel public officials to meet certain demands. These findings reflect a pattern,
signature or trade secret common to all ACORN affiliates. This signature crime is known
as Muscle for the Money.

ACORN has received $5,609,338.00 dollars from SEIU. Anthony Hill, a State Senator
from Florida, was simultaneously employed by SEIU and ACORN. Newly reviewed
documents show Senator Claire McCaskill (D-MO), former Governor Rod Blagojevich
(D-IL), and Congressman Gerry Connolly (D-VA) have received the support of SEIU’s
ACORN affiliates. Insiders claim that, despite SEIU Treasurer Anna Burger’s statement
to the contrary, SEIU has never cut ties to ACORN.

Third, ACORN, as a corporation, is responsible for thousands of fraudulent voter
registrations throughout the United States.

Responses from various state election offices show that ACORN’s late filings of voter
registration cards and the sheer amount of fraudulent cards obstructed election
administration efforts in many states. Fraudulent voter registrations are not isolated
incidents; they reflect ACORN’s criminal motive to compromise the system of free and
fair elections promised in the Constitution of the United States.



Fourth, ACORN contributed to the risky lending that led to the financial collapse.

ACORN drafted language to loosen underwriting standards and decrease down payments
in the housing industry, paving the way for the high rate of subprime loans millions of
Americans eventually defaulted on.

ACORN used provisions in the Community Reinvestment Act of 1977 that allowed
community groups to challenge bank mergers and acquisitions if a bank did not
adequately invest in its own community. These challenges, which featured ACORN's
standard intimidation tactics, successfully forced banks to make lending agreements with
ACORN Housing. If banks refused ACORN’s demands, they jeopardized approval of
mergers in a timely manner. ACORN Housing moved to become a conventional service
provider for the loans. ACORN reaped profits from over a billion dollars in loans to
low- income neighborhoods. Because of the policies and financial instruments developed,
in part through ACORN’s lobbying activities, borrowers eventually defaulted on the
loans. The end result was the bursting of the housing bubble.

ACORN Housing received a total of $39,925,620.13 from Bank of America, JPMorgan
Chase & Co., CitiBank, HSBC, CapitalOne, and SunTrust. These lenders and banks also
provided ACORN with grants, address and bank account information of at-risk
homeowners so ACORN could provide free counseling services. Instead, ACORN used
the address and bank account information to target struggling Americans who would be
signed up as dues-paying members of ACORN. ACORN’s membership recruiting
brought in $48 million a year for ACORN—a boon for their Muscle for Money program.



Il. Findings

e There is no distinction between ACORN and any of its affiliates. Affiliates share
staff, funds, office space, responsibilities, and common controls—there is no real
separation between the parts, making it impossible to consider them as truly
separate organizations. All of ACORN’s non-profit affiliates give substantial
amounts of money to Citizens’ Consulting, Inc., an arm of ACORN that
commingles funds from ACORN’s nonprofit organizations and transfers this
money to organizations to use for political purposes. ACORN receives large
amounts of money from its nonprofit affiliates without making substantial returns
to the affiliates. An examination of the accounting documents shows the
American Institute for Social Justice (AISJ) transfers a particularly large amount
of its funds, which come in part from the federal government and other ACORN
affiliates receiving federal money, to ACORN'’s national organization,
presumably for political purposes.

e There is a pattern, method or “trade secret” of corruption common to all ACORN
affiliates called “Muscle for the Money.” One method is the use of litigation and
commingled funds to engage in prohibited electioneering activities. The other
method is an SEIU-funded enterprise involving threats and litigation aimed to
secure ACORN?’s corporate financing. ACORN filed corporate income tax with
the Internal Revenue Service and failed to file a Form 990, a requirement for non-
profit status in several states where ACORN does business. In some states,
ACORN fraudulently informed state Secretary of States that it was tax-exempt in
order to avoid state corporate taxes.

e SEIU and ACORN are not only financially but also politically codependent.
ACORN directly runs two of the most prominent SEIU locals. ACORN has
received several million dollars from SEIU. SEIU shares offices with ACORN in
nine cities across the United States, utilizing SEIU staff and resources to advance
both organizing and political goals.

e SEIU/ACORN has leveraged its size, influence, and wealth to advance its policies
and agendas through a complicated web of political connections, backroom
negotiations, public relations, intimidation and litigation. SEIU/ACORN has
spent millions of dollars and man hours supporting union friendly federal and
state candidates and legislation. These connections are then used to entice
employers into neutrality agreements with offers of government subsidies and
union concessions.

e ACORN Housing Corporation (AHC) used agreements with banks to provide a
variety of benefits for their organization, creating policies that were not
necessarily beneficial to and sometimes exploited, the low-income citizens they
claim to help.



e The AHC used the Community Reinvestment Act provisions and coercive threats
to force banks into lowering loan underwriting standards and entering into
agreements that funneled profits to ACORN.



lll. Timeline of the House Oversight Committee ACORN
Investigation

On February 3, 2009, ACORN member Marcel Reid communicated to the staff of
the Committee on Oversight and Government Reform in the House of Representatives.
Marcel Reid, the president of the Washington, D.C. ACORN chapter and a member of
the ACORN 8—a non-profit reform group of former high ranking ACORN employees
terminated for attempting to audit the corporation—explained to the staff her concern that
ACORN continues to use federal funds to support its corrupt enterprise. Marcel Reid
sent documents directly to the Oversight and Government Reform Committee and then,
together with Anita MonCrief, a former political operations staff member for ACORN
and Project VVote, met with Oversight and Government Reform Committee staff on the
afternoon of February 10, 2009 to tell their story and discuss their findings concerning
ACORN.®

Soon after, Michael McCray, an attorney and member of the ACORN 8, also
reached out to the Committee staff to discuss ACORN’s suspect dealings. By February
19, 2009, a full investigation of ACORN was opened, with staff having received
hundreds of documents from the ACORN informants. Throughout February and early
March, the Committee staff interviewed several sources who had knowledge about
ACORN and its activities, in addition to speaking with experts from the Congressional
Research Service and Government Accountability Office concerning tax and campaign
laws applying to nonprofit corporations.

On March 19, 2009, the House Committee on the Judiciary, Subcommittee on the
Constitution, Civil Rights, and Civil Liberties held a hearing entitled, “Lessons Learned
From the 2008 Election,” in which Heather Heidelbaugh, a Pittsburgh attorney who filed
suit against ACORN, discussed ACORN’s fraudulent voter registration activities. It was
this testimony that caused staff to expand the scope of the investigation, and instead of
focusing on just ACORN'’s involvement in voter registration fraud, staff began
investigating the business structure of the corporation and its affiliates and whether
ACORN’s voter registration efforts were not somehow indicative of fraud within the
entire organization. The Committee staff, studying various corporate legal theories
regarding vicarious liability, enterprise liability, and the corporate form, revealed no
distinction between the acts of ACORN’s corporate leadership and the acts of ACORN’s
various affiliates.

The Committee staff began to study ACORN and its numerous affiliates in terms
of its compliance with various laws and regulations, including the Internal Revenue Code
and the Federal Election Campaign Act of 1971, as well as whether ACORN and its
affiliates were maintaining appropriate firewalls and segregated accounts. By the end of
March, the Committee staff had begun drafting a report focusing on the complexities of
ACORN’s corporate structure as an explanation for ACORN’s bad acts. Throughout

® See Appendix, § C.



March and until the end of May, the Committee staff constructed a detailed analysis of
ACORN and drafted document request letters to various federal agencies.

On May 27, 2009, the Committee staff obtained a memorandum Elizabeth
Kingsley, Counsel to ACORN and a partner at Harmon, Curran, Spielberg & Eisenberg
L.L.P., wrote to ACORN and its affiliates concerning its potentially unlawful activities.
The memorandum was used as a background for the Committee’s investigation as well as
a guide for requesting documents from federal agencies. Throughout June and July, the
Committee staff developed the first ACORN report, examining the organization’s
structure.

On July 23, 2009, the Committee’s report, “Is ACORN Intentionally Structured
As a Criminal Enterprise?” was released to the public. On July 24, 2009 Committee
Ranking Member Darrell Issa requested the House Committee on the Judiciary, the
House Committee on Education and Labor, and the House Committee on Ways and
Means conduct hearings and further investigate ACORN. By the end of July, the
Committee staff found that ACORN was not a tax-exempt corporation, but paid corporate
income taxes, thus further revealing the organization’s calculated intentions to engage in
partisan politics.

By December 2009, Committee Ranking Member Darrell Issa sent nearly 100
letters, including letters to the directors of the Corporation for National and Community
Service, the Department of Labor, the Small Business Administration, the Department of
Housing and Urban Development, the Internal Revenue Service, the Federal Election
Commission, the Election Assistance Commission, and the Department of Homeland
Security. Ranking Member Issa together with Senator Susan Collins (R-ME), Ranking
Member of the Senate Committee on Homeland Security and Governmental Affairs,
requested investigations from the Inspector Generals offices of all eight government
agencies.

Ranking Member Issa, along with Financial Services Ranking Member Spencer
Bachus (R-AL) and Judiciary Ranking Member Lamar Smith (R-TX), requested
documents from the fourteen major banks that had funded ACORN. Additionally,
Ranking Members Issa and Smith demanded Attorney General Eric Holder instruct the
Department of Justice to conduct it’s own investigation into ACORN. Ranking Member
Issa also sent letters to the lobbying, ethics and elections divisions of all 50 Secretary of
States offices requesting documents pertaining to ACORN and its affiliates.

On December 1, 2009, Ranking Members Issa and Smith co-chaired a forum on
ACORN which included the following witnesses: Assistant Attorney General David
Caldwell of Louisiana, Indiana Secretary of State Todd Rokita, former ACORN
employee Anita MonCrief, and former Department of Justice and FEC official Hans A.
von Spakovsky. The following findings were made at the December 1 hearing:

e There needs to be oversight over the Department of Justice and Federal Bureau of
Investigation for failing to address and put an end to ACORN’s illegal activities.



e Indiana Secretary of State Todd Rokita informed the U.S. Attorneys Office of the
Northern District of Indiana as well as the FEC about violations of federal law in
Indiana, neither office took any action against ACORN.

e There are 691 bank accounts of ACORN and ACORN affiliates at Whitney Bank
in New Orleans, Louisiana.

e ACORN owns stock at Whitney Bank.

e In 2006, Whitney Bank inexplicably wired several million dollars to an ACORN
Bank of America account in San Francisco.

e The City of New Orleans, after Hurricane Katrina, gave ACORN 121 pieces of
property which ACORN was to give to low-income families but, instead,
ACORN rented out these properties for a profit.

e ACORN Housing owns millions of dollars worth of property.

e ACORN uses its membership drives to raise revenue and build political power.

To date, the Louisiana Department of Justice has issued subpoenas for records
from ACORN, Citizens Consulting, Inc. (CCI) — ACORN’s non-profit financial
accounting affiliate — and its financial institution, Whitney Bank. According to Assistant
Attorney General David Caldwell, a Democrat, “[p]art of the probable cause for the
issuance of the subpoena came from the Staff Report entitled ‘Is ACORN Intentionally
Structured as a Criminal Enterprise?’ issued by the Committee on Oversight and Government
Reform at the U.S. House of Representatives.”® According to Caldwell, “Dale Rathke,
brother of founder Wade Rathke, had embezzled up to five million dollars beginning in 1998,
and that this embezzlement was never reported to law enforcement . . . [ACORN has] almost
400 entities and over 600 bank accounts.”” The Louisiana Department of Justice has claimed
that there is a power struggle and an apparent “civil war,” between the three national
ACORN chapters: New York, D.C. and New Orleans. At the center is CEO Bertha
Lewis, residing at the National Chapter in New York City, “who has forcefully taken
control over all ACORN accounts and is trying to consolidate whatever assets exist.”®
Louisiana investigators believe there is approximately $20 million in cash in 800 bank
accounts, ACORN entities own $10 million worth of property, and the majority of the
leftover ACORN assets are likely donor funds that will be consolidated by Bertha Lewis
and undoubtedly commingled with other funds against the intent of the donors.®

Even with ACORN?’s corruption exposed, some Members of Congress who only a
few months ago voted overwhelmingly against ACORN may now be trying to restore
funding for them. Just last month, Representative Maxine Waters (D-CA) celebrated
former ACORN organizer Amy Schur’s recent attempt to reinvent ACORN as the
Alliance of Californians for Community Empowerment, saying in a statement, "What a
relief to know that the Alliance of Californians for Community Empowerment will be on
the scene...l expect great things from this new organization and encourage them to roll
up their sleeves and do the hard work that is needed to assist communities throughout

® Testimony of David Caldwell, CoMM. OVERSIGHT AND GoVv’T REF & CoMM. Jub., ACORN FORUM, Dec.
1, 2009, at 1.

1d. at 2.

®1d.

% 1d.
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California.".*® In pending legislation that would enable an expanded government
intervention into health care, a proposed amendment would benefit ACORN.™ The
provision would require that six different federal agencies each establish an “Office of
Minority Health” and “community and consumer-focused nonprofit groups” that may
receive grants to “conduct public education activities to raise awareness of the
availability of qualified health plans.”*

IV. The Anatomy of a Fraud
A. ACORN'’s Criminal Trade Secret

In the original ACORN Report, Committee investigators sought to determine
which individuals owned or controlled ACORN in order to uncover the waste, fraud and
abuse of federal funds at the hands of the organization’s senior leadership.™> Committee
investigators found that individuals including ACORN CEO Bertha Lewis, Executive
Director Steven Kest, and Political Operations Director Zach Polett had actual or
apparent authority for ACORN’s alleged bad acts. The original ACORN Report cited the
Eighth Circuit opinion in HOK Sport, Inc. v. FC Des Moines, L.C., to conclude that
“[d]isregarding an entity’s corporate form by piercing the corporate veil is appropriate if
‘the corporation is a mere shell, serving no legitimate business purpose, and used
primarily as an intermediary to perpetuate fraud or promote injustice.””** The ACORN
Report therefore found that not only was there no real separation between ACORN and
its affiliates (that is to say, ACORN Housing, Project VVote, and CClI are not entities of
ACORN but are ACORN), but the ACORN management, including Bertha Lewis,
Steven Kest, and Zach Polett, were legally responsible for the acts of all ACORN
employees. Steven Kest, ACORN’s Executive Director, stated that he, Jon Kest,
Madeline Talbott, Keith Kelleher, Mike Shea, Zach Polett, Helene O’Brien, Amy Schur,
Liz Wolff, and Beth Butler were on the ACORN management council and knew of Dale
Rathke’s embezzlement,”" yet none of these individuals alerted authorities of the crime.
Once the corporate veil is pierced, officers and directors can be found liable as alter egos
of the nonprofit corporation.*®

This report will show that SEIU aided and encouraged ACORN to put pressure on
banks, target political candidates, and threaten public officials with litigation. The nexus
between SEIU and ACORN constituted an agreement between both organizations to

19 Evelyn Nieves, Calif ACORN chapter splits from national group, SAN FRANCISCO CHRONICLE, Jan. 13,
2010, available at: http://www.sfgate.com/cqgi-
bin/article.cqi?f=/n/a/2010/01/13/state/n084633S73.DTL &type=health.
1 John McCormack, ACORN Qualifies for Funding in Senate Health Care Bill, WEEKLY STANDARD, Dec.
21, 2009, available at:
Pzttp://WWW.WeekIvstandard.com/webqus/TWSFP/2009/12/echusive acorn_qualifies_for_1.asp.

Id.
¥ HOK Sport, Inc. v. FC Des Moines, L.C., at 935-36; See also United States v. Bestfoods, 524 U.S. 51, 62

Ralph McCloud) at 5-6 (ACORN_004785-004786) [hereinafter “Ralph McCloud CCHD™].
16 §8.30 Revised Model Non-profit Corporation Act

-11 -


http://www.sfgate.com/cgi-bin/article.cgi?f=/n/a/2010/01/13/state/n084633S73.DTL&type=health
http://www.sfgate.com/cgi-bin/article.cgi?f=/n/a/2010/01/13/state/n084633S73.DTL&type=health
http://www.weeklystandard.com/weblogs/TWSFP/2009/12/exclusive_acorn_qualifies_for_1.asp

engage in fraudulent activities. The fraudulent activity was compounded by ACORN’s
activities with and through its affiliates. The Committee investigation found ACORN
prepared for these fraudulent activities by issuing press releases documenting which
banks caved-in to ACORN’s pressure, through political plans targeting congressional
districts, and via emails and legal complaints reflecting ACORN’s ability to coerce and
compel public officials to meet its demands. These findings reflect a pattern, signature or
“trade secret” common to all ACORN affiliates.

The original ACORN Report discussed how ACORN uses a complex
organizational structure of overlapping nonprofit community initiatives and political
lobbying activities to conceal the partisan political use of taxpayer and private monies
designated for the benefit of society. Moreover, the previous ACORN Report uncovered
evidence obtained from the Form 990’s of ACORN affiliate organizations and internal
ACORN financial documents that demonstrates how ACORN engages in a shell-game of
corporate financing, in which money is transferred from affiliate organizations receiving
federal funding to a national ACORN organization that engages in partisan political
activities. These money transfers enable ACORN to commingle funds and divert federal
monies into partisan activities in violation of federal law.

B. ACORN and SEIU work together as one corporate
conglomerate.

FINDING: There is no distinction between ACORN and any of its affiliates.
Affiliates share staff, funds, office space, responsibilities, and
common controls—there is no real separation between the parts,
making it impossible to consider them as truly separate
organizations. All of ACORN’s non-profit affiliates give
substantial amounts of money to Citizens’ Consulting, Inc., an arm
of ACORN that commingles funds from ACORN’s nonprofit
organizations and transfers this money to organizations to use for
political purposes. ACORN receives large amounts of money from
its nonprofit affiliates without making substantial returns to the
affiliates. An examination of the accounting documents shows the
American Institute for Social Justice (AISJ) appears to be a shell
organization whose purpose is to transfer funds from ACORN
affiliates receiving federal money to ACORN’s national
organization for presumably political purposes.

Since the last update of the ACORN Report, the Committee has uncovered
additional evidence that supports the original report’s findings. Our investigation of
audits of ACORN affiliates from 1999-2004 obtained from the West Virginia Secretary
of State and conducted by the firms of Duplantier, Hrapman, Hogan, and Maher, L.L.P.,
Spilsbury, Hamilton, Legendre, and Paciera, and WIPFL1, L.L.P. shows the following:
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e ACORN and its affiliates are subject to certain common controls that
make it unreasonable to consider them separate organizations.

e ACORN non-profit affiliates all give substantial amounts of money to
Citizens’ Consulting, Inc., an arm of ACORN that commingles funds from
ACORN’s nonprofit organizations and transfers this money to
organizations to use for political purposes.

e ACORN receives large amounts of money from its nonprofit affiliates
while giving significantly less back to these affiliates.

e The American Institute for Social Justice (A1SJ) appears to be a shell
organization whose purpose is to transfer funds from ACORN affiliates
receiving federal money to ACORN’s national organization for
presumably political purposes.

e ACORN files corporate income tax with the Internal Revenue Service yet
fails to file a Form 990, a requirement for non-profit status in several
states, thus depriving the states of corporate revenue.

Each audit statement of ACORN affiliate organizations, including ACORN
Housing Corp. (AHC), Project Vote, and the American Institute for Social Justice (AlSJ),
contains a statement describing transactions between the audited firm and affiliated
organizations. According to this statement, the audited firm and its affiliated
organizations “share certain common functions and costs.”*’ Furthermore, the audited
firm and its affiliated organizations “are also under certain common controls by
individuals who could exercise influence over their day-to-day decisions.”*® In each of
these audit statements, ACORN’s national organization is listed as an affiliated
organization of AHC, Project Vote, and A1SJ.*

Under the Lobbying Disclosure Act, ACORN as a taxable non-profit corporation,
must be separately incorporated, keep separate books, and spend and use resources which
are not part of or otherwise paid for by the tax-deductible contributions to its 501(c)(3)
affiliate organizations.” According to the Congressional Research Service (CRS), “[i]n
cases where an organization creates an IRC 8501(c)(4) organization and an IRC
8501(c)(3) organization, the organizations must be legally separate entities, and their
activities and funds must be kept separate.”

The Committee staff contacted the Congressional Research Service (CRS) to
determine whether similar barriers must be in place to separate the activities and funds of
taxable nonprofit corporations and affiliate 501(c)(3) organizations. CRS stated that there
was no reason to believe that such activities and funds would not have to be separated in
the same way as the activities and funds of 501(c)(3) and 501(c)(4) organizations,

7 Audit Reports of ACORN Housing Corp. (2000-2004), Project Vote (1999-2003), and American Institute
Igr Social Justice (2000-2004) (on file with author).

19 :g

2 Jack Maskell, Lobbying Regulations on Non-Profit Organizations, CRS RPT. FOR CONG., May 7, 2008 at
%
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showing that ACORN was not keeping up appropriate firewalls between it’s tax-exempt
and non tax-exempt portions.

According to letters from the IRS to ACORN affiliates, AHC, % Project Vote,?
and AISJ?* have all been assigned 501(c)(3) status by the IRS. As such, their activities
should be kept distinct from ACORN, a taxable non-profit organization. Since, according
to past audit reports, ACORN shares “common controls by individuals who could
exercise influence over their day-to-day decisions” with their 501(c)(3) affiliates, there is
a reasonable suspicion that ACORN does not keep its activities separate from the
activities of its 501(c)(3) affiliates.

Additionally, these audits support suspicions about the role of Citizens’
Consulting, Inc. (CCI) in concealing the political activities of ACORN. As stated in the
previous ACORN Report, CCl is a nonprofit organization that provides consulting
services, including administrative, financial, bookkeeping, and legal support, primarily to
nonprofit organizations.?® According to testimony made before the House Judiciary
Committee, “[a]ll donations to ACORN or any of its approximately 175 affiliates are
deposited into bank accounts held by CCI. Thereafter, CCI transfers money into various
affiliates.”?” IRC, FECA, IRS and FEC regulations require political funds to be separate
and segregated from tax-exempt accounts and organizations must prove that funds
designated for 501(c)(3) purposes are not used for political purposes.”® However, as
noted in the previous ACORN Report, ACORN’s outside counsel, Elizabeth Kingsley of
Harmon, Curran, Spielberg, & Eisenberg, L.L.P, found that it was difficult to determine
whether funds given to CCI that were designated to be used for 501(c)(3) purposes were
actually being used for non-501(c)(3) work.”

Tables 1, 2, and 3 provide a summary of the data collected from the 1999-2004
audits of AHC, Project Vote, and AlSJ. As these tables demonstrate, CClI receives large
amounts of money from ACORN’s tax-exempt affiliates for “accounting, corporate, and
administrative services.”* From 2000-2004, CCI received a total of $1,263,356.24 from

22 |_etter from Paul Williams, IRS District Director to ACORN Housing Corp., Mar 9, 1990 (on file with
author).

2% etter from IRS District Director to Project Vote, Apr 23, 1988 (on file with author).

24 etter from IRS Exempt Organizations Coordinator to American Institute for Social Justice, Jul 2, 1991
(on file with author).

®1d.

26 Memorandum from Harmon, Curran, Spielberg, & Eisenberg, LLP [HCSE] on Organization Review to
ACORN Beneficial Association, ACORN Housing Corporation, ACORN Institute, ACORN Votes,
American Institute for Social Justice, Association of Community Organizations for Reform Now, Citizens
Consulting, Inc., Citizens Services Inc., Communities Voting Together, Pennsylvania Institute for
Community Affairs, Inc., Project Vote/Voting for America, Inc. (June 19, 2008) at 8-9 (ACORN_004934-
004935) (hereinafter “HCSE Memo”).

2" What went wrong with the 2008 election?: Hearing Before the H. Judiciary Comm., 111TH CONG. 5
(2009) (statement of Heather Heidelbaugh).

%8 Jack Maskell, Lobbying Regulations on Non-Profit Organizations, CRS RPT. FOR CONG., May 7, 2008 at
6.

2 HCSE Memo (June 19, 2008) at 7 (ACORN_004933).

% Audit Reports of ACORN Housing Corp. (2000-2004), Project Vote (1999-2003), and American Institute
for Social Justice (2000-2004) (on file with author).
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the ACORN Housing Corporation (AHC) and
2003, CCl received a total of

$287,792.41 from AISJ.*" From 1999-
$1,061,388.91 from Project Vote.*? Overall, from 1999-

2004, CClI received $2,127,663.13 from three of ACORN’s 501(c)(3) organizations.®
These charts reflect that over two million dollars was paid to a Louisiana-incorporated

nonprofit corporation from three other nonprofit corporations over six years, for

*faccounting, corporate, and administrative services.” Despite the obvious concerns
regarding CCI’s role in concealing the political activities of ACORN, the IRS and the
FEC have failed to take appropriate legal action against ACORN.

Table 1. Summary of Transactions Between Project VVote and
Relevant Organizations

Organization Year  Receipts Disbursements Net

ACORN 1999 $0.00 $18,113.10 -$18,113.10
2000 $0.00 $350,515.81 -$350,515.81
2001 $0.00 $929.00 -$929.00
2002 $0.00 $431,730.00 -$431,730.00
2003 $0.00 $260,101.00 -$260,101.00
TOTAL $0.00 $1,061,388.91 -$1,061,388.91

Citizens’ Consulting, Inc. 1999 $0.00 $53,674.61 -$53,674.61
2000 $0.00 $98,670.87 -$98,670.87
2001 $0.00 $33,203.00 -$33,203.00
2002 $0.00 $140,933.00 -$140,933.00
2003 $0.00 $250,033.00 -$250,033.00
TOTAL  $0.00 $576,514.48 -$576,514.48

31 Id
2 Idl
3 d.
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Table 2. Summary of Transactions Between American Institute for
Social Justice and Relevant Organizations

Organization Year  Receipts Disbursements Net

ACORN 2000 $2,860,660.53  $3,959,122.28 -$1,098,461.75
2001 $3,677,990.20 $4,922,553.82 -$1,244,563.62
2002 $4,013,096.00  $5,857,935.00 -$1,844,839.00
2003 $5,498,519.00 $6,190,079.00 -$691,560.00
2004 $3,403,216.00  $12,822,853.00 -$9,419,637.00
TOTAL $19,456,481.73 $33,752,543.10 -$14,299,061.37

ACORN Housing Corp. 2000 $431,133.27 $0.00 +$431,133.27
2001 $307,500.00 $0.00 +$307,500.00
2002 $634,373.00 $0.00 +$634,373.00
2003 $601,535.00 $43,388.00 +$558,147.00
2004 $491,702.00 $0.00 +$491,702.00
TOTAL $2,466,243.27 $43,388.00 +$2,422,855.27

Citizens’ Consulting, 2000 $0.00 $65,858.48 -$65,858.48

Inc.
2001 $0.00 $94,168.93 -$94,168.93
2002 $0.00 $88,521.00 -$88,521.00
2003 $0.00 $24,244.00 -$24,244.00
2004 $0.00 $15,000.00 -$15,000.00
TOTAL $0.00 $287,792.41 -$287,792.41

Department of Housing 2000 $0.00 $0.00 +$0.00

and Urban Development
2001 $60,000.00 $0.00 +$60,000.00
2002 $176,000.00 $0.00 +$176,000.00
2003 $84,000.00 $0.00 +$84,000.00
2004 $110,000.00 $0.00 +$110,000.00
TOTAL  $430,000.00 $0.00 +$430,000.00

-16 -



Table 3. Summary of Transactions Between ACORN Housing Corp.
and Relevant Organizations

Organization Year  Receipts Disbursements Net

ACORN 2000 $0.00 $89,875.51 -$89,875.51
2001 $10,000.00 $78,617.07 -$68,617.07
2002 $47,400.00 $83,392.00 -$35,992.00
2003 $28,980.00 $97,932.00 -$68,952.00
2004 $20,742.00 $126,681.00 -$105,939.00
TOTAL $107,122.00 $476,497.58 -$369,375.58

American Institute for 2000 $0.00 $431,133.27 -$431,133.27

Social Justice
2001 $0.00 $307,500.00 -$307,500.00
2002 $0.00 $634,373.00 -$634,373.00
2003 $43,388.00 $601,535.00 -$558,147.00
2004 $0.00 $491,702.00 -$491,702.00
TOTAL $43,388.00 $2,466,243.27 -$2,422,855.27

Citizens’ Consulting, Inc. 2000 $0.00 $190,969.93 -$190,969.93
2001 $0.00 $241,656.31 -$241,656.31
2002 $0.00 $249,366.00 -$249,366.00
2003 $0.00 $252,954.00 -$252,954.00
2004 $0.00 $328,410.00 -$328,410.00
TOTAL $0.00 $1,263,356.24 -$1,263,356.24

Department of Housing and 2000 $0.00 $0.00 +$0.00

Urban Development
2001 $17,522.00 $0.00 +$17,522.00
2002 $15,000.00 $0.00 +$15,000.00
2003 $693,522.00 $0.00 +$693,522.00
2004 $2,157,445.00 $0.00 +$2,157,445.00
TOTAL $2,883,489.00  $0.00 +$2,883,489.00

The financial data within these audits shows that ACORN received large amounts
of money from its nonprofit affiliates while giving significantly less back in return,
suggesting wide-spread subversive accounting practices. Based upon ACORN affiliates’
tax-exempt disclosures, there are substantial discrepancies between ACORN’s own audits
and what has been officially reported to the IRS. As tables 1, 2, and 3 demonstrate, from
2000-2004, ACORN received a net total of $369,375.58 from AHC, which is funded by
the Department of Housing and Urban Development and $14,299,061.37 from AISJ.**

From 1999-2003, ACORN received a net total of

$1,061,388.91 from Project Vote.*

Over a six year period, from 1999-2004, ACORN received a net total of $15,729,825.86

34 Id
 1d.
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from three of its 501(c)(3) organizations, whose funds are supposed to be kept separate
from taxable nonprofit corporations like ACORN.

Nearly 40% of the disbursements from three of ACORN’s 501(c)(3) affiliates to
ACORN’s national organization come in the form of gifts and grants for which no real
reason is given for the transfer of funds.®” Between 1999 and 2004, AHC gave 3.10%,
Project Vote gave 29.91%; and AlISJ gave 75.94% of their respective unrestricted
revenues to ACORN.® In the same time period, AHC also gave 16.02% of its
unrestricted revenue to AISJ, which gives large percentages of its own revenue to
ACORN.* The fact that ACORN’s 501(c)(3) organizations transferred such a substantial
amount of money to ACORN’s national organization while receiving far less in return
creates enormous concern about the transparency of these transactions involving federal
funds and charitable donations.

These money transfers are consistent with allegations that ACORN engages in a
shell-game of corporate financing, in which money is transferred from affiliate
organizations receiving federal money to a national ACORN organization that engages in
partisan political activities. The American Institute for Social Justice (A1SJ) appears to
play a particularly strong role in this shell-game by transferring funds from ACORN
affiliates receiving federal money to ACORN’s national organization, presumably for
political purposes. According to audit statements of AISJ, AISJ acts as a “fiscal agent for
other organizations’ that “[f]or certain gifts and grants . . . receives the funds and then
remits the amount received to the designated organization.”*® However, AISJ’s primary
fiscal client is ACORN.*

As Table 2 shows, $53,209,024.83 in funds were transferred between ACORN
and AlSJ from 2000-2004.** ACORN’s national organization was the overall beneficiary
of these transactions, as it received a net total of $14,299,061.37 from AISJ over the
course of a five year period from 2000-2004.® $13,952,234.09 of the total expenditures
given to ACORN from AISJ came in the form of gifts and grants for which no real reason
is given for the transfer of funds.** This dollar amount represents 98.6% of the total
amount of grants given out by AlSJ to affiliated organizations and 95.9% of the total
amount of grants given out by AlSJ overall, from 2000-2004.*°

*d.
1.
% Audit Reports of ACORN Housing Corp. (2000-2004), Project Vote (1999-2003), and American Institute
for Social Justice (2000-2004) (on file with author). It is worth noting that there were some discrepancies in
the revenues reported by ACORN-affiliated entities in their Form-990 statements when compared to the
revenues stated in the audit statement