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Ashland4 011 Com~tny

STAF? RNWORT

Thi ~M~tXva-opened otebi#of an arile

*Appearing ih: t '- 'tw YoZk Times o6, Xaust 9,17, .

-The issue -inv ve was-whether a report.fl4b ~ sln

t o 3Cmp with the Securities and ExchangeCoiio re

vealed violations of 18 U.s.c. 5610.

C

C

B. .Report

Analysis of the Ashland Report and supplemental phone

conversations with Securities and Exchange Commission staff

members confirms that Ashland's political gifts are protected.

by the three year statute of limitations.

C. Recomimendation

This case should be closed because of the7 saute of

limitations.

Orlando B. Potter ohn G. MQ
Staff Director General Co" se.

DATE: ~p j~b



MEMORANDUM TO tephen Schachman

FROM: David R. Spiegel

SUBJECT: Ashland Oil (CA-02775

Upon further review of, this CA I am now, v &
that it probably can be close6d In tho-not too distaat
future. I base this on a conversation with. Joel-GaUniy.

S of the SEC on January 7, 1976,i which: he advike m T
he is 95% sure that all of the revelations cofteerning

C Ashland's political gifts are protectdby the Ithretb
year statute of limitations in 2 U.S.C. S455. ?his' would
fit the pattern for other similar..mea oulpas involvi--n

now large corporations.

I will make a firm recommendation once I examine the
report put together by Ashland on this subject. Gallay

S is sending me the report today.

Regardless of what we do with As and, I think we
cshould look closely at the patterns vealed by the report.

There may be some lessons/useful le ds in it.



*FEDERAL. ELECTION COMSO
1325 * STREET
W ASHINGTOND.C. 20463

February 3, 1976

TERMINATION REPORT

CA-027-75

Allegation:

Report:

Recommnendati on:

Illegal corporate contributions may
be exposed in a report Ashland Oil
filed with the SEC.-

The SEC con'irms that Ashland's
political gifts are protected by
the 3-year statute of limitations.

The techniques used by Ashland to
make illegal corporate gifts are
listed on the attached sheet. This
case should be closed because of the
statute of limitations, but the
techniques used by Ashland should
be used as a guide to investigate
other allegations of illegal
corporate gifts.



TECHNIQUES USED BY ASHLAND OIL

FOR MAKING ILLEGAL CORPORATE CONTRIBUTIONS

1. Wire transfers. Wire transfers are electronic transfers
of funds. In the Ashland case, they were made from. a,
U.S. bank. These transfers were used to move funds. from
one account of the corporation to another, in a foreign
country.

2. Cash transactions. Many transactions involved transfers
of large sums of cash. These were usually obtained by
corporate checks drawn to "bearer" or to "cash".

Im- 3. Advances to and reimbursements to employees. Employees
*were either advanced money to make corporate contributions
or made contributions from their own funds and were reim-
bursed.

-4. Payments for consultations. Corporate payments for
1consultations' were often payments or reimbursement

C for political payoffs.

5. A single corporate contribution would often involve
several of the above techniques, for example

C (a) A wire transfer would be sent to country X.

(b) In country X an employee would cash a check
N drawn to "cash" or "bearer"

(c) Cash would be delivered to a person as a reimburse-
mnent for a contribution already made or a "consultant"
would be paid off in cash.

(d) All funds would be charged off to "explorations" for
oil.
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AI2~ega

'Report~:

- ROCOmbued atidn: ''The thniqueo . used by Ahi~nto t1 t ,,
illegal corpor~te gift' aw listdo the
at tached. sheet. This case s4hougd -be closed
because ..of the statute of Uuditationsl but
,the technique used by Ashland shOUld: be
uised as a guide._ to invextigate other alle-
g,-ations' of illegal, corporate: qifts.

P%
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U ,he th~ do~ t* .ybank~ These t~raanfrs 0-e U64:to l-v
account of thie corpration t o aniii6 ~ '

2.0 o ty Many trasactio 5

O r~ate-cheek a di ,to arer" or to dash

3. Va4nezs to and **asa t t Vec~e.~w~V#
vez~e eit~r a4~apc4 any to 014akO dZ~ra*~t*b2O1

or mrade. ntribu-tioLlns -fro their onfujnds an
C imtbursed,.

4 0.&PYlanto for' consultations'. Corporate payments for
OEM "consultation" were often payments or reimbursement for

political payoffs.

5. A single corporate contribution would often involve several
of the above techniques,, for example

(a) A wire transfer would be sent to country X.

(b) In country X an employee would cash a check drawn
Nto *dash" or "bearer".

N(c) Cash would be deli.vered to 'A' person as Areimbuzen
for a contribution already made or a "consultant"
would be paid off in cash.

()All funds would be charged of f to "explorations" for
oil.



Agust, 20" 1975

Re: Ashland Oil
CA 027-75

on August 20, 1975, 1 talked with Dave 0ouh", r 7
of the SEC. He indicated that he thought there wbf
contributions directly from corporate Tunds to p"
ticians after 1972. Mr. Dougherty indicated that tboto
would be a considerable amount of information a i1e
and the best manner for us to become familiar~ihi vit'
matter was to talk with the SEC attorney handling' h--
case. The SEC attorney assigned to the case is Joe
Gallay (755-1968) and I will contact him Tuesday,:
August 26, 1975--Mr. Gallay is out of town.

te& en chmFan

cc: Lan Potter
N Jack Murphy

Peter Roman
(original to Drew McKay)



August 2?, 1975

MEMORANDUM TO THE FILE

Re: CA 027-75

On August 26, 1975, I spoke with Joe Gallay of the,
SEC. Mr. Gallay informed me that Ashland and three ofticers
entered a consent and understanding on May 16,, 1975. 'he
SEC was allowed to continue its investigation and Ashiland was:
required to file certain reports--one of the reports included

M a schedule indicating the recipients of the illegal cor'porate
contributions. The report of recipients is in two volumes
and Mr. Gallay will make the same available to us on August 27,

1975.

dump Mr. Gallay said we should consider that 5602 and S603
of Title 18 have five-year statute as opposed to three-year.

- We discussed our lack of primary jurisdiction over those
sections. Mr. Gallay will also set up a meeting where we can
take a look at various and sundry files of numerous other
corporations involved with allegedly illegal corporate
contributions.

SteLe Shachman

cc: Lan Potter
Jack MurphyMI
Peter Roman
(Original to Drew McKay)

"WAA



FEDE IRAL ELECTION COMMISSION
1325 K STREfT N.W.
WASHINGT0N*0tC-20463

October 16 s 1975

mr. Stanley Sporkin
Director
Division of Enforcement
Securities and Exchange Conmission
500 North Capitol Street

SWashington# D. C. 20549

Gom Dear Mr. Sporkin:

L. The Federal Election Comission formally requests
co access and permission to reproduce copies of relevant

portions of the Securities and Exchange Commission's
-investigatory files concerning Ashland Oil, American

Ship Building, Phillips Petroleum, 3-Ml, and Northrop.

Your cooperation in obtaining Commission approval
for the above request is deeply appreciated.

sincerely yours,-

Stephen Schacbinn
Assistant General Counsel

cc: Mr. Tom Loughran

14 ?104,

J

p
7



TO

PRIKM ROM

DATE: August 11. 1975

SUBJECT: ASHLAN4D OIL

In view of the widespread publicity' g1e, h ~W~;. ontbain
over the past weekend,, Ia wondering. whether the. Cndsiori *bel b16 Jtaking
formal note of the utter and preparing a plan of a&LtIM As-to how it is

S going to respond. Possibly, this has already been con temp)*ted, i ewof
the preliminary contacts with the SIC, in which case my c:; sma be

- academic.* If not, however, it does seem to ma that we might' cnider
putting a proposal before the Comission in some form.

The first question really is whether the SEC is In-fact going to make
formal referrals to us of matters which may be under our jurisdiction.

- Even if they do not, we could well have an inferred responsibility under our
evolving policy of taking action on matters on which there is widespread

C public notice. In this case, of course, most of the matters reported in the
r~press relate to past transactions that pre-date the cutoff tine of the new

statute of limitations, although there were 3 ambiguous cases in the New
SYork Times article which I circled, attached, in which no date was given.

O The corollary question is why the Ashland report stops in 1972; there
is room for speculation as to whether this might have been a cutoff date

?~of convenience arranged with SEC to avoid possible further embarrassment
of persons who may have received corporate contributions after the effective
date of the statute of limitations. In that case, there would be a substantial
question for the Commission to decide as to whether it should now undertake
to make its own investigation to determine if Ashland continued any of these
practices since the effective date of the statute of limitation and if so,
to refer further violations to the Department of Justice.
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FINIAL JUI)CH3COr A0411

MHAl OlL. e C

Deofendants. t
I______

Plainitiff Se ~curities and lxchango Comwision. having auly, todubnt

this ection by filin&Z its complaints ond .defendafbt Ashland Oil's UC.1

having Pp'Oared r-1 'Admitttd to the iurisdittion Of this Couvt o~r 1

and *vvl tha Cubect rattc! of t0.i9 actions havilit waived thse nisaking of

any findings of fact or ConClUSIOne Of laW, before the takingt of my

testituiny Ln trluhout trial or adjudication of any iscue of fact 0? low

herein, vithnut k.c2itting or denying the atle~atiols of the COPint.

having; c,?~cntcZ to the entry of this Final Judpr-eft and Order of PCrt*,,nL"

Injunctionl cc'ntiued in the "Consent" and having, entered into an UdTMIf

contain.-d in the "Un.ertakiflg" both annexeid hereto and incorporated hereb'.1

It is heroby

ORD M11 *DD, ADJI').-.D A.ND DECREELD that:

Defendcnt Ashjl:!jnd Oil, Inc., its off iceral atrens, serv'fltse

enlortCor., directors. successors, assifLna, affiliatcs (as &(load in

3.7(~FI ~~.D12-(~i),bubsidiarics, (as defined In 17 CF?.

and attcrr.'ys, aim' teacl of tlicn. and theseo persons5 in aLctr concert or

part ici on~ vni' thon are hereby perv.inc'1ty enjolined frc-u;

A. usair or siding and abettine the use of torporata funds of

Ashland 011, In~c., or any of its of filiatcs or a.,bsidiorif- f or %alav.fU1

pult S;' ~"'~ i i fw~or oth.,r similar unlai.'ful pisrposus$;

UI. Vjla;t iv~r. S.eicso 11(n) of the Sceuritier, 1.

1934. )5 U.S.C. -n.'~ ::d 1Utie~ 22b-20 and l3a-. VP141

C

C



p.,~ V 9or to Its~t6 aII fi$.4d#* (10t~n itt uti whic

swr Ad. t w , 41,01 ray~ t f~~atn'r~

0A(U) St.-fib % 4 bona fide cost or experave of Avillan4Ol g.

of any of Its at fili.3tes or staboi dia rivi n pi~o

disburticoaont. or tr.nftuih nfc a~ fox,

$4 unlawful political coritributiono'or other udowfgl

~ 4) osat to'state tile nature and extent of any expowdtsre of

corpoorat funds for unlawful political contribiaoIom

or other unlawful purposes;

(C) omit to state the extent to which any of ficore e'vivoo t

director of Ashland 0il, Inc., or any of Its aftliates.

or sulosIdiarles, has used or aided and abetted the use

of corporate funds for unlawful political contr tv tions

or other unl~wful purposes, and to Identify such. off tcer,

erp~oyce or director;

C(d3) orit to state the nature and extent of false or

fictit&.sc entries, If any, in the books and records of

Ashland 0ii1. Inc., or any of its affiliates or subsidiaries,

C the nature anZ extent of any fund of corporate wonies or

Other ei.setz vhIch has been cstablinhed or maintained without

beint Dally .-ad properly accounted for on said books and records.

or thec nature and exct.nt Of PAYnentS, disbursements or transfets,

If any, whIich have bren made h ore from;

( vv'it to stnte the extent to ulaich any officer, employee or

dirv~ctot cof A~.hlandI 0il, Inc., or any of its affiliatell or

subh$&ikiav, has made or aldet) and abetted the nakin. of

faagio or fictitious entric-s, If any, in) the books and records

of MllI l11,itc., or anty of its affiliates or subilarigs,

or bins c .:ahll5tted or msaintainc.J. or asided and tbettcd Lte

ta .,bi ~ or nmalateLn.nc t or)? ani1l V41

4! I



C

"Vttt or other i~tu tswihit has a-at: bcemi tu1

ptp.vr y accounIt. cA (it onl nid and recurqi*t

NOWu~ uzat6. or aided and abeted ' the fts.k I tie, pqofvmti. ~~m.~

or tansdevus It any, tlerecrram. .ini) to Ident I Iy cUd. A ig

cmpoloyee or~ director; or

(f) G-Aft to gta~fe the nature of and extent to wih transfers or

disbur;v.nts of miaterial orionts of corporarato tha*c i Any, were"

or could be affected without, the application. of AdoqPato* atcountifla

or auditing procedures or sufficient con~trols to insurA that

such transfers or disbursements were actually made'for tho

purposcs Indicated 1n the books and records of ASIUI or any

of Its affiliates or subsidiaries, or without Adequate -records

and controls to document whether services provided I

connection therewith were comment;urate with the asounts paid.

C. viola~ting Section 14(a) of the Securities Exchange Act of 1934,

is U.S.C. 57in(a) and Ihile 14a-9 thereunder, 17 CIX 5240.14as-g, by

using~ the r~;is% or mcans and instru--entalitics of interstate co~ere

to file or aid. and 4bet. theC filing with the S.'curities and Exchailfe Corzission

of definitive copies of proxy statements or to solicit. proxies from shareholdcrs

of Ashland Oil, Inc., or any of its affiliates or subsidiaries$ by iseans

of prny~:).*, L-'e:nts which are naterially false and misleading in that,

scong othior Lhin~s, they:

(a) onit to state the nature and extent of any-.expenditure of

corporate funds for unlawful political contributions

*or other unlat'ful purposes;

(bi) 0.Ist to state the extent to which any officer, employee or

director of Ashland 0il. Inc., or any of Its affiliates or

sub: 1hi.rics, has used or a1dod aind ahvt'~ed the Use Of

Corp.urote tu%%es for unlawful politieal contributions or other

unlawful ptir).anes. and to idecntify s~uch officer, employee

or dl reLor; FERIEPTLECION4 CoMISSIM!

1, r~t.a

F Fo, Pi 1, t



C

Co*t $41** aly lot.* tho .ok- n a fA

or' any of jis; OrntI3I artws or Subnidtart.4, Itm :"at~e~n t.t

Of any fund of corivoratte MoniC3 o r othttor *$1s4to *4b has boon

established or maintained without being fully 644 propotly

accounted for on said books and. records, or tho nature, 04s

extent of payments,, disbursements or transfers, if Ay bI!Ch

have been made, therefrom;

(d) omit to state the extent t o %th Ich any o ff Ieor , employee

or director of Ashland 0il, Inc., or any of Its aftftateS

or subcdiaries, has made or aided and abetted the making

of false or fictitious entries, If any, in the books #a4

* records of I-shland 0il, Inc., or any of Its affluates, or

subsidinries, or has establishcd or maintained, or aided and

'abetted the establishbment or naintenance of any fund of

corporate motie% or other assets which has not been fully acid

properly accounted for on said bool~s arnd records, or has made

or aided Lrnd zbetted the caking of payments, dichuracricats, or

transfers. if any, therefrom, and to identify such officer,

criployce or director; or

(e) omit to state the nature of and exrtent to which transfers or

divbursem-nts of material amounts of corporate funds, If any, Wave

or could tic effected without the~ application of adequate Accounting

or Lauditivi; procedures or sufficient controls to Insure that

such tranrcfers or di-burseme~nts wecre actually imade for the

Prc:Sii~dicaLed in the hovLs and rccordr. of- hSHLAND,-or aiiy

of it-, affiliates or subsidiaies, or without adequiAte records

and controls to ducu.-wnt whether zervices provided In conn.:ctioii

t;icvrevth we~re conii~n:n-uratc with the 41 0JPftflT1l n~AISIu
D. riak~nv cr alelIng4 and abtti~ng tho' tujkinr, c8EPj1ILj1LaP'

or fiv i i'iO;.n .ii. In the bucikn and rvc( rds of MA if liWL

of S t; Ai i;lla ~r:,hc ai:4 Or r eth i~ti or maIntaminine , or aldlnig'

and 111ett III,% I lie vata,1'i Iticit or ti1nL eum~c of any fund of corpiorats- oftsalv'4



041sr wi4s Jjl Its nut i£uZly and p~roperly recor~dod an 0# b 4

vvcord3'., t: fie, OrV Adis, EIIJ M40t~e~ 1,~ it; of

dt~rsea~nsor transfers LhOcroa. .

O)1DW'JD. ADJUDGED A%:!) TnCI~Jt~ O the aplaOIIt 44Co .t A"

"Undertakinc" be and the Bse hereby are incorporated heraotk oith the

sowe forc and effect as If fully set forth harain.

IT IS FUXTR OlUDCItD that* If the termes of said "UndertakLs" art aet

corplied vith and Irplcrmented by Ashland Oil$ Inc. to th tigiL Satsfa~con

of the Securities and Exchange Coemission, the SccurlM and Kftchane

Cotisicon way apply for appropriate relief.

IT IS FURTHER ORDIr.ED that this Court shall retain jur$.adieioa art

this matter f or all purposes*

b~ated:

at Washington, D.C.

United States District Judge

AC1RLEtD IS TO ?OrM1.

Cravath, S-alne & Mo~ore
One Chase! -'aAihrttzn Paza
New you:, New) York 10005

(tornezz for ))efenh!3nt IAshlind Oil, Inc.

Securities and Exchanj~c ~Com-misslon
500 l:ornh C.pit,)1 Street

)Robuyf\. 11)-.1) A;

Attorlyo~'y fur 'Pdi11Lff(P

Socurfti&n -and cocmision

om1IiRUE COf
OFFICE O 013 '31MALCRRU

0

C

C



or couuuittees acting-on their behalf:'

through December 31, 1967

2. $25,*000

*3. $12,*000

4. $12,000

5, $ 5,000

6. $ 2,500

$66,500

John C. Watts (Democratic
Member: House of IRepresentatives,
Kentucky)

Michael J. Kirian (Devocratic.
Membert House of Representatives,
Ohio)

Louie B. Nunn (Republican Candidate;
Governor, Kentucky)

Louie B. Nunn (Republican Candidate:
Governor, Kentucky)

Henry Ward (Dev~cratic Candidate:
Governor, Kentucky)

Charles Gartrell (Candidate: Mayor,
City of Ashland, Kentucky)

ii. January 1_, 1968 throgh December 31 f 1968

1. $100,000 Richard M. Nixon (Republican
Candidate: President of the
United States)

2. $30,000 Ro~bert Short (For use in the 1968
Democratic Presidential Campaign)

3. $3,000 Birch.E. Bayh (Democratic Candidate:
U. S. Senate, Indiana)

N

Ciotal



4. $ ,00

5. 1 24*000

R. Va~o I
WI ~

Katherine Peden (Demiocratic

6. 6,000 Marlow cook Dinmex Committee
Candidate: U., Sl.,Senate, I

7. $ 3500

10.$ 15000

Milton R. Young (Republican C
U. S. Senate, North Dakota)

Charles E. Chamberlain (Republican
Candidate: House of Representatives,
Michigan)

Michael J. Kirwan (Democratic CAlldae
House of Representatives, Ohio) -

John C. 'Watts (For use in the 1968
Democratic Congressional Campaigns),

11. $ 20,000 Ned Breathitt (For use in the 1968
Kentucky Democratic Congressional
Campaigns)

12. $ 3,000 James A. Mhodes (Republican Candidate-,
U. S. Senatei Ohio)

13. $ 3,000 Arch Moore (Republican Candidate:
Governor, West Virginia)

14.

TOtC
T%.,.

$ 10000

$237s500

Purchase of tickets for numerous
political fund raising events (estimate)

P- iii. January 1, 1969 through Decerber 31, 1969

1. $ 10,000 Allen J. Ellender (Democratic6
Member: U. S. Senate,
Louisiana) 1

2. $10,000 John C. "Watts (Democratic Mern4

House of Representativesr KV-

3. $10,000 Michael J., Kirwan (D7eocratic OFFICE of i~UM
Memiber: House of Representatives,
Ohio)

I

9.

C



4. W 8O, JO~i Nuwn

S. $ 500. Charles W.heeler I%4
ItepresentatiVe*;

$ 8,000

$ 45,300

Amounts expended in: connection wi,
numerous state' legislative camp,

iv. January 1Z97 0

1*
through December 31, 1970

1.$30e000 Robert Strauss (For use by the
Dexrcratic N~ational Committee)

2. S .2,500 Citizens for Humphrey (Democratic
Candidate: U. S. Senate,
M~innesota)'

3. $1,500 Charles E. Chamrberlain (Republican
Candidate: House of Representatives,,
Michigan)

4. $ 8,000 Bert Combs (Candidate, Der~cratic

Nomination: Governor, Kentucky)

S. $ 50000 John J. Gilligan (Democratic
Candidate: Governor, Ohio)

6.* $ 5*060 Roger Cloud (Republican Candidate:
-Governor, Ohio)

7. $ 5,000 John McDonald (For use in Township

Supervisor's election, Niles, Michigan)

8. $ 4,700 Amounts expended In connection with

numerous state legislative campaigns

9. $ 1,000

$ 62,700

Purchase of tickets for
fund raising events

various political

L~ E114 f ERN

-3 -

6.

tta,

CV

C

C

N

N

Total

Los



January j- 1971 throogh 'Dec ~be r 31,* 19-4

1$ 13s.000

.4

$ S5,000

3. $19000

45. .N8,000

$ 29,500

Wendell Ford .:(Democrat ic, Candida~
GovernIOr,- Kentucky)*

Thomas Do Emberton (Republica
candidate: Governor. 1(entucky.)

Charles Wheeler (Republican Candidate
Kentucky State Senate)

Everett Reeves (Candidate: Mayor,
City of Ashland, Kentucky)

Amounts expended in connection with
numerous state legislative campaigns

vi. January 1, 1972 through December 31, 1972

1. $100,000

2. $ 20,000

3. 1$ 10,000

Finance Co~aittee to Re-Elect the President

Robert Strauss'(For use by the

Derocratic. National Co=,.ittee)

Louie B. Nunn (Republican Candidate;
U. S. Senates Kentucky)

4. $ 2#500 Charles E. Chamberlain (Republican
Candidate: House of Representatives,,
Michigan)

S. $20,000 Arch Moore (Republican Candidate:
Governor, West Virginia)

6. $ ,800 Amxounts expended in connection with
various st:ate legislative campaigns

7. $13,-000 Purchase of tickets for vairiou= Political
________ fund raising events

$171,300

am4 -

Total

N

-0

:1

Total



ributiOLons channeled by

as follow ,

1.$5,000

2. $ 5,00

3. 5,00

4. $5,000

5. $: 5000

6. $5,0000

7. $5,000

a. $5,000

9. $5.0000

10. 50000

11. $5,0000

12. $ 50,000

$j 50 0L0

* The ZMcfliz; Report states that
assist unidentified candidates.

~The M~cNelis Repor.t states that
re-elect a Democratic Congress.

U. S, Senate, New M4exico)

Gordon Allot (Republican Candidat*:
U. S. Senate, Colorado)

Ed Edmundson (Democratic Candidt,,
U. S. Senate,, Olahoma)

Jam~s 0. Eastland (Demcratic CandL&tae:'
U. S. Senate, Mississippi)

Carl T. Curtis (Republican Candidaito:3
U. S. Senate, Nebraska)

Jack R. Miller (Republican Candidate:
U. S. Senate, Iowa),

John J. Sparkman (Dezrocratic Candidate.-
U. S. Senate, Alabama)

J. Bennett Johnston, Jr. (Democratic
Candidate, U. S. Senate, Louisiana)

B. Everett Jordan (Democratic Candidate%
U. S. Senate, North Carolina)

Allen J. Ellender (Democratic Candidate:
U. S. Senate, Louisiana)

Allen J. Ellender (Democratic Flerber:
U. S. Senate, Louisiana)*

Wilbur D. Mills (Democratic MeMber:
House of Pepresentatives, Arass

#aflta
Senator Ellender was to use-these funds to

Rep. Mills was to use these funds to help

Eft

Totai

am 5 -



-- 9 riAbu14iSi0, ts to the Sch, 4tor ~Iry Ci00i

50 1 diino U Cet tber, 197t
bee~f it of.,.ena tor Humphrey' $eaora ampaiqn, otherIdentified conltributions made, by' Erickso fro onobr 1
throg 1972 are as follo~ws:

1970

October:

November:

i972

Jlanuary:

April:

June:

Septem~ber:

November:

Citizens for Humphrey
Read for Governor

Com~ittee
Citizens for xarth

Arndcrson-Huznphrey Dinner
Commui ttee

Governor Anderson Dinner
CO M.,ittee

Washin~gton County
Governor's Club

Dean Meredith

Humphrey Dinner
Committee

Qule Dinner Committee

Senator Humphrey
Reception

Mondale Volunteer
Gonm. ittee

DF'L Victory Commttee
Friends of Skip
Humphrey

$2,500.00

500.00
300.00

200.00

400.00

200.00

50.00

500.00

100.00

864.6S

600.00

200.00

100.00

Friends Of Humphrey

Total

me 6 -

."o

Cv

C* I

1973

January:

$6e764.65



- George, C. ~i

to Ser ator J~ohn G.14t

Amounts reimzbursdt the Cbrp~z~ton)
coznritteesor candidates aei as

Jaly# 1973 - Refund from
Finance Committee to
Re-Elect the President

April I.19.75 -Refund'from
Iouisi)'il ?Nw for TI. s.
Senate-Cewittee.

April, 1975 - Refund from
Charles E. Chamberlain

May, 1975 - Refund from
Kentuckians for Senator
Cook

May, 197S - Iefund from
Thomas D. Lmberton

follows:

$100, 000.00

86 000. 00

5,500SO.00

4o*743.00

14,803.22

723-,046.22Total

4M7 -
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I.:7

L I~C flloing proceedings by govrdeto:'-

ar .ot mnaterial legal proceedings Wit" eidtti

regsat an le it is rot PO~il to is~it b

o~icore, egistrant believes that ifall uldh pree~be

were decidied adcversely to the Itegistrat ths

no ateialeffcton the Registranlt' s bustflsS or its'

cnsoiae fiancial positioll; howvr ouc proIAS.n

have been Itdeezre"mtrilb 
ntrnir af tis

Itemn 3 and are hereby reported pursuant to ISai nt

ti on:

A. Th f~lo~lfg proceedings by government a.uth"ri

ties have c.rriecd

1) Fifteen (15) administrativeS ciil penat pur-

- eedings before the United Sae os ur

forthealeged dischiarge of oil.- ~jssue genter-

ally involved is whether 4e>tat' 
od~

violated 3 3 U.-S.-C.- 13 21 (b) ()

(2) one (3) administrativ civi pnlt Pro-n

before the United States I-vr~letaol Po-

tection Ag cfcy fo0 th leed violatol o

unleade gamln farketiflgo regulations -

issuC eeally involved is Nhte onuto

isuegiSent constituted a violationI of 40 CFR

B. Te fflowng re~iUSWreprted 
proceedings by

governmental authorities have beentrintd

(1) ne () Co~t Gardcivil penalty proceeding

geerlY involvinlg the issue Of w'hethr eg

teral cocl iltd 33 U.S.C. 1321 (b) (3)

(peiUSly reportedI in Registrns 
terf d -

for the month of October, 1940wstemnae

onJue 8g19. by paymnent of $250.0

() one (1) Coast Guard civil penalty proceeding

( eer)l jnoving the issue of wvhether Regis-

gera lly con vo latd 33 U. S.C.- 1321 (b) (3)
rurliL



(reviously, reported inR egist'a i.:
fo,10rl the raonth, ofMarch,, 1'175) was te r r. a
Oil n6x~ 2, 1975, by dismissal.

(3) One (1) Coast Guard civil penalty procee*41izig
generally involving the issue of whether, Regis -
trant's conduct violated 33 U.S.C., 13Z1 (b): (3)
(previously reported in Registrant's Formii 8-K
for the current month) was terminated on
June 17, 1975, by paymnent of $150.0

(4) One (1) proceeding in Wisconsin Trial CoUrt for
the alleged discharge of substances without 'a
permit, generally involving the issue of whethe r
Registrant's conduct violated Wisconsin Statutes
Section 29. 29(3) (previously reported in

C Registrant's Form 8-K for the month of
February, 1975) was terminated oil June 10,-

1975, by dismissal.

I. In accordance with Regristr'ant t s undertaking with the Securities

and Exchange Commission entered into in connection with the

C consent decree filed on May 16, 1975, in the U. S. District

Court for the District of Columbia rcferred to in Registrant's

Form 8-K for the month of May, 1975, the Registrant files

herewith as an ex,-hibit hereto the Report of the Special

cCommittee of the Reg istrant's Board 'of Directors.

rUNI

~FFC1L I~iCOPY
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148

(b) Specimn cope of te floi

.XITIT A-4,

*Report of the Special Comrrdttectth .w
Directors of Ashland Oil, Inc-,T~~ri

EXHIBIT A4

Report of the Special committee to the .Board of

Directors of Ashland Oil, Inc., Volume, 11

f-INANCIAL~ STATIrM)r-N

() Not ap,'cb~



ct Of'' 1934, R~gistraz

Y the utidersigined he~j

'(*e reqiernent d'f the Secuzitios

d' 4 y ciie hs e, epor to- be ,sixfx4

dully auithorized,

ASHLAND OIL, INC.

July?,1 1975 .By:_,
hn P. Ward, Secr etary
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RtEPORT -OF.:THE.. SPIECIAL. COMMITTEE

'' THE ESTABLISHMENT OF THE 'SPECIALCO

* On December 3, 1974, the Board of Directors of

Ashland Oil, Inc, (the "Corporationll)* unanimously adoPte4'1kis

RESOLVED, that Messrs. Hillenmeyert Reigeluth
and Vandeveer be, and they hereby are, appoinited
a special committee of this Board of Directors
with full authority to investigate all aspects
of the making of political contributions frm
the Corporation's funds since January 1, 1967,
and to make recommendations to this Board of
Directors as to the further action, if any,
which this Board of Directors should take with
respect to such contributions and the additional

*payments, if any, which should be made to the
Corporation by various officers in this connection;
and that such cocnmittee be, and it hereby is,
authorized and directed to incur such expenses
in connection with its investigation as such
committee shall, in its sole discretion, deem
necessary or desirable, including the fees and

expenses of any outside legal counsel, in
addition to Cravath, Swaine & Moore, and/or any
independent public accounting firm, in addition
to Ernst & Ernst, which the cormmittee may select
to advise it in this connectCion.

On May 16, 1975, the Securities and Exchange Commission

* Unless the context otherwise indicates, the term 11 Corpo ration" as used

herein means Ashlar-d Oilf Inc. and all subsidiary corn.orations. of which a

majority of the voting stock is owned, directly or indirectly, by Ashland

oil, Inc.

V



T. TW1E STABLISHMENT OF THE SPECIAL" COM?4KZ ,

on December 3, 1974, the Board of Directo r

Ashlnd Oil, Inc. (the "Corporation")* unanimouslyao~e '

following resolution:

RESOLVED, that Messrs. iillenmeyer, RIeigeluth,
and Vandeveer be, and they hereby are, appoinitod
a special committee of this Board of Directors
with f ull authority to investigate all aspects
of the making of political contributions from,
the Corporation's funds since January 1,, 1967,
and to make recosm-tendations to this Board of,
Directors as to the further action, if any,,
which this Board of Directors should take with

crespect to such contributions and the additional
payments, if any, which should be made to the
Corporation by various officers in this connection;

4WMW and that such cornittee be, and it hereby is,
authorized and direc-ted to incur such expenses

c in connection with its investigation as such
committee shall, in its31 sole discretion, deem

CW111 necessary or d-esirable, including t%-he fees and
_ expenses of any outside legal counsel, in

addition to Cravath, Swaine & Moore, and/or any
independent public accounting firm, in addition
to Ernst & Ernst, which the commnittee may select
to advise it in this connection.

On May 16, 1975, the Securities and Exchange Commission

*Unless the context otherwise indicates, the ten "Cor-po ration" as used

herein means Ashland Oil, Inc. .-nd all su~bsidiary corporations of which a
najority of the voting stock is cywned, directly or indirectly, by Ashland
Oil, Inc.



t~eCroation and certain' of its oficrs. Thelasax

corporation and, each su4*h officer consented'to; th e -entry in2

juget adpraent injnctions and entered into certin,

undertakinlgs the ter .Ms of which were incorporated in siuch LInjunc-

tions.

The Corporation, in its Undertaking, agreed to. direct.

the Special Committee to continue its investigation in accordance

with the Board's resolution of December 3, 1974,, and to:

Author .ize and direct -the Special Committee to

inquire into,-examine and review the Company's
books and records, including those of its

MOW affiliates and subsidiaries, with respect to

the matters alleged in the co-mlaint of the
C Securities and Exchange Commission in the

c action herein, and with respect to all other
relevant matters as may be revealed ~in the
course of such investigation.'

The Cosmiiittee now submits to the Board of Directors of

theidCorporation for its consideration the Report 
of the in-

vestigation which it has conducted or caused to have 
conducted

pursuant to the Board's Resolution of December 
3, 1974,, and the

Corporation's undertaking of May 16, 1975.

This Report sets forth the scope and nature of the

Committee'is investigation; its factual findings based upon that

-2 -



4~4gtion as i cor ~r

ac~ioewhi~ ~ C Zitto balieves sti4fl

to the mattezrs under r e v! e togte wi the a i~ v~ma.-

consi4,ritionls which under I ie each specif ic z'eco 4

This Report is intended to be read anid con sideP~d

in its entirety: the Covai tte e s findings and recownt erdatiofks

ar atural.ly related one to the other, an theeveral re~

commendations constitute a co.prehensive, interdependent anid

related set of remedial actions which are intended to be aot*4'

upon as a whole.

This Report and eaclh of its recommnendations are

submitted to the Board with the full sup.port of each member 
of

i.the Special Committee.

-3 -



I1~ Rsltion of Decem~ber 3,1974, was adopt; X

Roard of tho CoirporatiUon in respon e t eiso i~a.

concerning certain illegal political contributions which were.

made by the Corporation from corporate f uds. As of Deceziber 3,

1974l the fact that the Corporation had made political contribu-

tions had been disclosed to various representatives of the.

federal government, and the corporation's political contributions

were the subject of ongoing review by t:he Watergate Special

Prosecutor, the Securities and Exchange Commission and the

Intqfnal Revenue Service.

C7 The Corporation's disclosure of its political contribu-

tions and the federal government's several investigations of the

mat~rs disclosed have provided the basic context for the

Comrfi3ttee'5 investigation. In addition, the Corporation's

initial investigation of these matters, which was conducted in

conjunction with the voluntary disclosure of its political

contributions to federal authorities, generated a body of in-

formation which provided this Committee with a starting point

and frame of reference for its independent inquiry. The

Corporation's disclosures and investigation and the inquiries

of the federal government are, therefore, briefly suxnarized.

4 -



is The In~Ital Diclosure to the Q 4*~r

At itt me tiLr 'Of Ju ly 18, 1973,- the Board of

of the Corporation was inf ormed by Orin E£. Atkins (At ins~

Chairman of the BoardL and Chief Executive officer of the Corporation.,

that the Corporation, through a subsidiary, had Made a ustantia

contribution to the Finance Comittee to Reelect the President

(11FCRP") in early 1972 and that the Corporation had so. inform'ed,

the Special Prosecutor who had been appointed by th e Att 0=169

General to investigate and prosecute all offenses arising out'

of the 1972 presidential election and certain other matters.

r,(See Exhibit 1.: Extract of X.inutes of the Board of Directors.

-Neeting of July 18, 1973). At the Board meeting of July 18, 1973t

Atkins stated that the Corporation's contribution to FCRP had been

returned to the Corporation by FCRP; he also expressed his

4anticipation that there wrould be further investigation of the

0 matter by the Special Prosecutor and that proceedings might be

Nbrought by that office,*

*There is ccnflicting evidence as to the precise date on which the FCRP
rein'burse.-ient was received by the Corporation. Rei;-bursamrent. was requested
on July 16, 1973, by letter of counsel to the Corporation addressed to
1-1aurice H. Stans, Chairm~an, FCR? * By letter dated July 16, 1973, the
Tr-.asurer of FCPRP foxrwarded to th-e Corvoration its check in the amount of
$100,000. The Report of Ernst & Ernst to the Board of Directors of the
Corporation which is dated September 27, 1973, and which was in substance
rendered verbally to the Board at its meeting of that date states that the
contribution was returned on July 26, 1973. (See Exhibit 3 attached hereto).
A letter of Arice W. MIayne,, Esq,., Acministrative Vic-- President and General
Counsel of the CorporatIon to Alan B. Y-orriso-n.,, Esg.. dated February 19, 1974
states that the contribution was rejimbursed to the Corporation on July 20, 1973.



$

The,,handwritten notes of AugusW dcDonal4,...

Secreta y of the Corpo, tion, ref 160t th 1tin the

TQard at that meeting that the-Corporation had, made *h r

butionse including a small contrbto tote160e4ft~

,campaign of John F. Kennedy# contributions to the presi4*itial

Vampaigns of Richard M. Nixon and Hubert 
H. Humphrey, an4,,othier

unidentified contributions to Democratic candidates. 
These notes

substantially correspond with Atkinst 
present recollection of

the disclosure made at the July 18, 
1973 Board meeting.

In view of Atkins' dis closure of te17FCPgiftt,

the~oard directed the officers of the Corporation 
to cooperate

with any subsequent investigation and concluded 
that no further-

political contributions should be made by the Corporation or any

of ts subsidiaries unless authorized by law and that any off icer

rnakf Mg illegal contributions would be subject 
to appropriate

disaiplinary action. Atkins indicated at that-meeting that this

action by the Board would be conveyed to all of ficers of the

Corporation.

2. The Further Review of Political Contributions

The Board next met on September 26 and 27, 1973. At

that meeting Atkins stated that he had requested 
Ernst & Ernst

("E & E"), the Corporationts independent public accountants, 
to

study all transfers of funds to affiliated overseas 
companies

during the preceding five years and to report 
such transfers to

-M6 -



of Directors $deing of Septembe 6 ~93) hae

made orally at, that meeting by £E &A Er represehtt4 by mes$4

eleCrpeiter an G~derl all partners- of t'' E.**

The stated principal purpose of the inviestigation

conducted by E &E was to list all items, other than those thereto-

Lore disclosed, which might. be open to question by outside

authorities and to gather all available supporting documents for

such items. Three categories of items were apparently identified

by E & E as requiring further consideration: expense advances

..to officers and employees which were not properly supported;

Wpayznents to foreign consultants and attorneys recorded as the

%0cst of foreign concessions-or of the acquisition of crude oil;

and certain cash payments to officers of the Corporation in 1968,

1971 and 1972 which were recorded as foreign concession costs.

01-1Ir. addition, E & E made cer-Itain recormendatiofls to the Board,

-,.for whatever action itmight deem appropriate, with respect to

Cthe use of overseas wire transfers and the accounting for and

rdocmentation of such transfers.

N

E & E has advised the Committee that in response to

these recorimndations the-- Cor.poration's Treasury Department has

*The five year-s under review represented the pericd- during which the

Corporation's political contributions were apparently concentrated.

**At the same meeting,- Arloe W. ::#ayne, Esq., Adninistrativfe Vice President and
Ger. -ral Covunzelj of th-'e Coprtcrecr.ted to h TOr on thIe disc-ussions

with th-, Special Prosecutor with respect to the contribution to FCR and the
jrobable disposition ofA that matter.



* #ti tuatd pz'ocedures 'which r quire wrte7uhr

~ originaly requeting bank transfer nav~*

ndhas begun to maintain a1eta file of 'documntation

supporting wire 'transfers; in addition,, since September,, 1974

*ll wire transfers in excess of $50,000 have required the approval

of two senior officers.*

In connection with its oral report to the Board. a-t

its meeting of September 27, 1973, E & E delivered a written :report

of its investigation conducted in cooperation with the Corporationl's.

accjnting and treasury department personnel into certain trans-

actftns in.- the preceding. f ive f iscal years and in the balance. of

the~then current fiscal year. (See Exhibit 3: Ernst & Ernst

Report to the Board of Directors dated September 27, 1973).

The E & E report assumes the prior disclosure to the

BoW~ of additional contributions from corporate funds of

$1000O to the 1968 presidential campaign of Richard M. Nixon

andl"$50,OOO to the 1968 presidential campai gn of Hubert H.

*The mechanics of overseas funds transfers are reviewed in more detail below,
at pp. 112 - 116.
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his recolectiLon that he toad,11to the Ddird the'

1e~e rport of $etzP . 7 1973 (Exhibit 3)*

3. The Initial Disposition of Crimi.nal

in late 1972 or early 1973, Atkins had discqus'sed 1,~

Mayne the fact that political contributions had been made. by

the Corporation. In early 1973 growing public attention focused

on alleged violations of the Federal Election Campaign Act of

P)1971 (the "Camtpaign Act"). Also in the early part of 1973,

MV#tkins had received, but did not take, several calls fromn

CMaurice H. Stans ("CStans") , the Chairman of FCRP. Atkins then

r.equested Clyde M. Webb ("Webb"), Vice President - External

CAffairs of the Corporation, to contact Stans and determine his

r reason for attempting to contact Atkins. Thereafter, Stans

",zsuggested to Webb that Atkins supply FCRP with the list of persons

C who should be scheduled by FCRP as the contributors of the

*Based upon the information available to the Cotnittee, it appears that
$30,000 was contributed for the benefit of the 1968 Humphrey national campaign,
and that an additional $20,000 was contributed for the benefit of Humphrey's
presidential campaign in Kentucky.

- 9-



RC. rsor Av ~aInI A'n *d6 by Xt.........
"Wie,* Atins declined. to sup ply an? such list of pg ~s

During thssame rof 1tm Atkins a '"' j 4
con,4ted and engaged on behalf of the Corporation,, r'~~

Vinson, Jr., Esq. ("Vinson") ofteWsigtf .. U

Reasoner, Davis &Vinson, to represent the Corporation with

respect to this matter. In the following months, the Corporation

and its counsel gave increasing attention to this matte

In early July, 1973, the Special Prosecutor stated

that the voluntary and early disclosure by corporations of

Cazr~ign Act violations would be considered a mitigating

circmstance in considering what charges to bring against any

sucIrcorporation. On July 12, 1973, Vinson discussed with Thomas

F, M~cBride, Esq. ("M~cBride") , a n'erber of the Special Prosecutor's
C

office, the Corporation's 1972 contribution to FCRP and its

app~ent violation of 18 U.S.C. 5610 prohibiting political contribu-

tiorlt by a corporation to any candidate for federal office. The

Corpt~ration was the second com-Lpany to make such voluntary dis-

close.

Further discussions with the Special Prosecutor were

the principal responsibility of Vinson. As a result of these

discussions and the Corporation's disclosure of the FCRP contribu-

tion, it was agreed between Vinson and the Special Prosecutor that

-10 -
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Specid t Pro eto wouarld'o poeteetyo ~
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pica by atinFso~

In the course of the Corporation's disclosures to the

Special Prosecutor, the Special Prosecutor informally interviewed

Atkins, Webb and William R. Seaton ("Seaton"), Vice Chairman,

of the Board of the Corporation, with respect to these matters;

ft pthese interviews took place in July and August, 1973. At a

tWfresul't of these discussions and interviews, the Special Prosecutor

ewas aware that the Corporation had made contributions in addition

to the FCRP contribution, including, specifically two

substantial contributions made in connection with the 1968

c~presidential election. At that time, the Corporation did not

'have a record of all contributions which had in fact been made,

Cbut its representatives did aot reveal to the Special Prosecutor's

Noffice all contributions of which they were then aware.*

As a result of these discussions, a criminal information

was filed on Novem'ber 13, 1973, in the U. S. District Court for

*The nature and exctent of the disclosures which were made are discussed in
more detail bjow, at pp. 99 - 1005.



%Sol,&~J ig4j 4*'k*#. .WI .I %&TA V ww a. W uW-Wq.

vix~tue Of th $1 0 0 0 c Ontrbuat to Q

.. le aded, guilt tadvscvited, of 'acfr violatiorn 6

fined $5,000. At th-e save time Atinspeadnocm att

an~d was convicted on, a mnisdemeanor charge, of aiding anhd abetting

Ashland Gabon in its violation of 18 U*S.C,6 5610; he- was fined

$1,0 00.

The fact of these pleas and convictions and of the

$10,00FCRP contribution was revealed by the Corporation in its

Form 10-K filed with the Securities a Exchange Commission with

re~ect to--its fiscal year ending September 30, 1973. (See

Exb.Lbit 4: Extract from the Corporation's Form 10-K for the

figral year ending Septem~ber 30, 1973). The same disclosure was

mae in the December 20, 1973, Proxy Statem~ent for the Annual

Meet in g of Shareholders scaheduled for January 31, 1974. (See

Exh8*it 5: Extract from the Corporation's Proxy Statement for

thepjanuary 31, 1974 Meeting of Shareholders). No public dis-

clotvre was made of any other political contribution at that time.

4. Other Event&-s Prior to December 3, 1974

a. Reimbursem~ent with Respect
to the FCRP Contribution

As indicated above, the $100,000 contribution to FCRP

was returned to the Corporation at its request in July, 1973. In

-1f 12 -



S~aho~drs to )e h&1 nJduy 1 27,A

the Board in wri ting that, after discussion w th' Vn41

an ame C. Butler, Es~q , a 4ier of the coi *'tio d'&

partner-of Messrs. -Cravath,# Swaine &Moore, outp i de counselt

the Corporation, he had decided to reimburse theCorporation-for

the amount of its fine, for interest on the $lOOOO contribution.

to FCRP during the period of time for which it was outstAniig,

and for the legal fees incurred by the Corporati on'in connecto

with the proceedings before the Special Prosecutor.

N Prior to January 30, 1974, Atkins, together-with,

IrSeaton, who had participated in the making of political

contributions, paid to the Corporation $20,000 in equal shares.

,,That'- amount was slightly in excess of the $5,000 fine; interest

cof $7,7190.17 computed at the prime rate in effect from time to

f~time from April 2, 1972 to July 20, 1973; and legal fees of

".$7,175 relating to the services of Messrs. Reasoner, Davis &

C Vinson in connection with the criminal proceeding leading to the

conviction of Ashland Gabon.*

*The figure for legal fees was supplied by Vinson at the request of the

Corporati -n. Vinson has stated that the apportionmltent of legal fees to

the crininal investigation and proceeding was based upon his firm's 
time

records and its usual hourly rates and that the fee in question did not

enbraCe the firm's services rendered in connection with the Senate Select

Com~ri!-te, Ithe rc~nof th MICR contribution~, certain grand jury inc ui4.r ie s

and other unidentified rmatt-ars.

- 13 -



A1 .t e ting aa uary 30Q 1974 tho

te czbweeth hretofore tendered an rsoved that n* C -4

-Action or, paym~ent sould. be . reqie orruetd f )in

,connection wi*1th the, FCRP contribution.* (Se Exhibit. Zkt d

fromM inutes of the Board of Directors Meeting of January 3O* l1?44i',

b. The Second Report of E &E

As indicated above, Atkins had the Corporation ~~g

E &E to examine certain overseas funds transfers in conijmction '.W

with the Corporation's own review and investigation of its,,Unaw,

lawW1 political contributions. On September 18, 1974, E F.

subil~tted to the Board a second written report relating to these

matts~rs . (See Exhibit 7:. Report to the Board of Directors on

Special DisbursementICs dated Septerber 18, 1974). That report

surnrarized E & E's further investigation of the three problem areas

ideqtified in its report of September 27, 1973, and the additional

*The Minutes of that meeting do not indicate that the Board was informed
that!'th e reimbursement of $20,000 had been ivade in equal shares by Atkins
and Raton.

Atkins has stated his belief that the full Board was not so informed. He

has further stated that this omission was based upon his desire to shield Seaton
from the unfavorable publicity which would accor-parny the disclosure at that
time of Seaton's involvement in the making of political contributions; such

publicity had already been focussd upon Atkins by virtue- of his plea to the
charge brought by the Special Prosecutor. While the judgtient not to disclose

Seaton's contribution to the reimbursement may be questioned, the Committee is

satisfied that Atkins' intention was to assume full responsibility for the

political contributions himself and not to mislead the Board or the Corporation's
shareholders.

.14 -



to~ceduz'es adopted'-by the, Corporation wit r

,ra, Based upon; its r~eview during- 1974, z"
'Board that it be lieve~d that 'the corpor ate procedw utb

to overseas. funds tra for., ha bee si if icantly. Sipv

it, had found ho. evidence, during 1974 of items which might ap*Ol

to contain disbursements for political purposes; anid that identified

payments made in fiscal 1974 to foreign consultants appeared to be

reasonable under the circumstances.

By an addendum to this report, E &E informed the Board,

that their review of disbursements since July, 1973, had revtealed

no evidence of items which appeared to contain disbursemrent s for

~illegal political purposes. (See Exhibit 8: Addendumn to

~Septemrber 18, 1974 Report to the Board of Directors on Special

..Disbursements dated December 10, 1974).

c. The Internal Revenue Service
Investigjation

The fuwnds used for political contributions were

qeneral1y reflected on the Corporation's books as charges to the

exploration/production assetf. accounts off the Corporation's sub-

sidiaries which w..ere involved in foreign operations. The antounts

were so reflected because of the Corporation's intention that the

amnounts expended for political contributions would not be educted

- is -



~r 4ez4 icnC a purposes

in~ f actr, at the time the. Corporatiph, wrote 'off It&'$<- <

entire investment in Lya(poimte ly $26,000, 000 to

$2 0000 nfiscal 1970 and 1971, it mista3enly claimed

deductions for payrrents totalling $429,997 which had been.

made in prior years and which were apparently expended for

political contributions. The fact that some such contributiotts

had been improperly deducted was first discovered by the Corporationa

in the fall of 1973, as a result of a review of the Corporation'sw.1.

federal income tax returns which was conducted by James V. Marcwa,

Esq. ("Marcum"), the Corporat~ion's General Tax Counsel, acting

pureiant to the direction of Atkins. At that-time, however, the

Corgoration did not have full knowledge of the extent of its

po1l'tical contributions or of its improper deductions.

IC

Thereafter, the Corporation voluntarily disclosed to

the Thterlal Revenue Service (the "IRS") the fact that some im-

propr deductions had been taken by inadvertence. Moreover,

in t ~e course of its discussions w.ith the Special Prosecutor

leading to the disposition of criminal charges against Ashland

*At the tire this accounting treatm!ent was decided upon for tax reporting

purposes, it was anticipated that these amiounts would be capitalized

and, after the corcamencement, of production, expensed through percentage

depletion (not a function of ca-:italized cost) rather than cost depletion.

Thus, it would b,:: possible to naecorpetely the Corioration's cost

basis in tieic investments and also eliminate any reflection of the

capitalized expense in the Corporation's ta~x returns.

S16 -



R$4 politicl~&.contributofls which it ha'

supleeflt he Corpo' atiofls inita iforral.4L& s4 ~t~

'IRS and pursuan.t to the, Corporation'Is undertakinfg with the I

$pecial Prosecuto, M~arcum' prepared a' menoranI4um, for the V;:.

ait agents setting forth adjustments relating to thie Corporations

taxable years 1967 through-1972 which the 
Corporation deemed

appropriate; this memorandum was delivered to -the IRS on January.

17, 1974. (See Exhibit 9: Memorandum of James V. Ha'cumEq

dated Deceriber 11, 1973).~

door Thereafter, the IRS requested information from 
the

.0-Corporatiofl, including the names 
of the recipients of the

Cpolitical- contributions, the identity and 
location of any support-

Ging docurment%-s regarding the information already supplied and 
the

analysis of overseas finds transfers conducted by E & E and the

C
~Corporationl's accounting department in 

the summter and early fall

%,.of 1973.

N.*In addition, M4arcum in-Jforned the IFS that minor amounts 
of corporate

assets might have 1.een expcended for political purposes during the Corporation's

fiscal years ending September 30, 1961 through Septem~ber 30, 1967, but that

the Corporation had no record of any such expenditures. (See Exhibit 10:

Plemorandun of Jamnes V. Marc=#, Esq. dated January 28, 1974). Because of the

possibility that some expenditures were made for political purposes in those

years and the two succeeding fiscal years, the Corporation and the IRS agreed

upon an adjustment in Lhe Corporation's tax liability for the fiscal years

ending September 30, 1963 through September 30, 1969, and pursuant to that

agreement, the Corporation paid roughly $2,500 
in additional taxes for each

of the seven years in question.

- 17



T iequi" by the IR~S, the Corporation *tbseq~ently ep

Ak. MO~e..is, Esq. McNlis") of the Washington, DC. p

Wech& organ to act as, special oUts ide ta conel 1'tl 00 t

to these matters. McNelis worked wi th corprto I~ e#1ai

representatives' of E 'S E in reviewing, the categories oftx-

actions identified in the E &E report of September 27, 1173# aldi

a list of transfers about which the IRS had requested additional

information in April, 1974. McNelis was assisted by Lo L#.

Leatherman, Esq. ("Leatherman") of the Louisville, Kentucky firm

of Greenebaum, Doll, Matthews &Boone.

The result of that review and the end product'of the
C,

Corporation's undertaking to rake full disclosure to the IRS

was the so-called "McNelis Report" which was forwarded to the

IRSCn August 6, 1974, by McNelis and Leath-erman. The McNelis

Rep6)t was supplernented by letters addressed to the IRS by

Leathernian dated Septerrber 14, 1974, October 5, 1974, and

C
October 7, 1974, and by a memorandum dated Septem~ber 23, 1974;

thoK~ documents revised and corrected certain of the details

contained in the Mc~elis Report in the light of informat ion then

available.

Beginning with the Corporation's engagement of McNelis,

a series of discussions took place between the Special Prosecutor's

-off ice and McNelis and other representatives of the Corporation.

As a result of McNcelis' disclosures to the Special Prosecutor and

- 18 -



fdtiz Mr aineA ir the McNelis Report, the Sp. 4 rbtl

be'iami wre that t e political vontribtir ne1y )

oporation were, Sutaiaygetr than thosle which .,eh ea

disclosed to the Special Prosecutor prior to November 13, I134

Although representatives of the Corporation, includ~ing

McNelis, initially believed that these additional disclosure IS

were not a matter of concern to the Special Prosecutor.. a mneeting

between Vinson, McNelis and Thomas F. McBride of the Special

Prosecutor's office on October 30, 1974, revealed the opposite

to be the case. In the course of further discussions between

the Special Prosecutor and McNelis, it became clear that the

Corporation's case before the Special Prosecutor with respect to

political contributions had been reopened; that members of the

C Special Prosecutor's office believed that the Corporation or its

C71representatives had intentionall".. or inadvertently misled them

with respect to the extent of the Corporation's political
C

contributions; and that the Special Prosecutor's misunderstanding

,,.had materially influenced the basis upon which it had allowed the

charges against the Corporation to be disposed of in November,1

1973.* This further problem with the Special Prosecutor was

*The nature of, and apparent responsibility for, this misunderstanding

is treated in mor-e detail below, at pp. 99- 106.
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I~Mmt te oaz'4 at, its mueetin~g on' Decem<

B.IATR UBSEQUENT TO DECEM.BE 3, 1974

1.The Second Guilty. Plea

Because of the passage of the Federal Election

Campaign Act Amendments of 1974 (the "11974 Amendments"), -which

shortened the statute of limitations applicable to violations of

18 U.S.C. §610, the Special Prosecutor apparently determine.d that

any additional charges to be brought against the Corporation

should be asserted prior to January 1, 1975. Accordingly,. the

Speq~l Prosecutor wrote to William B. Saxebe, Esq. ("Saxbe"),

theiCAttorney General of the United States, requesting that

SaxM delegate to the Special Prosecutor's office the authority

to prosecute the CorporatiAon for violatiozns of 18 U.S. C.IS610
C

other than those related to the 1972 Presidential election.

Responding by letter dated December 12, 1974, Saxbe

assigned to the Special Prosecutor the authority to investigate

ancprosecute the Corporation's possible violations of 18 U.S.C.

§610 during the period January 1, 1969 through December 31, 1972.

(See Exhibit 11: Letter of William B. Saxbe, Esq. to Henry S.

Ruth, Jr., Esq. dated December 12, 1974). Saxbe's letter stated,

in material part:

- 20 -



oi ocgur Cl thn

wih ~eI9'2 rS'idential eleib on~ w.I~ 1

normally'fall withi4 your Jurisdicti0 1 * ,"

agree With you that it, is both prudent%
necessary for you: to pux$2 sue etga40t
to prosecut al o beviolations. in,'W~
particular a.rea.

Acting under the authority so conferred, 
the SpeciaL

Prosecutor caused a five-count information to 
be filed against

the Corporationl in the United States District Court-for 
the :

District of Columbia on December 30, 1974. (See Exhibit .12;4

Informatio-n, U.S. v. Ashland il, Incorporated). The informuationl

filed against the Corporat-ion alleged certain violations of

v-,18 u.S.C. S610 which may be sunamarized as follows:

Count One charged the Corporation with having reimbursed

-persons who had contributed a total of $6,864.65 to poi-tical

coacnittees organized in sv-ooort of Hubert H. Humrphroyls campaign

for election to the Unite4 States Senate in 1970 and his 1972

.. presidential camtpaignl;

C:I- Count Two charged the Corporation with having contributed

$50,000 in cash to Robert St~rauss, Treasurer of the Democratic

N~tional Committee between June. 1970, and 
February, 1q72, for the

Use of the Democratic NtoalCrite in connection with the.

1972 elections;

Count Three charged the Corporation -with having delivered

$100,000 in cash to Carl Arnold for 
redelivery by Arnold to

-21-



Coi Fo Ur c h re4 the C6, t pabon with he j~

teimbursed persons..wbo h ad contributed 4.2,500 to a p*Utto 1

commiittee organized to promote the 1972 campaign of JohirQvowr

for election to the United States Senate; and

Count rive charged the Corporation with having

contributed $10,000 in cash to Louie B. Nunn for use in his. 19,72

campaign for election to the United States Senate.

Prior to the filing of the Information, the Speciakl,

PrQecutor had advised McNelis that it did not intend to nam

thLCprimarily responsible corporate of-ficer - Atkins - in the

In oormation or charge Atkins with an additional violation of

18 U.S.C. §610; this decision to proceed only against th~e
C

CoIForation represented a departure from the Special Prosecutor's.

nor~pal policy of charging both the corporation and the primarily

resnsible officer in all such cases. The reasons for this

depttture from ordinary policy were stated by the Special

Prosecutor in an Appendix to his letter to McNelis which, reviewed

the circumstances of the pleas entered by Ashland Gabon and

Atkins in November, 1973. The Prosecutor's letter to McNelis and

the Appendix were subsequently filed with the District Court.

(See Exhibit 13: Letter of Henry S. Ruth, Jr., Esq. to Charles

A. McNelis, Esq. dated December 27, 1974 and attached Appendix)*'
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d4get' 9 irq L H fat, Jr., pleaded gdilty

!,fO~rMatibn1 and4 was f ined $25,00O-,. At thait

stated -in open .court that he was, authorized t y

would -reirburse the Corporation for any fine ±mpo#~, uponi the

Coporation,

2. The Continuation of the internal-Revenue
Service Investigation

As reported above, the McNelis Report was .submitted.

to the IRS in August, 1974, and was updated by materials

subsequently delivered to the IRS. Although it is possible that

the Corporation will have some additional tax liability as a

result of the deduction of amounts expended 'for corporate

political contributions and other matters under review by the
C IRS, there is, as of this date, no final determination of the

Corporation's additional liability. Several aspects of the

IRS investigation are, however, pertinent to the Corm ittee's

1inquiry.

First, in the course of its investigation, the IRS

has reviewed in detail the personal federal income tax returns

and personal financial records of several of the Corporation's

officers in an effort to determine whether there is evidence

that any such officer diverted any corporate assets to his

personal benefit. The IRS has advised representatives of the

Committee that this review has uncovered no such evidence.

S23



4s~~*%~i~t wawrni4y ri tten-of f inr 1.970; it ,a*

t he IRS, w4 contend that the deductions in q sti

,:.-ave been takenpin 1971 or 1972. The- reallocati-on of s~uch:

dedcton~ f ccepe by the Corporation or sudcesfu11y

asserted by the Service, will substantially increase.:the

Corporation's tax liability for 1970 and correspondingly decrease

its liability for subsequent years.

Thirdly, the IRS has informally advised the .Corppraitiona

that it presently intends to seek a 5% negligence penalty',wilth

respect to the taxable years 1970 and 1971.* Under the terms of

Seclon 6653(a) of the Internal Revenue Code, such penalty

would apply to all deficienCies in income tax asserted for the

yeaft-* in question and not si.mpl.y to those matters which caused

C
the imposition of such penalty. While the Corporation's improper

deduction of political contributions may well be a factor in

the,.RS's present intention to seek such a penalty, representatives

of *be IRS have advised the Corporation that they would seek to

impfse such a penalty even if no political contributions had

been made. Their conclusion in this regard rests upon certain

other problems in the preparation of and support for the

Corporation's tax returns and is consistent with the Service's

recently adopted policy of assessing the negligence penalty

against public corporations as part of an effort to force them to

ke better tax re- *rds.

*The Corporation has an opinion of counsel that the IRS cannot successfully as-

ser-- the negligence penalty against the Corporation f or these years because of the
matcers in question.
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I~ t i ..

On~ December. 19, 19 74, h1

Proxy Statement for the January 30, 1975 Meeting of Shareholdrs)

These proxy materials disclosed that in Novem-ber,:1973, Ashland

Gabon had entered a guilty plea to a charge of 
h .vngillegally

contributed $100#000 to FCRP in 1972 and that Atkins, had pleaded

nolo contendere to a charge of aiding and abetting the. makr

of that contribution.* The proxy materials also disclosed the

Board's resolution of July 18, 1973, prohibiting illegal political

.contributions and the Board 's resolution of December 3, 1974,

Ccreating the Special Conmmittee. Such materials further disclosed'.

that other political contributions made in 1972 and earlier years

had been reported to the Special Prosecutor's office and to the

IRS, but no details were provided with respect to those contributions.

On December 30, 1974, the Corporation entered a plea

C
of guilty to the five-count Information charging additional

*On March 6, 1974, the Secuirities and Exchange Cornanissiofl had issued

Secuities Act Release No. 5466 and Exchange Ac-t FRelease No. 10673. (See

Exhibit 15: Release dated March 8, 1974). Each Release stated that the

conviction of a corporation or of a corporate oflficer on, or the officer's

plea of guilty or no contest to, charges of having nade political

contribut;Aoans in violation of 18 U.S.c. §610 wero "material to an evaluation

of the integrity of the management of the corporation as it relates to the

operation of the corpnoration and the use of corpor;ate fu~nds" and should

therefore be discloscd to such a corporation's shareholders, particularly in

the context of a prox<y statement. The Releases fthrstated that corporate

Mlano*gement sliould determine on a case by case basis the need to disclose

illegal political contributions which had been ir.ade but which had not become

the subject of formal criminal proceedings.
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0r% December 31, 1974, John P. Ward, ~e D~~

Secretary of -the Corporation, 'Was informed byFred M4, 'S

the member of the staff of the Division of Corporate1 Fi~L~ f

the Securities and Exchange Commission (the "Commission")Y who

was respon6,sible for reviewing the Corporation's proxy Mterials,

that he (Santo) thought it would be appropriate for the

Corporation to supplement its December 19 Proxy Statemelit,

in light of the December 30 guilty plea. The Corporation the're-

after supplied the Comrmission with a draft supplement to the,

previously mailed proxy materials and with subsequent revisions

of that supplement.
C

40 Following a Series of discussions between the staff of

the Commirission's Division of Enforcement and representatives of

th!:,.Corporat.-ion, it was determ~ined that the supplement to the

proiy materials, as revised, would be mailed to the Corporation's

shageholders; that the Corporation's annual meeting would be

helR1 1as scheduled; but that at that meeting, the shareholders

would not be asked to vote upon the nominees for the Board of

Directors, and the meeting Would be adjourned and reconvened at

a later date for the purpose of electing Directors. It was

anticipated that such reconvened shareholders meeting would

take place after this Cormittee had completed its investigation

and made its report to teBoard and after the Board had acted

upon the Committee's rccor:-n.e-ndations. This course of action was
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In fac Iolowed h shareholderd me

POrVing9 the course of the 416 cuss ions betse
of the C mamission and t)he repre taies of 4h C rh

t0ok p~ace',±n January 1975, the staff indicated -the Coirisi 98

intention to seek an injunction against the Corporatin.~

certain of its of ficers, enj oining any further use of corporate

assets for unlawful political purposes. This matter was.&Lscussed

throughout the first part of 1975. Such discussions foecused,

principally on the terms of a decree to which the corporation

and its officers might consent.

Such an agreement between the Commission and the

p~grporation and its officers was in fact reached, and on

Play 16, 1975, the Commission filed a Complaint against the

"worporation and Atkins, Seaton and Webb. (See Exhibit 16:

COpan for. Pemnn ucI and Certain Ancillary Relief).

The Complaint alleged, among other things, that the Corporation,

*tkins, Seaton, Webb and others had maintained a secret fund

Moor unlawful polit1.-ical contributions and other- purposes; that

Ihe Corporation, Atkins, Seaton and others had made payments

from. 1967 to the date of the Complaint aggregating in excess of

$4,000,000 without the applicat-ion. of adeq~uate accounting or

auditing procedures or suffficient controls or documentation; and

that the Corporation, Atkins, Seaton,. Webb and others had caused

false entries to be made on t%,-he Corporation's books and records.
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edeq 1, to 44.sc1ose th6 ab~ove described" acivitis4

materials, annual. reports and,: other documents filedv~

C~i~~ uigl the, period1 in qeton, all in Violt n.o.the

federial securities laws.,

Without admitting or denying the allegations of the

Complaint, the Corporation, Atkins* Seaton and Webb coraserte& -to.

an entry of final judgment permanently enjoining each of them

from doing any of the above described acts and from failing to

disclose any such acts in proxy materials, annual reports and

other filings with the Commission. (See Exhibit 17: Final

Judgment and Order of Permanent Injunction against Ashland Oil,

In ce)

As indicated above, the Corporation entered into an

Und~taking in connection with the consent decree which provided,

armoq other things, that the Corporation should authorize and

direrat the Special Corittee to continue its investigation in

acco dance with the resolution of the Board of Directors dated

December 3, 1974, and to exarine and review the Corporation's
N,

books and records with respect to all matters alleged in the

Comanission's Complaint and such relevant matters as might be

revealed in the course of its investigation. (See Exhibit 18:

Undertaking of Ashland Oil, Inc.). By letter dated May 19, 1975,

counsel to the Special Committee advised the Corporation that,
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4 spqal, C6 dttee s ifvestigation (S.ti

of Kirkpatrick , Lockhartf, Johnson & )tchiso4 t

Inc. dact ed May .19, 1971)

faun
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A. TB SOZ OF TflE INVESTIGA'rION. .................

The Resolution of the Board of Directors iwkdch 'Wot

animously adopted on December 3, 1974, charged the Spe cial Coi

mittee with the following responsibilities:

1. To investigate all aspects of the making of pox t

ical contributions from the corporation's funds since Janu~ary 1

1967;

2. To recommend any further action which this Board

shlbt'hd ta'ke; and

3. To recommend any further payments which should be

ma~e to the Corporation by its various officers in this connection..

In the judgment of the Corrm-ittee, that Resolution, ad-

dressed as it is to a comprehensive review of the making of poli-

tica3 contributions and to appropriate remedial actions, has

necessitated the consideration of matters which, on first im-

pression, appear somewhat removed from the question of political

contributions. Specifically, the fact that unlawful political

contributions could be made with corporate assets over a six

year period without detection or disclosure raises a series of

questions: what funds were used to effect such contributions;

how the funds so used were generated and their use concealed on

- 30 -



of the Corpor n for his ow1 use a1"ht~e~~4 ~*

the Corporation's accounting procedureps, operatinsgpliiep

bas ic' orga.nization have made, such contributions possible or xen~-

dered their detection less likely. These questions appear to

involve the current structure of Ashland Oil, Inc., and the

committee has from the beginning felt an obligation to address

them.

The investigation conducted by the Cormmittee with re-

spect to these questions substantially anticipated the-charge

Splaced upon it in the Undertaking entered into by the Corpora-f

C tion in United States v. Ashland Oil, In--. et al referred to

ababove. That charge looks to the investigation of payments al-

legedly rmade by the Corporation without the application of ade-
C

quate accounting and auditing procedures and without adequate

controls or documentary support; many of the payments alleged to

chave been so made involved overseas funds transfers of the type

Pf,*used to provide the moneys used for politicda contributions.

1*Consequently, the examination of political contributions parallels

to a material degree the review of such alleged payments.

In view of the responsibilities placed upon the Com-

mittee and the Committee's peculiar obligation to the Board, the

Corporation and its shareholders, this investigation has addressed

five major areas of concern:
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2. Th~e transactionswhich generated the f~$ >

to make po1itical cotrtibution~s;

3. Certain transactions which are inadeu t' ~ &

counted for on the books and records of the.Corporation ,or for
which adequate documentation is not available or which io the'

judgment of the Committee or its advisors required pa"tua

review;

4. The conduct and activities of the principal of'p

ficers of the Corporation and of other individuals insofar as

thin are pertinent to the rem~edial actions considered for re-

co~endation to the Board; and

5. The procedures, policies and governing structure

ofrthe Corporation insofar as they affect the specific problem

arews indicated above.

C
NB. THE PROCEDURES OF THE SPECIAL COMMITTEE

Since its appointment in December, 1974, the Special

Comanittee has met, in formal session, on twelve occasions. The

dates and places of such meetings are as follows:

January 8, 1975 New York, N.Y.

January 23, 1975 Ashland, Ky.

January 29-30, 1975 Ashland, Ky.
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FapriL 10, 197

April 106, 1975

April 24, -1975

May 15, 1975

June 4, 1975

June 5, 1975

June 18, 1975

Pittsburqh, Pa.

Pittsburgh,,, Pa.

Pittsburgh, Pa.

New York, N.Y.

Dallas* Texas

Initial meetings of the Committee addressed the identi-

t*#*,fication of those persons who would be required to assist the

Committee in performing its assigned functions.

OEM* In recognition of its need for professional assistance,

the Committee retained Messrs. Kirkpatrick, Lockhart, Johnson &
C.

CHutchison ("KLJ&E"), attorneys, of Pittsburgh, Pennsylvania, as

417 counsel to the Committee and Messrs. Coopers & Lybrand ("C & L"),

C independent public accountants, to advise and assist the Comn-

1*" mittee in connection with its investigation.

Subsequent meetings have been devoted to a review of

the progress of the investigations conducted by KLJ&U and C & L,

the findings de~veloped in the course of those investigations and

the resolution of those questions of policy which the investiga-

tions have presented from time to time. Most recently,, the Com-

mittee's sessions have been devoted to a detailed consideration

of the alternative courses of action available to the Corporation

-33 -



't0Cot 6ratiQ1 for Aqp oz~e

vieedindetilsucessive dats of, this R~eport,
viewedin~deaii sc dra

Vn additionto the formal Committiee meetings, e4h

member of the Committee has devoted a substantial amount-of iMe

to reviewing various materials submitted by KLJ&H andl C,-, 1. in-.

cluding legal memoranda, facto-ual analyses and materials t elting

to violations of 18 U.s.c. 5610 by.other companies, and th~ere

have been numerous informal conferences among the Committee mem-0

bers and between Committee members and the Committee's profess-m.

ional advisors.

C. PROFESSIONAL ASSISTANCE TO THE SPECIAL
C - -COMIITTEE

deawAt the outset of its investigation the Special Corn-

mi~ee determined that it would need professional assistance in

or~er to discharge properly its responsibilities, and it has

relied upon KLJ&H and C & L to provide that assistance.
C

As counsel to the Commaittee, KLJ&H was responsible for

certain aspects of the, Committee's investigation and for advis-

ing the Committee with respect to all legal matters embraced by

its investigation. In addition, counsel had the principal re-

sponsibility for assisting the Committee in the drafting-of this

Report; certain aspects of the Report, however, are primarily

based upon the investigation conducted and the expertise supplied
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C 0I. -t~re Ot 0ounsevi -_ 5

~t rhl i pore detail belowi, at pp. 9

The areas of C 4, L:'sresponsibI' t '

.o n: t heir engagement letter, dated January 30, 1975, ad*

dressed to the Special Coymmittee. (See Exhibit 20). The scope

of C & L's investigative efforts and the nature-of their find-k.

ings are set forth in their letter of June lB, 1975 addreased-

to the Special Committee (See Exhibit 21), and C &L.'s investi-

gation is described in more detail below, at pp. 3-0

in addition to their investigative role, C &L have

advised the Committee with respect to the Corporation's account-

g%, irig controls and procedures in general and its disbursement

Cprocedures in particular, and the Committee has relied upon the

madvice and expertise of C & L in formulating certain of the

reconzmend.,t ions contained in Section V of this Report.
C

C7. D. THE FACTUAL INVESTIGATION

1.1 Limitations on the Scope of the Investigation

In considering and acting upon this Report, the Board

should be aware of certain limits upon the completeness and ac-

curacy of the Cortmittee's findings. Som'e of those limitations

are inherent in the nature of the special undertaking assunmed. by

the Special Corintittee and, correlatively, by its professional

-1 -.



*.v~xsi tev*~hi ain dre inherent j r

matter under investigation. Certain of the more it

general limitatonma be aeoie as.flos

1. Many of the events with which this Repoti0w<

cerned occurred several years ago. In addition'. many of the

transactions under review were complex but were conducted infor-

mally, without ordinary docutentation or any significant support-a

ing records. Some persons who might have provided factual in-,

formation about certain transactions are now deceased or are

otherwise unavailable. Consequently, it has been necessary-to,

at 'empt to reconstruct detailed transactions relying principally

upoai the fallible or partial recollections of those persons in..

volved who are now available and willing to render assistance to,

th."6 investigation. This reliance upon the co-operation and

mcgory of such individuals necessarily limits the definitiveness

ot the Committee'Is f indings.

C 2. Much of the information developed in the course

ofNhe investi.-gation derives from personal interviews with knowl-

edgeable individuals. To encourage f rank and complete dis-

closure, such interviews were not transcribed or otherwise re-

corded. To the extent possible, such interviews have been con-

ducted by at least two mciebers of the investigative effort.

Nonetheless, the necessary reliance up,-on the recollections and

notes of these interviewers is an additional constraint upon the

definitiveriess of the Co-w-ittee's icins

*- 3 6 -



3. Mip~ to C_ 6 the, P' zv

t~ nvestigation were :the MIr~e ythz

a special. investigation of this nature rather br

-aiz n accordance 'with generally accepe 4itim a* a

Mu Ich of- the information which f orms the basis for the Co='Lttee s

factual findings was not, and frequently c ould not* have ben

subjected to independent audit verification.

Notwithstanding these limitations, the CommitteI e does

not believe that any of its recommendations have'an inadequate

factual basis. in addition, in reaching a determination that

further investigation was not mandated to enable it to fulfill.

its charge, the Committee has considered the following factors:

1. No information has been obtained which has indi-

cated that the investigation conducted by the Committee or on its

c behalf has not been sufficient to identify examiples of those

O_ types of trkansactions which might be used to cover the making of

Scorporate political payments or which m~ight involve other mat-

ters wi .h'in the scope of the Commsittee's investigation.

2. No information has been obtained which has pointed

to a v-ignificant area material to the subjects of the Committee's

investigation which has not been subjected toinvestigative

procedures.

3. Considered business and professional judgments

by thle Co-itt@e aand by the proIfcss;ionalSF: it haIs engaged have
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been: ppl ied -in eiLr .poate.,t6rmiaW
crtain *ivestigativ0 efd r t s And the Commzittee

practical time constrain~ts and"'allocat ion of resour~0#,*,,h4

judiciously aped

4. In many cases, different individuals olet ~

of past events are! at variance, and it has not in all cases been.

possible to reconcile these differences. The Committee has -aLt

tempted to reflect these differences, where appropriate, in re-o

porting its findings.

5. The Committee has operated within certain econo~mic

an& temporal constraints. As a practical matter, it has of

coGrrse not been possible to review all transactions of the Cor-

pdttion over the period in question; nor has it been deem ed

nec~essary to follow in detail every conceivable course of in-

:estigation. Those avenues of inquiry have been pursued which

se.ped most l ikely to involve problems or abuses of the sort

ur~pr review.

Similarly, the Corarittee has believed it important to

the Corporation and its shareholders to conclude this investi-

gation as quickly as possi-ble, consistent with the goal of con-

ducting a thorough investigation and of developing a sound and

adequate basis for recommending full and ef fective remedial

actions. This belief rests in part upon the need to develop

and act upon all appropr",ato remedial actions promptly and to

- 38 -



-jQt n sue the Corporation 's shareholl0 -" i

Priate federal regulatory' age~e taie~

ha~ve been taken. It rests equally- VWp.:h&

t~t 16 that the matters before ii neead, to be a f 14

and put to. rest so that-the Ciorporation' CIof ficets May qp- io~r

with, the affairs of the Corporation, acting undtz suc~ m~.

procedures and policies as this investigation smay produce.

2. Investigative Procedures and Tech-nigies,

a. Affidavits

At an early stage in the investigation, each incumbent

*member of the Board of Directors was requested to execute a

C sworn Affidavit in a form prepared by KLJ&H, stating that he had

so not had knowledge of the making of political contributions from

the Corporation's funds prior to the disclosure of such contri-
C

butions to the Board on July 18, 1973. (See Exhibit 22: Form

Sof Affidavit). Nine directors have executed such Affidavits,

C and three other directors executed such Affidavits as amended in

Sdetails which neither the Cotnittee nor its counsel deemed

material. Schedule A sets forth the Directors who fall in each

category and the dates upon which such Affidavits were executed.

Copies of the executed Af fidavits are attached hereto as Exhib-

its 22-A through 22-L. The five directors who did not execute.

an Af fidavit, as draf ted or with modif ications in detail, were

requested to complete a detailed set of written Interrogatories.
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DESPNDZTS TO AFFIDAVTS, flS

Direc Or

J. Rob~ert Fisher'

William H. Gaxmon

Robert D. Gordon, Jr.

John R. Hall

Robert T. kMcCowan

An#u W. McDonald

R~ert S. Reigeluth

FC-H.' Rosso. Jr.

Ja~Tes W. Vandeveer

Aeidavits, As Modified, Executed:

C_ Director

Br~lan S. Downward*

Samuel C. Butler**

Wqter W. Hillenmeyer, Jr.***

-TO THE BOAI

Date Executed

February 20b., 1975

February 1, 197.5

January 29,V 1975

February 26, -1975

February.17, 197 5

January 29, 1975

January 29' 1975

January 29, 1975

January 29, 1975

Date Executed

February 14, 1975

February 3, 1975

January 29, 1975

* Mr. Downward was not present at the Board meeting on July 198, 1973, and his

AffiLdavit states that his first knowledge of the Corporation's, political con-

tribution calre when he read the minutes of the July 18 meeting.

*Mr. Butler was advised by Atkins of the fact that political contributions

had been made by the Corporation at a meeting on July 16, 19.73, two days before

the Board meeting at which a general announcement was made.

M fr. Hillenxneyer was first elected to the Board in January, 1974; his Affi-

davit states that his first kn~owledge of the Corporationis political contri-

butions was obtained from p~ioannouncemcents whichI %,crc carried in the raodia

following the July 18, 1973. Board meeting.
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b. Intor t

Cotinsel. to the, -corrmttee,:draf ted, a ''K

viewed and aproved three sets. 0f it o&

inergtories- was dSigned to elicit basic' i =004

the po'litica cotibuxtions mad frx oporate fnd s~ An.abo

certain overseas transactions; the means by which such contr4bwu

tosand transactions were accomplished and recorded ob. the

Corporation's books; and the personxs who had knfowledge of or

responsibility for such contributions and transactions. (Se

Exhibit 23: Form of Interrogatories).

These interrogatories were served upon each mem~ber-of

0the Board who did not execute an Affidavit; upon each employee

C of the Corporation who the Special Committee believed might have

knowledge of the political contributions or othOr matters

C! pertinent to this inquiry; upon one e.,I.ecutive in each operating

r- division of the Corporation; and upon certain employees with re-

Ssponsibility over the Corporation's funds transfers or other

C areas of potential abuse in connection with the subjects under

review. All recipients %.,ere requested to answer these interrog-

atories under oath and to return the completed interrogatories

to the Comxmittee.

Schedule B sets forth the-recipients of these inter-

rogatories and the dates oi! their responses.
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"Rct~ents

John V. Adams

Orin E. Atkins

Bernard A. Barnett

Joseph K. Barron

Oscar A. Blake

PauI% . Blazer. Jr.

Wilk.Un Caskey

G. M''d Charles

Wilb~tm E. Cheligren

SamuK~ B. Davis, III

C
Kennp.Zh B. Denton

Chart'Ss ff. Dougan

Edward E. Ernrick, Jr.

Eugene W1. Erickson

John C. Greene

EIRST O~F TNZQ0AO

Presen~t Pdstio*k
with t$*e

Coprto

Vice President - New
York Office

Chairman of the Board;

Chief Executive Officer

Outside Counsel

Director -Purchasing

Executive Vice President,
Ashland Oil International
Limited

Director and President
Ashland oil Foundation

Manager, Public Affairs

Executive Vice President,
Ashland (Beri-uda) Limited

Controller

Administrative Vice
*President

Vice President

President and Chief'
Executive officer -

Ashland Oil International
Limited

Retired

Director; President -

Northwestern Refining Co.

Personnel Supervisor,
Catlettsburg

March 6, i97S

March, 3, 1975

May 5, L975'

February. 20, 1975

March 7, 1975

April 3, 1975

March 27, 1975

February 24, 1975

March 3,

February

1975

18, r1975

February 21, 10975

March 17, 1975

April 12, 1975

March 28, 1975
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wi th tb.0

* ~~~ pcrton

* Assistant Divisional
Controller - Corporate

Ja~'es D. Hughes

William J. Hull

H. Earl Joudrie

C-John L. McCarty

Senior Vice President;
President - Ashland
Exploration Co.

Executive Vice President,
Ashland Oil International
Limited

Vice President-
Washington Office

Chairman, Chief Executive
Officer - Ashland Oil
Canada, Ltd.

Manager, Exploration
Domestic Accounting -

Ashland Exploration Co.

OSam Marrs Manager, Air
en, Transportation

C"Arloo #I. Mayne

,:Pranklyn M. M4offitt
N

verett Reeves

William R. Seaton

Robert L. Smith

Edward A. Van Doersten

Administrative Vice
President and General
Counsel

President, Ashland
(Bermuda) Ltd.

M4anager, Land Department

Vice Chainran of the
Board

Senior Vice President;
President - Ashland
Construction CO.

Senior Vice President;
'Pr osidont - Ashland
Cheriical CO.

March 21, 1975

March 22, 1975

February 19, 1975

March 28, 1975

March 10, 1975

March 7, 1975

February 24, 1975
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willaxt C. Voss

John H. W&I ae

Rbbert K. Warren,

Carlton D. weaver

Earl Wleaver

Clyde H4. Webb

Rol& d A. Whealy

P:Alf5 H. Winters

RobG~t E. Yancey

Vie President

Auditor

Administrative Vice
President

Senior Vice President

Consultant

Vice President -

External Affairs

Retired

Treasurer

President

MArcph 4, 197S,

March 11, 1975

March. 10, 19075

February, 14. -1975'

March 20, 1975

March 25, 1975

March 12, 1975

March 10, 1975
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cettain inf ormitioni regardini the Co p o t& Og

sdAl contos (e h Zcit' 2 4:z FormZ ~~I

These interrogatories w -,eaddressed to ZmayreL i aatt

General Counsel of the Corporation, _with "the: direction th e

serve such interrogatories upon those employees best able to'

supply the requested information. Information responsive to

these interrogatories was supplied on behalf of the Corporationi

by Willis Hi. Winters, Treasurer.

A third set of interrogatories was drafted to elicit

C4information as to what knowledge, if any, the Corporation's

C'independen't auditors might have had about the political contri-

butions which were made by the Corporation. (See Exhibit 25:

- Form of Interrogatories). These interrogatories were addressed

to those employees who were deemed most likely to have informaa-

tion about this matter, namely, Messrs. Atkins, Erickson, Seaton,

Webb and Yancey. These individuals' sworn responses to the

r interrogatories are discussed in more detail below, at pp. 141-144.

c. Questionnaires and Inauir _Letters

In the course of their investigation, C & L prepared

quesLionnaires which w.ere addressed to the U. S. employees of the

corporation and letters of inquiry which were addressed to

foreign based employees; both the questionnaires and the-inquiry

letters were designed to elicit information as to the employees'
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*pqlitical coritribut4Qlior 0teus

s,*t n- pol tical, camaigns. (e Ehbt j

10.ti$onnaire. and Letter, of Insuiry). Such requ#~

ation ,were, forwarded to 156 employees or forMer empo

responses have been obtained from all recipients.,~

sets forth the recipients of such questionnaires and4 j

and the dates of their responses.

r~quii~ias

d. Visits to Corporate offices and the
Review of Corporate Documents and,
Procedures

CDuring the course of the investigation both:,KLJ&H and,

C L visited the Corporation's headquarters in Ashland, Kentuck y

C
where many of the Corporation's financial records and other docu-

ments are centralized in orci-er to familiarize themselves With

th& operations and structure of the Corporation and with the

ne~ure and content of the documents pertinent to their respective

in~quiries. In addition, C & L visited the offices of the North-

western Refining Division, St. Paul Park, Minnesota; Ashland

(Bermuda) Ltd., Hamilton, Bermuda; the Ashland Exploration Comn-

pany, Houston, Texas; and the divisional offices of the Ashland

Construction Company in Car-bridge, 11'assachusetts, Atlanta, Georgia;

and New Haven, Connecticutt.

KLJ&H also ellamined certain corporate documents which

counsel determined to be relevrant to the investigation and which

were not othe2rwise the sjcLof review by C & L. Initially,
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R. J. Allen

E'. L. Anderson

Robert M. Anderson

John R. W. Ansdell

VIA. L. Askew, Jr.

P. Aviottir Jr.

~J. C. Ballard

I~rDavid P. Banks, Jr.

0. E. Blurton

John F. Boehmn

C. R. Borders

14. G. Boyer

Position' with the
Cop~ation,

Ass is tant Cash Manager
Treasury Department

Credit Manager & Data
Processing Manager
Northwestern Refining
Comnpany

Senior Project Engineer
Ashland Chemical Comnpany

Controller
Ashland Oil International
Limited

General Manager, rurope
Ashland Cheaical (France)
S. T.

District President
Warren Brother&s Co.---any

Application. Engineer
CS&S DYzpartmen't

P1resi c-snt
S o ,;thern States A1sphalt

Vice President
Star Construction Comp~any

Groun Vice Pre-ident-
Valvoline
Aslhli.nd Cii, Inc.

Surzc-rVisor A-CCoun'ti'ng -

Bran~ch Bank~s Activi--ty
TreasurY Depart Mnt

Divizion Controllc r

MarCh 71 1975

March 3,:'1975

Mlarch 5f 197,5

Harch 10, 1975

March 25, 1975

M-arch 6. 1975

March 3, 1.975

March 26-, 1975

March 5, 1975

March 12, 1975

March 7, 1975
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bobby C. Brown

T. W. Brown

Gilbert A. Bruno

CV
D. H. Carmer

H. IF Cartwright

Jo e Cartwright

P. J. Chase

F. 43. Cline

R. ft Colgate

S. E. Comella

John W. Connolly, Jr.

J. C. Coogan

RacigLej!t'

District President
Warren Brothers Com..pany

Vice President
Valvoline International

President
Eastern Seaboard
Petroleum Company

Vice President
Domestic Production &
Engineering
Ashland Exploraticn Com-any

March 4, 1975,

Positioii,'with the

District President
Warren Brothers Con*pAhY

Operations Manager
Direct Marketing Ccmpany

Operation Manager
Ashland Oil Nigeria

Regional Vice President
Southwest
Warren Brothers Company

District President
Warren Brothers Company

Vice President
Eastern Seaboard
Petroleum Company

Disbursement Clerk A
Treasury Departmeflt

Treasurer
Ashland Bermuda Limited

District President
Warren Brothers Comnpany

March 24,. 1975

March 20. 1975

March 3,, 1975

March 5. 1975

March 5,- 1975
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March 12, 1975

March 20# 1975

March 5o 1975

Not Dated
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C. M. Davis

S. W. Davis,. Jr.

Walter H. Deakin,Jr.

01, oseph L'igeroninmo

-M. J. Domingues

cLubbert Dost

*'Hiarry Downs

R. Duckworth

Jce E. Dunfee

R. B. Durgin

David L. Eakins

Pos4.tiern with the
Vation

Vice Prtsidernt &Plant
Manager
Kyova Pipe Comipany

President
HarrisonI Inc.

District President
Warren Brothers CoMpany

Assistant Treasurer
Ashland Oil International
International Treasury
Department.

Vice President & General
1M4anager
Polaris Plastics Corp.

Ashland Oil Nigeria

Senior Aud-Aitor International
Auditing Dopartment
London England

Vice President and General
Cotznsel
War-ren Brothers Comp~any

District President
Warren B-rothcrs Com~pany

Senior Auditor International
Inter-nationa2. Auditing
tYzpartmcnt

District Presi& nt
Warren Brothers Comnpany

International Trade
Specialist
International Tre;astry
Dc±parUrent

March~ 200 1975

March 20, 1975

March So 1975

April 17, 1975

March 13, 1975

March 4, 1.975

May 27, 1975

March 3, 1975

March 21, 1975

March 3, 1975
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3. . Farmer

T. A. Ferne

N. R. Fisher

Allan R. Galpin

A. W. Garges

C

Everett E. Gerths

P. . Gilbert

Mil.5n M. Goldberg

Noryw E. Greene

Dwaine Gulle#-t

E. E. Gutknecht

Tomi M. Hadsell

Harold J. Hale

tostion with1: 1t:ho
Cozroratioil

Executive Vice prlesident
Ashland EXploratiOn Company

Staff Analyst Il
Corporate Planning&
Analysis Department

Accountant
Valvoline Oil Limited -

London

International Departrent
Ashland Chemical ConpanY

Supervisor Lube Oil
Accounting
Accourtin Department

Resins &Plastics Dept.
Ashland Chemical Company

Region Supervisor
Direct marketing company

Accounting Manager
Polaris Plastics Corp.

Treasury Department
Ashland Explorationa Company

President
Allied oil Company

District President
Warren Brothers Company

Supervisor Field Staff
Auditing Department

Vice President
Warren Brothers Corwany

March 11, 1975,

March 24, 1975

March 10t 1975

March 28, 1975

April 3.2, 1975

March 5g 1975

March 11, 1975

March 4, 1975

March 21, 1975

March 11, 1975

March 7, 1975
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Burt E. Hamric

K. B. Hankin

William P. flarti

M Fritz Hasskanp

CC. L. Hatfield

... Arnold C. Hayden

C1
,..H. Hazenberg

C. M. Hedrick

obert H. Hiniker

Donald E. Hodgkins

R. C. 11olgate

P. R. Holmes

!Zos ['. Horn

sen~ior- ftsearch:Cedit

Group Vice Presiden~t
Ashland Exploration Compan~y

Order Processor
Valvoline Oil Limited
London

Assistant Treasurer
Ashland Oil International
New York

General Manager, Germany
Ashland Chemical Oh±o
Speyer Branch

Region Supervisor Service
Station Accounting

Senior Geologist
Ashland Exploration Company

Administrative Manager
Valvoline Oil Nederland

Assistatnt Treasurer
Treasury Department

Adinistrative Manager
Melamine Chemical, Inc.

Vice President
Warren Brothers Company

Manager Accounting ServiceS
Northwestern Ref ining
Company

District President
Warren Brothers Company

Nortlhwestern Refining
Corp a-ny

March 7#, 1975,

March- 4, 1975

March 17, 19,75

Mlarch 3, 1975

March 4, 1975

March 5, 1975

March 6, 1975

March 4, 1975

March 5# 1975

March 7, 1975

March 24, 1975

March 7, 1975
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W. . ljotOntf

William J. Hull

11orton P. Iler

P. G. Janssen

%C

Ervie W. Jenkins

G. E..Jensen

C
D. W,,Johnson

R. A. Johnson

C

G. J>.%Jones

L. P. Jones

W. H. Jones

J. B. Kite

Joseph B. Kittredge

position with the

Manager Systems&
Procedures
Industrial Chemicals&
Solvents Division

Vice President
Washiu*ngton off ice

Division Controller-
Accounting
A .hiand Exploration Com'pany

International Accountant
Ashland Oil Petroleum
Indonesia

Coordinator - Budget.
Forecasting
Ashland Exploration Com~pan~y

Administrative Assistant IV
Accounting Dep artm~ent

President
Mac' s, Inc.

President
Macasphalt Cor-poration

President
Mac~ougald-W--arren, Inc.

District President
Warren Brothers Company

President
IMagaw Construction, Inc.

Vice President
Seaboard Construction
Comnpany

Presi dent
Nc.. FIavcn Tr- - P.-ck
Co mpan y

?4ar. 1 175

March 3, 1975

March 3, 1975

March 3, 1975

March 20, 1975

March 21, 1975

March 20, 1975

March 25, 1975

March 21, 1975

March 7o 1975
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J.R.Ilinkha . er

J.R. Kneale

A. R. Lawson

E. 0. Lee

Cp&J. D. Leggett

C,
T. C. Lillard

Harold It incks
C

C William H. Lomricka

N. W. E. Long

K. A. Ludwig

R. E. Lynch

Richard J. Lyon

James V. Marcumn

Vostion 14th tbe
ro0atirn

144paging bire ctor
Va]Lvoline -Oil Nederland

President
Sam Finley, Inc..

Assistant Credit Manager
Northwestern Ref ining
Company

President
krkhola sand &Gravel
Company

Accountant II
M'ac's, Inc.

District President
Warren Brothers Company

Division Controller
Accounting Departzment

Director of Special
Finance
Executive Department

District President
Warren Brothers Company

International Accoutant
Ashland Oil N~igeria

Chief Geologist
Ashland Exploration Compainy

Attorn-ey III
Law Department

General Tax Counsel
Tax Dnnpar-t>- nt,

March 21# 1975

March 3, 1975

March 24, 1975

March 3, 1975

March 6, 1975

March 21, 1975

March 10, 1975

May 13, 1975

March 3, 1975

April 11, 1975
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(COTIVMU.D)-

,R. 3j. Zmacwe 1

Albert G. Mayer

3.D. Mconald

Oia.-les Meadows

Richard D. Nelton

W

B. R. Vlerchant

Paul&. !iller

jartJ7 c. FlOOdey

JoeWr. Moore

Arthur R. INorison

ctiarles Mullins

1. P. Muncy

09it~ with the
oorpordtibn_

5xecutive Assistat,
Ashland Petroleum.~
C 'Mpany

Assistant Treasurer
Ashland Oil, Inc.

(Retired)

Treasurer
Sam Finley, Inc.

Manager Treasury Services
Ashland Exploration Company

manager industrial Production
Division
Tri-State Plastic Xlolding
Comvpany

Manager General Accounting-
Exploration
Ashland Exploration Company

Assistant Manager
International Accounting
Ashland Explorationl Company

Administrative Assistant
Treasury Depart-eflt

Controller & AssistEant

Secretary
N~orthwestern Refining
Company

Controller
Ashland Oil CanaCda, Ltd.

Disbursement Cl.erk A
Treasury Department

Division Controller-
International
Accounting Department.

March 20t, L975

Marck 12, 1975

March 6, 1975S

March 131 197S

March 20,. 1975

March 14, 1975

March 3, 1975

march 4, 1975

March 19, 1975

March 3, 1975

March 3, 1975
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Pierre Normand

John J. Olliggins

W. W. O'Neal, Jr.

B. O'Sullivan

onald Owens

--H. P. Phillips

Cparric Piper

1Iolr.es Poolcy
C

ft. C. M. Reid

international Departxzent
Paris office

Materials Manager
Ashland oil Nigeria

District President
O'Neal Paving Corpany

General. Manager
Ashland Exploration Cor-pany
Bangladesh

Accounting Manager
Kyova Pipe Company

Supervisor Deposit Section
Credit Departr.,nt

Controller
Ashland Chemiucal Furope -
France

Assistant Treasurer
War.-en Brothers Co.-any

Director of European
Marketing
Valvoline Oil Company
Limi'ted - London

March 24, 1975

March ,10, .1975

March 25, .975

March 15# 197S

March 10,r 1975

March 3, 1.975

March 5, 1975

March 4, 1975

March 5, 1975

G. M. Pe no President March 21, 1975
Reno Construction Company, Inc..

C. Ii. Richardson

Robert M. Rock

President
Barrus Construction Co-,,any

Of fice Manager
Southern States Asphalt
Company

March 20, 1975

March 3, 1975
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S. B. Sanford

joseph B. SchliCht

P. w. Schuster

C
Edwad.L. Seay

Marshall Sher

H. D. Shockley

Davia. Sisler

C
W. B. Sneligrove

R. G. Spurrier

Robert L. Staley

J. E. Stettler

W. J. Strossen

Assistant Treasurer
Treasury Departrment

District President
Warren Brothers Company

Region Operations Manager
Direct Marketing Gorpany

District Manager III
Ashland Cherical, Company

Di-strict President
Warren Brothers Cor'pany

Acco!,ntincJ Manager
Tri-State Plastic molding
Con any

District President
Trott~i & rho-msan

Fegiofl manager
Sout-hern Oil Company of
New York

Ianager of Accounting
Clevclafld Tankers, Inc*

Assjstant Treasurer
Treasur*,y Department

M~anager, Latin ;xierica
Otilxub S.A. Industria
Quimi'.ca - Brazil

March213.7

March 3, 1975.

March 3, 1975

March 25. 1975

I-larch 3, 1975

march 24,. 1975

March 10, 1975

Mjarch- 4, 1975

Mairch 5, 1975

March 19, 1975
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N. Roest

t qr ~ration

managing Dire ctpr MJW

Valvoline Oil CompanY
(S. A.) (pty.) Limited

Manager, Exploration mar
international Accounting
Ashland Exploration Company



C.* H. Stuber!

Frankrlin Taul

Floyd Thormason, Jr.

3. W. Thompson. Jr-

Craig Thursby

C
Angelo Tornasso, Jr.

W. 3. Topmasso

F.A. Trippa

-Vdney Tucker

C

r V. Turner

Nl~

R. L. Turner

G. Van Vessem

Je..ru!s C. Van, eter

Vernon VariSant, Jr.

OositLo with the,

Manager Tanker ojpezrtion
Marine Sexvices ]Peptuaent

Special Assistant,
Ashland Excplo ration Company

Vice President
Ashland Petroleum Company

President
Thompson-Arthur Paving
Company

Assistant Controller
Accounting Departint

Regional Vice President
New Hlaven Trap Rock Ccipany

Vice President
New Iraven Trap PocRk Company

District President
Warren Brothers Com~pany

ExploratCion Manager
Ashland oil Nigeria

Flanaging Director
Valvoline Oil Liinited -

London

District President
Texas Bitulithic Company

Sales ?:c,. .not'or
Valvoline Oil Nederland

s ehiand Cii. International
International Treasury
Depaxrtr~nt

President & Chief Executive
0 i CcZ:r
Ashland 04i1 Canadar Ltd.

Mar~ch :4,0 197S5

March 2110 1975.

March 3, 1975.

March 6, 1975

March 10, 1975

March 25, 1975

March 10t 1975

March 6,r 1975

March 21, 1975

Ltarch 14, 1975

March 5, 1975

March 11, 1975
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L Volterre

kv I0. Wade

Donald Wanstrom

.. P..Ward

).ichaaqA. Wasteneys,

W, Alvin Watson

Pete kn.I. Wedgewood

John F. Wedow

Richard M. Weir

Gayl J. Wells

William J. Whelan

Harry D. Williams

D. Van Woerkom

Arthur Q. Youn~g

Meeh- 3

Position~ with the
COrttioo

Geneal anaer West. Africa
Ashland Oil. Nigeria

Region Manager
Direct Marketing Company

Manager Retail Accounting
Northwestern Refining
Company

Secretary
Ashland oil, Inc.

Group vice President-
International
Ashland Exploration Company

Secretary-Treasurer
Eastern Seaboard Petroleun
Company

Accountant
Ashland oil International

President
Cleveland Tankers,. Inc.

Staf f Auditor II
Auditing Department

Vice President
Ashland Chemical Co.

Vice President & Treasurer
Ashland Oil Canada, Ltd.

Administrative Assistant
Washington Office

Management
Ashland Oil (Nederland) B.V.

Senior- Auditor
Auditing Department

March 7, 1975

March 4, 1975

Narch '5, 1975

March 14, 1975

March 4, 1975

March 10t 1975

March 8, 1975

March 10, 1975

March 18, 1975

March 7, 1975

March 4, 1975
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the documetary, revieW (cycused on repo)rts th,0

Prepred concernirig the Cotporation's: coliti" 41

ildin the, 'Reports. -delivered to the,.Board fV i~6isfk

BE in September, 1973i and September, 1974, an,. t.$4

Report and its supplements. Counsel al 0 exatirned b si~

porate documents, including the Corpor-_-iol't Articles of Zneo'-

poration and its By-Laws and the Minut:_.s of the Boar'd of

Directors Meetings, and various do im e s, includkng: corre-

spondence, memoranda, contracts and othe.=r materials, relating to

subjects within the scope of the Comr,.1;_-.tee's investigation.'

C & L reviewed certain docu-&-ntary evidence which

othey deemed pertinent to their investi:J --tion, including books

of original entry, correspondence, ce:_. ;_acts, cash disbursement

records, vouchers and invoices, expen:-- accounts and travel and

entertainme-nt records, cancelled chec'&-I and other documents.

In connection with that documentar-y r. eC & L generally

__reviewed corporate accounting procedu: .__s, particularly inso-

C: far as thev related to cash disburse:-. .ts;- that review pro-

N** vides the principal basis for certain :-acornmendations contained

Nin this Report.

e. Perlsonal Interviw.- and Comimunications
with Corporate 'Pc_-- :_-onnel and Other
Individuals ___________

Throughout the course of th:Cormittee's investigation,

intervi-ews were conducted with mnemberi of the Board, officers

and employees of the Corporation and --ther persons believed to
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In the, majority of cases' these ievewtv

4ucted in personl in some caete ee conduct.6d b6y "t*Z-

phone.Some f these interviews were condutdb h po*

Committee, some were conducted by KLJ&H and some were -con~ducted

by C & L; in certain cases, the interviews were conducted join~tly

by representatives of two or more of these groups. Schedule D

lists the principal interviews conducted in the course of the

investigation.

Initial interviews were designed to develop background

in&rmation concerning the Corporation's operations and account-

in~p procedures in general, the making of political contributions

anil-the mechanics and uses of various overseas transactions.

C & L, in particular had extensive conferences with the Corpora-
C

tion's accounting and treasury department personnel and with its

Internal Audit Manager. In addition, it had such conferences

wit& other corporate personnel for the pitrpose of reviewing, and

sefsng clarification of, transactions for which full docuxaenta-

tiol was not initially obtainable or transactions which were

recorded on the Corporation's books and adequately documented

but which C & L believed warranted further review or investiga-

tion. Subsequent interviews by 'KLJ&1U and C & L were designed to

clarify or cross-check inform~ation which had been obtained from.

the responses to the interrogatories, the review of various

corporate documents or earlier interviews and to pursue other

matters of concern to the investigation.
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WterviesmRes

rnst, .& Emts t
(Leroy B adt~

Arloe V. Mayne

Robert K. Warren,

Wilbur E. Cheligren

John H. Wallace

Walter H. Deakin, Jr.

Charles M. Hedrick

Joseph B. Schlicht

Jamaes C. Van~eter

Alfred C. Hamrn, Jr.

Willis H. Winters

K~enneth B. Denton

Orin E. Atkins

George C. Hardin, Jr.

Robert L. Smithb

'.orton P. 11cr

Samuel B. Sanford

John McCarty

Douald E. Hodgkinls

Tom M4. Hadsell

Robert A. Reeves

James V. Marcum

February 17, 1975

February 17, 1975

February 17,v 1975

February 17, 1975

February 17. 1975

February 18, 1975

February l.B, 1975

-February 20, 1975

February 20, 1975

Feb ruary 25, 1975

February 25, 1975

February 25, 1975

March 3, 1975

March 3, 1975

March 3, 1975

March 3, 1975

March 3, 1975

Ma rch 3, 1975

M4arch 4, 1975

March 4v 1975

March 5, 1975
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C

Cww

Cow

Date of, IntoTV1*

February 10, 19175'.
LoulOvil

Ashland* KY*

Ash land. Ky.

Ashland, Ky*

Asblad. Ky.

Ashland, KY-

Ashland, Ky.

Ashland, KY.

Ashland, Ky.

Ashland,v Ky.

Ashland, Ky.

Ashland, Ky.

Pittsburgh* Pa.

Houston, Texas

Cambridge, Mass.

Houston, Texas

Houston, Texas

Houston, Texas

Cambridge, Mass.

Cambridge, Mass.

Ashland, Ky.

Ashland, Ky.



'Eugene 11'. Erikson,

Oscar A.Blake

Joel D. Moore,

Joseph. B. Kittredge

Angelo Tomasso, Jr.

W, J, Toinasso

Orin E. Atkins

William R. Seaton

RobLt E. Yancey

Gilbert A. Bruno

Joseph D). McDonald

J. R. Kneale

Clyde M. Webb

Arlq*W. Mayne

Wil1~m R. Seaton

G. Fftd Charles

F. mlt*moffitt

Phillip J. Chase

William C. Voss

Orin E. Atkins

Craig Thursby

Ernst & Ernst
(Messrs. Keller, Gardner and
Carpenter)

Ife ~ nterviev

March,197

March 6*, 1975

March 1, 1975

March 10, 1975

March 10, 1975

March 10s 1975

March 11, 1975

March 11, 1975

March 11, 1975

March 12, 1975

March 12, 1975

March 12, 1975

March 20, 1975

March 20, 1975

March 25, 1975

March 25, 1975*

March 25, 1975

March 31, 1975

aril 2, 1975

April 3, 1975

April 4, 1975

Houston, Texas:

St. Paul Park, Minn.

N~ew Haven, Com

New Haven,, Conn.

New Haven, Cohno

Ashland, Ky.

Ashland, Ky.

Ashland, Ky.

Atlanta, Ga.

Atlanta, Ga.

Atlanta, Ga.

Ashland, Ky.

Louisville, Ky.

Louisville,. Ky.

Hamilton, Bermuda

Hamilton, Bermuda.

Hamilton, termuda

Ashland, Ky.

Telephonic

Ashland, Ky.

Pittsburgh* 3
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lnttrvieees.

Orii E. 'Atkins'

Paul GO ltr Jr.

Wilburn Caskey

Wilbur E. Cheligren

Samuel B. Davis, III

Kenneth Denton

John C. Greene

Alfred C. Hamm, Jr.

PEverett Reeves

C
William C. Voss

_John H. Wallace

Robert K. Warren

C Clyde M. Webb

r" ars-; D. Williams

William 3. Hull
C

Clyde !.. lvebb

Robert E. Yancey

James D. Hughes

Orin E. Atkins

George C. Hardin, Jr.

Willi-am R. Seaton

William C. Voss

Date. Of It

April:~ 1075

April 9, 19735

April 9, 1975

April 9, 1975

April 9, 1975

April 9, 1975

April 9, 1975

April 9, 1975

April 9t 1975

April 9, 1975

April 9x 1975

April 99 1975

April 9, 1975

April 16, 1975

April 16, 1975

April 20, 1975

April 20, 1975

blay 1, 1975

May 5, 1975

May 6, 1975

May 8, 1975

May 9, 1975

Mshlnd, Ky

Ashlandy

Ashland, Ky.

Ashland, K~y.

Ashland * Ky.

Ashland,9 Ky.

Ashland, Ky.

Ash land , Ky.

Ashland, Ky.

Ashland, Ky.

Ashland, Ky.

Pittsburgh, Pa.

Pittsburgh, Pa.

Pittsburgh, Pa.

Pittsburgh, Pa.

St. Louis, Mo.

Pittsburgh, Pa..

New York, N.Y.

Pittsburgh, Pa.

London, England,
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Interiwa

Charles, R. Dougan

G. Fred Charles

Orin E. Atkins

Samuel B. Davis, III

Orin E. Atkins

Ernst & Ernst
(Messrs. Gardner and
Carpenter)

Fre.4. Vinson, Jr.

Clyde M. Webb

'7

c

PRINCIPAL Ibrr'vTzw

Date Of Zbierl

May,9 1975

May 13, 1975

May 20, 1975

May 28, 1975

June 5,.-1975

June 10. 1975

June 10, 1975

June 10, 1975

Pit tabrg'4 Pa.

New York, N.-Y.,

Ahland, IKy4

New York, -N. Y.

Louisville, Ky.

Washington, D.C.

Washington, D.C.
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4'setas of E' s prior services r h ~ aton'

inep#endent -Public accou nts' and its rd~~ ~~~:

vestigation of the CorporationIs political-'ot b i the*

work done byE & B and particularly'the documientary edo~nce of

that work, was reviewed to obtain any addition,41 inhformation

pertinent to the Committee's investigation and to prvide a basi

for certain of the Committee's recommendation~s,

Initially, C & L discussed with E personnel the

scope of E E's investigation of political contributions subse-

quent to July 18, 1973, and C & L examined E I B's work papers

relating to that investigation. In addition, C &L examined

-selected workpapers from E & E's audit engagemonts for the Cor-

poration's fiscal years ending Septl.ember 30, 1969, through

CSeptember 30, 1974. This review sought to identify unusual

transactions which had been previously noted by E & E during its

audits in those years. Certain such transactions were identified,

Nand where they deemed it appropriate, representatives of C &L

Ninvestigated these transactions in detail.

Thereafter, the three partners of E & E who had

principal responsibility for E & ls examination of the Corpora-

tion's financial statements were interviewed by KLJ&H concerning

their knowledge of the Cor-poration's political contributions,

and by I(LJ&H and C & L with respect to other matters pertinent
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tthe Commrittes nve gtim Zn r9p~s to

questin raised ing thetCoU se oftese interv~~

supplied the Committee s representatives- wit certain ~e

information drawn from their work~ papers.

g. The Analysis of Political Contributin

A central focus of this investigation has beeu the....

political contributions made by the Corporation prior, to 1973.

At the time the Committee was created, those contributions had

already been the subject of three related investigations: that

conducted by the Corporation itself; that conducted by E &E;

a d that conducted under the supervision of Messrs. McNelis and

I.-.therrian in connection with th, IRS investigation.

The sum of those investigations is reflected in the

McUlis Report, as supplemented; that Report has been the start-

inqpoint for much of this Committee's investigation. The

paFties principally responsible for the preparation of the

McNelis Report have been questioned about the means by which it

was developed, and the employees of the Corporation who had

priz~ipal responsibility for its initial investigation have also

been interviewed. As indicated above, the E & E work papers

relating to their investigation have been examined by C & L,

and their responsible partners have been questioned about their

investigation. Finally, the circumstances under which the con-

tributions were made and the means by which the contributi on
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, was generated have bP0~vae iI

tilfie4 as having knowledge-about these Mattea ti4I <Z

*nadton t o thOse areas peVioiusly iderhti.

having some conction with the making of political ib $tions,

the commnittee has reviewed other categories of: transactions or

expenditures# including expense accounts# advances to officers,

bonuses, incentive compensation arranlgem~ents, payments for con'.

sultants' fees, royalties or comimissions and the use of co-rporate

facilities, which might be the source of, or might be used,,to'

conceal, political contributions.*

h. The Analysis of Overseas Trans-
loom actions and Other Matters

The funds used to make political contributions were

SWprincipally derived Fromn overseas funds transfers ostensibly

C~ made for the benefit of the Corporation's overseas operations.

In vwof this fact, all such transactions for the period in

quostion were reviewed in an effort to insure that all fllnds so
C

diverted and made available for political contributions had been

identified. Thc accounting treatment of, and support fcr, such

transactions were reviewed, and additional documentation of

such transactions, including contracts, correspondence, paid

checks, leases and other documents were reviewed.
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In cases where these transactions iixvo l

to third Partie whic h were -inadequately. docend v4b

because of the, nature of the transaction? , were deeme4 b'C

to require further investigation, writteni represeztatiois werf!

sought from the recipients of such moneys that they had

received the funds in question and that none of the sums'so

received were returned to the Corporation, its subsidiariesf'

directors, employees or other representatives or used independently

or at the direction of any corporate employee for political

contributions in the United States., (See Exhibit 27: Form of

Representation Request).* To the extent possible, these trans-

actions were also reviewed in an attempt to determine that all

su4.,h transactions had a business justification and did not involve

an*.illegal expenditures. In this regard, the principal corporate

permonnel involved in the subject transactions were interrogated

b/iLJ&H as were many of those individuals who had received any

such payments.

C In addition, analyses of charges to selected corporate

accounts, such as consultants' fees, legal expenses, certain pre-

paid expenses, miscellaneous expenses, receivables and advances,

were obtained from the Corporation by C & L and reviewed in an

effort to determine whether any such expenditures might have in-.

volved political contributions or other illegal expenditures.

*Because of the differences in the nature of the transactions with respect
to which su~ch representations were sought, the representation requests differ
one from another although generaiLly following the form attached as an Exhibit.
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Af te identifyinq: the individ uals acdth1-

f ~ds use d for pol1itical contribulioS douteiationi %41

f rom each such individuall as to that individual's f inarnci al' f-.

fairs in an attempt to deteriewthrontay crort

employee had misapplied corporate funds for his personal b _enefit.

In this connection, federal income tax returns, bank

statements, paid checks and, in certain cases, net worth statel-

ments of the officers were analyzed to determine whether there

were unusual items of income or receipts or any accumulation of

assets for which there was no apparent source.

In addition, because the IRS investigation into the

Corporation's possible additional tax liability embraced a

similar review of these± officers' financial assets, these matterl;

Swere reviewed with the agents involved; this review was conducted

-,: with the full knowledge and consent off the individuals in question

Cand pursuant to appropriate powers of at#.-torney.

Finally, payments made to certain corporate officers

for travel expenses and other reimbu,7serments were examined for

selected years to determine whether such payments were adequately

accounted for or could have involved the reimbursement to such

off icers for expenditures made for political purposes, the

diversion of such funds for the officers' Personal ben-f it or

other illegal expenditures.
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XKLJ&H and C &L 'coordinated their inesi 6

mieans of frequent comlmuncation on, a contnug b.~.vt

spect to problems as thy aoe and new areasC t atc

that had been discovered. 'Each' reviewed the others' tentative

findings at periodic meetings and by other means. 'This' Report

reflects the combined efforts of both professional advi-sors to

the Coimmittee.

E. TH~E REVIEW OF OTHER COMPANIES' SITUATIONS

doom As a supplement tCo its factual investigation of the

Co~poratiofl's activities, the Committee has attempted to review

thr posture and procedures of the other principal companies

which entered pleas to violations of IS U.S.C. §610 and which
C

ha~.p eritcred into consent decrees with the Commission with re-

spect to political contribut-ions or related matfters. That re-

viQe; has embraced certain filings of such companies with the Comn-

rF'sion and other public doCumen-ts setting forth the actions tacen

by those companies with respect to political contributions and other

unaccounted for funds or unlawful payments; pleadings in civil

actions brought by the Commission and other governmental bodies

against such companies; pleadings in civil actions brought against

such companies by their shareholders; and other pertinent materials.

A surmmary of certain of the information derived from that review is

being submitted to the Corporation's Board of Directors for thei*,r

information simultaneou-sly herewith.
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-~~is~~etgation and Th dibht±ying 01 *6 ""

which warranted review; I t has keen equall halpftl in

benomak X;, ,for the exercieoth Co. littee' 1 ugeti

devloing the ?tecommendations which are now.Aubmitted to th'

Bard for its consideration.

F. PERSONNEL INVOLVED IN THE INVESTIGATION1

In view of the nature and scope of thi's investigation,

specific personnel from KLJ&H and C & L were assigned to their

respective engagements. The personnel having principal respon-

U? sibility for the conduct of these engagements were as follows:

Kirkpatrick, Lockhart, Johnson & Hutchison

Now2. partner
2 associates

Coopers & Lybrand

3 partners
5 managers

C 1 supervisor

In addition, both-KLJ&H and C & L drew substantially on their

other personnel for. addition1al assistance, including research

and investigative efforts, and for an independent review of the

investigation and of this Report.

As of June 26, 1975, a ;ombined total of roughly 6,000

hours of prol'ressional tirna has been devote&. to this investI-iga-
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Ziadton, th~e ComiUEttee has d voted A,

75,0 houts'to this investigation and to ,the prepa

of this lepozrt and its recommendations.
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