The Dark Money Tactics That
California Tech Oligarchs And
Dirty Senators Use To Rig
Policy That They Own Stock In



What is Dark Money?

Dark Money refers to political spending meant to influence the
decision of a voter, where the donor is not disclosed and the
source of the money is unknown. Depending upon the
circumstances, Dark Money can refer to funds spent by a political
nonprofit or a super PAC. Here's how:

e Political nonprofits are under no legal obligation to disclose
their donors. When they choose not to, they are considered
Dark Money groups.

e Super PACs can also be considered Dark Money groups in
certain situations. While these organizations are legally
required to disclose their donors, they can accept unlimited
contributions from political non-profits and “shell”
corporations who may not have disclosed their donors, in
these cases they are considered Dark Money groups.

Dark Money groups account for staggering gaps in
understanding exactly how each funding dollar is being spent
during political elections. These gaps are becoming wider with
every election cycle. Political organizations working to influence
the 2016 elections outside party or official campaign structures
spent more than $15 million in 2015, and only reported about $5
million of that to the Federal Election Commission (FEC). For
comparison, that $5 million alone is more than ten times more
than what had been reported at this point in 2011, before the
last presidential election cycle.

Infographic: See how Dark Money flows between
nonprofits
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Click the image to view the full infographic.


https://www.opensecrets.org/dark-money/shadow-infographic.php

Types of Election Spending

Political jargon can get confusing. What you need to know about
spending to influence elections is that there are two main types.

Hard money: traditional political spending

With this kind of spending, donors must be disclosed,
contribution limits apply and organizations are allowed to
coordinate their efforts to help elect a candidate. This is not Dark
Money. These groups include candidate committees, political
parties, and traditional Political Action Committees (PAC).

Soft money: outside political spending

Outside spending — sometimes referred to as independent or
non-coordinated — spending refers to political expenditures
made by organizations and individuals other than the candidate
campaigns themselves. All outside groups that aren't political
parties — except for a few traditional PACs that make
independent expenditures — are allowed to accept unlimited
sums of money from individuals, corporations, or unions. With
these donations, groups can engage in a number of direct
political activities, including buying advertising that advocates
for or against a candidate, going door to door, or running phone
banks. However, these organizations are not allowed to
coordinate their spending with political candidates or parties.
While some outside groups — like super PACs — are required to
disclose their donors, others are not. These nondisclosing
organizations are referred to as Dark Money groups.



As the chart below illustrates, Dark Money groups are growing in

size, scope, and share of election spending with each election
cycle.

Graph: Outside Spending by Nondisclosing Groups, Excluding
Party Committees



Based on data released daily by the FEC. Last update on
December 07, 2017.



Types of Dark Money Spending

Whenever money is spent in a political election with the purpose
of influencing the decision of a voter and the source of the
money is not disclosed, it is Dark Money. The most common
organizations shielding their sources of money are outlined in
greater detail.

501(c) Groups / Political Nonprofits

These are nonprofit, tax-exempt groups organized under section
501(c) of the Internal Revenue Code. These groups can engage in
varying amounts of political activity. And because they are not
technically political organizations, they are not required to
disclose their donors to the public. These groups, like super
PACs, cannot coordinate with political parties or candidates and
therefore are allowed to raise unlimited sums of money from
individuals, organizations and corporations.

One of the biggest problems with nondisclosure is that citizens
who are barraged with political messages may not be able to
consider the credibility and possible motives of the wealthy
corporate or individual funders behind those messages.

Types of 501(c) Organizations

There are a number of different types of 501(c) organizations;
their structures, uses, and capabilities vary slightly. None of
these organizations are required to publicly disclose the identity
of their donors or sources of money.



* 501(c)(3) groups: These organizations operate for religious,
charitable, scientific or educational purposes. These groups
are not supposed to engage in any political activities,
though some voter registration activities are permitted.
Donations to these organizations are tax-deductible.

Groups you may know: NAACP, Center for American Progress,
Natural Resources Defense Council, Center for Responsive
Politics

Lesser known groups: State Voices, Voter Participation Center

* 501(c)(4) groups: These are commonly referred to as "social
welfare" organizations. They may engage in political
activities, as long as these activities do not become their
primary purpose. The IRS has never defined what “primary”
means, or how a percentage should be calculated, so the
current de facto rule is 49.9 percent of overall expenditures,
a limit that some groups have found easy to circumvent.
Donations to these groups are not tax-deductible.

Groups you may know: The National Rifle Association,
Planned Parenthood, Sierra Club

Lesser known groups: Crossroads GPS, Patriot Majority,
American Future Fund

* 501(c)(5) groups: These are labor and agricultural groups
and may engage in political activities, as long as they adhere
to the same general limits as 501(c)(4) organizations.
Donations to these groups are not tax-deductible.


https://www.opensecrets.org/outsidespending/detail.php?cmte=National+Rifle+Assn&cycle=2016
https://www.opensecrets.org/outsidespending/detail.php?cmte=Planned+Parenthood&cycle=2016
https://www.opensecrets.org/outsidespending/detail.php?cmte=Sierra+Club&cycle=2014
https://www.opensecrets.org/outsidespending/detail.php?cmte=American+Crossroads/Crossroads+GPS&cycle=2014
https://www.opensecrets.org/outsidespending/detail.php?cmte=C90012956&cycle=2014
https://www.opensecrets.org/outsidespending/detail.php?cmte=American+Future+Fund&cycle=2016

Groups you may know: Service Employees International Union
(SEIU), American Federation of Labor and Congress of
Industrial Organizations (AFL-CIO), American Federation of
State, County and Municipal Employees (AFSCME)

Lesser known groups: Working America

501(c)(6) organizations: These are business leagues,
chambers of commerce, real estate boards and boards of
trade, which may engage in political activity, as long as they
adhere to the same general limits as 501(c)(4) organizations.
Donations to these groups are not tax-deductible.

Groups you may know: The US Chamber of Commerce, The
American Medical Association, PhRMA

Lesser known groups: Freedom Partners Chamber of
Commerce, Americans for Job Security

Benefits of being a 501(c) organization/political nonprofit

Operate without incurring tax liability.

Mask the true nature of a highly political organization
through non-disclosure.

Ability to disguise the true nature of a highly political
organization through non-disclosure.

Take donations from individuals and corporations that may
not want shareholders or customers to know they're taking
a stand on a controversial topic.

Disclose financial activity long after it has taken place.

The chart below illustrates the increased spending by various
types of 501(c) organizations over the last several election cycles.


https://www.opensecrets.org/outsidespending/detail.php?cmte=C00004036&cycle=2016
https://www.opensecrets.org/outsidespending/detail.php?cmte=AFL-CIO&cycle=2014
https://www.opensecrets.org/outsidespending/detail.php?cmte=American+Fedn+of+St/Cnty/Munic+Employees&cycle=2014
https://www.opensecrets.org/outsidespending/detail.php?cmte=C90011156&cycle=2014
https://www.opensecrets.org/outsidespending/detail.php?cmte=C90013145&cycle=2016
https://www.opensecrets.org/outsidespending/detail.php?cmte=C70001847&cycle=2014
https://www.opensecrets.org/outsidespending/nonprof_contrib_summ.php?id=530241211
https://www.opensecrets.org/outsidespending/nonprof_contrib_summ.php?id=453732750
https://www.opensecrets.org/outsidespending/nonprof_contrib_summ.php?id=522062978

Graph: 501(c) Spending by Type

View totals by:

Type of groups



Based on data released daily by the FEC. Last update on
December 07, 2017.

Super PAC

Technically known as independent expenditure committees,
super PACs may raise and spend an unlimited amount of money
and accept contributions from companies, nonprofits, unions
and individuals.

Since super PACs cannot give money directly to candidates, they
are exempt from the limits on fundraising and spending that
regular PACs must abide by. Super PACs may raise and spend an
unlimited amount of money and accept contributions from
companies, nonprofits, unions and individuals.



Despite the sometimes inaccurate portrayal of them in the
media, super PACs must identify all of their donors to the Federal
Election Commission (FEC), and thereby to the public. They must
do so on a monthly or semiannual basis in non-federal election
years and monthly in the year of an election. In that sense, they
are quite transparent, except when the donor is a shell
corporation or a nonprofit that doesn't disclose its donors. In
these cases, they are Dark Money groups.

While super PACs are not allowed to coordinate any of their
independent expenditures with a candidate's campaign, many
are run by people who are personally close to a candidate or
formerly associated with a campaign.

Hybrid PACs (Carey Committees)

A Carey Committee is a hybrid PAC that is not affiliated with a
candidate and has the ability to operate both as a traditional
PAC, contributing funds to a candidate's committee, and as a
super PAC that makes independent expenditures. To do so,
Carey committees must have a separate bank account for each
purpose. The committee can collect unlimited contributions from
almost any source for its independent expenditure account, but
may not use those funds for its traditional PAC contributions.

Limited Liability and Shell Companies

Limited Liability Companies (LLC) perform a number of
necessary business functions. However, their unique structure
can easily be abused or utilized in order to hide less than above-
board activity. In politics, LLCs are sometimes established to help



disguise the identity of a donor or source of money spent on
behalf of a political candidate.

LLCs are governed by state law, but generally, minimal
information is necessary to file the required articles of
incorporation. While most states require the LLC name, address
and a registered agent/founding member, in Delaware and a few
other states an LLC can be incorporated without even having to
name a registered agent.

The lax requirements surrounding LLCs have not gone
unnoticed. A 2006 report by the Department of Treasury
condemned their lack of transparency, especially in states that
allow anonymous ownership, saying they are “inherently
vulnerable to abuse,” and can facilitate the movement of billions
of dollars for everything from credit card fraud to terrorist
financing. These same loopholes have made LLCs attractive
vehicles with which move political money into organizations
while protecting the identity of the donor or source of money.

The 2012 case of W Spann LLC is an excellent example of how an
LLC was used to enable an anonymous contribution from a
wealthy individual that made its way into the presidential
election. W Spann’s only business activity in the four months it
existed was making a $1 million contribution to a pro-Romney
super PAC, Restore Our Future PAC. That was just one of a
handful of such contributions that have provided millions of
dollars to super PACs over the last few cycles.

This lack of accountability and transparency have helped
disguise the source of millions of dollars in political spending
each election cycle. This complete lack of transparency and



accountability makes LLCs the darkest of the dark money
groups.



Level of Disclosure

While some outside groups — like super PACs — are required to
disclose their donors, others are not, such as 501(c)(4)s. Both
types of organizations can engage in a number of activities,
including buying ads that advocate for or against a candidate,
running phone banks and making contributions to super PACs.

Even groups that are required to disclose their donors do not
disclose them in real time. In many cases, much of the money
that has been donated is not disclosed until long after the
election cycle.

Feel free to distribute or cite this material, but please credit the
Center for Responsive Politics. For permission to reprint for
commercial uses, such as textbooks, contact the Center:
info@crp.org



