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VW 9 PPRECIATION MMITEE

89 AirR 26 V 5: 4 5Post Office Box 1413 0 Fort Worth, Texas 76101

April 25, 1989

Re: FEC ID No. C00012427
030244

Honorable Danny Lee McDonald
Chairman, Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Dear Chairman McDonald:

It has come to my attention that the Wright Appreciation Committee

was inadvertently not invoiced for expenses incurred during a 1985 trip

to several Texas cities, and, therefore, those expenses were not paid.

Thip trip involved an individually owned plane that was chartered for a

three-day trip in Texas on June 30 - July 2, 1985. The purpose of this

trip was to prepare for a fundraiser held in Fort Worth in November 1985.

The cost of the charjer was $8,050.16 and the Committee has now

reimbursed the owner of the aircraft. I am enclosing a copy of the amend-

w ent detailing such expenditure.

We regret this oversight and trust this procedure of reporting

C the expense will meet with the Commission's approval.

Sincerely,

-A a nt TrsYoungbloo to
Assistant Treasurer

Pald for by Congressman Wright Appreciation Commilttoe



RE OF RECEIPTS AND DISBU ENTS
For An Authorized Committee

(Summary Page)

1. NAME OF COMMITTEE (in full)

CONGRFSS4A14 WRIGHT APPRECIATION COM4ITTEE

ADDRESS (number and street) ( Check i0 different than Previously reponed.

P. 0. Box 1413

CITY. STATE and ZIP CODE STATE/DISTRICT
La

Texaa/12th

C00012427

r]YES
________________________________________________________________________________________________ I -

El April 15 Quarlerty Report

1] July '5 Ouaderfy Report

j- Oc!tober 15 Quanerlly Report

E5 January 31 Year End Report

4. TYPE OF REPORT
] Twelfth day report preceding _..-

(Type o Election)

efection on In the State of

Thirteth day report forlowlng the General Election on

In the State of

17] ty 31 Mid-Year Report (Non-election Year Only) Termination Report

Th'S r6rQ rt.ontaTnS
s' ."t #^lr V- Primary Election F- General Election [7] Special Election El Runoff Election

SUMMARY

5 Ccer,,'g Period 7 -1.-85 through -_2 -31-85

6 Nei ContribAlons (other then loans)

(a) Total Contribttons (other than loans) (from Line 11(e))

(b) Tolal C ntribJlcn RefundS (from Line 20(d)) . . . . . . .

(C) Net Contributions (other than loans) (subtract Lire 6(b) from 6(a)) .. 1

10,050.00

-0-

10,050.00
I I

7. Net Oe!.'atlng Expendtres

(a) To'al Operating Expenditures (from Line 17) ............

(b) Total Offsets to operatirg Experditures (from Line 14) .

(C) et ,Operat ng Expe-idtures (subtract Line 7(b) from 7(a)).

50,969.07

-0-

50,969.07

Cpstl on Hard at Close of Reporting Per'od (from L!ne 27) . . .. . 261.3 9

Debts and Otligatns Owed TO the ommTittee -0-
(lIG.ze a' on Schedule C and/or Schedule D) . .......

Detts and OblIgatlons Owed BY the CommIttee
(hIerr,'zo all on Schedule C and/or Schedule 0) . ..... ..

I cerl, y that I have examlned this Report and to the best of my knowledge and belief it is true, correct
and complete.
Type o, Prnt Name of Treseurer

harjorie B. Youngblood, Assistant Treasurer

22,582.00

22,582.00

84,531.53

-0-

84,531.53

For further Information
contact:

Federal Eiection Cor"n- 5s on
999 E Street, NW
Washington, DC 204S3
Toll Free 800-424-9530
Local 202-376-3120

I De'e

_ Y4-25-89
NOTE: Sut~on osee roneous, met ori ay subject the person sigrng this Repol to the peratltes of 2 U S.C. §437g

_____ . ...

I I

-I----

FEC FORM 3
(revised 4 87)

Fort Worth, Texas 76101

2. FEC IDENTIFICATION NUMBER

030244
3, IS THIS AEPORT AN AMENDMENT?

[1NO

COLUMN A COLUMN B
This Period Cltendar Year-to-Vole

-J

i F.':': , =_,- .,'x, . '!.L -'..;T,

In n I I

-- . • l n i i

Deae I



DETAILED SUMMARY PAGIb
of Receipts and Disbursements

(Page 2, FEC FORM 3)

Name of Commiltoo (in fu) ) Report Covering the Period:

CONCRESSMAN WRIGHT APPRECIATION COMMITTEE From: 7-1-85 To: 12-31-85
COLUMN A COLUMN U

I. RECEIPTS Total This Period Calendar Year-To.Date
I1. CON7RIBUTIONS (other than loas) FROM M ~ 31

(a) IndIviduats/Persons Other Than Political Committees . -. e'i ' .4 ,' .
(i) Ilemlzed (use Schedule A) . . . . . . . ...... 0.0. 0 .- "'0050.' "-
(ii) Unitemnzed ........ . .. . . ." "-. . . . .. . ."
(iii) Total of contrIbvtions from Individuals ..... . . ..... 3.050 00 7. 17 00

(b) Poltical Party Committees .... . .. ............ _-0-

(c) Other Political Committees (such as PACs) ...... ........... ,.000. 00 15,407 .00
(d) The Candidate ..... ... .... ... .................... .- ..
(e) TOTAL CONTRIBUTIONS (other than loans )(add 11(a)(iii), (b), (c) and (d)) 10. 050.00 22,582.00

12 TRANSFERS FROM OTHER AUTHORIZED COMMITTEES ....... . 0- -0-

(a) Mve or Guaranteed by the Candidate ....... ........ .0- ,-
(b) AJI Other Loans ........ ..... ........ ,... . -0- -0-
(C) TOTAL LOANS (add 13(a) and (b)) -.. . . . . 0- .. -0-

14 OFFSETS TO OPERATING EXPENDITURES (Refunds, Rebates, etc,) . . . .

15 OTHER RECEIPTS (Divdends, Interest, etc.) .... .. .. . . ....... 1 178 63 3,428.77

16 TOTAL RECE:PTS (add 11(e), 12, 13(c), 14 and 15) ...... ....... 11,228.63 26,020.77

II. DISBURSEMENTS *.. . . Y.:

17 O"ERATNG EXPENDITURES ..... ............. . . 50,969.07 84,531.53
-:I" . i , - ", ". .. .1. *. - ?- ' -, -J"

18 TRA11SFERS TO OTHER AUTHORIZED COMMITTEES.. ...... 12,000.00 12,00.00

19 LOAN REPAYMENTS - _ "-.__._. .,.

(a) Of Loa-s Made or Guaravtepd by the Candidate ....- 0- . .... -0-
(b' Of A!l O her Loans . . ._.. . . .- .... .. ...... .!-

'c) TOTAL LOAN REPAYMENTS (add 19(a) and (b)) .. .- 0- -0-
20 REFUNDS OF CONTRIBUTIONS TO:

(a) Irs6idJa's Persons Other Than Political Commilees

(b) Po;li'cA. Party Commitlees . . . . . .
(c) Oi'er Political Committees (such as PACs) . . .

(d) T OTAL CONTRIBUTION REFUNDS (add 20(a), (b) e

-0-

-0-
-0-

-0--

-0J-

-0-

21 OTHER OiSBURSEMENTS ........ ........- 3,000.00

2? TOTAL DISPURSEMENTS (add 17, 18, 19(c), 20(d) and 21).... 62,969.07 99,531.53

Il1. CASH SUMMARY

23 CASH ON HAND AT BEGINNING OF FIEPORTING PERIOD . $ 52,001.83

24 TOTAL RECEIPTS THIS PERIOD (from Line 16) . $ 11 ,228.63

25 SUBTOTAL (add Line 23 and Line 24) ........... ......... $ 63,230.46

M TOTAL DISBJRSEMENTS THIS PERIOD (from Line 22) ........ ...... $ 62,969.07

27 CASH ON HAND AT CLOSE OF THE REPORTING PERIOD (subtract Line 26 from 25). $ 261.39

I'Ys

11 -

12

2C a



SCHEDULE B ITEM IZISBURSEMENTS
PAGE OFrate echaeduI01) Am en iment)

category of the 1 ...-|_
00 d mmary Poeg FO hLINE NUMBER

1I 17

Any Information copied from such l portt nd Ststdl nent may not be sold or used by T i¢ y person for t purpose of soliciting contributton of for commrercal

purpes", other then using the name and address of any political cormittee to Solicit contributonIs from such corrtrt@.

NAME OF COMMITTEE (In Full)

CONGRESSMAN WRIGHT APPRECIATION

A. Full NMame, Malling Address and ZIP Code

Ken good,,q =~ ~~ C .. .. &-ftt A l-- Al'
1/41.). Prestonui R oa[ j ~., ...

Dallas, Texas 75240

El. Full Name, Melling Addres and ZIP Code

COMMITTEE

, 5 .f...bur e
Purpose of Disbursement

Reimbursement for air

11,r ave I---
DIsbursement for:

Other (specify)

Purpose of Disbursement

-;ureeent ,or: I rin i -ry1 3 efl

Other (specIty)

_ 
I

C. Full Name, Malling Address and ZIP Code

0. Full Name, Melting Address and ZiP

1. Full Name, Mailing Address and ZII

F, Full Name, Malnlrg Addrst end ZIP Code

0. full Name, Malling Addreee and ZIP Code

H. full Name, Mal i g Addrue end ZIP Code

I, Full Name, Milting Addrau end ZIP Code

PurpOse of Disbursement

Disbursement for.. Ul7pimo,_J General
-q Other (specify)

Code Pjrpose of Disbursement

DShurl es , ' oe L_JP rY en ral
-n Other (specifyl

Code Purpose of Oisbursement

6 for: Priry General
7Olr(specify) _____

Purpose of Disbursermen! De (ronth.
day, Veer)

o:,bu,,,mn, ,or'T-_ PrIr L__ 0nj 0
- Other (specify) +

Purpose of D;sb>ursement ai mnh
S da,', Year)

. b el 0,'o,.: ., U Prr-srI
F]other (peclfy)

Purpose of D$b.'ln anent i

f~rr

-]Other (91aecIly )

Purpose of Cpsborsme.!ni

DiSt : U Primary TjJGmneralj

day. year)

4-25-89

Date (month,
day. year)

Disbursement This Perior

8,050-16

Amount of Each
Oiburtement This Perlod

Date (onth, Amount of Each
day, year) Disburement Th;s Period

OatS l~oI~th, Amount of Each
[aty month

day, Veer)
Amount of erh

04iburse,-iont TMI, Pef;od

Dte month, Arount of Eah
day, year) Oisburw-ient Thris Period

A,r.lun o Earh
CiSbul.KrT'e. T'is Per*,7

Amount of Eoc'
Oisbutrfent Tfi$ Pe'od

Ar L,,t of Each
OSburv."n.nit Tt'es Per d

Amun ifEc
Arnount of Each

Disburse nelt THIS Period

Olo %r'orih,
day, yC5V)

day, year)

SUTOALofOibusm~lt TisPae otIa)------ ------------------------------------ 8,050.16

S U T O T A L o f i b u rso n en l T h is P a e n O pu eo n e l) . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . .

TOTA L This Period (lost page this line num ber only) ........................................... .... . ....... i ..'

I ImTm LmlIIITll ll l&qll Eli tie II

C. Furl Name, Mailing Add, i and ZIP Codo

not"r (spe0y), i

| |



L0-

FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20463

May 4, 1989

Ms. Marjorie B. Youngblood
Assistant Treasurer
Wright Appreciation Committee
P0 Box 1413
Fort Worth, TX 76101

Re: PreMUR 215

r~l Dear Ms. Youngblood:

This is to acknowledge receipt of your letter dated
April 25, 1989, pertaining to the Wright Appreciation
Committee's recent payment of a debt owed for a 1985 plane
charter. You will be notified as soon as the Federal Election
Commission takes action on your submission.

If you have any questions, please call Janice Lacy, the
attorney, assigned to this matter, at (202) 376-8200. For
your information, we have attached a brief description of the
Commission's procedures for handling matters such as this.

Sincerely,

Lawrence M. Noble
General Counsel

by: GeorgeF se
Acting Associate General
Counsel

Encl1osure
Procedures
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FEDERAL ELECTION COMMISSION
WASHINC TON. D C 20463

May 4, 1989

Ms. Marjorie B. Youngblood
Assistant Treasurer
Wright Appreciation Committee
P0 Box 1413
Fort Worth, TX 76101

Re: PreMUR 215

Dear Ms. Youngblood:

This is to acknowledge receipt of your letter dated
-~April 25, 1989, pertaining to the Wright Appreciation

Committee's recent payment of a debt owed for a 1985 plane
charter. You will be notified as soon as the Federal Election
Commission takes action on your submission.

If you have any questions, please call Janice Lacy, the
attorney, assigned to this matter, at (202) 376-8200. For

0) your information, we have attached a brief description of the
Commission's procedures for handling matters such as this.

Sincerely,

Lawrence M. Noble
General Counsel

By: GeorgeF se
Acting Associate General
Counsel

Enclosure
Procedures
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FEDERAL ELECTION COMMISSION
999 E Street, N.W.

Washington, D.C. 20463 SEST
FIRST GENERAL COUNSEL'S REPORT

Pre-MUR 215
STAFF MEMBER: Phillip Wise

SOURCE: S U A

RESPONDENTS:

RELEVANT STATUTES:

S P O N T E

Congressman Wright Appreciation
Committee and Henry Kerry,
as treasurer

Ken Hood

2 U.S.C. S 434(b)
2 U.S.C. S 441a(a)(1)(A)

INTERNAL REPORTS CHECKED: None

FEDERAL AGENCIES CHECKED: None

Pre-MUR 215 is a sua sponte submission by Marjorie

Youngblood, assistant treasurer of the Congressman Wright

Appreciation Committee, the principal campaign committee of

Rep. Jim Wright of Texas. The letter from Ms. Youngblood notes

that the Committee had not been invoiced for, and had not paid,

expenses for an airplane charter in 1985. The letter also notes

that the cost had now been reimbursed and an amendment to the

Committee's 1985 Year End Report had been filed showing the

reimbursement on April 25, 1989, of $8,050.16 to Ken Hood, the

owner of the aircraft.

On May 17, 1989, the Conservative Campaign Fund, by its

chairman Peter Flaherty and its treasurer Kenneth Boehm, filed a

complaint, identified as MUR 2879, against several individuals

and Jet Fleet Corporation. In Count Two, the complaint alleges

violations of the reporting requirements and the prohibition on



-2-

corporate contributions with respect to the 1985 airplane charter

that is also the subject of Pre-MUR 215. Notification of the

complaint in MUR 2879 was sent to the respondents on May 25,

1989.

Because of the overlap between Pre-MUR 215 and MUR 2879 on

the issue of the airplane charter, this Office will wait until

the responses to the complaint in MUR 2879 are received. We will

then further report to the Commission in both Pre-MUR 215 and MUR

2879 with appropriate recommendations.

0
Lawrence M. Noble
General Counsel

Date BY:

Associate General Counsel

c)



?IAUCOPY ROOM

BEFORE THE 19AY17 ANMIV,5b
FEDERAL ELECTION COMMISSION

OF THE
UNITED STATES OF AMERICA

In the Matter of: ))
James C. Wright, Jr. ))
George A. Mallick ))
Thomas M. Gaubert )

MUR_____
Kenneth C. Hood )

Edwin McBirney ))
Jet Fleet Corporation )

Defendents. )

COMPLAINT

Conservative Campaign Fund, a political action committee
having its principal place of business at 1156 Fifteenth Street,
N.W., Suite 500, Washington, D.C., 20005, hereby files this

C) Complaint against the Speaker of the House of Representatives,
James C. Wright, Jr., of Ft. Worth, Texas; George A. Mallick, of
Ft. Worth, Texas; Thomas M. Gaubert, of Dallas, Texas; Kenneth C.
Hood, of Dallas, Texas; Edwin McBirney, of Dallas, Texas; and Jet
Fleet Corporation, of Dallas, Texas. This Complaint is based on
suspicion and belief that the defendents have conspired to
violate and have violated provisions of the Federal Election
Campaign Act of 1971, as amended. 2 U.S.C. 431, et seq.

COUNT ONE

Defendents Wright and Mallick violated the contribution
limits of the Act, and the reporting requirements contained
therein through a scheme described on page 175 (attached as
Exhibit -,) of the "Report of the the Special Outside Counsel in
the Matter of Speaker James C. Wright" released on February 21,
1989 by the Committee on Standards of Official Conduct of the
U.S. House of Repesentatives.

-1-



COUNT TWO

Defendents Wright, Gaubert, Hood, McBirney, and Jet Fleet
Corporation violated the contribution limits of the Act, the
reporting requirements contained therein, and the prohibition on
corporate contributions through various questionable activities
described in the article from the April 28, 1989 edition of the
Wall Street Journal, attached as Exhibit #2.

The same article reports that Defendent Wright admitted
guilt of these violations in a letter to the Commission dated on
or about April 27, 1989. Defendent Wright allegedly claims the
violations occured due to an "oversight." The Commission is asked
to note, however, the circumstances under which the alleged
"oversight" came to light as well as the reported statements by
the former Chief Financial Officer serving Defendent McBirney to
the effect that use of the jet "was to be gratis."

Was the failure by Defendent Wright's campaign committee to
pay for use of the jet an "oversight" or was it a deliberate
attempt to violate the law? Do Defendent Wright and Defendents
Gaubert, Hood, and McBirney, the three of whom have been
implicated in alleged criminal activity pertaining to the Savings
and Loan industry, continue to conceal the true nature of the
arrangement? The public has a right to know and the Commission
has an obligation to find out.

This Complaint is executed by Conservative Campaign Fund
o under penalty of perjury and subject to the provisions of Section

1001 of title 18 United States Code.

CONSERVATIVE CAMPAIGN FUND

By:
Peter T. Flahertta aJ /_

By: L-./ )
B enneth F. Boehm, Treasurer

Sworn to and declared before me this ___ day of May, 1989.

Notry Public

My Commission expires:

-2-



Fxhibit #1

175

lated party for approximately $2,125,000. [Exhibit E-37, p. 4.1
Mallick sold the Park Ridge development for an unknown amount to
an unknown party at the end of 1980. [Exhibit E-36, p. 5.1 All we
know is that by December 31, 1981, the Mallick Company owed
nothing on the Park Ridge development and held a note for $560,000
from National Union Fire Insurance Company secured by a second
lien on Park Ridge Phases I and II. [ Exhibit E-37, pp. 4, 11.1 By April
1981, the only real estate assets the Mallick Company held were two
condominiums in New York City, the Mallicks' personal residence in
Fort Worth, two parcels of undeveloped residential land in Fort
Worth, and nearly 300,000 square feet of undeveloped commercial
land in Fort Worth. [Exhibit E-36, pp. 7-8.1

In 1981, Mallick began construction on the Hulen Towers office
complex. The complex was originally designed to contain three six-
story office buildings [Exhibit E-86, pp. 6, 9J, but was later modified
to include two six-story office buildings and a retail center. [Exhibit
E-87.1 Each Tower had 70,000 square feet of office space, and the
Retail Center had 30,000 square feet of retail space. [Id. I The Hulen
Towers South, the first of the three structures to be built, was
completed by the end of 1983. [See Exhibit E-88.1 An appraisal
valued the Hulen Towers South property at $7,350,000 as of the end of
1983. [See Exhibit E-86, p. 3.]

Construction of the Hulen Towers North proceeded rapidly, and
was completed by mid- or late- 1985. [ Exhibit E-41, p. 1. 1 On June 30,
1985, Mallick valued each of the Hulen Towers at $8.0 million. [Id.]

0:) Subsequent appraisals valued the Hulen Towers North at signifi-
cantly less, however. An appraisal of the Hulen Towers North in June
1987, referred to an appraisal performed in July 1986, which valued
the property at $6.79 million. [ Exhibit E-89, p. 1.] The 1987 appraisal
valued the Hulen Towers North at $5.9 million. [Id. ] The Hulen
Towers North had few tenants, although one of them was the
"Wright Congressional." [Exhibit E-90.] The Wright Congressional
Club paid rent at a rate significantly less than that paid by the other
tenants. [Id.]"

" The Wright Congressional Club paid base rent of $435 per month for 62.5 square
feet of office space on thie sixth floor of the Hulen Towers North. or approximately $0.70

per square foot per month. The other paying tenants on the sixth floor paid between
$1.18 and $1.40 per square foot per month. [Exhibit E-90.1 This arrangemen, appears
to be an in-kind campaign contribution from Mallick to the Wright Congressional
Club of roughly $300 per month, or $7,200 over a two-year election cycle. This
arrangement thus appears to violate the contribution limits in the Federal Election
Campaign Act. 2 U.S.C. § 441aai 1)(A). and the reporting requirements contained
therein. 2 U S.C. § 434, b3).



Exhibit #2

AIB THE WALL STREET JOURNAL FRIDAY, APRIL 28, 1989

POUTICS & POLICY

Wright Took '85 Trip on Jet Paid for by Ex-Official of Texas S&L
Speaker's Committee Sent

Check Only This Week;E ouse Didn't Investigate

By BROOKS JACKSON
Stall Repeter of Tun WAL.L STirci JOURNAL

WASHINGTON-Rep. James Wright ac-
cepted free use of a twin-engine jet. an ap-
parently Illegal gift costing more" than
$8.00, from a Texas businessman expelled
from the th1ift industry because of a fed-
eral bank-fraud charge.

The free three-day trip shows Mr.
Wright was even more deeply involved
with a ring of high-flying Texas savings-
and-loan operators than was previously
known. It also links him mor, closely than
ever to a supposedly Independent political
fund that federal prosecutors say was
fueled In part by Illegal corporate S&L do-
nations.

The speaker's re-election committee
Tulft night sent a check to cover the
fliH nost four years after the fact and
aftffrhe Wall Street Journal started mak-

Ing inquiries about the apparent gift. Yes-
terday, a Wright spokesman called the fail-
ure to pay for the trip earlier an "over-
sight."

The speaker is already in hot water be-
cause the House ethics committee cited
him for 69 possible
violations of House -.

rules. But the jet
trip seems to have
been missed by the . -

ethics panel's spe-
cial counsel, Rich-
ard Phelan, whose
report makes no
mention of it. Mr.
Phelan argued that -

the Texas Democrat
should be cited for -1

four counts of exer-
cising undue Influ- James Wriqhf
ence on federal sav
ings-and-loan regulators on behalf of Texas
S&Ls. The ethics committee dropped all
those counts, however. One count involved
an S&L owner who was along on the plane
trip, Thomas Gaubert. But the ethics panel
dropped It April 6 by a vote of 8-4, with all
six Democrats and Republicans James

Hansen of Utah and Larry Craig of Idaho
siding with the speaker.

Whlie the latest news probably won't
cause the ethics committee to re-examine
Mr. Wright's lobbying for S&Ls, It com-
pounds his political problems, adding de-
tall to an already unflattering picture of
his ties to the $100 billion S&L disater.

The owner of the Falcon 20 jet was Ken-
neth C. Hod, who at the time of the trip
had agreed to plead guilty to a federal
charge of concealing a felony-misapplica-
tion of a $600,000 loan at a Dallas bank.
Later he formally entered a guilty plea
and was sentenced to a $500 fine, three
years of probation and 450 hours of com-
munity service. His probation was later ex-
tended through 1990 on grounds that he lied
to court officers about his failure to file
federal Income-tax returns for the years
1981 through 1987.

Messrs. Wright and Gaubert rode along
with several members of the congress
man's staff on an elght-city tour of Texas
ending July 2, 1985, according to invoices
rendered by Jet Fleet Corp. of Dallas,
which operated the aircraft for Mr. Hood.
A Wright spokesman said it was a trip t-
prepare for a $1 million political fund-rals-

t7 6 ; I 0 t7 ("k

Ing event, billed as the "Cowtown Jambo-
ree," that Mr. Wright held several months
later In Fort Worth.

The documents show that Jet Fleet
hilled Mr. Hood at his corporate address
for $8,0W.16 on July I1, 1985. Vickle Rosell,
Mr. Hood's former chief financial officer,
recalls that she handled the Invoice and
that Mr. flood wrote a check on his per-
sonal accotnt to cover the expense. "Mr.
Wright was never billed," she said. "This
was to be gratis. .. . I never got a check
I from Rep. Wright I while I was there." She
says she left Mr. Hood's employment In
June i986.

Mr. Htood didn't return telephone calls
yesterday.

Mr. Wright's re-election committee, In a
letter to the Federal Election Commission
released yesterday, said It had paid the
S8,050.16 after discovering this week that
the committee "was not invoiced" for the
flight. "We regret this oversight," the let-
ter said.

Mr. Hood had been a lending officer of
another Institution, Western Savings Asso-
ciation, which later gained notoriety when
It collapsed at a cost to the federal Insur-
ance fund estimated at $1.4 billion. But he
left Western in 1984 when he was charged
in the bank case, and federal regulators
say he now Is barred from the S&L Indus-
try.

He set up a Dallas development com-
pany, Century Investments Corp., In No-
vember 1984 and soon was Involved In S&L-
financed land transactions that are cur-
rently under Investigation by federal au-
thontles as part of a massive Investigation
of possible fraud by thrift executives and
developers. Mr. Hood acquired the Falcon
20 jet .lan. 31, 1M5, according to Federal
Aviation Administration records. Ms. Ro-
sell says he bought It from Sunbelt Savings
for $1.3 million, financed by a loan from
Sunbelt.



Exhibit #2 (continued)

Grumbled at Instructions
Ms. Rosell says Mr. Hood grumbled at

the time that In paying for the flight he
was following Instructions from another
S&L executive, Edwin McBlrney. then
chairman of Sunbelt, currently one of the
chief targets of the federal Investigation.
The subsequent collapse of Sunbelt left It
an estimated $518 million in the red. Ms.
Rosell quoted Mr. Hood as saying, "McBlr-
ney said I have to let Jim Wright use the
jet this week." Mr. Hood and his compa-
nies owed more than $90 million to Sunbelt
by the end of 1996. according to federal
regulators.

Mr. McRirney was a business aid politi-
cal associate of the speaker'; frien(; Mr.
Gaubert. who was principal owner of Inde-
pendent American Savings Association.
Losses at Mr. Gaubert's now-defunct S&L
are estimated at 5713 million.

Messrs. McBlrney and Hood weren't
along on the trip, but Mr. Wright did pres-
ent to Mr. Hood a small brass and wood
plaque with a small gavel to show his ap-
preciation. "Ken had it mounted right next
to his phone on the plane," Ms. Rosell
said.

Invoices show Mr. Gaubert and an aide
boarded the plane at Dallas June 30,
picked up Rep. Wright and several aides
Including his chief of staff Marshall Lynam
at Fort Worth's Meacham Field. and trav-
eled during three days to Brownwood, El
Paso. Midland. San Antonio, Dallas. San
Antonio again, Houston. and back to Fort
Worth. Records at the Federal Election
Commission show Mr. Wright's various po-
litical committees paid for some lodging,
meals and reception expenses in those cit-
ies during the time of the trip.

Failure to pay for the airplane appears
to have violated federal campaign-finance
laws on two counts-failure to report an in-
kind political donation and acceptance of
an excessive donation by Mr. Hood. How-
ever. Mr. Wright's belated reimburse-nent

probably removes the threat of action by
the commission.

It isn't Mr. Wright's first such embar-
rassment. Mr. Wright on July 10, 1984. was
flown from Dallas to Shreveport, La., and
Los Angeles aboard a plane owned by Ver-
non Savings Association, another Texas
S&L that collapsed with massive losses to
the government. Mr. Wright also inter-
ceded with federal Tegulators at the re
quest of Vernon's owner Donald Dixon In
1986 and later became angry when he felt
he hadn't gotten his way. Afterward his
aide Phil Duncan asked the Bank Board to
fire an official who disputed Mr. Wright's
interpretation of the Incident, according to
Mr. Phelan's report.

The 1984 Vernon flight was arranged
through Mr. Gaubert by the I)emocratic
Congressional Campaign Committee,
which failed to pay for the aircraft until
the flight logs turned up in public court
records in 1987. Also made public then
were billings showing the campaign com-
mittee failed to pay for several political
functions it held aboard the 112-foot yacht
"High Spirits," which Vernon kept on the
Potomac.

Mr. Wright has said he met Mr. Dixon
only once and wouldn't know him "if he
walked In the door." However, Mr. Phelan
revealed in his report that Mr. Wright was
photographed with Mr. Dixon aboard the
yacht, and later inscribed a copy of the
picture: "For Don Dixon. with very best
personal regards. Jim Wright" The In-
scription was dated Oct. 21, 1985.

The trip aboard Mr. Hood's airplane
puts Mr. Wright In the middle of a continu-
Ing legal controversy arising from a 1985
special election In Texas' first Congres-
sional District. Mr. Gaubert organized a
political action committee, called "East
Texas First," which spent nearly $100,000
to support the election of the Democratic
candidate, Jim Chapman. Federal law per-
mits such large expenditures only If they
are completely Independent of the candi-
date's own campaign. But Mr. Wright was
deeply Involved both with Mr. Gaubert and
the Chapman campaign.

The PAC's funds came mostly from
Texas S&L executives, their wives and
their borrowers. Donations of $1,000 or
more each came from Messrs. Hood,
McBIrney, Dixon and Gaubert.

S ? 0 17 r

Possible Violation
The Wall Street Journal reported in

July 1987 that a person familiar with the
fund-raising drive said directors of Mr.
McBirney's S&L were reimbursed for their
donatlons out of corporate funds, a viola-
tion of federal campaign law. In January
federal prosecutors secured Indictments of
three other donors to the East Texas First
PAC, all former executives of Commodore
Savings Association, for allegedly giving Il-
legally to Mr. Gaubert's PAC and others.
All three have pleaded Innocent: a trial Is
set to begin Monday In federal court In
Dallas.

Federal prosecutors haven't pointed
any finger at Mr. Wright, but he has nu-
merous ties to the PAC. For one thing, his
three-day trip with Mr. Gaubert took place
In the midst of Mr. Gaubert's fund-raising
efforts. Several $1,000 donations came In
July I and 2. during the trip, according to
the PAC's reports to the Federal Election
Commission. However, Mr. Wright's
spokesman Mark .ohnson said. "This fund-
raising trip was solely for the speaker's
fund-raising efforts, not for East Texas
First."

The PAC spent most of Its money to
hire Wright political allies, including Mr.
Wright's personal poll-taker Jim Kitchens,
former Wright staff aide Sissy Day and
Fort Worth printer Carlos Moore, pub-
lisher of the speaker's profitable book,
"Reflections of a Public Man." Near Elec-
tion Day the PAC also paid for buses to
bring In campaign workers from Mr.
Wright's congressional district. Mr. Chap-
man won narrowly.
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FEDERAL ELECTION COMMISSION
WASHINGTON DC 20463

ciMay 25, 1989

Peter T. Flaherty, Chairman
Kenneth F. Boehm, Treasurer
Conservative Campaign Fund
1156 Fifteenth Street, NW
Suite 500
Washington, DC 20005

RE: MUR 2679

Dear Mr. Flaherty and Mr. Boehm:

N0 This letter acknowledges receipt on May 17, 1989, of your
'0complaint alleging possible violations of the Federal Election
-~Campaign Act of 1971, as amended (the "Act"), by the Honorable

James C. Wright, Jr., the Congressman Wright Appreciation Com-
mittee and Henry Kerry, as treaserer, the Wright Congressional
Club and Henry Kerry, as treasurer, Kenneth C. Hood, Thomas M.
Gaubert, Edwin McBirney, George A. Mallick, and the Jet Fleet
Corporation. The respondents will be notified of this complaint
within five days.

You will be notified as soon as the Federal Election Commis-
C) sion takes final action on your complaint. Should you receive

any additional information in this matter, please forward it to
V* the Office of the General Counsel. Such information must be

sworn to in the same manner as the original complaint. We have
numbered this matter MUR 2879. Please refer to this number in
all future correspondence. For your information, we have at-
tached a brief description of the Commission's procedures for
handling complaints. If you have any questions, please contact
Retha Dixon, Docket Chief, at (202) 376-3110.

Sincerely,

Lawrence M. Noble
General Counsel

By: LoisG.Lre
Associate General Counsel

Enclosure
Procedures



IS.FEDERAL ELECTION COMMISSION
WASHINCI ON. D( 20463

May 25, 1989

The Honorable James C. Wright, Jr.
US House of Representatives
1236 Longworth HOB
Washington, DC 20515-4312

RE: MUR 2879
Honorable James C.
Wright, Jr.

Dear Mr. Wright:

The Federal Election Commission received a complaint which
alleges that you may have violated the Federal Election Campaign
Act of 1971, as amended (the "Act"). A copy of the complaint is
enclosed. We have numbered this matter MUR 2879. Please refer
to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate in
writin9 that no action should be taken against you in this
matter. Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this matter.
Where appropriate, statements should be submitted under oath.

C() Your response, which should be addressed to the General Counsel's
Office, must be submitted within 15 days of receipt of this
letter. If no response is received within 15 days, the Commis-
sion may take further action based on the available information.

This matter will remain confidential in accordance with Sec-
tion 4379(a) (4)(B) and Section 4379(a) (12)(A) of Title 2 unless
you notify the Commission in writin9 that you wish the matter to
be made public. If you intend to be represented by counsel in
this matter, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number of
such counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



If you have any questions, please contact Phillip Wise, the
attorney assigned to this matter, at (202) 376-6200. For your
information, we have attached a brief description of the
Commission's procedures for handling complaints.

Sincerely,

Lawrence M. Noble

General Counsel

By: Li .Lre
Associate General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20463

May 25, 1989

Henry Kerry, Treasurer
Congressman Wright Appreciation
Committee

PO Box 1413
Fort Worth, TX 76101

RE: MUR 2879
Congressman Wright
Appreciation Committee
and Henry Kerry, as
treasurer

CI\ Dear Mr. Kerry:

The Federal Election Commission received a complaint which
alleges that the Congressman Wright Appreciation Committee and
you, as treasurer, may have violated the Federal Election Cam-
paign Act of 1971, as amended (the "Act"). A copy of the com-
plaint is enclosed. We have numbered this matter MUR 2879.
Please refer to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate in
0) writing that no action should be taken against you and the Con-

gressman Wright Appreciation Committee in this matter. Please
V, submit any factual or legal materials which you believe are

relevant to the Commission's analysis of this matter. Where
appropriate, statements should be submitted under oath. Your
response, which should be addressed to the General Counsel's
Office, must be submitted within 15 days of receipt of this
letter. If no response is received within 15 days, the Commis-
sion may take further action based on the available information.

This matter will remain confidential in accordance with Sec-
tion 4379(a) (4) (B) and Section 437g(a)(12)(A) of Title 2 unless
you notify the Commission in writing that you wish the matter to
be made public. If you intend to be represented by counsel in
this matter, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number of
such counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



If you have any questions, please contact Phillip Wise, the
attorney assigned to this matter, at (202) 376-8200. For your
information, we have attached a brief description of the
Commission's procedures for handling complaints.

Sincerely,

Lawrence M. Noble

General Counsel

By: Lois G Lerne
Associate General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



FEDERAL ELECTION COMMISSION
WASHIN;TON, DC 20463

May 25, 1989
S? FE

Henry Kerry, Treasurer
Wright Congressional Club
PD Box 1413
Fort Worth, TX 78101

RE: MUR 2879
Wright Congressional Club
and Henry Kerry, as
treasurer

Dear Mr. Kerry:

The Federal Election Commission received a complaint which
alleges that the Wright Congressional Club and you, as treasurer,
may have violated the Federal Election Campaign Act of 1971, as
amended (the "Act"). A copy of the complaint is enclosed. We
have numbered this matter MUR 2879. Please refer to this number
in all future correspondence.

Under the Act, you have the opportunity to demonstrate in
writing that no action should be taken against you and the Wright
Congressional Club in this matter. Please submit any factual or

C) legal materials which you believe are relevant to the
Commission's analysis of this matter. Where appropriate, state-
ments should be submitted under oath. Your response, which
should be addressed to the General Counsel's Office, must be sub-
mitted within 15 days of receipt of this letter. If no response
is received within 15 days, the Commission may take further ac-
tion based on the available information.

This matter will remain confidential in accordance with Sec-
tion 437g9(a)(4)(B) and Section 437g(a) (12) (A) of Title 2 unless
you notify the Commission in writing that you wish the matter to
be made public. If you intend to be represented by counsel in
this matter, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number of
such counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



If you have any questions, please contact Phillip Wise, the
attorney assigned to this matter, at (202) 376-8200. For your
information, we have attached a brief description of the
Commission's procedures for handling complaints.

Sincerely,

Lawrence M. Noble
General Counsel

By: Lois G.
Associate General Counsel

Enclosures
1. Complaint
2. Procedures

(N 3. Designation of Counsel Statement



FEDERAL ELECTION COMMISSION
WI 1 U WASHINGTON, DC 20463

May 25, 1989

Mr. Kenneth C. Hood
14755 Preston Road
Suite 810
Dallas, TX 75240

Re: MUR 2879

Kenneth C. Hood

Dear Mr. Hood:

The Federal Election Commission received a complaint which
alleges that you may have violated the Federal Election Campaign
Act of 1971, as amended (the "Act"). A copy of the complaint is
enclosed. We have numbered this matter MUR 2879. Please refer
to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate in
writing that no action should be taken against you in this
matter. Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this matter.
Where appropriate, statements should be submitted under oath.
Your response, which should be addressed to the General Counsel's

C) Office, must be submitted within 15 days of receipt of this
letter. If no response is received within 15 days, the Commis-
sion may take further action based on the available information.

This matter will remain confidential in accordance with Sec-
tion 4-37g(a) (4) (B) and Section 437g(a) (12) (A) of Title 2 unless
you notify the Commission in writing that you wish the matter to
be made public. If you intend to be represented by counsel in
this matter-, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number of
such counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



If you have any questions, please contact Phillip Wise, the
attorney assigned to this matter, at (202) 376-8200. For your
information, we have attached a brief description of the
Commission's procedures for handlin9 complaints.

Sincerely,

Lawrence M. Noble
General Counsel

By: Lois;G erner
Associate General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement

r)I
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i~FEDERAL ELECTION COMMISSION

WI ~ U. WASHINGTON. DC 20463

rE~ May 25, 1989

Jet Fleet Corporation
C/o William F. Manly
3211 Southland Center
Dallas, TX 75201

RE: MUR 2879

Jet Fleet Corporation

Gentl1emen:

The Federal Election Commission received a complaint which
alleges that the Jet Fleet Corporation may have violated the
Federal Election Campaign Act of 1971, as amended (the "Act"). A
copy of the complaint is enclosed. We have numbered this matter
MUR 2879. Please refer to this number in all future
correspondence.

Under the Act, you have the opportunity to demonstrate in
- writing that no action should be taken against the Jet Fleet Cor-

poration in this matter. Please submit any factual or legal
materials which you believe are relevant to the Commission's
analysis of this matter. Where appropriate, statements should be

C) submitted under oath. Your response, which should be addressed
to the General Counsel's Office, must be submitted within 15 days
of receipt of this letter. If no response is received within 15
days, the Commission may take further action based on the avail-
able information.

This matter will remain confidential in accordance with Sec-
tion 437g(a) (4) (8) and Section 4379(a) (12) (A) of Title 2 unless
you notify the Commission in writing that you wish the matter to
be made public. If you intend to be represented by counsel in
this matter, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number of
such counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



If you have any questions, please contact Phillip Wise, the
attorney assigned to this matter, at (202) 376-6200. For your
information, we have attached~ a brief description of the
Commission's procedures for handling complaints.

Sincerely,

Lawrence MI. Noble

General Counsel

By: Lois G rer
Associate General Counsel

Enc losures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



FEDERAL ELECTION COMMISSION

WASHINGTON DC 20463

>~~JI&~h#May 25, 1989

Mr. Thomas M. Gaubert
4211 Shore Crest Drive
Dallas, TX 75209

RE: MUR 2879
Thomas M. Gaubert

Dear Mr. Gaubert:

The Federal Election Commission received a complaint which
alleges that you may have violated the Federal Election Campaign
Act of 1971, as amended (the "Act"). A copy of the complaint is
enclosed. We have numbered this matter MUR 2879. Please refer

(~) to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate in
writing that no action should be taken against you in this
matter. Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this matter.
Where appropriate, statements should be submitted under oath.
Your response, which should be addressed to the General Counsel's
Office, must be submitted within 15 days of receipt of this

C-) letter. If no response is received within 15 days, the Commis-
sion may take further action based on the available information.

This matter will remain confidential in accordance with Sec-
tion 4379(a) (4) (B) and Section 437g(a) (12) (A) of Title 2 unless
you notify the Commission in writing that you wish the matter to
be made public. If you intend to be represented by counsel in
this matter, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number of
such counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



If you have any questions, please contact Phillip Wise, the
attorney assigned to this matter, at (202) 376-8200. For your
information, we have attached a brief description of the
Commission's procedures for handling complaints.

Sincerely,

Lawrence M. Noble

General Counsel

By: eer

Associate General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement

cc: Thomas M. Gaubert
1341 W. Mockingbird Lane
Dallas, TXA 75247
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FEDERAL ELECTION COMMISSION

WASHINGTON I)C 20463

May 25, 1989

Mr. Edwin McBirney
4901 LBJ Freeway
Suite 400
Dallas, TX 75244

Re: MUR 2879
Edwin McBirney

Dear Mr. McBirney:

The Federal Election Commission received a complaint which
alleges that you may have violated the Federal Election Campaign
Act of 1971, as amended (the "Act"). A copy of the complaint is
enclosed. We have numbered this matter MUR 2879. Please refer
to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate in
writing that no action should be taken against you in this
matter. Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this matter.
Where appropriate, statements should be submitted under oath.
Your response, which should be addressed to the General Counsel's

C) Office, must be submitted within 15 days of receipt of this

letter. If no response is received within 15 days, the Commis-
sion may take further action based on the available information.

This matter will remain confidential in accordance with Sec-
tion 4379(a) (4) (B) and Section 4379(a) (12)(A) of Title 2 unless
you notify the Commission in writing that you wish the matter to
be made public. If you intend to be represented by counsel in
this matter, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number of
such counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



If you have any questions, please contact Phillip Wise, the
attorney assigned to this matter, at (202) 376-8200. For your
information, we have attached a brief description of the
Commission's procedure% for handling complaints.

Sincerely,

Lawrence Mi. Noble

General Counsel

By: Lois G./Lerner
Associ keGeneral Counsel

Enclosures
1. Complaint
IProcedures

C-) 3. Designation of Counsel Statement

C)



FEDERAL ELECTION COMMISSION
WASHINGTON DC 2046.

May 25, 1989

Mr. George A. Mallick
c/o Mallick Properties, Inc.
4212 Hulen Place
Fort Worth, TX 76107

Re: MUR 2879

George A. Mallick

Dear Mr. Mallick:

The Federal Election Commission received a complaint which
alleges that you may have violated the Federal Election Campaign
Act of 1971, as amended (the "Act"). A copy of the complaint is
enclosed. We have numbered this matter MUR 2879. Please refer
to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate in
writing that no action should be taken against you in this
matter. Please submit any factual or legal materials which you

- believe are relevant to the Commission's analysis of this matter.
Where appropriate, statements should be submitted under oath.
Your response, which should be addressed to the General Counsel's

o) Office, must be submitted within 15 days of receipt of this
letter. If no response is received within 15 days, the Commis-
sion may take further action based on the available information.

This matter will remain confidential in accordance with Sec-
tion 4379(a)(4)(B) and Section 4379(a)(12)(A) of Title 2 unless
you notify the Commission in writing that you wish the matter to
be made public. If you intend to be represented by counsel in
this matter, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number of
such counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.
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If you have any questions, please contact Phillip Wise, the
attorney assigned to this matter, at (202) 376-8200. For your
information, we have attached a brief description of the
Commission's procedures for handling complaints.

Sincerely,

Lawrence M. Noble
General Counsel

By: Lois G. Lerner
Associate General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement
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FEDERAL ELECTION COMMISSION
WASHIN(;TON D( 204B

Sis 
May 25, 1989

POSTMASTER
U.S. Post Office
Dallas, Texas 75200-398

RE: MUR 2879

Dear Sir or Madam:

PPursuant to 39 C.F.R. 5 265(d)(1), we request that you
provide us with the present address of Thomas M. Gaubert.

- According to our records, the address of Mr. Gaubert was either
4211 Shore Crest Drive, Dallas, Texas 75209 or 1341 West
Mockingbird Lane, Dallas, Texas 75247 as of 1985.

Under 39 C.F.R. 5 265.8e(8)(iii), we request a waiver of
-- fees. In this connection I hereby certify that the Federal

Election Commission, an agency of the U.S. Government, requires
the information requested above in the performance of its
official duties, and that all other known sources for obtaining
it have been exhausted.

A return envelope is enclosed. 'hould you have any
questions or require any further information, please call Phillip
Wise, the attorney assigned to this matter, at (202) 376-8200.

Thank you for your assistancc

Sincerely,

Lawrence M. Noble
General Counse

d ouBY: Lois G. Ler r
Associate G neral Counsel

Enclosure
Envelope



FEDERAL ELECTION COMMISSION

WASHIN( N D(

May 25, 1989

POSTMASTER
U.S. Post Office
Dallas, Texas 75200-398

RE: MUR 2879

Dear Sir or Madam:

Pursuant to 39 C.F.R. 5 265(d)(1), we request that you
provide us with the present address of Edwin McBirney. According
to our records, the address of Mr. McBirney was 4901 LBJ Freeway,
Suite 400, Dallas, Texas 75244 as of 1985.

Under 39 C.F.R. S 265.8e(8)(iii), we request a waiver of
fees. In this connection I hereby certify that the Federal
Election Commission, an agency of the U.S. Government, requires
the information requested above in the performance of its
official duties, and that all other known sources for obtaining
it have been exhausted.0

A return envelope is enclosed. Should you have any
questions or require any further information, please call Phillip
Wise, the attorney assigned to this matter, at (202) 376-8200.

Thank you for your assistance.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G Lerner
Associate General Counsel

Enclosure
Envelope
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MANATT, PHELPS, ROTHE:NBE:RG & PHILLIPS
A PA°oTN,.NIP INCLUDIe PROPIONAL C 89 JU1!-7 r. SJ:33

ATTORNEYS AT LAW

1200 NEW HAMPSHIRE AVENUE, N.W.

SUITE 200
LOS ANGELES

WASHINGTON, D.C. 20036
11JIS WEST OLYMPIC BOUL[VARO

TELEPH4ONE (202) 463-4300 LOS ANGELES. CALIFONIA 90064

(213) 312-4000

June 5, 1989

Phil Wise, Esquire
Office of the General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: Mur 2879
James C. Wright, Jr.
Wright Congressional Club
and Henry Kerry, as Treasurer

Dear Mr. Wise:

As we discussed by telephone, this firm represents Jim Wright
and the Wright Congressional Club and Henry Kerry, as Treasurer.
Due to the press of current business involving this client, and
because several of the attorneys involved will be out of town
prior to and during the Fourth of July holiday, we are hereby

C) requesting an extension of time to respond to the complaint in
this matter. For the reason stated above, we are requesting a

'T response date of July 6, 1989.

Thank you for your consideration of this matter.

Sincerely,

Eric F. K einfe
Manatt, Phelps, Rothenberg,

& Phillips



MANATT, PHELPS, ROTHENBERG & PHILLIPS
A PARTNER04IP INCLUDING PROPLSSIONAL COMPOPATIONG

ATTORNEYS AT LAW

1200 NEW HAMPSHIRE AVENUE, N.W.

SUITE 200
LOS ANGELE

WASHINGTON, D.C. 20036

11356 WEST OLYMPIC SOULEVARO

TELEPHONE (202) 463-4300 LOS ANGELES, CALIFORNIA 0064
(213) 312-400

June 7, 1989

Phil Wise, Esquire
Office of the General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 2879
Wright Appreciation Committee
and Henry Kerry, as Treasurer

Dear Mr. Wise:

This is to indicate that our earlier request for an extension
of time on behalf of the Honorable Jim Wright and the Wright
Congressional Club and Henry Kerry, as Treasurer, should also
include the Wright Appreciation Committee, Mr. Wright's principal
campaign committee. Accordingly, we are requesting a response

C) date of July 6, 1989 for the Wright Appreciation Committee.

Sincerely,

Eric F. K einfel

EFK: jsg



9 0

FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20461

June 9, 1989

Eric P. Kleinfeld, Esquire
Manatt, Phelps, Rothenberg
& Phillips

1200 New Hampshire Ave., N.W.
Washington, D.C. 20036

RE: MUR 2879
Honorable James C. Wright, Jr.,
and Wright Congressional Club
and Henry Kerry, as treasurer

Dear Mr. Kleinfeld:

This is in response to your letter dated June 5, 1989, whichwe received on June 7, 1989, requesting an extension untilJuly 6, 1989 to respond to a complaint which alleges your clientsmay have violated the Federal Election Campaign Act of 1971, asamended ("the Act"). After considering the circumstancespresented in your letter, I have granted the requested extension.C) Accordingly, your response is due by the close of business on
July 6, 1989.

If you have any questions, please contact Phillip L. Wise,the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

BY: LoiG rner
Associate General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON. DC 2o4bi

June 13, 1989

Eric F. Kleinfeld, Esquire
Manatt, Phelps, Rothenberg
& Phillips

1200 New Hampshire Ave., N.W.
Washington, D.C. 20036

RE: MUR 2879
Wright Appreciation Committee
and Henry Kerry, as treasurer

Dear Mr. Kleinfeld:

This is in response to your letter dated June 7, 1989, which
we received on June 7, 1989, requesting an extension until
July 6, 1989 to respond to a complaint which alleges your clients
may have violated the Federal Election Campaign Act of 1971, as
amended ("the Act"). After considering the circumstances
presented in your letter, I have granted the requested extension.
Accordingly, your response is due by the close of business on

D July 6, 1989.

If you have any questions, please contact Phillip L. Wise,
the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Loi Lerner
Associate General Counsel
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DENTON & GUINAN

A PPOFESSIONAL CORPORATION

ATTORNEYS AT LAW

2121 SAN JACINTO STREET

5100 SAN JACINTO TOWER-LB 71

DALLAS, TEXAS 75201

(214) 969-0100

TELECOPY (214) 720-1998

TELEX 73-0646

June 9, 1989

Mr. Phillip Wise
Federal Election Commission
Room 657
Washington, D.C. 20463

RE: Federal Election Commission vs. Kenneth C. Hood; MUR-
2879; Our File No. 08700/L008

Dear Mr. Wise:

Enclosed please find the original and three (3) copies of
the Response of Kenneth C. Hood to the Complaint of Conservative
Campaign Fund to be filed in connection with the above-referenced
matter.

Should you have any questions regarding the enclosure,
please do not hesitate to contact Richard C. Guinan, Jr.

Sincerely,

Diane Hay'nesJ
Legal Assist nt to
Richard C. Guinan, Jr., Attorney
Denton & Guinan,
A Professional Corporation

CDH: dh:O1
Enclosure

cc: Mr. Richard C. Guinan, Jr.
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BEFORE THE

FEDERAL ELECTION COMMISSION
OF THE

UNITED STATES OF AMERICA

S

In the Matter of: S
S

JAMES C. WRIGHT, JR. S
GEORGE A. MALLICK S
THOMAS M. GAUBERT S
KENNETH C. HOOD S
EDWIN McBIRNEY S
JET FLEET CORPORATION S

SDefendants. S
S

CO10

r

V0'

MUR 2879

RESPONSE OF KENNETH C. HOOD TO THE
COMPLAINT OF CONSERVATIVE CAMPAIGN FUND

Kenneth C. Hood (BHoodm) makes this Response to the

Complaint of the Conservative Campaign Fund and would show the

commission as follows:

FACTIUAL STATEIENT

1. In approximately early June 1985, Hood was

contacted by Edwin McBirney (eMcBirneyw), with whom Hood had a

business relationship with regard to the use of an aircraft by

James C. Wright, Jr. ("Wright") owned by Hood. McBirney asked if

Hood could make Hood's aircraft available for use by Wright later

in the month. Hood agreed with McBirney's request based in part

--n McBirney's promise that Hood's costs associated with use of

the aircraft wlc1d be paid. Prior to the flight, Hood was

provided an itinerary by a member of Wright's staff which was in

tarn provided to Jet Fleet Corporation.

RESPONSE OF KENNETH C. HOOD TO THE
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After Wright use! the aircraft, Hood received an

invoice from Jet Fleet for the costs associated with Wright's use

of the aircraft. Hood paid the invoice as it became due. Hood

called McBirney and Tom Gaubert ("Gaubert") and asked for payment

of the invoice. In the conversations with McBirney and Gaubert

it was discussed that it would be a positive gesture for Hood to

absorb some of the cost of Wright's use of the aircraft and Hood

decided, for business reasons, to accommodate McBirney's and

Gaubert's request. Hood reduced the amount of the invoice by

one-third (1/3) and billed McBirney and Gaubert for the

remainder.

The bill Hood sent to McBirney and Gaubert was never

paid. On April 25, 1989, Hood received a check from the

Congressman Wright's Appreciation Committee for the entire amount

of the invoice for costs associated with Wright's use of the

aircraft.

C)RESPONSE TO COKLAINT

2. The Wall Street Journal article which is the basis

of the complaint is inaccurate and based on hearsay. Further, it

is a journalistic presentation and intended to be as entertaining

as it is informative. Such an article is wholly deficient in all

respects to provide a clear and concise recitation of violation

of a statute or regulation over which the commission has

jurisdiction as required by 11 C.F.R. § lll.4(d)(3).

3. Hood owned the aircraft individually and the use

of the aircraft by Wright could not have violated any corporate

contribution prohibitions or individual in-kind contribution

limits.

RESPONSE OF KENNETH C. HOOD TO THE
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4. At the time Hood agreed to make the aircraft

available to Wright, he was promised reimbursement for the costs

associated with Wright's use and did not intend to make a

contribution to Wright.

5. At the time Hood billed McBirney and Gaubert for

two-thirds of the costs associated with Wright's use of the

aircraft, it was Hood's intention to accommodate Gaubert and

McBirney for business reasons and did not make a contribution to

Wright.

REQUEST FOR RELIEF

6. Hood requests that the Commission find that there

is no reason to believe that Hood has violated law or regulation

with respect to the Federal Election Campaign Act and that the

complaint against Hood should, in all respect, be dismissed.

Respectfully submitted,

DENTON & GUINAN,
)A PROFESSIONAL CORPORATION

) By:
:/RICHARDC. GUINAN, JR.
State Bar No. 08598000

1600 San Jacinto Tower-LB 71
2121 San Jacinto Street
Dallas, Texas 75201
2141/969-0100

ATTORNEYS FOR PLAINTIFF
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GEORGE A. MALLICK, JR
4212 HULEN PLACE

FT. WORTH, TEXAS 76107
(817) 763-5100

June 7, 1989 .

Federal Elections Committee C, .,
Washington, D.C. 20463 ._

Attention: Lawrence M. Noble, General Counsel and -
Lois G. Lerner, Associate General Counsel

Re: Mur-2879 - George A. Mallick

Gentlemen:

The enclosed information is provided and hereby submitted for the purpose of clarify-
ing and dismissing the matter in Count 1 of your Reference which alleges that I may have
violated The Federal Election Campaign Act of 1971 ( No. MUR-2879).

The complaint filed by the Conservative Campaign Fund was based on information
gathered from page 175 of the Special Outside Counsel's report to the Committe On Stan-
dards Of Official Conduct Of The U.S. House of Representatives in the matter of Congress-
man Jim Wright. Based upon a review of this information and by reviewing the available
information in my possession, I have been able to totally and without reservation come
to the conclusion that the information on page 175 is false, misleading, entirely incorrect

) and without basis in actual fact.

I have demonstrated by the information accompanying this letter that the Wright
Congressional Club paid a competitive, fair and full net effective rental rate per square
foot, as did the other tenants who occupied and leased space on the sixth floor of Ilulen
Towers North.

The following pages also demonstrate the underwriting procedures that The Mallick
Company as landlord used to arrive at a net effective rental rate per square foot for each
lease.

Sincerely,

George A. Mallick, Jr. -

GAM/lh
Enclosures
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Summary Of Tenants That Occupied And Leased Space On The

Sixth Floor Of The Hulen Towers North Office Building
Located At 3840 Hulen Street, Fort Worth, Texas

(Mur-2879 - George A. Mallick)

June 7, 1989

At the time The Mallick Company owned the Hulen Towers North, there were

it total of seven tenants that occupied the sixth floor of the building, one of

which was The Mallick Companies. Each tenant except The Mallick Companies

executed a lease agreement which contained terms, conditions and provisions that

stipulated the responsibilities between each tenant and The Mallick Company/The

Hulen Towers North as Landlord. Each of the tenant's leases were different in

nature, terms (rental rates and length of leases), conditions and provisions (tenant

improvement costs and other financial responsibilities). However, the net effective

rental rates (*see note #1) were calculated internally by The Mallick Company for

purposes of valuing each tenant's lease over the period of the primary term.

Conservative Campaign Fund (C.C.F.) alleges that George Mallick devised

a "scheme" that would allow the Wright Congressional Club to lease office space

C) in Hulen Towers North at a low rental rate per square foot, thus accusing George

Mallick of making an in kind contribution to W.C.C. In making that accusation,

C.C.F. uses the special outside counsel's assumption that other paying tenants on

the sixth floor paid a higher rental rate per square foot than the W.C.C. Special

outside counsel arrived at this assumption by reviewing some documents of which

George Mallick suspects to be a rent roll of the building or lease. These documents

would reflect only the "face" amount (**see note #2) of each tenant's rental payments

to the Mallick Company. Special outside counsel would have no way to arrive at

a net effective rental rate per square foot. The "face" rental rate amounts do not

reflect tenants that were provided with large tenant improvement funds, brokers

commissions paid by the landlord related to each tenant's lease (if applicable) or
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large rental losses due to free rent or rental abatements given by the landlord to

the tenants at the beginning of the leases. Furthermore, special outside counsel

has his facts totally wrong when he footnotes "the Wright Congressional Club paid

a base rent of $435.00 per month for 625 square feet of office space on the sixth

floor of the Ifulen Towers North or approximately .70 per square foot per month"

because the WCC did pay $435.00 per month for 476 square feet, not 625 square

feet. The number 625 is the suite number which identified the WCC office (***see

note #3). Therefore, the actual "face" amount paid by the W.C.C. per square foot

per month is .91 or $10.96 on an annualized basis. This does not take into account

that the W.C.C. was the only tenant that paid for some of their tenant improvements

on their space and was one of two tenants on the sixth floor that did not receive

any free rent. The following table lists the seven tenants located on the sixth floor

of the liulen Towers North and demonstrates the "face" amount of each of their

annualized rental rate per square foot and the actual net effective rental rates annua-

-lized per square foot. The following pages support the figures and calculation methods

used.:

C)
TABLE

Tenant "Face" Annual Net Effective Rental
Rental Rate Per Rate Per Sq. Ft.
Sq. Ft. Annualized Over The

Term Of The Lease.

Whittaker Health Services
of Texas, Inc. $14.50 $7.53

Architects Barnes &
Associates $12.16 $6.14

Wright Congressional Club $10.96 $6.96

Site Microsurgical Systems $16.75 $7.94

The Mallick Companies N/A N/A

William B. Hall Investments $12.00 $4.95

Cafe Acapulco Executive
Offices $13.46 -($1.66)
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*Note #1
Net Effective Rental Rate - the actual dollar value per rentable square foot annualized

that a lease is worth after amortizing the costs associated with obtaining a tenant to lease
office space.

**Note #2
"Face" Rental Rate - the term "Face" Rate reflects the amount per square foot that

appears on the lease. It does not reflect amortizing the costs of tenant improvement, rent
losses from rental abatements and sometimes leasing commissions. Thus, if a tenant were
given free rent for six months, his net effective rate was lower. However, the lease appeared
to be yielding a higher rental rate because rental payments were being calculated at the
"face" rate after the six months free rent period had elapsed.

***Note #3-
In reviewing the W.C.C. lease agreement there is one error and one missing item

in fact. The lease agreement is a one page letter agreement dated April 1, 1987. It is
addressed to W.C.C., 3840 Hulen, Suite 635 and this must be an error as Suite 635 never
has and does not exist. The actual suite number is that which is indicated to be next to
the heading of "Demised Premises" in the lease agreement - which in turn states "Suite
625". The amount of square footage is missing on the lease. However, for the sake of
clarification - the following is a full description of Suite 625:

Suite #625 is located on the sixth floor of Hulen Towers North at 3840 Hulen Street,
Fort Worth, Texas. The Wright Congressional Club occupied this space. The space is one

- of odd and irregular shape and has a six (6) foot wide by thirteen (13) foot long hallway
and a work area and small office. The Tenant Improvements are carpet and paint. At
the expense of W.C.C., the landlord installed extensive dedicated circuits, electrical wiring

C) and cabinets. The space measures to be 414 usable square feet and after adding on a 15%
common area factor the figure results at 476 rentable square feet. There is no reason
the square footage was not included in the lease other than it could have been a clerical
error. The lease was for a period of 1 year (April 1, 1987 through May 30, 1988) and the
space was accepted "as is" which had a limited amount of dry wall, partitioning, carpet
and one door.

*(Please see diagram attached to accompanying data on Suite #625).
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HULEN TOWERS NORTH

SIXTH FLOOR TENANT & LEASE PROFILES

Name Of Tenant:

Lease Commencement Date:

Lease Maturity Date:

Amount Of Space:

Floor Location:

Suite Number:

"Face" Lease Rate:

Amount Of Free Rent:

Whittaker Health Services, Inc.

May 19, 1986

May 31, 1989

2,345 Squarv Feet

6th Floor

640

$14.50 Per Sq. Ft. + Electric Charges

6 Months

Costs Associated With Lease Terms And Conditions

Tenant Improvements:
At Cost To Landlord:

Broker Commission:
At Cost to Landlord:

$12.00 X 2,345 Sq. Ft.
= $28,140.00

$l.63 Per Square Foot
S3,82 5.27

Calculations To Arrive At Net Effective Rent Over Original Term Of Lease

+$102,007.44

- $17,000.24

Total Amount of 'Face" Rate
Of Lease ($14.50 X 2,345 Sq. Ft. =
$34,002.48 Annualy X 3 Years=
$102,077.44 Total "Face" Value).

Less 6 Months Free Rent=
6 Months X $2,833.54 Per Month=
$17,000.24 Value Of Free Rent.

Less Tenant Improvements For Lease
Space ($12.00 X 2,345 Sq. Ft.
=$28,140.00).

Less Brokers Commission -
(4.50% X $85,000.OO)(Total Rent
After Subtract In Free Rent)
=$3,825.33 In Commission.

- $28,140.00

- $3,825.32

+ $53,041.88

Total Amount Of Original Lease Over

The Three Year Term.

$17,680.62 Annually.

$7.93 Net Effect Annual Rental Rate

Per Sq. Ft.

$53,041.88 t3 Years

$17,680.62 - 2,345 Sq. Ft.=



STANDARD OFFICE LEASE

1. BASIC LEASE PROVISIONS.

1.1 Parties: This Lease, dated, for reference

purposes only, JI3a4, l , 19-aj, is made by and
between The Mallick Comoan.
(herein called "Lessor") -- ; th aees of Tax-ai.i nc.
(herein called "Lessee").

1.2 Premises: Sgk4e.Number(s) 640 ., th
floor, consisting of WouD tely 2.345 feet, more or--
less, as defined in paragraph 2 and as shown on Exhibit euA"
hereto (the "Premises").

1.3 Building: Commonly described as being located

at The Hulen Towers North, 3840 Hulen Street in the

city of Fort Worth. Texas 76107 , County of
Tarrant , State of Texas

and as defined in paragraph 2.

1.4 Use: Executive Offices
,,, subject to paragraph 6.

E77-Term: 36 Months (3 Years) commencinq June 1, 198§

("Commencement Date") and end&ng - fay 31"199

cO as defined in paragraph 3.
l6. Bas n.,, $2,833.5 e

A6"ae-ete--' 54a feahmnh per

rAMAl
e e r tessee 4hall ilot be

j to6 pay monthly Base Rent for & period, of six

,;,Month folloWfngr tfcoCbnmencement Date.*

1.7 (Intentionally omitted)

1.8 Rent Paid Upon Execution: j 3 A

for th %#bventh mnnth-

C) 1.9 Security Deposit: Kgq. -1-

1.10 Lessee's Share of Operating Expense Increase:

as defined in paragraph 4.2.

2. PREMISES, PARKING AND COMMON AREAS.

2.1 Premises: The Premises are a portion of a

building, herein sometimes referred to as the "Building"

identified in paragraph 1.3 of the Basic Lease Provisions.

"Building" shall include adjacent parking structures 
used in

connection therewith. The Premises, the Building, the

Common Areas and the land upon which the same are located

Tenant will be responsible for its pro-rata share of electric charges for the

entire lease term, including the rent abatement period.



HULEN TOWERS NORTH
SIXTH FLOOR TENANT & LEASE PROFILES

Name Of Tenant:

Lease Commencement Date:

Lease Maturity Date:

Amount Of Space:

Floor Location:

Suite Number:

"Face" Lease Rate:

Architect Barnes & Associates

November 1, 1987

October 31, 1988 (Month To Month)

996 Square Feet

6th Floor

630

$13.66 Per Sq. Ft.
Including Electricity ($1.30)
$12.16

Amount Of Free Rent:

Casts Associated With Lease Terms And Conditions

Tenant Improvements:

Broker Commission:

= $5,995.92

N/A Per Square Foot

Calculations To Arrive At Net Effective Rent Over Original Term Of Lease

+ $12,111.36

- N/A

- $5,995.92

- N/A

Total Amount of "Face" Rate
Of Lease ($12.16 X 996 Sq. Ft.
$12,111.36 Annualy X 1 Year =
$12,111.36 Total "Face" Value).

Less Months Free Rent =
Months X Per Month

$ Value Of Free Rent).

Less Tenant Improvements For Lease
Space ($6.02 X 996 Sq. Ft.
= $5,995.92).

Less Brokers Commission -

% X )(otal Rent
After Subtract In Free Rent)

+ $6,115.44

$6,115.44 -t996 Sq. Ft.=

$6.14 = I. Q7

Total Amount Of Original Lease Over

The One Year Term.

$6.14 Annually.

Net Effect Annual Rental Rate

Per Sq. Ft.



USA

November 2, 1987

Architect Barnes/Associates
Suite 630
Hulen Towers North
3840 Hulen
Fort Worth, Texas 76107

Dear Mr. Barnes:

Please let the acceptance of this Letter Agreement serve as a legal and binding

Lease Agreement between Architect Barnes/Associates(Tenant) and The Mallick
Companies(Landlord) with terms and conditions as follows:

Building Location:

Demised Premises:

Term:

Rent:

Tenant Obligation:

Landlord Obligations:

Hulen Towers North
3840 Hulen Street
Fort Worth, Texas 76107

pl~i~emt eefe-r
rFe "630"K

Eb0vernber 1, 1987 thpugh
ectober 31, 1988 4zr' r-O'J7

Stent including electriciLy is,

,MI4.00 per month -v

To maintain the above mentioned
terms and conditions, and respect
the attached building rules
and regulations.

To provide the following services:
Electric current, well maintained
grounds, janitorial services
five days per week, and upkeep
of the above mentioned terms
and conditions.

Accepted on the day of ___

Architect Barnes/Associates

7&/0 71e

n r)fl

/Mes no'7?4 6'P 7-xAArA176

"' L-AMP L0(P 4A/y rllg
Qcb,/vtG 7"&7,4*. fl1T-



HULEN TOWERS NORTH
SIXTH FLOOR TENANT & LEASE PROFILES

Name Of Tenant:

Lease Commencement Date:

Lease Maturity Date:

Amount of Space:

Floor Location:

Suite Number:

"Face" Lease Rate:

Amount of Free Rent:

Wright Congressional Club

April 1, 1987

March 31, 1988

476.10 Square Feet

6th Floor

625

$10.96 Per Sq. Ft. + Electric Charges

N/A

Costs Associated With Lease Terms And Conditions

Tenant Improvements At Cost To Landlord:

*Tenant Improvements At Cost Of Tenant:

Broker Commission At Cost To Landlord:

$4.00 X 476.10 Square Feet
$1,904.00

$6.30 Per Sq. Ft.
S1,0f00.00

N/A

Calculations To Arrive At Net Effective Rent Of Original Term Of Lease

Total Amount of "Face" Rate of Lease.
(10.96 X 476 Sq. Ft. =
$5,216.96 Annually X I Year
= $5,216.96 Total "Face" Value).

Less _____Months Free Rent
_____Months X _____Per Month
___________Value of Free Rent).

Less Tenant Improvement For Lease
Space ($4.00 X 476.10 Sq. Ft.
= $1,904.00).

Less Broker Commission -
% X ) (Total Rent

After Subtract In Free 'lent)
-In Commission

+ $3,316.00

$3,316.00 1 Year=

$3,316.00 *476.10 Sq. Ft.

* See Attached Copy Of WCC Check And Invoice

Total Amount of Original Lease Over

The One Year Term.

$3,316.00 Annually

$6.96 Net Effect Annual Rental Rate

Per Sq. Ft.

+ $5,220.00

- $1,904.00

-0-
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TMEMAWz COMMws

PIt W hih. 761107
USA

April 1, 1987

Mr. Phil Duncan
Wright Congressional Club
3840 Hulen Street
Suite 635
Fort Worth, Texas 76101

Dear Mr. Duncan:

Please let the acceptance of this Letter Agreement serve as a legal and binding
Lease Agreement between (Tenant) and The Mallick Company(Landlord), with
terms and conditions as follows:

Building Location:

Demised Premises:

Electricity Charges:

Adsh Out:

Tenant Obligation:

Landlord Obligations:

Accepted on this i.. ' .day

Phil Duncan

Hulen Towers North, 3840 Hulen
Street, Fort Worth, Texas 76107

OPlOIPgr to March 31, 1988

065.00 per mo h.

Upnt to pay pro rate share

5"~lectric
i81acce a n~e ip an "as "

conditi oa.' .f l a

To maintain the above mentioned
terms and conditions, and respect
the attached building rules
and regulations.

To provide the folowing services:
Electric current, well maintained
grounds, janitorial service five
days per week, and upkeep
of the above mentioned terms.

of 1987.

/Micha

- 9
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" ZI TIE HULEItTOWERS
3840 Hind Saem * Site 100 * (817) 732.1772 9 Fort Worth. Tam 76107

Oat*: 8/19/87

To:- tI SS h Clu" -

3840 Hulen Street

Suite 635

Fort Worth, Texas 76101

Rent:

Electricity:

Other. Leasehold Improvements S 000 '"

TOTAL AMOUNT DUE: $ '3,000.00

ALL ACCOUNTS ARE DUE W ' 10 IAYS .. [. DIAE OF KAMIM

KE CHO6 PAYA.E 1O -1 HLE B 4UUW, SAM A111W AG ABM

* 4(13)



CONGRESSMAN WRIGHT
* APPRECIATION COMMITTEE

P. 0. BOX 1411- 33"173
FORT WORTH. TEXAS 70101

j PAvWTOTH Kulen Tovers North

Leas hol d im L'. , Qns

n900 &o1,09" *-: L900G, S99:

0

QOL!r

1092

August 19 19 87

)3,000.00

DOLLARS

CONGRIESSMAN WRIGHT
APPRECIATION COMMITTEE

"o s r, n 7,

* . . . . 9

oL

1 (14)



HULEN TOWERS NORTH
SIXTH FLOOR TENANT & LEASE PROFILES

Name Of Tenant:

Lease Commencement Date:

Lease Maturity Date:

Amount Of Space:

Floor Location:

Suite Number:

"Face" Lease Rate:

Amount Of Free Rent:

Site Nicrosurgical Systems

January 1, 1986

December 31, 1987

644 Square Feet

6th Floor

620

$16.75 Per Sq. Ft. + Electric Charges

2 Months

Costs Associated With Lease Terms And Conditions

Tenant Improvements:

Broker Commission:

= $9,542.33

N/A~

Calculations To Arrive At Net Effective Rent over Original Term Of Lease

Total Amount of "Face" Rate
Of Lease ($16.75 X 644 Sq. Ft.=
$10,787.00 X 2 Years
=$21,574.00 Total "Face" Value).

Less 2 Months Free Rent =
2 Months X $898.92 Per Month=
$1,797.840 Value Of Free Rent.

Less Tenant Improvements For Lease
Space ($14.81 X 644 Sq. Ft.
=$9,542.33).

Less Brokers Commission
(%X Total Rent
After Subtract In Free Rent

Total Amount Of Original Lease Over
The Two Year Term.

$5,116.91 Annually.$10,233.83 -t2 Years=

$5,116.91 t 644 Sq. Ft.= $7.94 Net Effect
Per Sqj. Ft.

Annual Rental Rate

'1 (K)

+ $21,57 4.00

-$1,797.84

-$9,542.33

N/A

+ $10,233.83
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STATS of TWIAS I
cooTi W TA uRNANT

TIOS LImE MRWKUT is Uade and entered lato this 26th day of

Decenber *. 1I, by and betweem the Landlord a" Te t bOrsilsmtler

mined.

1. _EIINIIOUS AMN D ASC p"tOVISIONS:

The following detinitions and basic provisions shall be co.stead in

conjuCtion with and limited by the references thereto Is other priViloSo

of thl Lease:

A. -Landlord' TU KALICI COMPANY.

S. -Tenant: : IC W SC 5YSTE "

C. -Lands: Lot .. L, Block .2, OLIU Town ADIETEOMINVo

worth. Tarrant county, Texa.

0.
constrmcted
Tema,

lIL 
Port oth.

wpon Lot L-.. lock .2.0 "JLU TOM" ADDTION

a. -Deised Preales: *b & Iwit tfly A "entable _squa

feet em Floor Sixth is Suite 620 of the Baulding sham and @tliad on

the Pla attached herato as Uxhlblt 0A .

o. MLeaso
years. commencing an 

Am513

6. "amle Iotent81 s A total susn of 21520A , "Myes aw
the office of Landlord In mothly Installments of $S.j82L. Is aivemoe.

,&& i a the leom t ar.

tal for 
,q rerereeningPametefsea

pIto.
J. remiltted a": Aftinistrat iveOfim

. ' AnD R ? A N US = :
A. Is considerat ion of this Lease. Tenant promiss MWd agrees to pay

Landlord at the office ot Landlord. 
as here above stated, or elsewher'e

from tIm to tim by notice In writing to Tensat, the Basle Rental def land

In the Definitionse aMd Basic Provisions fsubiest te adjUsant as herela-

after provided), without doductim 
or set of. for sash mesth of the sosre

lease term. one such monthly Installment, together wth0 the soosity depe-

sit, shall be payable by Tenant to Landlord In advamo. upon execution Of

this Lese, and a lke monthly Installaent shall be d and payable without
ead• 1calendar..ath 

jaring

doem an m or before the r rsv Sol . -. -e-~m 

ng of the

the term herot. .st r any tractional month at the begm-lothe

lease term shall he prorated based em oe three huadled oiwty'fifth (1/365)

of the current anual rest for ach day of the partia moth this Lease Is

Is effect.

is the event any installsent of the Baig etl. or amy other sum

-ich becoMs owing by Tenant to Landlord under the pravisloa hereof e Is

sot remved within ten (101 days after the OW date hereof. (without In AV

Ladlord 5omm t to such late Paymet).0 Temat. to the exten

wayi b . agree5 to pay. in addition to said i _lmt of the

a or such the .susm owed, a late payment haeeq to ri

tee irment (ll) of the isstallest of the W141 mntml or such ethel

toa&"feat (IL(Q K )

.0 •

-1"m
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ADDENDUM

Attached to and made a part of the Office Lease Agreement by and

between

The Mallick Company, as Landlord

and

SITE MICROSURGICAL SYSTEMS, INC., as Tenant

The Lease hereby supplemented in the following respects. The para-

graphs or other numbers correspond to the number contained in the

Lease.

1=1MJUSTMENT Of RENT I..
The Basic Rental provided for in paragraph 1.G. of this Lease

shall be adjusted as follows:

& =4 %Gras* conc,'siiaft, of J T9784-. 1 Wvi. t s9a & T
.. ,aIt-tehw of electric expense- r

TENANT INITIAL:_

LANDLORD _

1,( V-)



HULEN TOWERS NORTH
SIXTH FLOOR TENANT & LEASE PROFILES

Name Of Tenant:

Lease Commencement Date:

Lease Maturity Date:

Amount Of Space:

Floor Location:

Suite Number:

"Face" Lease Rate:

Amount Of Free Rent:

William B. Hall Investments

November 15, 1986

November 14, 1989

1,309 Sq. Ft.

6th Floor

603

$12.00 Per Sq. Ft. + Electric Charges

6 Months

Costs Associated With Lease Terms And Conditions

Tenant Improvements:

Broker Com mission:

$15.15 X t309 Sq. Ft.
= $19,831.35.

N/A Per Sq. Ft.

Calculations To Arrive At Net Effective Rent Over Original Term Of Lease

Total Amount of "Face" Rate
Of Lease ($12.00 X 1,309 Sq. Ft.
= $15,708.00 -
$1 5,708.00 X 3 Years =$47,124.00 Total
"Face" Value).

Less 6 Months Free Rent=
6 Months X $1,309.00 Per Month=
$7,854.00 Value Of Free Rent.

Less Tenant Improvements For Lease
Space ($15.15 X 1309 Sq. Ft.
= $19,831.35).

Less Brokers Commission
(% X Total Rent
After Subtract In Free Rent

+* $19,438.65

$19,438.65 -t3 Years =

$6,479.55 -t 1309 Sq. Ft.

Total Amount Of Original Lease Over

The Year Term.

$6,479.55 Annually.

$4.95 Net Effect Annual Rental Rate

Per Sq. Ft.

+ $47,124.00

- $7.854.00

- $19,831.35

N/A



THlE IIULEN TOWERS

OFFICE LEASE AGREEMENT

STATE OF TEXAS

COUNTY OF TARRANT

THIS LEASE AGREEMENT is made and entered into this _Jt__ day of
Iawmhp # 19ALP by and between the Landlord ad Tentant hereinafter

named:

1. DEFINITIONS AND BASIC PROVISIONS:

The following definitions and basic provisions shall be construed in

conjunction with and limited by the references thereto in other provisions
of this Lease:

A. "Landlord": THE MALLICK COMPANY.

B. "Tenant": .M NIXM-

C. "Land": Lot 2 Block __, IIULEN TOWERS ADDITION. Fort

Worth, Tarrant County, Texas.

D. "Building": The improvements, other than those at grade.
constructed upon Lot 2 . Block I , HULEN TOWERS ADDITION, Fort Worth,
Texas.

E. "Demised Premises"- Approximatelydinn "
feet on Floor 6 in Suite 603 of the Building shown and outlin on

the Plan attached hereto as Exhibit "A". t

F. "Lease rm" A period of
years. commencing on

a. "Basic Rental": A total sum of S_ 47.124.01 -, payable at
the office of Landlord in monthly Installments of S 1309.1111 In advance,
during the lease term.

C). 1 " _A representing payment of rell-

tal for the first month of the lease term.

x~. Mlm --m~q mm

J. Permitted use: Executive Offices

2. RENT AND RENT ADJUSTMENT:

A. In consideration of this Lease, Teiiatit promises and agrees to pay

Landlord at the Office of Landlord, as hereinabove stated, or elsewhere

from time to time by notice in writing to Tenant, the Basic Rental defined

In the Definitions and Basic Provisions (subject to adjustment as herein-

after provided), without deduction or set off, for each month of tile entire

lease term. One such monthly installment, together with the security depo-

sit, shall be payable by Tenant to Landlord in advance, upon execution of

this Lease, and a like monthly installment shall be due and payable 
without

demand on or before the first day of each succeeding calendar 
month during

the term hereof. Rent for any fractional month at the beginnning of the

lease term shall be prorated based on one three 
hundred sixty-fifth (1/365)

of the current annual rent for each day of the partial month this Lease is
tin effect.

In the event any installment of the Basic Rental. or ary other sums

which become owing by Tenant to La1I01rord untder the prnvisions hereof. is

not received within ten (10) days after the dan date hereof (without in aty

way implying Landlord consent to such late payment), Tenant, to the extet

permitted by law, agrees to pay, in addition to said installment of the

Basic Rental or such other sums owed, a late payment charge equal to fif-

teen percent (15%) of the installment of the Ikasic Rental or such other



THEMAUcK COMPA1I
3540 HukW SUIM, &= 60W

For Wordh,2 76107
U.S.A.

May 21, 1987

William B. Hall Investments
3840 Hulen Street
Suite 603
Fort Worth, Texas 76107

Dear Mr. Hall:

Please let the acceptance of the letter agreement serve as a legal and binding

Addendum to your lease agreement between William B. Hall Investments and The

Mallick Company with terms and conditions as follows:

Building Location: Hulen Towers North, 3840 liulen Street, Fort Worth, Texas

Demised Premises: 1,309 rentable square feet in Suite 603, on the 6th Floor.

Rent: $1,309.00 per month plus a pro rata share of the electricity.

Acc.eted thi4L. day of May, 1987.

J.(20)



HULEN TOWERS NORTH
SIXTH FLOOR TENANT & LEASE PROFILES

Name Of Tenant:

Lease Commencement Date:

Lease Maturity Date:

Amount of Space:

Floor Location:

Suite Number:

"Face" Lease Rate:

Amount of Free Rent:

Cafe Acapulco Executive Office

October 1, 1987
October 1, 1986 (Actual Commencement
Date)

October 1, 1988

396 Square Feet

6th Floor

602

$14.96 Per Sq. Ft. Including Electric
($1.50) $13.46

One Year Previous October 1, 1986
- October 1, 1987

Costs Associated With Lease Terms And Conditions

Tenant Improvements:

Broker Commission:

$13.56 Per Sq. Ft.
= $5,370.00

N/A Per Sq. Ft.

Calculations To Arrive At Net Effective Rent Of Original Term Of Lease

+ $10,660.32

- $5,330.16

Total Amount of "Face" Rate of Lease.
(13.46 X 396 Sq. Ft. = $5,330.16
$5320.16 X 2 Years
= $10,660.32 Total "Face" Value).

Less 12 Months Free Rent =
(12 Months X $444.18 Per Month
= $5,330.16 Value of Free Rent).

Less Tenant Improvement For Lease
Space ($13.56 X 396 Sq. Ft.
= $5,370.00).

- $5,370.00

N/A Less Broker Commission -
% X ) (Total Rent

After Subtract In Free Rent

j (-$39.84)

Total Amount of Original Lease Over

Total Amount of Original Lease Over
The Two Year Term.

(19.92) Annually

(1.66) Net Effect Annual Rental Rate

Per Sq. Ft.

($39.84) - 2 Yeas=

($19.92)?- 396 Sq. Ft. =

1. (?.] )



THE MAMJZX COMPANM

U4A.

a~ ~
Mr. All Adibi
CAFE ACAPULCO
Suite 602
3840 Hulen Street
Fort Worth, Texas 76107

Dear Mr. Adibi:

Enclosed for you review is a Letter Agreement between Cafe Acapulco and The

Mallick Company for Suite 602 that your business now occupies in The Hulen

Towers North.

r~a of = ae~ 1,1937 yor re pamenIL

If this agreement meets with your approval, please sign the enclosed Letter Agreement

and return it along with a check at your earliest convenience.

Your accountant Carolyn has asked for additional vents for HVAC in you space.

I will be getting this done as soon as possible.

It is a pleasure to have you as a tenant in our building.

Sincerely,

THE LCK COMPAN

2 amel Ia L .Sm th

Managing Director

PLS/nj

1.- L

A.

. . .. .
4



T)EM J c
THE MAUCCOMPANIES

8340 Hulm S&m Sui 60
Fm t, lm 76107U.S.A.

October 16, 1987

Cafe Acapulco
Suite 602
3840 Hulen Street
Fort Worth, Texas 76107

DEar Mr. Adibi:

Please let the acceptance of this Letter Agreement serve as a legal and binding
Lease Agreement between Cafe Acapulco(Tenant) and The Mallick Company(Landlord),
with terms and conditions as follows:

Building Location:

Demised Premises:

Term:

Rent:

Tenant Obligation:

Landlord Obligtions:

Accepted on the .4 r.,z

AiAdbi

Hulen Towers North, 3840 Hulen
Street, Fort Worth, texas 76107

i98 througli October.

jjj dng electrtcity is
V/?1r ' Oe ovith. -w

To maintain the above mentioned
terms and conditions, and respect
the attached building rules and
regulations.

To provide the following services:
Electric current, weil maintained
grounds, janitorial services five
days per week, and upkeep of
the above mentioned terms and
conditions.

dayof L) 1987.

Pamela L. Smith
Managing Director

*Tenant shall have the option to renew for one year at the same base rent.



BEFORE THE FEDERAL ELECTION COMMISSION

)
In the Matter of: ))

James C. Wright, Jr. )
George A. Mallick )
Thomas M. Gaubert )
Kenneth C. Hood )
Edwin McBirney )
Jet Fleet Corporation ))

MUR 2879

"n

-;4~ M

5Z

RESPONSE OF THOMAS M. GAUBERT TO COMPLAINT
OF CONSERVATIVE CAMPAIGN FUND

Thomas M. Gaubert, through counsel, hereby responds to the

above referenced complaint and states that no "reason to believe"

finding should be determined by the Commission with respect to

him. 11 C.F.R. § 111.7(b).

In short, the complaint fails to state what actions Gaubert

Q specifically took that are alleged to have violated a statute or

regulation over which the Commission has jurisdiction. Moreover,

as detailed below, Gaubert had no responsibility with respect to

the reporting of the transportation furnished by other

respondents to respondent Wright, or with respect to applicable

limitations or prohibitions under FECA. Accordingly, as to

Gaubert, the General Counsel should not recommend and the

Commission should not determine a "reason to believe" finding.

1. The complaint charges that respondent Gaubert "violated

the contribution limits of the Act, the reporting requirements

contained therein, and the prohibition on corporate contributions

through various questionable activities described" in an April

28, 1989 Wall Street Journal article attached as an exhibit to

'1-

z



the complaint. While 2 U.S.C. § 441b and 11 C.F.R. § 114.2

prohibit corporate contributions and 11 C.F.R. § 114.10(e)

requires reimbursement by candidates for the use of corporate

planes, nothing in the complaint, or in the Wall Street Journal

article on which it is based, avers that Gaubert owned the

airplane or otherwise provided any in-kind or other contributions

to respondent Wright. Indeed the article itself states that

"[f]ailure to pay for the airplane appears to have violated two

federal campaign finance counts -- failure to report an in-kind

political donation and acceptance of an excessive donation by Mr.

Hood." Since Mr. Gaubert neither owned nor leased the airplane,

CIN he cannot have violated corporate contribution prohibitions or

individual in-kind contribution limits. 11 C.F.R.

§ 100.7(a) (1) (E) (iii).

2. Thomas M. Gaubert, a passenger on the airplane, had no
CD

obligation under statute or regulation to report the receipt of

the contribution of transportation. Gaubert was not an officer

or agent of the campaign committee responsible for reporting the

contributions.

3. In addition, Gaubert was neither an officer, director,

or employee of the entity that leased the airplane in question

and thus had no responsibility to assure compliance with, nor any

knowledge upon which to take an action concerning, Rdplicable

FECA contribution limits or, reporting requirements or corporate

contribution limits.

-2-



4. Even accepting as true the allegations in the complaint

for purposes of the "reason to believe" finding, Gaubert has no

responsibility for any of the alleged violations having no

control over those responsible for compliance with FECA.

Whatever issues the Commission may believe the complaint raises

witi respent to others, the Commission should not permit the non-

specific allegations against Gaubert to proceed. There is not a

single shred of evidence in the complaint of knowledge or action

by Gaubert of any of the matters surrounding the alleged

violations.
co

5. The complaint is based exclusively on a Wall Street

Journal article and not upon any personal knowledge of the

complainant. In addition, it fails to provide "a clear and

concise recitation which describe a violation of a statute or

Regulation over which the Commission has jurisdiction," 11 C.F.R.
C)

§ 111.4(d)(3); the complaint is totally deficient in this regard.

In conclusion, respondent submits that the Commission

should find no "reason to believe" with respect to Thomas M.

Gaubert and should dismiss the complaint against respondent

Gaubert.

Respectfully submitted this L1 day of June, 1989.

BRAND & LOWELL
(A Professional Corporation)
923 Fifteenth Street, N.W.
Washington, D.C. 20005
(202) 662-9700

By: & LA L
'Stanley 4.* a d
Attorney Thomas M. Gaubert

-3-



LAW OFFICES OF

HOOD ANDERTON POOLE & MOFFETT
A PROFESSIONAL CORPORATION 89 JUl It+ N' 2: 24
4848 RENAISSANCE TOWER

JOE 1 OOO

STEPHEN R ANDERTON 1201 ELM STREET

BENTON j POOLE DALLAS, TEXAS 75270
SAM L MOFFETT

JOE CALLAWAY TELEPHONE (214) 761-1100
FRANK G MCDONALD TELECOPIER (214) 7611159

June 13, 1989

CO 'Im

The Federal Election Commission
Washington, D.C. 20463 M

Re: MUR 2879 -

Jet Fleet Corporation

Gentlemen:

Enclosed are the following documents which we will appreciate
your filing in the referenced cause:

1. Jet Fleet Corporation's Statement of Designation of
Counsel designating our firm as counsel to receive any
notifications and other communications from the Commission and to
act on behalf of Jet Fleet Corporation before the Commission; and

C- 2. Jet Fleet Corporation's Response to the Complaint filed by
the Conservative Campaign Fund against Jet Fleet in the referenced
cause.

Also enclosed is a photocopy of Jet Fleet's Response which we
will appreciate your marking "filed" and returning to us in the
enclosed self-addressed envelope.

As you will note from the enclosed Response, Jet Fleet has not
made any contribution, monetarily or in kind, to Representative
Wright or his campaign. Jet Fleet's involvement in Representative
Wright's three-day tour of Texas cities was pursuant to Jet Fleet's
contractual relationship with the aircraft owner; and all costs
incurred by Jet Fleet in connection therewith were billed to and
paid by the aircraft owner in accordance with the terms of the
contract. We trust that the Commission will review this matter and
take no action other than dismissing any and all complaints filed
against Jet Fleet Corporation.



STAIZUT Or MUIGRATION OF1p a

M 2879

NAME OF COUNSEL: Benton J. Poole

ADDRESS: Hood Anderton Poole & Moffjtt

1201 Elm Street, Suite 4848

Dallas, Texas 75270

TELEPHONE: (214) 76-]110

The above-named individual 
is hereby designated as my fs

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my 
behalf before

the Commission.
JET FLEET CORPORATION

June 12, 1989

Date

RESPONDENT'S NAME:

ADDRESS:

HOME PHONE:

BUSINESS PHONE:

By: . ...... , its President
By: " .t..
Signature

Jet Fleet Corporation

8605 Lemmon Avenue

Dallas. Texas 75209

Barton Fuchs - President

N/A

(214) 350-406 _

;~ I

4



BEFORE THE
FEDERAL ELECTION COMMISSION

OF THE
UNITED STATES OF AMERICA

In The Matter of: §

James C. Wright, Jr. S 1r
§

George A. Mallick

NOThomas M. Gaubert § U
§ MUR 2879

Kenneth C. Hood §

Edwin McBirney §

Jet Fleet Corporation §

Defendants. §

RESPONSE OF DEFENDANT JET FLEET CORPORATION

TO THE FEDERAL ELECTION COMMISSION:

- Jet Fleet Corporation, a Defendant in the above entitled and

Snumbered action before the Federal Election Commission, hereby

C- files this response to the Complaint filed by the Conservative

Campaign Fund, a copy of which was received by Jet Fleet

Corporation on May 31, 1989.

The Complaint filed against Jet Fleet Corporation ("Jet Fleet")

in this action consists of the incorporation by reference of an

article appearing in the April 28, 1989 edition of the Wall Street

Journal attached to the Complaint as Exhibit 2. Although it is not

possible to determine from the Complaint or the Wall Street Journal

article what activities of Jet Fleet are the subject of this

Complaint, the Complaint apparently centers around a three-day,

RESPONSE OF DEFENDANT JET FLEET CORPORATION - Page 1



eight-city tour of Texas ending on July 2, 1985, by Representative

James Wright and members of his staff.

Jet Fleet is engaged generally in the aircraft charter,

management, training and maintenance business. In connection with

its business, jet Fleet operates, manages and charters numerous

aircraft owned by others.

At the time of the events in question, Jet Fleet managed a 1972

Falcon 20 aircraft owned by K.C. Hood, pursuant to an Aircraft

Management Agreement dated January 31, 1985. Under the terms of

the Aircraft Management Agreement, Jet Fleet was responsible for

Cjcompliance with FAA regulations and for the flight operation of

~the aircraft, as well as for the marketing of the aircraft for

charter sales purposes. Additionally, Jet Fleet was responsible

for flight crew training and for scheduling aircraft maintenance,

provided, that the costs of each were borne by the aircraft owner.

Under the terms of the Aircraft Management Agreement, the aircraft

was available for owner use at all times ("Owner Trips"); provided,

however, that, subject to the aircraft owner's approval, Jet Fleet

was authorized to charter the aircraft to third parties at times

when the aircraft was not scheduled for Owner Trips. Under the

term of the Aircraft Management Agreement, all direct operating

costs incurred in connection with Owner Trips were invoiced to the

aircraft owner.

The three-day, eight-city tour referred to in the April 28,

1989 Wall Street Journal article was an Owner Trip under the terms

of the Aircraft Maintenance Agreement, and was scheduled,

RESPONSE OF DEFENDANT JET FLEET CORPORATION - Page 2



coordinated and conducted at the aircraft owner's request. In

accordance with the terms and provisions of the Aircraft Management

Agreement, the aircraft owner was invoiced for all direct operating

costs related to such trip by Jet Fleet Invoice No. 9372 dated July

11, 1985. Payment for Invoice No. 9372 was thereafter received by

Jet Fleet on August 5, 1985.

Jet Fleet had no contractual relationship with Representative

Wright or any member of his staff, and these gentlemen were simply

passengers on the owner Trip scheduled by the aircraft owner

pursuant to the terms and provisions of the Aircraft Management

Agreement. All costs and expenses incurred by Jet Fleet in

connection with such trip were invoiced to the aircraft owner and

paid by the aircraft owner to Jet Fleet in accordance with the

terms and provisions of the Aircraft Management Agreement.

Jet Fleet made no contribution, directly or indirectly, in

money or in kind, to Representative Wright or Representative

Wright's campaign.

WHEREFORE, Jet Fleet requests that the Commission take no

action other than to dismiss the Complaint filed against Jet Fleet.

Respectfully submitted,

HOOD ANDERTON POOLE & MOFFETT
4848 Renaissance Tower
1201 Elm Street
Dallas, - Iexas 75270
(214) 76V-1100

By: -
Berlton J. Poole

ATTORNEYS FOR JET FLEET
CORPORATION

RESPONSE OF DEFENDANT JET FLEET CORPORATION - Page 3
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MANATT, PHELPS, ROTHENBERG & PHILLIPS
A PAWINIUMIP INCLUDINO POROPCrSIONAL COMPOPATIONS

ATTORNIEYS AT LAW

1200 NEW HAMPSHIRE AVENUE. N.W.

SUITE 200

WASHINGTON, D.C. 20030

TELEPHONE (202) 463-4300

FAX (202) 463-4394

(202) 463-4395

June 23,

*9 JUN 26 AM 9:39

LOS ANGELES

1.13 WEST OLYMPIC BOLLEVAlID

LOS ANGELES, CALIFORNIA 900"P

(2j3) 312-4000

1989

Lawrence M. Noble, Esquire
General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 2879

Dear Mr. Noble:

Enclosed please find a Statement of Designation
signed by the honorable Jim Wright designating Manat
Rothenberg and Phillips as counsel in MUR 2879.

Sincerely,

of Counsel
t, Phelps,

Eric F. 4(leinj'eld
Manatt, Phelps, Rothenberg

& Phillips

Enclosures

SrAr1



STATEMENT OF DESIGNATION OF COUNSEL

MUR 2879

NAME OF COUNSEL:

ADDRESS:

TELEPHONE:

William C. Oldak
Eric F. Kleinfel
Lyn Utrecht

Manatt, Phelps,

& Phillips

1200 New Hampshi

Suite 200

Washington, D.C.

(202)463-4300

d

Rothenberg

re Avenue, N.W.

20036

The above-named individual/individuals is/are hereby

designated as my counsel and is authorized to receive any

notifications and other communications from the Commission and to

act on my behalf before the Commission.

RESPONDENT'S NAME:

ADDRESS:

Si q Ntu re

Ho . James C. Wright, Jr.
Wright Appreciation Committee
Wright Congressional Club
and Henry Kerrey, as Treasurer

H-204, the Capitol

Washington, D.C. 20515

BUSINESS PHONE: 202/225-8040



p 9

FEDERAL ELECTION COMMISSION
WASHINCTON D( 20461

June 28, 2989

Certified Nail
Return Receipt Requested

Edwin T. McBirney
5055 Keller Springs,
#301
Dallas, Texas 75248

RE: MUR 2879
110 Edwin McBirney

in Dear Mr. McBirney:

0\ The Federal Election Commission ("the Commission") received
a complaint which alleges that you may have violated the Federal
Election Campaign Act of 1971, as amended. On May 25, 1989, the

-- Office of the General Counsel mailed you a notification letter
and a copy of the complaint. This Office has not received your
response to the complaint. Therefore, this new mailing, which

C) includes copies of the original notification and the complaint
is to an additional address listed for you in disclosure reports
filed with the Commission. Upon your receipt of this
correspondence, you are requested to submit a response pursuant
to the letter dated May 25, 1989, and the other enclosed
procedures.

If you have any questions, please contact Phillip L. Wise,
the attorney assigned to this matter, at (202) 376-8200.

Si erely,

rge F. Rishel
Assistant General Counsel

Attachments



BEFORE: THE FEDERAL ELECTION COMMISSPI

)
In the Matter of )

)
The Honorable Jim Wright, )
et al.

)
)

MUR 2879

RESPONSE TO COMPLAINT

Int roduct ion

On May 31, 1989, the Federal Election Commission ("Commission"

or "FEC") notified the Honorable Jim Wright, the Wright

Appreciation Committee and Henry Kerry, as Treasurer, and the

Wright Congressional Club and Henry Kerry, as Treasurer,

("Respondents") that they, among others, were named as Respondents

in a complaint filed with the FEC by the Conservative Campaign

C)
Fund. The complainant alleges violations of the Federal Election

Campaign Act of 1971, as amended, 2 U.S.C. § 431 et seg., (the

"Act" or "FECA") in connection with office rent paid by the Wright

Congressional Club and with air travel undertaken by Mr. Wright.

For the reasons set forth below, Respondents assert that

complainant's allegations are without merit and specifically,

that there is no reason to believe that any violation of the Act

occurred. In sum, neither the rental of office space nor the

airplane travel resulted in any excessive or prohibited

contribution to Mr. WriQht. A fair market rental rate was charged

and paid for the office space, and the airplane travel was fully

paid for, based on comoarable first class airfare.



Discussion

A. Allegations

Complainant makes two specific allegations against Mr. Wright,

one based, in part, on erroneous information contained in the

"Report of the Special Outside Counsel in the Matter of Speaker

James C. Wright," ("Report of the Special Outside Counsel") made

public by the House Committee on Standards of Official Conduct

("Committee on Standards"), and the other based on a single

newspaper article, also partially erroneous, appearing in the

April 28, 1989 edition of the Wall Street Journal. As to the

CC) former, complainant charges that Mr. Wright violated the

in contribution limits and reporting requirements of the Act "through

rill a scheme" in which the Wright Congressional Club did not pay an

appropriate amount of rent for its office space, according to the

Special Outside Counsel's Report. As to the second allegation,

complainant charges that, through the use of an airplane,

C) Mr. Wright violated the contribution limits, the reporting

requirements, and ,-,-e prohibition against corporate contributions

of7 the Act.'

1' Complainant does niot describe either violation but rather,,
relies on secondary sources for both allegations contained
in the complaint.



B. The Act and Regulations

The Commission, in promulgating regulations concerning the

Act, has defined the term "contribution" to include payments,

services, or other things of value, such as a gift, subscription,

advance, or deposit of money or anything of value made by any

person for the purpose of influencing any election to federal

office. 11 CFR § 100.7(a)(1). "Anything of value" is further

defined to include the provision of any goods or services at a

charge which is less than the usual or normal charge for such

goods or services. 11 CFR § 100.7(a)(1)(iii)(A). In applying

this section of the regulations, the usual or normal charge means

the market rate for goods and a commercially reasonable charge

for services. See 11 CFR § 100.7(a)(1)(iii)(B).

Thus, determining whether a contribution, and specifically,

an in-kind contribution, has been made, requires a determination

as to whether somethinq of value has been received by a candidate
C

or committee at less than the usual or normal charge. If something

of value has been received, but not at less than the usual or

normal charge, no cont ribution has been made. That is, if a

can-didate or cofrir-tee pays the market rate for goods or a

commercially reasonable rate for services, no contribution has

been made. Thus, the purchase of goods and services by a campaign

does not result in a contribution where value is paid by the

campaign.



C. Office Space Rental: The Wright Congressional Club paid a
commercially reasonable rate for the leased premises at Hulen
Towers North in Fort Worth, Texas.

In early 1987, the Wright Congressional Club ("Club") began

to seek new office space for its campaign headquarters. Because

of the glut in the Fort Worth market in available commercial

space for lease, a wide variety of opportunities were presented. 2 /'

However, the campaign's needs were fairly basic: a small office

and a work area for computers was all that was needed. The

campaign wanted to locate a space at the fairest price available

on the market, so as to conserve the remaining funds raised for

CD electioneering activities.

After due consideration, the Club entered into a rental

agreement to lease a small office in a building known as Hulen

'Powers North. This space was chosen for a variety of factors,

- but primarily due to the convenience of its location. Hulen

Towers North is centralized in Mr. Wright's district, close to
C)

both the downtown business district and the outlying residential

areas, as well as convenient to the airport. In this way, those

workiniq o!n the campaign who needed to travel across the district

in as little time as possible, would have the greatest opportunity

to do so. The campaign was able to avoid the higher commercial

rental rates of downtown Fort Worth, yet still be able to take

advantage of Hulen -lower's proximity to that area. in addition,

21, At that time, Fort Worth was experiencing a crisis in its
real estate market and particularly in commercial office
space. During the oil boom of the 1970's, development of
commercial space proceeded rapidly. When the boom turned
sour in the 1980's during the Texas economic crisis, supply
'far exceeded demand, and a huge number of office buildings
remained vacant in Fort Worth.

4



several of the campaign vendors were located in a commercial

strip close to Hulen Towers.

On April 1, 1987, the Club signed a one year lease for Suite

625 on the sixth floor of Hulen Towers North. The leased premises

consisted of one small office and a work area, totalling 414

square feet. 3/ The rental rate was $435 per month plus a pro-

rata share of electricity charges. This rate did not appear to

be unreasonably low to the Club. Instead, it appeared to be in

line with the rates the Club could find in comparable buildings

for comparable space. It should be noted that not only was Suite

625 very small as office space, it was also oddly configured.

\0 While this fit specifically into the Club's needs, it is not

011 likely that most businesses would be able to utilize a small one-

office area, making it that much harder for the landlord to lease.

At the inception of the lease, the Club requested that the

landlord make certain structural and cosmetic alterations to

Suite 625. 4 / Ordinarily, in a commercial lease, such changes

would be made by the landlord and reflected in a higher monthly

rental rate, so that the tenant may amortize the cost over the

term of the lease. The tenant would not then be billed upfront

for those costs. These initial alterations, at a cost to the Club

3/ Special Outside Counsel erroneously states that the leased
office consisted of 625 square feet. The number 625 is the
suite designation. The landlord's figure lists 476 square
feet .hich includes a portion of the sixth floor "common"
areas.

4/ These included electrical rewiring, installation of cabinets,
carpeting and painting.



of $3,000, were billed directly and upfront to the Club, and the

bill was paid.

The Club had no intention of accepting an in-kind contribution

in connection with its office at Hulen Towers North. Fair market

value was paid. Further, the Club did not believe that it had so

accepted a contribution. Rather, the Club had always intended

and believed that it was paying a fair market rate for the specific

value received.

Moreover, a review of the landlord's internal records and

leases reveals both that the landlord did not intend to make an

in-kind contribution and also that the rental charged fell clearly

within the market rate charged to other tenants of Hulen Towers

CIN North. The determination of the fair market value of rental

property depends on a variety of factors including: the general

rental market; the vacancy rate at the particular location; the

desirability and utility of the specific space involved; the term
CD

of the lease; the need for improvement; and the anticipated use

of building services by the tenant. Thus, a straight comparison

of per square foot charges is meaningless. In fact, the

information supplied to the Commission by the landlord indicates

that the rental rate charged to the Club, after taking into account

the 'Lease variances, was clearly comparable to that charged to

other tenants, anid as such, within fair market value.

The landlord provided the Commission with comparable

information regarding the five other tenants on the sixth floor

of Hulen Towers North. Because the face value of the rents do



not reflect comparable figures, several factors have been taken

into account in order to arrive at comparability, as follows:

(1) Each office space is different in size; therefore, rents
have been divided by square foot.

(2) Several leases have different durations; therefore,
rents have been annualized.

(3) Each lease called for a different amount of tenant
improvements which were then reflected on the rental
rates; these amounts were deducted to show rent without
improvement cost.

(4) Each lease called for a different provision of "free"
rent, i.e., as an inducement for entering into the
lease, tenants were provided with rent-free months, and
the landlord made up for this by increasing the rent
paid over the remaining term of the lease.

Unless these four factors are taken into account, there is

no way to fairly determine the comparability of the rent at Hulen

Towers North. The flat monthly rental rates do not reflect the

variances which are a part of each lease agreement.

The significance of factor (4) above is substantial and

C) should be accorded particular attention. This landlord had a

regular commercial practice of providing "free rent," i.e, months

when no rent was charged to tenants. Free rent was an inducement

by the landlord used to increase occupancy levels in light of the

glut of office space in thp area. All but one of the other tenants

on the sixth floor received free months when no rent was charged.

This period varied from two to twelve months. However, the Club

never received any free months. It is logical to assume that if

the landlord had intended to make a contribution to the Club, the

simplest manner would have been to offer rent-free months, as was

the landlord's regular practice, and not to have adjusted the



remaining rent for that time.5/ The Club, however, would not

have accepted a contribution from the landlord, and clearly would

not have accepted any months without paying rent.

The rent per square foot, as calculated by the landlord,

indicates that the Club was paying a commercially reasonable rate

in line with that paid by other tenants:

Rent per square foot as
Tenant calculated by landlord

Site Microsurgical Systems $ 7.94

Whittaker Health Services
of Texas, Inc. 7.53

Wright Congressional Club 6.96

Barnes & Associates 6.14

ct. William B. Hal: Investments 4.95

Cafe Acapulco Executive Offices (1.66)

This chart indicates that the effective rental rate charged

C) to the Club falls within the range charged to other tenants.

Moreover, a comparison of the actual amounts paid indicates that

the Wright Congressional Club was paying a fair market rate to

the landlord. Because the Club was the sole tenant which directly

paid for the cost of improvements to its leased premises, that

cost should be amortized over the term of the lease for comparison

purposes. Based on the amounts paid out by all sixth floor

tenants, the rate paid by the Club was the highest per square

5/ The other commercial tenants had their rent increased to

compensate for the rent free months.

8
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foot of any lessee. The Club paid $17.28 per square foot.6' The

average rental rate paid by the remaining tenants was $13.77 per

square foot (with the highest being $16.75, paid by Site

Microsurgical Systems).7! Additionally, even if the $3000 cost

of improvements is amortized over the two year period in which

the Club occupied the premises, the Club's rental rate would be

$14.16 per square foot, still above the average rental rate paid

by the other sixth floor tenants.

The calculations described above underscore several key

points. First, the sums paid out by the Club for office space at

Ln Hulen Towers North were not only within the usual and normal range,

but were in fact on the high side of the average rental rate paid

~ by other comparable tenants. Second, the Club was clearly treated

by the landlord in the same manner as were other non-political

tenants. No preference was given to the Club. In fact, given

the free months provided to the other non-political tenants, it
C)

is likely that the landlord made a greater profit from the Club's

lease than from the others. Finally, because every square foot

of office space is not equally desirable to prospective tenants,

the determination as to fair market value does not depend strictly

on a set rental rate, but rather on the terms agreed to by the

parties. In this case, the parties agreed to a rental rate of

$435, plus a $3000OO upfront payment for improvements. While the

6_, This fiqure was derived by amortizing $3000 over twelve
months, dividing by the square footage, and adding the total
to the square foot figure based on the face amount of rent.

7/ The average was derived using the face annual rental rate
per square foot.
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comparable rates indicate that the Club was paying a rate within

the usual and normal range, the Club was not aware of the other

tenants' rates at the time. As indicated earlier, the Club was

operating on its firmly held belief that $435 per month, standing

alone, was a fair and commercially reasonable rent and fair market

value for the premises. This office was used by one or two

volunteers strictly for bookkeeping and recordkeeping operations.

It was not used as a campaign headquarters for a large number of

volunteers. In light of the specific circumstances surrounding

these premises, particularly, the small size of the office, its

NO odd configuration, its location outside the "high rent" district

\0 of downtown Fort Worth, the wide fluctuation in commercial lease

rates charged in Fort Worth, and the differences in terms,

conditions and provisions of every lease, the Club was certain

- that it was paying a fair market rate for the value received. In

fact, the Club would have considered any amount greater than $435
C)

per month for this small office for one or two individuals to be

nearly excessive.

Accordingly, no basis in fact or in belief exists for the

allegation that the Club received office space for less than its

usual or normal value. The Special Outside Counsel's Report is

simply wrong. Comiplainant offers no additional information, and

thus, the allegations must fall. Accordingly, and for the reasons

stated above, Respondents respectfully request that the Commission

find that there is no reason to believe that the Act was violated

and close this matter.



D. Travel on Airplane: Mr. Wright's campaign travel on the
airplane owned by Kenneth C. Hood has been fully paid for.

As discussed in the Wall Street Journal (4/28/89), during

late June and early July 1985, Jim Wright travelled to various

destinations in Texas on a fundraising trip. The purpose of the

trip was to raise money for his 1986 re-election campaign.

As the Journal indicates, the mode of travel between Texas cities

was on an aircraft owned by an individual, Kenneth C. Hood.

Mr. Hood had engaged Jet Fleet Corporation of Dallas to operate the

airplane for him. Mr. Wright's campaign officials fully intended

to remit the full costs of airfare for the trip, upon the receipt

rN. of an invoice.8"

After the passage of some time and when no invoice was

received from Mr. Hood, this matter was inadvertently overlooked

- by the individual responsible for ensuring that the campaign

expenses were promptly paid. However, and most importantly,

C-) there was no intent by anyone, including Jim Wright or anyone

associated with his campaign, to accept free travel on the Hood

aircraft. It was always intended that this expense would be paid

in full upon receipt of a statement indicating the amount due.

Mr. Wright is di4;ligent in instructing his campaign staff

that all expenses ;Incurred in connection with his re-election

campaigns be promptly paid. However, commercial realities are

such that any campaign may be at the mercy of its vendors to

8/ The Commission's regulations at 11 CFR § 114.~9 require advance
payment for airfare only in the case of an airplane owned by
a corporation (or labor union). By its very language, this
regulation is niot applicable to travel on an individually-
owned -jet. Thus, advance payment was not tendered by the
campaiqn to Mr. Hood.



present accurate invoices for payment. In fact, campaigns must

take great care to ensure that amounts charged by vendors are

neither too high or too low, in order, in the former case, to

prevent an unfair advantage being taken by the vendor, and, in

the latter, an unwanted and perhaps illegal contribution from being

given. In either case, commercial realities in campaigns often

require an invoice to be presented in order to trigger prompt and

accurate payment.

In this case, no invoice was presented. As a result, and as

might be expected, the matter was unintentionally overlooked.

However, when the unpaid charge was discovered this year, the

bill was fully and promptly paid based on comparable first class

airfare. Mr. Wright had no desire to accept a contribution, either

presently or previously. Because Mr. Hood has now been fully

compensated for the use of his aircraft, Respondents respectfully

request that the Commission close this matter, despite the
C)

unintentional mistake which occurred.

Respectfully submitted,

JtL4L _ (a,/5
Date William C. Oldaker

Eric F. Kleinfeld
Manatt, Phelps, Rothenberg

& Phillips
1200 New Hampshire Avenue, N.W.
Suite 200
Washington, D.C. 20036



FEDERAL ELECTION COMMISSION
WASHINGTON, DC 204b3

4f5s July 19, 1989

POSTMASTER
U.S. Post Office
Dallas, Texas 75248

RE: MUR 2879

Dear Sir or Madam:

Pursuant to 39 C.F.R. 5 265(d)(1), we request that you
provide us with the present address of Edwin T. McBirney.
According to our records, the address of Mr. McBirney was 5055
Keller Springs, #301, Dallas, Texas 75248 as of April 27, 1987.

Under 39 C.F.R. 5 265.8e(8)(iii), we request a waiver of
fees. In this connection I hereby certify that the Federal
Election Commission, an agency of the U.S. Government, requires
the information requested above in the performance of its

- official duties, and that all other known sources for obtaining
it have been exhausted.

o A return envelope is enclosed. Should you have any
questions or require any further information, please call
Phillip L. Wise, the attorney assigned to this matter, at (202)
376-8200.

Thank you for your assistance.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lerrier
Associate General Counsel

Enclosure
Envelope



FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

September 7, 1989

AIRBORNE

Edwin T. McBirney
6218 Raintree Court
Dallas, Texas 75240

RE: MUR 2879

Edwin T. McBirney

(D Dear Mr. McBirney:

The Federal Election Commission("the Commission") received
a complaint which alleges that you may have violated the Federal
Election Campaign Act of 1971, as amended. On two separate
occasions this Office mailed you notifications to two different
addresses. These notifications were returned undelivered.

-- Therefore, this new mailing to yet another address listed for
you, includes copies of the original notification and the
complaint filed with the Commission. Upon your receipt of this
correspondence, you are requested to submit a response within 10

o9 days.

If you have any questions, please contact Phillip L. Wise,
the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

By: George .Rrl
Assistant General Counsel



EDWIN T. MCBRNEY
6218 RAINTREE

DALLAS, TEXAS 75240

',I

RECEIVED 'J

FEDERAL ELECTION *OMMISSION
MAIL R0OM

89SEP 19 AID 26

September 15, 1989

Lawrence M. Noble
George F. Rishel
Federal Election Commission
Washington, D.C. 20463

RE: MUR 2879 - Edwin T. McBirney

Gentlemen:

I am in receipt of your Complaint filed before the Federal
Election Commission and am quite shocked that you would file such
a Complaint on the story of a disgruntled employee. Here are the
facts:

1. Vickie Rosell was employed by Ken Hood, she was not,
nor has she ever been employed by me.

2. The jet in question belonged to Ken Hood.

3. I did not make Ken Hood let Mr. Wright use his jet.

4. Mr. Hood did not take or follow direction given by me.

I submit this as my official response, to such a ludicrous
Complaint.

I"

--

*C) r

ETM/mn

3

rn
60



FEDERAL ELECTION COMMISSION P9 OCT 19
999 E Street, N.W.

Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

SOURCE OF PRE-MUR:

COMPLAINANTS:

RESPONDENTS:

SENSITIVE
Pre-MUR 215
MUR 2879
DATE COMPLAINT RECEIVED
BY OGC: May 25, 1989
DATE OF NOTIFICATION TO
RESPONDENTS: May 25, 1989
STAFF MEMBERS: Phillip L. Wise

George F. Rishel

S U A S P O N T E

Conservative Campaign Fund and
Peter Flaherty, Chairman

James C. Wright, Jr.

Wright Congressional Club and Henry
Kerry, as treasurer

Congressman Wright Appreciation
Committee and Henry Kerry, as
treasurer

Majority Congress
Robert N. Reeves,

Committee and
as treasurer

George A. Mallick and The Mallick
Company

Kenneth C. Hood

Jet Fleet Corporation

Thomas A. Gaubert

Edwin McBirney

RELEVANT STATUTES: 2 U.S.C. § 434(b)
2 U.S.C.
2 U.S.C.
11 C.F.R.
11 C.F.R.
11 C.F.R.
11 C.F.R.
11 C.F.R.
11 C.F.R.

Fq FRAL L7 7F V. lop
F r

P; " : 00

441a
441b

100
100
102
104
104
114

(1)(iii)
(4)

.7(

.7(

.17

.11

.13

.10
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INTERNAL REPORTS CHECKED: Disclosure Reports

FEDERAL AGENCIES CHECKED: None

I. GENERATION OF MATTERS

Pre-MUR 215 was initiated by a sua sponte submission by

Marjorie B. Youngblood, assistant treasurer of the Congressman

Wright Appreciation Committee ("Appreciation Committee"), on

April 25, 1989. The submission included an amendment to the 1985

Year End Report for the Appreciation Committee disclosing a

$8,050.16 payment on April 25, 1989, to Ken Hood as reimbursement

for air travel for a trip on June 30 to July 2, 1985. A First

General Counsel's Report regarding this Pre-MTJR was circulated on

June 2, 1989.

The Conservative Campaign Fund and its chairman, Peter

Flaherty, filed the complaint in MUR 2879 on May 17, 1989,

(received in this Office on May 25) that alleged the Federal

Election Campaign Act of 1971, as amended ("the Act") had been
C)

violated with respect to the rental of office space by the Wright

Congressional Club ("Congressional Club") and the payment for the

June 30 to July 2, 1985, air travel by the Appreciation

Committee. Respondents George A. Mallick and The Mallick Company

and Kenneth C. Hood filed their response on June 13, 1989.

Attachments 1 and 4. Jet Fleet Corporation and Thomas A. Gaubert

filed their responses on June 14, 1989. Attachments 3 and 5.

James C. Wright, Jr., the Congressional Club, and the

Appreciation Committee filed a joint response on July 7, 1989.

Attachment 2. Edwin McBirney filed his response on September 19,
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1989. 1Attachment 6.

The Appreciation Committee is the principal campaign

committee for former Representative Jim Wright. It registered

with the Commission in May 1977. The Congressional Club is also

an authorized committee of Rep. Jim Wright and registered with

the Commission in December 1980. The Wright Appreciation Fund

("Appreciation Fund") is a joint fundraising committee,

affiliated with the Appreciation Committee and the Majority

Congress Committee, and registered with the Commission in March

1985 and terminated with the 1986 Year End Report. The Majority

Nr Congress Committee is an unauthorized committee, which registered

r**-, with the Commission in June 1977 as the Jim Wright majority

Congress Committee. In his Statement of Candidacy for the

1985-86 election cycle, Rep. Jim Wright identified the

- Appreciation Committee as his principal campaign committee and

the Congressional Club and the Appreciation Fund as authorized

C-)
committees.

II. FACTUAL AND LEGAL ANALYSIS

A. Rent Payments for 1987 and 1988

The first allegation in the complaint relates to the rent

payments made by the Congressional Club for space it occupied

from April 1987 to may 1988 in the Hulen Towers office complex

owned by The Mallick Company, which is incorporated.

1. The notification letter originally sent to Edwin McBirney was
returned as undelivered. It was resent to another address from
which it was also returned as undelivered. This office obtained
other addresses fcr Edwin McBirney, and we resent the complaint
and notification letter on September 7, 1989.
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The Act prohibits "any corporation whatever" from making any
contribution or expenditure in connection with any federal

election and prohibits any political committee from knowingly

accepting such a prohibited contribution. 2 U.S.C. 5 441b(a).

The Act defines "contribution" or "expenditure" to include any

direct or indirect gift of anything of value to any political

committee. 2 U.S.C. 5 441b(b)(2). Commission regulations

explain that "anything of value" means all in-kind contributions,

including the provision of any goods or services without charge

or at a charge which is less than the usual and normal charge for

such goods or services. 11 C.F.R. S 100.7(a)(1)(iii)(A). The

term "usual and normal charge" is defined to mean in the case of
goods the price of those goods in the market from which they

ordinarily would have been purchased at the time of the

contribution or in the case of services the hourly or piecework

charge for the services at a commercially reasonable rate

prevailing at the time the services were rendered. 11 C.F.R.

5 100.7(a)(1)(iii)(B).

In the specific circumstances involving the rent charged for

a political committee's office space, the Commission has

generally considered the rental terms for other tenants in the
same or similar building. In MUR 2670, the rent paid by a
candidate's committee to a law firm was found to be the usual and
normal charge where the rent fell within the range charged to

other tenants, taking into consideration the terms of the lease

and the services provided.
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The complaint's allegation regarding the rental arrangement

between the Congressional Club and The Mallick Company is based

on the Report of the Special Outside Counsel in the Matter of

rN. Speaker James C. Wright, released on February 21, 1989, by the

House Committee on Standards of official Conduct. The report

recounts the development of the Hulen Towers North office

building by George A. Mallick and The Mallick Company and notes

that the building had few tenants, one of which was the

Congressional Club. The report states that this committee "paid

rent at a rate significantly less than that paid by the other

tenants." In a footnote, the Report further states that the

committee paid a "base rent" of $435 per month for 625 square

feet of office space on the sixth floor or approximately $0.70

per square foot per month. It further notes that other "paying

tenants" of the sixth floor paid between $1.18 and $1.40 per

square foot per month. The Report then concluded that this

arrangement appeared to be an in-kind contribution from Mallick

to the Congressional Club of "roughly $300 per month, or $7,200

over a two-year election cycle"~ in violation of the contribution
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limitation and reporting provisions of the Act.

A copy of the lease agreement submitted as part of the

Mallick response shows that on April 1, 1987, the Congressional

Club and The Mallick Company entered into a lease for Suite 625

of the Hulen Towers North office building at a monthly rent of

$435 plus a pro rata share of the electric charges. The space

covered by the lease included 414 square feet of usable space

plus a 15% addition for a portion of the common area for a total

of 476 square feet. 2In addition to the monthly rent, on August

17, 1987, the Appreciation Committee paid Hulen Towers North

$3,000 for "leasehold improvements" to Suite 625.

A review of the reports filed by the two authorized campaign

committees, the Congressional Club and the Appreciation

Committee, show these payments for rent and related costs for

space at Hulen Towers North.

Date Amount Purpose

Wright Congressional Club

5-8-87 $903.87 rent (April and may)
6-30-87 933.08 rent and electricity

Congressman Wright Appreciation Committee

8-7-87 $473.40 rent
8-19-87 3000.00 improvements
8-28-87 469.70 rent

Wright Congressional Club

10-8-87 $469.55 rent
11-25-87 934.29 rent (two months)

1-3-88 473.22 rent

2. The responses point out that the Special Counsel's Report has
evidently confused the suite niimber with the square footage
rented.
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3-1-88 435.00 rent3

4-4-88 465.99 rent4

4-22-88 466.54 rent
6-1-88 464.56 rent

6-22-88 474.70 rent
9-6-88 465.01 rent

10-4-88 465.01 rent
10-27-88 495.02 rent and electricity
11-4-88 465.01 rent
12-2-88 465.01 rent
1-3-89 465.01 rent

1-30-89 477.11 rent and copying
3-1-89 465.01 rent 5
4-3-89 237.60 expense increase
4-3-89 544.21 rent

Congressman Wright Appreciation Committee

5-1-89 544.21 rent
5-31-89 544.21 rent
6-30-89 558.76 rent and copyingcO
In his response, George A. Mallick states that at the time

CThe Mallick Company owned Hulen Towers North, there were a total

of seven tenants on the sixth floor. He has provided a copy of

-- the lease and a lease profile data sheet for each of the sixth

floor tenants. Mallick notes that "[elach of the tenant's leases
C) were different in nature, terms (rental rates and length of

leases), conditions and provisions (tenant improvement costs and

other financial responsibilities)." He posits that instead of

merely comparing the rental rate stipulated in the lease

3. This payment was reported as made to WJA Realty Asset
Management Co. in Dallas, where the prior payments had been
reported as made to Hulen Towers.

4. This payment was also reported as made to WJA Realty Asset
Management, but the address was changed to the same address
previously reported for the payments to Hulen Towers.

5. At this point the rent payments are reported as being made to
NCNB Texas National Bank in care of WJA Realty Asset Management
at the Hulen Towers address.
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agreement (the face rental rate), a comparison of the net

effective rental rate should also be made. He defines "net

effective rental rate" to mean "the actual dollar value per

rentable square foot annualized that a lease is worth after

amortizing the costs associated with obtaining a tenant to lease

office space." He points out that provisions for free rental

months, whether the tenant or the landlord pays the costs of

improvements, and broker commissions make up the major portion of

the costs associated with obtaining a tenant. He then provides

this comparison for the sixth floor tenants: (rental rates per

sq. ft.)

r Face Rental Net Effective
Tenant Rate Rental Rate

Whittaker Health Services $14.50 $7.53
'N Of Texas, Inc.

- Architects Barnes & Assoc. 12.16 6.14

Wright Congressional Club 10.96 6.96

0D Site Microsurgical Systems 16.75 7.94

The Mallick Companies N/A N/A

William B. Hall Investments 12.00 4.95

Cafe Acapulco Executive offices 13.46 (-1.66)

A review of the lease profile sheets submitted by Mallick

explains the differences in the face and net rental rates for the

sixth floor tenants. Whittaker Health Services had a three-year

lease for 2,345 square feet with six months free rent and

improvements by the landlord of $28,140 and a $3,825.27 broker's

commission. Architects Barnes & Associates had a one-year lease

for 996 square feet with $5,995.92 in improvements by the
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landlord. Site Microsurgical Systems had a one-year lease for

644 square feet with two months free rent and $9,542.33 in

improvements by the landlord. William B. Hall Investments had a

three-year lease for 1,309 square feet with six months free rent

and $19,831.35 in improvements by the landlord. Cafe Acapulco

had a one-year lease for 396 square feet with $5,370 in

improvements by the landlord and had already been in the premises

for one year with free rent. In contrast, the Congressional Club

had a one-year lease for 476.10 square feet with $1,904 in

improvements by the landlord and $3,000 in improvements by the

CD tenant. The Congressional Club's response states that it

considered the rate commercially reasonable for the Fort Worth

market and the size and location of the office. It further

states that in its opinion the rent was within the market rate

charged other tenants when the lease variances are considered.

This Office finds merit in the position advanced by Mallick
C)

that the face rental rate alone is not always an accurate figure

to use when making comparisons among several tenants. Such

additional factors as the length of the lease, the provision of

free rent, improvements paid for by the landlord or the tenant,

and broker's commissions should also be considered in determining

whether the rate charged a political committee is the usual and

normal charge.

The above comparison shows that the face rental rate in the

Congressional Club's lease was less than that in the leases of

other sixth floor tenants, though it deviates from the face rate

for two other tenants by less than 10 percent. Nevertheless, the
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net effective rate paid by the committee was greater than that

paid by two other tenants while less than that paid by two

tenants. Thus, this comparison suggests that the rent charged to

the Congressional Club was within the usual and normal charge for

the premises. We note that after management and presumably

ownership of the office building changed, the modest increases in

the rent for the office (to $465 in early 1988 and to $544 in

early 1989) further suggest that the $435 rate charged in 1987-88

was within the usual and normal charge for that office in its

market.

Accordingly, this office recommends that the Commission find

no reason to believe George A. Mallick, The Mallick Company,

James C. Wright Jr., and the Wright Congressional Club and Henry

Kerry, as treasurer, violated 2 u.s.c. S 441b with regard to the

rental of the office at Hulen Towers North.

B. Air Travel in 1985

0)
The complaint also alleged that Rep. Jim Wright, Thomas

Gaubert, Kenneth Hood, Edwin McBirney and Jet Fleet Corporation

violated the contribution limitations, the reporting

requirements, and the prohibitions on corporate contributions

provisions of the Act regarding the use of a jet aircraft in

1985.

The Act prohibits any corporation whatever from making any

contribution or expenditure in connection with a federal election

and any candidate or political committee from knowingly accepting

such a prohibited contribution or expenditure. 2 U.S.C. § 441b.

The Act limits contributions by any person to an aggregate of
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$1,000 per election for contributions to federal candidates and

their committees and to $5,000 per calendar year for

contributions to other political committees. 2 U.S.C.

S 441a(a)(1). The Act further provides that no candidate or

political committee may knowingly accept any contribution in

excess of these limits. 2 U.S.C. 5 441a(f). A candidate is

deemed to be the agent of his authorized committees when

receiving any contribution. 2 U.S.C. 5 432(e)(2). A

contribution includes any advance or any extension of credit

beyond a commercially reasonable or normal business or trade

practice. 2 U.S.C. SS 431(8)(A)(i) and 441b(b)(2); 11 C.F.R.(N

-0 SS 100.7(a)(1) and (a)(4) and 114.10(a).

A political committee is required to report all contributions

and itemize those which in the aggregate exceed $200 in a

calendar year, including in-kind contributions. 2 u.s.c.

§ 434(b)(2)(A) and 434(b)(3)(A); 11 C.F.R. S 104.13(a). A

C)
political committee must also report its outstanding debts.

2 U.S.C. § 434(b)(8). Commission regulations explain that debts

exceeding $500 shall be reported as of the time of the

transaction. 11 C.F.R. § 104.11(b). Commission regulations

further provided that participants in a joint fundraising

activity shall enter into a written agreement that shall include

a formula for the allocation of the fundraising proceeds, which

shall also be used for allocation of expenses. 11 C.F.R.

§ 102.17(c)(1). Expenses paid by one participating committee on

behalf of another participating committee are subject to the

contribution limitations unless the two committees are affiliated
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or are party committees. 11 C.F.R. 5 102.17(c)(7).

The complaint based its allegations on an article in the wall

Street Journal, which was incorporated by reference in the

complaint. The article states that Rep. James Wright had

accepted the free use of a twin-engine jet for a three-day trip

around Texas in 1985. The article notes that Rep. Wright's

campaign committee had paid the owner of the jet for this trip

four years later in 1989 after the Journal began making inquiries

about the gift. The article notes that Wright, Thomas Gaubert,

and several staff members rode on the jet for the eight-city trip

which ended on July 2, 1985. It quotes a Wright spokesman as

saying the trip was in preparation of a $1,000,000 fundraiser

held several months later in Fort worth and billed as the

"Cowtown Jamboree." The article further states that Kenneth

Hood, the owner of the jet, paid an invoice of $8,050.16 on July

11, 1985, for the use of the jet for this trip with a check from
C)

his personal account. An employee of Hood's is quoted as saying

that the use of the jet was to be "gratis" and that Rep. Wright

* was never billed for the trip. The article further noted that

Rep. Wright's campaign committee had submitted a letter to the

Commission notifying it of the payment and stating that it had

not been previously paid because of an oversight in that it had

not been invoiced.

The Hood employee also is identified as saying that at the

time Hood had complained that in paying for the flight he was

following the instructions from Edwin McBirney, then of Sunbelt

Savings, who reportedly told Hood "to let Jim Wright use the jet
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this week." Hood had purchased the jet from Sunbelt with a $1.3

million loan financed by Sunbelt, to whom he and his companies

owed more than $90 million at the end of 1986. Rep. Wright also

reportedly gave Hood a small brass and wood gavel as a token of

his appreciation for use of the jet. The flight originated in

Dallas, went to Fort Worth to pick up Wright and several aides,

and then continued on to Brownwood, El Paso, Midland, San

Antonio, Dallas, San Antonio again, Houston, and back to Fort

Worth. The articles notes that Wright's various political

committees disclosed payments for food, lodging, and reception

expenses in these cities during this time.

In the letter submitted to the Commission, which forms the

basis for the Pre-MUR, Marjorie B. Youngblood, assistant

treasurer of the Appreciation Committee, states that it had come

to her attention that the Committee "was inadvertently not

invoiced for expenses incurred during a 1985 trip to several
C)

Texas cities." She states that this "trip involved an

individually owned plane that was chartered for a three-day trip

in Texas on June 30-July 2, 1985." She further adds that the

"purpose of this trip was to prepare for a fundraiser held in

Fort Worth in November 1985." She enclosed a copy of the payment

check for the expense of the charter and an amended 1985 Year End

Report disclosing the disbursement to Ken Hood on April 25, 1989,

for $8,050.16.

The November 1985 fundraising activity referred to in the

article and the Committee's submission evidently is the joint

fundraiser held by the Wright Appreciation Fund, a joint
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fundraising committee, on behalf of the Appreciation Committee,

Rep. Wright's principal campaign committee, and the Majority

Congress Committee, his leadership PAC. Reports filed with the

Commission by the Wright Appreciation Fund show that during its

existence in 1985 and 1986, it raised $1,418,387, paid expenses

of $223,109, and transferred $826,246 or 69% to the Appreciation

Committee and $368,930 or 31% to the Majority Congress

Committee. 6A copy of the joint fundraising agreement has not

been provided. The Appreciation Fund terminated with the 1986

Year End Report. 
7

1. Jet Fleet
U-~)

X) The response from Jet Fleet points out that it is in the

c's. business of operating, managing, and chartering aircraft owned by

others. It managed a 1972 Falcon 20 aircraft owned by Kenneth C.

Hood, pursuant to an Aircraft Management Agreement dated January

31, 1985. under this agreement, Jet Fleet had responsibility for

operating and marketing the aircraft, com-)liance with FAA

regulations, flight crew training, and maintenance, which were

paid for by the owner. The aircraft was available for owner use

at all times, though Jet Fleet could charter it to third parties

when it was not scheduled for owner trips. Under the agreement,

all direct operating costs incurred in connection with owner

6. This Office is not able to determine the source of a $100
difference between the total receipts and the total
disbursements.

7. Rep. Wright set up another joint fundraising committee for
the 1987-88 election cycle that also used the name Wright
Appreciation Fund.
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trips were invoiced to the owner.

According to Jet Fleet's response, the trip at issue here was

an owner trip under the agreement. Kenneth C. Hood, the owner,

was invoiced for all direct operating costs related to the trip

in Jet Fleet Invoice No. 9372 dated July 11, 1985, which was paid

on August 5, 1985. The response further states that Jet Fleet

had no contractual relationship with Rep. Jim Wright or his

staff. Kenneth C. Hood, in his response, acknowledges that he

"owned the aircraft individually.' The news article incorporated

into the complaint also identifies Hood as the owner and Jet

Ic Fleet as the operator for Hood.

ro Therefore, based on this information, the payment for the use

of the aircraft does not present a situation involving a

prohibited corporate contribution as alleged in the complaint.

Instead, it involves the application of the contribution

limitations provisions of Section 441a. Accordingly, this Office

recommends that the Commission find no reason to believe Jet

Fleet Corporation, Rep. James C. Wright, Jr., the Congressman

Wright Appreciation Committee and Henry Kerry, as treasurer,

violated 2 U.S.C. § 441b with regard to the payment for the use

of the Falcon 20 aircraft for the June 30-July 2, 1985, trip and

to close the file with respect to Jet Fleet as a respondent.

2. Kenneth C. Hood, et al.

In his response, Kenneth Hood states that in June 1985 he was

contacted by Edwin McBirney, who asked if Hood could make the
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aircraft available for use by Rep. Wright later in the month.8

Hood said he agreed to the request because of McBirney's promise

that Hood's costs would be reimbursed. Hood was given an

itinerary by a member of Wright's staff, which Hood in turn

provided to Jet Fleet.

After the flight, Hood received an invoice from Jet Fleet,

which he paid. He then called McBirney and Thomas Gaubert and

requested payment for the use of the aircraft. He adds that

"[iln the conversations with McBirney and Gaubert it was

discussed that it would be a positive gesture for Hood to absorb

some of the cost of Wright's use of the aircraft and Hood

decided, for business reasons, to accommodate McBirney's and

r)\ Gaubert's request." He then reduced the amount of the invoice by

one-third and billed McBirney and Gaubert for the remainder.

According to Hood, the bills sent to McBirney and Gaubert were

never paid. He later received a check for the entire amount on

C)

8. Hood's response, and that of Thomas Gaubert, contend that the

complaint by relying on the Journal article fails to present a

clear and concise recitation of any violation of the Act. In

this Office's view, the factual material in the article is

sufficiently clear when coupled with the alleged violation to
allow a respondent to ascertain the nature of the allegation and
to reply to it, as these respondents have, in fact, done.

9. Thomas Gaubert contends that he was merely a passenger on the
flight and was not connected to either the campaign committee or
the owner or lessor of the aircraft. Thus, he argues that there
are no grounds on which to base any violation of the Act's
contribution limitations, reporting, or corporate prohibition
provisions. McBirney denies that he made Hood let Rep. Wright
use the jet or gave any instructions to Hood. Thus, it appears
that neither Gaubert nor McBirney made any payments regarding the

jet's use. Thus, it does not appear they have violated the
Act. We note, however, that the complaint did not include any
factual material regarding Hood's asserted arrangement with Edwin
McBirney and Gaubert and his attempts to obtain reimbursements
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April 25, 1989, from the Appreciation Committee. Hood contends

that he never intended to make a contribution but was promised

reimbursement and later sought to accommodate McBirney and

Gaubert by absorbing part of the cost himself.

The response on behalf of Rep. Wright and his committees

contends that his campaign "fully intended to remit the full

costs of airfare for the trip upon the receipt of an invoice."~

It adds that "[aifter the passage of some time and when no

invoice was received from Mr. Hood, this matter was inadvertently

overlooked by the individual responsible for ensuring that the

campaign expenses were promptly paid." The response argues that

-f) there was no intent to accept free travel on the Hood aircraft

but to pay upon receipt of "a statement indicating the amount

due." The response further contends that "any campaign may be at

- the mercy of its vendors to present accurate invoices for

payment" and that "commercial realities in campaigns often

CD require an invoice to be presented in order to trigger prompt and

accurate payment." It concludes by noting that "when the unpaid

charge was discovered this year, the bill was fully and promptly

paid based on comparable first class airfare." It asks that the

Commission close this matter.

(Footnote 9 continued from previous page)
from them. In view of Hood's claims, this office believes it
would be premature to make any recommendations at this time with
respect to Gaubert and McBirney, until responses to the proposed
questions from Hood and Rep. Wright are received and a more
complete view of any involvement by Gaubert and McBirney is
available.
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The information presently available establishes that Kenneth

Hood provided and paid for the use of his aircraft for a

three-day, eight-city trip by Rep. Jim Wright and others on

behalf of federal political committees. The information also

suggests that the use of the aircraft was originally an in-kind

contribution to Rep. wrightfs committees rather than the

provision of services by a vendor. Even if the transaction is

viewed as originally the provision of services by a vendor, there

has been an extension of credit well beyond any commercially

reasonable time, thus resulting in an in-kind contribution in any

event. See 11 C.F.R. S 100.7(a)(4). Whatever the case, in 1985,

the value of the use of the aircraft should have been reported,

either as an in-kind contribution or as a debt owed whether or

not any invoice had been received. See, e.g., MURs 2304 and

- 2706; FEC v. AFSCME, No 88-3208 (D.D.C. Complaint filed Nov. 7,

1988). No reporting was made until the Appreciation Committee

0D
paid $8,050.16 to Hood 46 months after the flight and after

inquiries by the reporter for the Journal.

- A further complication arises, however, because the trip was

apparently made on behalf of the joint fundraiser, for which a

separate committee, the Appreciation Fund, was set up to raise

funds for the Appreciation Committee, the principal campaign

committee, and the Majority Congress Committee, an unauthorized

multicandidate political committee. The Appreciation Fund paid

the expenses of the joint fundraiser, but it has since

terminated. Commission regulations provide that where

participants in a joint fundraiser are not considered affiliated
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committees, the payment of expenses by one committee on behalf of

another are considered contributions subject to the Act's

limitations. Thus, when the Appreciation Committee made its

payment to Hood in 1989, a portion of that payment constituted an

in-kind contribution to the Majority Congress Committee. See

11 C.F.R. 5 102.17(c)(7). Because a copy of the required written

agreement for the joint fundraiser is not presently available, it

is not possible to determine the formula set out in that

agreement for allocating proceeds and, thus, expenses. The

actual distribution of the proceeds reflects an allocation of 69

0 percent to the Appreciation Committee and 31 percent to the

'N Majority Congress Committee. Under this apparent formula, the

$8,050.16 payment to Hood would result in an allocation of

$5,554.61 to the Appreciation Committee and $2495.55 to the

Majority Congress Committee.

Under the Act, Hood could contribute no more than $2,000 to

C)
the Appreciation Committee with respect to the 1986 primary and

general elections and no more than $5,000 to the majority

-~ Congress Committee for 1985. Thus, it appears that he made an

excessive in-kind contribution to the Appreciation Committee.

Furthermore, the information suggests that Rep. Wright may have

been personally involved in the receipt of this contribution in

that his office arranged the trip, he personally made the trip

and thus accepted the use of the aircraft, and he gave Hood a

gavel as a token of appreciation. Moreover, under 2 U.S.C.

§ 441a(a)(l)(C), the Appreciation Committee could contribute up

to $5,000 to the Majority Congress Committee in any calendar
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year. Thus, it appears that it did not make an excessive

contribution when it made its payment to Hood. In any event, it

did fail to report the allocated portion of such payment as an

in-kind contribution to the Majority Congress Committee, which in

turn failed to report its receipt of this in-kind contribution.

See 11 C.F.R. S 104.13(a).

In addition, we note that the amount paid Hood for the use of

the aircraft may not have been the usual and normal charge.

Although the Wright response states that it paid "comparable

first class airfare" for the use of the aircraft, the Jet Fleet

and Hood responses together with the Journal article make it

clear that the amount paid by the Appreciation Committee was the

amount Jet Fleet billed Hood. According to the Jet Fleet

response, that amount represented only the amount of direct

operating costs for the trip. This amount would seem to be less

than the amount Jet Fleet would have charged the Appreciation

Committee had the Appreciation Committee itself chartered the

aircraft. 10The definition of "anything of value" at 11 C.F.R.

S l00.7(a)(l)(iii) would seem to require the use of the charter

rate for determining the true value of the use of the aircraft

and, thus, the full amount of the in-kind contribution that

should have been reported. Once the usual and normal charge is

10. In our view, the appropriate rate for determining the usual

and normal charge in this situation is the charter rate, not

"comparable first class airfare." we note that this situation is

not governed by 11 C.F.R. § 114.9(e). Furthermore, the aircraft

was used exclusively by Rep. Wright and his committees on an

itinerary of their own design and making as part of a fundraising

endeavor.
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ascertained, the amounts allocated to the Appreciation Committee

and the Majority Congress Committee may change.

Accordingly, this Office recommends that the Commission open

a Matter Under Review in Pre-MUR 215 and merge it with MUR 2879

and find reason to believe Kenneth C. Hood violated 2 U.S.C.

5 441a(a)(1)(A); that Rep. James C. Wright, Jr., violated

2 U.S.C. S 441a(f); that the Congressman Wright Appreciation

Committee and Henry Kerry, as treasurer, violated 2 U.S.C. 55

434(b) and 441a(f); and that the Majority Congress Committee and

Robert N. Reeves, as treasurer, violated 2 U.S.C. S 434(b).

Although we have recommended that the Commission find no reason

to believe Jet Fleet violated 2 U.S.C. S 441b and to close the

file with respect to it as a respondent, we do, however,

recommend that the Commission issue a subpoena to Jet Fleet as a

nonrespondent witness to obtain a copy of the Aircraft Management

Agreement with Hood, the invoice and payment for the trip, the

C)
logbook or manifest for the trip showing its itinerary and

passengers, and a schedule of Jet Fleet's usual and normal charge

for chartering the aircraft for a trip, such as the one at issue

here. We also propose questions to the respondents regarding the

arrangements for the trip, including the involvement of McBirney

and Gaubert in any plan regarding payment for the use of the

aircraft as well as other issues.

III. RECOMMENDATIONS

1. Open a Matter Under Review in Pre-MUR 215.

2. Merge the matter opened in Pre-MUR 215 with MUR
2879.
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3. Find no reason to believe George A. Mallick and The

Mallick Company violated 2 U.S.C. S 441b and close the
file as it pertains to these respondents.

4. Find no reason to believe the Wright Congressional

Club and Henry Kerry, as treasurer, violated 2 U.S.C.

S 441b and close the file as it pertains to these

respondents.

5. Find no reason to believe Rep. James C. Wright.,

Jr., violated 2 U.S.C. S 441b.

6. Find reason to believe the Congressman Wright

Appreciation Committee and Henry Kerry, as treasurer,

violated 2 U.S.C. S 434(b) and 441a(f).

7. Find reason to believe Kenneth C. Hood violated

2 U.S.C. S 441a(a)(1)(A).

8. Find reason to believe Rep. James C. Wright, Jr.,

violated 2 U.S.C. 5 441a(f).

9. Find reason to believe the Majority Congress

Committee and Robert N. Reeves, as treasurer, violated

C2 U.S.C. S 434(b).

10. Find no reason to believe Jet Fleet Corporation

violated 2 U.S.C. 5 441b on the basis of the complaint

in MUR 2879 and close the file as it pertains to Jet

Fleet as a respondent.

O 11. Approve the attached letters, factual and legal

analyses, and subpoenas and orders to respondents.

12. Approve the attached subpoena and order to Jet

Fleet Corporation as a nonrespondent witne

Date ...
General Counsel

Attachments
1. Mallick Response
2. Wright Response

3. Jet Fleet Response
4. Hood Response
5. Gaubert Response
6. McBirney Response

7. Proposed letters(5), factual and legal analysis(3), and

subpoenas(3).



FEDERAL ELECTION COMMISSION
WASHINGTON DC 2')4hi

MEMORANDUM

TO: LAWRENCE M. NOBLE
GENERAL COUNSEL

MARJORIE W. EMMONS /DELORES R. HARRISa_

COMMISSION SECRETARY

OCTOBER 24, 1989

Pre-MUR 215 - FIRST GENERAL COUNSEL'S REPORT
& 2879 DATED OCTOBER 19, 1989

The above-captioned document was circulated to the

Commission on Friday, October 20, 1989 at 12:00 p.m.

Objection(s) have been received from :he Commissioner(s)

as indicated by the name(s) checked below:

Commissioner Aikens

Commissioner Elliott

,Cmmissioner fcseffiak

CmmIssi oner McDonald

Commissioner Vc0arrv

Commissioner 71-mas

xxxx

xxxx

This matter will be Placed on the meeting agenda

-or Tuesday, October 31, 1989 at 10:00 a.m.

Please notify us who will represent .,our Division before the

Commission on this matter.

FROM:

DATE:

SUBJECT:



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Conservative Campaign Fund and
Peter Flaherty, Chairman

James C. Wright, Jr.
Wright Congressional Club and

Henry Kerry, as treasurer
Congressman Wright Appreciation

Committee and Henry Kerry, as
treasurer

Majority Congress Committee and
Robert N. Reeves, as treasurer

George A. Mallick and The Mallick
Company

Kenneth C. Hood
Jet Fleet Corporation
Thomas A. Gaubert
Edwin McBirney

Pre-MUR 215 and

MUR 2879

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session on October 31,

1989, do hereby certify that the Commission decided by a

vote of 6-0 to take the following actions with respect to

the above-captioned matters:

Open a Matter Under Review in Pre-MUR 215.

Merge the matter opened in Pre-MUR 215 with
MUR 2879.

(continued)



Federal Election Commission Page 2Certification for Pre-MUR 215
and MUR 2879
October 31, 1989

3. Find no reason to believe George A.
Mallick and The Mallick Company
violated 2 U.S.C. 5 441b and close
the file as it pertains to these
respondents.

4. Find no reason to believe the Wright
xCongressional Club and Henry Kerry,as treasurer, violated 2 U.S.C.

S 441b and close the file as it
pertains to these respondents.

5. Find no reason to believe Rep.(D James C. Wright, Jr., violated
2 U.S.C. 5 441b.

6. Find reason to believe the Congressman
Wright Appreciation Committee and
Henry Kerry, as treasurer, violated
2 U.S.C. 55 434(b) and 441a(f).

(continued)



Federal Election Commission Page 3
Certification for Pre-MUR 215
and MUR 2879
October 31, 1989

7. Find reason to believe Kenneth C. Hood
violated 2 U.S.C. 5 441a(a)(1)(A).

8. Reject recommendation 8 contained in theGeneral Counsel's report dated October 19,1989, and instead find no reason to believe
Rep. James C. Wright, Jr., violated
2 U.S.C. S 441a(f).

C 9. Find reason to believe the Majority
Congress Committee and Robert N. Reeves,
as treasurer, violated 2 U.S.C. 5 434(b).

10. Find no reason to believe Jet Fleet
Corporation violated 2 U.S.C. 5 441b
on the basis of the complaint in
MUR 2879 and close the file as it
pertains to Jet Fleet as a respondent.

(continued)



Federal Election Commission
Certification for Pre-MUR 215
and MUR 2879
October 31, 1989

Page 4

11. Direct the Office of General Counsel to
send the appropriate letters, factual
and legal analyses, and subpoenas and
orders to respondents pursuant to the
actions noted above and the meeting
discussion.

12. Approve the subpoena and order to
Jet Fleet Corporation as a nonrespondent
witness as recommended in the General
Counsel's report dated October 19, 1989.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

November 1, 1989 Marjorie W. Emmons
Secretary of the Commission
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November 15, 1989

George A. Mallick
The Mallick Company
4212 Hulen Place
Ft. Worth, TX 76107

RE: MUR 2879
George A. Mallick and
The Mallick Company

Dear Mr. Mallick:

On May 25, 1989, the Federal Election
you of a complaint alleging violations of
the Federal Election Campaign Act of 1971,

Commission notified
certain sections of
as amended.

On October 31, 1989, the Commission found, on the basis

the information in the complaint, and information provided by

you, that there is no reason to believe George A. Mallick and

Mallick Company violated 2 U.S.C. § 441b. Accordingly, the

Commission closed its file in this matter as it pertains to y

and The Mallick Company.

This matter
30 days after the
respondents. If
the public record
such materials to

will become a cart
file has been clo

you wish to submit
please do so -it

the Office cf the

of the public record within
sed with respect to all
any materials to appear on

hin ten days. Please send
General Counsel.

The Commission
provisions of 2 U.S
in effect until the
notify you when the

reminds you that the confidentiality
.C. §§ 437?oa!(4)(B) and 437g(a)(12)(A) remain
entire matter is closed. The Commission will
entire file has been closed.

Sincerely,

Lawrence M. Noble
General Counsel

The

ou
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November 15, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Benton J. Poole, Esquire
Hood Anderton Poole & Moffett
1201 Elm Street, Suite 4848

Dallas, TX 75270

RE: MUR 3000
Jet Fleet Corporation

Dear Mr. Poole:

CD On May 25, 1989, the Federal Election Commission notified

-D your client, of a complaint alleging violations of certain

sections of the Federal Election Campaign Act of 1971, as

amended.

On October 31, 1989, the Commission found, on the basis of

- the information in the complaint, and information provided by

your client, that there is no reason to believe Jet Fleet

Corporation violated 2 U.S.C. § 441b. Accordingly, the

Commission closed its file in this matter as it pertains to Jet

C) Fleet Corporation as a respondent. The Commission also merged

MUR 2879 and MUR 3000, therefore any correspondence concerning

this matter must refer to MUR 3000.

This matter will become a part of the public record within

30 days after the file has been closed with respect to all

respondents. If you wish to submit any materials to appear on

the public record, please do so within ten days. Please send

such materials to the Office of the General Counsel.

The Commission reminds you that the confidentiality

provisions of 2 U.S.C. §§ 437gka)(4)(B) and 437g(a)(12)(A) remain

in effect until the entire matter is closed. The Commission will

notify you when the entire file has been closed.

Furthermore, the Federal Election Commission has the

statutory duty of enforcing the Federal Election Campaign Act

of 1971, as amended. The Commission has issued the attached

order and subpoena which requires your client to provide certain

information in connection with an investigation it is conducting.

The Commission no longer considers your client a respondent in

this matter, but rather a witness only.
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Page 2

Because this information is being sought as part of an

investigation being conducted by the Commission, the

confidentiality provision of 2 U.S.C. § 437g(a)(12)(A) applies.

That section prohibits making public any investigation conducted

by the Commission without the express written consent of the

person with respect to whom the investigation is made. You are

advised that no such consent has been given in this case.

Your client is required to submit the information with 15

days of your receipt of this subpoena and order. All answers to

questions must be submitted under oath.

If you have any questions, please contact Phillip L. Wise,

the attorney assigned to this matter, at (800) 376-8200.

Sincerely,

I" ,

Lawrence !. Noble--

General Counsel

-- Enclosure
Subpoena and Crdei
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Jet Fleet Corporation
Page 3

INSTRUCTIONS

In answering these interrogatories and request for
production of documents, furnish all documents and other
information, however obtained, including hearsay, that is in
possession of, known by or otherwise available to you, including
documents and information appearing in your records.

Each answer is to be given separately and independently, and
unless specifically stated in the particular discovery request,
no answer shall be given solely by reference either to another
answer or to an exhibit attached to your response.

The response to each interrogatory propounded herein shall
set forth separately the identification of each person capable of
furnishing testimony concerning the response given, denoting
separately those individuals who provided informational,
documentary or other input, and those who assisted in drafting
the interrogatory response.

If you cannot answer the following interrogatories in full
C) after exercisina due diligence to secure the full information to

do so, answer to the extent possible and indicate your inability
to answer the remainder, stating whatever information or
knowledge you have concerning the unanswered portion and
detailing what you did in attempting to secure the unknown
information.

C) Should you -laim a priviieqe with respect to any documents,
communications, or other items about which information is
requested by any of the following interrogatories and requests

for production of documents, describe such items in sufficient
detail to provide justification for the claim. Each claim of
p ileae must secIfy in dta ll the irounds on which it

rests.

Unless ctherwlse indicated, the discovery request shall
refer -o the cte ceriod from January 1, 1985, to present.

-he followzno interroaatcries and reciuests for production of
documents are ccnt-nuing in nature so as to require you to file
supplementary responses or amendments during the course of this
investigation if you obtain further or different information
prior to or durina the pendency of this matter. Include in any
supplemental answers the date upon which and the manner in which
such further cr different information came to your attention.



0

FEDERAL ELECTION COMMISSION
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November 15, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

William C. Oldaker, Esquire
Eric F. Kleinfeld, Esquire

Lyn Utrecht, Esquire

Manatt, Phelps, Rothenberg & Phillips

1200 New Hampshire Avenue, N.W., Suite

Washington, D.C. 20036

200

RE: MUR 3000
Rep. James C

Congressman
Appreciation
Henry Kerry,
Wright Congr
Henry Kerry,

• Wright, Jr.,
Wright
Committee and
as treasurer, and
essional Club and
as treasurer

Dear Messrs. Oldaker and Kleinfeld and Ms. Utrecht:

On May 25,
your clients -f
sections of thp
("the Act"). A
notification.

1989, the Federal Election Commission
I complaint alleqinq violations of ce
r.letal Election Campaign Act of 1971

copy of the complaint was enclosed wi

noti fied
rtain
P as amended
th that

Upon fur
complaint, an
October 31, 1
,formerlv Pre
1UR 3000. On
there is reas
Committee and
§§ 434(b) and
Commission al
Wrioht, Jr.,
Conqressionai

U.S.C. 44
C- maressi onal
Legal Anaiysi
findinas, is

thor -eview of the allegations contained in the

d information supplied by you, the Commission, on

989, determined to merge MUR 2879 with MUR 3000

- !UR 2l ). Both matters will now be known as

October i, 1989, The Commission further found that
on c believe tho Conaressman Wright Appreciation

Henry Kerry, -s treasurer, violated 2 U.S.C.
I f- , orovisions of the Act. On that date, the

so found there is no reason to believe Rep. James C.

. Ioated 2 U.S.C. §§ 441a(f) and 441b and the Wright
Club and Henry Kerrv, as treasurer, violated

lb and c-losed the fiie as it pertains to the Wright

Club and Rep. James C. Wright, Jr. The Factual and
', ich formed a basis for the Commission's

--1 t e r- L your information.

Under te Act,
no action should ibe
any factual or eai
the Commission's con

vou have an ooportunity to
TaKen against your clients.
materials that you believe

sideration of this matter.

demonstrate that
You may submit

are relevant to
Statements should

11
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be submitted under oath. All responses to the enclosed Order to
Answer Questions and Subpoena to Produce Documents must be
submitted to the General Counsel's Office within 15 days of your
receipt of this letter. Any additional materials or statements
you wish to submit should accompany the response to the order and
subpoena.

In the absence of any additional information which
demonstrates that no further action should be taken against your
clients, the Commission may find probable cause to believe that a
violation has occurred and proceed with conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
§ 111.18(d). Upon receipt of the request, the Office of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be

C) pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, the Commission will not entertain requests for
pre-probable cause conciliation after briefs on probable cause
have been mailed to the respondent.

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days

CO prior to the due date of the response and specific good cause
must be demonstrated. In addition, the Office of the General
Counsel ordinarily will not give extensions beyond 20 days.

)

This matter will remain confidential in accordance with
U.S.C. §§ 37g(a) ,)(B) and 43,g(a)(l2)(A), unless you notify

the Ccmmission in writino that you wish the investigation to be
made public.

Tf you have any questions, piease contact Phillip L. Wise,
the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Danny L. McDonald

Chairman

Enclosures
Order and Subpoena
Factual and Legal Analysis



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

MUR 3000

SUBPOENA TO PRODUCE DOCUMENTS

ORDER TO SUBMIT WRITTEN ANSWERS

TO: Congressman Wright Appreciation
Committee and Henry Kerry, as treasurer

c/o William C. oldaker, Esquire
Eric Kleinfeld, Esquire
Lyn Utrecht, Esquire
ranatt, Phelps, Rothenberg & Phillips

1200 New Hampshire Ave., N.W., Suite 200

Washington, D.C. 20036

Pursuant to 2 U.S.C. § 137d(a)(1) and (3), and in

furtherance of its investigation in the above-captioned matter,

the Federal Electiln cmmission hereby orders you to submit

written answers test)7ons attached to this Order and

C) subpoenas you 7c '-ure e i-Dcuments requested in this

Subpoena. Le-ih.e -vies which, :here applicable, show both

sides of the dlcumen-s yav n substituted for originals.

Such answers -us e sui 'tted under cath and must be

forwarded to n cnce Cff: e .. c_ - . nerai Cunsel, Federal Election

Commission, 999 E St"ees ... washinqton, D.C. 20463, along

.with the requested documents ..;lhin 15 days of receipt of this

Order and Subnoe n.



MUR 3000
Congressman Wright Appreciation Committee
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WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in Washington, D.C. on thisi'9..?&ay of

/.. 1989.

Danny L. McDonald, Chairman
Federal Election Commission

ATTEST:

Marjorie W. Emmons

Secretary to the Commission

Attachments
Document Request and Questicns(3 pages)
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Congressman Wright Appreciation Committee
Page 3

INSTRUCTIONS

In answering these interrogatories and request for

production of documents, furnish all documents and other

information, however obtained, including hearsay, that is in

possession of, known by or otherwise available to you, including

documents and information appearing in your records.

Each
unless spe
no answer
answer or

answer is to be given separately and independently, and

cifically stated in the particular discovery request,

shall be given solely by reference either to another

to an exhibit attached to your response.

The response to each interrogatory propounded herein shall

set forth separately the identification of each person capable of

furnishing testimony concerning the response given, denoting

separately those individuals who provided informational,

documentary or other input, and those who assisted in drafting

the interrogatory response.

(7) If you cannot answer the following interrogatories in full

after exercising due diligence to secure the full information to

do so, answer to the extent possible and indicate your inability

-- to answer the LemaindeL, stating whatever information or

hnowiedge you have concerning the unanswered portion and

detailinci what you did in attempting to secure the unknown

C) information.

Should you -laim a Crivileqe with respect to any documents,

communications, -r other items about which information is

requested by any c f the followinQ interrogatories and requests

for production ): documents, describe such :tems in sufficient
detai1 to provide ]ustlfication :or the claim. Each claim of

vri ilege must scecfv in detail all the grounds on which it
,zest-s.

Unless othevr'..:ise ind"cated, the discovery
1efer to the time reriod from January 1, 1985,

request shall
to present.

The fol1owin rinter roatc r1es and requests for production of

documents are continuin .n nature so as to require you to file

suppiementary -esconses -r amendments during the course of this

in*'estiation "*yu cbta n further or different information

ortor to or durino the uendencv ?f this matter. include in any

suclemental answers the date upon which and the manner in which

such further or ifrterent :nformation came to your attention.
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DEFINITIONS

For the purpose of these discovery requests, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean the named respondents in this action to
whom these discovery requests are addressed, including all
officers, employees, agents or attorneys thereof.

"Persons" shall be deemed to include both singular and
plural, and shall mean any natural person, partnership,
committee, association, corporation, or any other type of
organization or entity.

"Document" shall mean the original and all non-identical
copies, including drafts, of all papers and records of every type
in your possession, custody, or control, or known by you to
exist. The term document includes, but is not limited to books,
letters, contracts, notes, diaries, log sheets, records of
telephone communications, transcripts, vouchers, accounting
statements, ledgers, checks, money orders or other commercial
paper, telegrams, telexes, pamphlets, circulars, leaflets,
reports, memoranda, correspondence, surveys, tabulations, audio
and video recordinqs, drawings, photographs, graphs, charts,
diaarams, lists, computer print-ruts, and all other writings and

C) other data compilations from which information can be obtained.

"Identify" "...,ith respect to a document shall mean state the
nature or type of document e.o., letter, memorandum), the date,
if any, appearin- thereon, the date on which the document was
prepared, the titli -f the document, the general subject matter
ot the document, the - ocation of the document, the number of
paces comorisin7 the document.

"Identify" with respect to a person shall mean state the
full name, the most recent business and residence addresses and
the telephone numbers, the present occupation or position of such
person, the nature of the connection or association that person
has to any carty in this Droceeding. If the person to be
identified is not a natural person, provide the legal arid trade
names, the address and telephone number, and the full names of
both the chief executive officer and the agent designated to
L-eceive service cf process for such person.

"And" as well as "cr" shall be construed disjunctively or
ccnlunctively as necessary to bring within the scope of these
interrogatories and recuests for the production of documents any
documents and materials which may otherwise be construed to be
out of their scope.
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The following qluestions relate to the use of the 1972 Falcon

20 aircraft owned by Kenneth C. Hood for a trip on June 30 to

July 2, 1985, on behalf of Rep. James C. Wright, Jr., and his

political committees.

1. State whe
or his representat
regarding the prov
payment of its use
the date(s) it was
documents relating
payment for the ai
in the arrangement
behalf.

2. Identify
each leg of the tr

C-) passenger list.

ther any arrangement was made by Rep. Wright
ives with Edwin McBirney or Thomas Gaubert
ision of the aircraft for this trip and the

If so, describe in detail the arrangement,
made, and the parties to it. Provide all
to the arranqement regarding the use and

Lcraft. Identify all persons who participated
for the use of the aircraft on Rep. Wright's

itinerary of the trip and the passengers on
Provide a copy of the itinerary and

3. Provide ..nes cf all documents relatino to the

invoicing and pavmer Thr the -- IC.

the Junr 30-Jul
C) for such expenes es n

were reported hy
persons who had
related to this

mi~ac
tr

~ooies

7!Ie rDLoCr
*osconsibili

n ~fr
all other expenses related to
copies of all payment checks
reports where such payments

late fo ttee(s
-- fr the payment

Identify all
of expenses

for
on

the
as

Provide -ov r n_ -.. nc fund
-he Wriqht -cor --a:ion Funo s a roi

behalf of The -no-essman .. ,-r-t A cre
I ajority Ccnr ss cmm te , f- the 1'

the "Cowtown Jamooree" H nd hl din the

State neter
State whether Fec.
appreciation in -cnnec
If so, state when the
who made the arnoe
documents relatino

oht
~-ion
oavz
nt-~

ral
nt
cia
985

sing
f und r
t ion
fun

aqreement
raising committee
Committee and
draiser described

fall of 1985.

gave Kenneth C. Hood a gavel.
Tav m this oavel as a token of

; ith The June 30-July 2, 1985, trip.
.:as delivered to him and identify

rot this uift. Provrde copies of any
rft T his oave1 So fVr. Hood.

iden tfy -~' :r~hr insances since January 1, 1985, in

which arranQemencs '" ese aircraft .as made with Kenneth

C7. flood, Edwin Bi Inev, i homas gaubert on behalf of the

Conoressman "riot :'oirte:ation icmmittee, the Wrioht
Congressional 21uc, : er: h: Appreciationl Fund.

t

i



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: James C. Wright, Jr. MUR: 3000

Wright Congressional Club and
Henry Kerry, as treasurer

Congressman Wright Appreciation
Committee and Henry Kerry, as
treasurer

The Congressman Wright Appreciation Committee ("Appreciation

Committee") is the principal campaign committee for former

Representative Jim Wright. It registered with the Commission in

CD May 1977. The Wright Congressional Club ("Congressional Club")

is also an authorized committee of Rep. Jim Wright and registered

with the Commission in December 1980. The Wright Appreciation

Fund ("Appreciation Fund"., is a ioint fundraising committee,

affiliated with the Appreciation Committee and the Majority

Congress Committee, and recistered with the Commission in March

1985 and terminated with the 1986 Year End Report. The Majority

Conaress Committee 's an unauthorized committee, which registered

with the Commission in June 1977 is the Jim Wright Majority

Congress Committee. Tn h is Scatement of Candidacy for the

1985-86 election cycle, Re . Jim 'xWright identified the

Appreciation Commirtee as 1is r:ncipal campaign committee and

the Congressional -lub and thle Acreciation Fund as authorized

commi t tees.

A. Rent Payments for 1987 and 1988

The first issue relates -o The rent payments made by the

Conuressional Club for space it occupied from April 1987 to May
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1988 in the Hulen Towers office complex owned by The Mallick

Company, which was incorporated on January 24, 1972.

The Act prohibits "any corporation whatever" from making any

contribution or expenditure in connection with any federal

election and prohibits any political committee from knowingly

accepting such a prohibited contribution. 2 U.S.C. § 441b(a).

The Act defines "contribution" or "expenditure" to include any

direct or indirect gift of anything of value to any political

committee. 2 U.S.C. § 441b(b)(2). Commission regulations

explain that "anything of value" means all in-kind contributions,

- including the provision of any goods or services without charge

or at a charge which is less than the usual and normal charge for

such goods or services. 11 C.F.R. § 100.7(a)(1)(iii)(A). The

term "usual and normal charge" is defined to mean in the case of

goods the price of those goods in the market from which they

0 ordinarily would have been purchased at the time of the

Icontribution or in the case of services the hourly or piecework

charge for the services at a commercially reasonable rate

prevailing at the time the services were rendered. 11 C.F.R.

§ 100.7(a)(l)(iiiflB). In the specific circumstances involving

the rent charged for a political committee's office space, the

Commission has generally considered the rental terms for other

tenants in the same or similar building.

The allegation regarding the iental arrangement between the

Congressional Club and The 1-allick Company is based on the Report

of the Special Outside Counsel in the matter of Speaker James C.

Wright, released on February 21, '989, by the House Committee on
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Standards of Official Conduct. The report recounts the

development of the Hulen Towers North office building by George

A. Mallick and The Mallick Company and notes that the building

had few tenants, one of which was the Congressional Club. The

report states that this committee "paid rent at a rate

significantly less than that paid by the other tenants." In a

footnote, the Report further states that the committee paid a

"base rent" of $435 per month for 625 square feet of office space

on the sixth floor or approximately $0.70 per square foot per

month. It further notes that other "paying tenants" of the sixth

(N floor paid between $1.18 and $1.40 per square foot per month.

- The Report then concluded that this arrangement appeared to be an

in-kind contribution from Mallick to the Congressional Club of

"roughly $300 per month, or $7,200 over a two-year election

cycle" in violation of the contribution limitation and reporting

o provisions of the Act.

A copy of the lease agreement shows that on April 1, 1987,

the Congressional Club and The rallick Company entered into a

lease for Suite 625 of the Hulen Towers North office building at

a monthly rent of 435 plus a pro rata share of the electric

charges. The space covered by the lease included 414 square feet

of usable space plus a 157 addition for a portion of the common

area for a total of 476 square feet.- In addition to the monthly

rent, on August 17, 1987, the Appreciation Committee paid Hulen

Towers North $3,000 for "leasehold improvements" to Suite 625.

1 The Special Counsel's Report has evidently confused the suite
number with the square footage rented.
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A review of the reports filed by the two authorized campaign

committees, the Congressional Club and the Appreciation

Committee, show these payments for rent and related costs for

space at Hulen Towers North.

Date Amount Purpose

Wright Congressional Club

5-8-87 $903.87 rent (April and May)

6-30-87 933.08 rent and electricity

Congressman Wright Appreciation Committee

$473.40
3000.00
469.70

rent
improvements
rent

Wright Congressional Club

10-8-87
11-25-87

1-3-88
3-1-88
4-4-88

4-22-88
6-1-88

6-22-88
9-6-88

10-4-88
10-27-88

11-4-88
12-2-88
1-3-89

1-30-89
3-1-89
,;-3-89
4-3-89

$469.55
934.29
473.22
435.00
465.99
466.54
464.56
474 .70
465.01
465.01
1195.02
465.01

.01
1 6 ,. 01
477 .11
465.01
237.60
544.21

rent
rent (two months)
rent 2
rent2

rent 3

rent
rent
rent
rent
rent
rent and electricity
rent
rent
rent
rent and copying
rent 4
expense increase
rent

2. This payment was reported as made to WJA Realty Asset

>anaqement Co. in Dallas, where the prior payments had been
eorted as made to Hulen Towers.

This payment was also reported as made to WJA Realty Asset

:anaqement, but the address was changed to the same address

Ureviously reported for the payments to Hulen Towers.

. At this point the rent payments are reported as being made to

NCNB Texas National Bank in care of JA Realty Asset Management
at the Hulen Towers address.

8-7-87
8-19-87
8-28-87
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Conqressman Wright Appreciation Committee

5-1-89 544.21 rent

5-31-89 544.21 rent

6-30-89 558.76 rent and copying

At the time The Mallick Company owned Hulen Towers North,

there were a total of seven tenants on the sixth floor. It is

noted that "[ejach of the tenant's leases were different in

nature, terms (rental rates and length of leases), conditions and

provisions (tenant improvement costs and other financial

responsibilities)." It is posited that instead of merely

comparing the rental rate stipulated in the lease agreement (the

face rental rate), a comparison of the net effective rental rate

C- should also be made. "Net effective rental rate" is defined to

mean "the actual dollar value per rentable square foot annualized

that a lease is worth after amortizing the costs associated with

obtaining a tenant to lease office space." Provisions for free

C)
rental months, whether the tenant or the landlord pays the costs

of improvements, and broker commissions make up the major portion

of the costs associated with obtaining a tenant. This comparison

for the sixth flcor tenants is provided:

Face Rental Net Effective

Tenant Rate Rental Rate

Whittaker Health Services $14.30 $7.53

Qf Texas, Inc.

ALchitects Barnes & Assoc. 12.16 6.14

Wioht Conqressionai Club 10.96 6.96

Site icrosurgical Systems 16.75 7.94

The allick Companies N/A N/A

William B. Hall investments 12.00 4.95
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Cate Acapulco Executive Offices 13.46 (-1.66)

A review of the leases explains the differences in the face

and net rental rates for the sixth floor tenants. Whittaker

Health Services had a three-year lease for 2,345 square feet with

six months free rent and improvements by the landlord of $28,140

and a $3,825.27 broker's commission. Architects Barnes &

Associates had a one-year lease for 996 square feet with

$5,995.92 in improvements by the landlord. Site Microsurgical

Systems had a one-year lease for 644 square feet with two months

free rent and $9,542.33 in improvements by the landlord.

William B. Hall Investments had a three-year lease for 1,309

(7) square feet with six months free rent and $19,831.35 in

improvements by the landlord. Cafe Acapulco had a one-year lease

for 396 square feet with $5,370 in improvements by the landlord

and had already been in the premises for one year with free rent.

In contrast, the Congressional Club had a one-year lease for 476

square feet with $1,904 in improvements by the landlord and

$3,000 in improvements by the tenant. The Congressional Club's

response states that .1t considered the rate commercially

reasonable for the Fort W,4orth market and the size and location of

the office. It further states that in its opinion the rent was

within the market rate charqed other tenants when the lease

Variances are considered.

There is merit in the position that the face rental rate

alone is not always an accurate figure to use when making

comparisons among several tenants. Such additional factors as
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the length of the lease, the provision of free rent, improvements

paid for by the landlord or the tenant, and broker's commissions

should also be considered in determining whether the rate charged

a political committee is the usual and normal charge.

The above comparison shows that the face rental rate in the

Congressional Club's lease was less than that in the leases of

other sixth floor tenants, though it deviates from the face rate

for two other tenants by less than 10 percent. Nevertheless, the

net effective rate paid by the committee was greater than that

paid by two other tenants while less than that paid by two

tenants. Thus, this comparison suggests that the rent charged to

the Congressional Club was within the usual and normal charge for

the premises. It is noted that after management and presumably

ownership of the office building changed, the modest increases in

the rent for the office (to $465 in early 1988 and to $544 in

C) early 1989) further suggest that the $435 rate charged in 1987-88

was within the usual and normal charge for that office in its

market.

Accordingly, there is no reason to believe Rep. James C.

W right Jr., and the -,-right Conoressional Club and Henry Kerry, as

treasurer, violated 2 U.S.C. § 441b with regard to the rental of

the office at Hulen Towers :orth.

B. Air Travel in 1985

The second alleqation is That Rep. Jim Wright violated the

contribution limitations, the reporting requirements, and the

prohibitions on corporate contributions provisions of the Act

regardinq the use of a jet aircraft in 1985.
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The Act prohibits any corporation whatever from making any

contribution or expenditure in connection with a federal election

and any candidate or political committee from knowingly accepting

such a prohibited contribution or expenditure. 2 U.S.C. S 441b.

The Act limits contributions by any person to an aggregate of

$1,000 per election for contributions to federal candidates and

their committees and to $5,000 per calendar year for

contributions to other political committees. 2 U.S.C.

§ 441a(a)(1). The Act further provides that no candidate or

political committee may knowingly accept any contribution in

excess of these limits. 2 U.S.C. § 441a(f). A candidate is

- deemed to be the agent of his authorized committees when

receiving any contribution. U.S.C. § 432(e)(2). A

contribution includes any advance or any extension of credit

beycnd a commercially reasonable or normal business or trade

practice. 2 U.S.C. §§ 431(8)'A)(i) and 441b(b)(2); 11 C.F.R.

§§ 100.7(a)(1) and (a)(4) and il4.10(a).

) A political committee is 1eouired to report all contributions

and itemize those which in the aggregate exceed $200 in a

-alendar year, including in-k-:d contributions. 2 U.S.C.

§ 434(b)(2)(A) and 434 b 3)A ; l C.F .R. § 104.13(a). A

political committee must also report its outstanding debts.

2 U.S.C. § 434(b)(8). Commission regulations explain that debts

exceeding $500 shall be reported as of the time of the

transaction. 11 C.F.R. 104.11 ). Commission regulations

further provided that participants in a joint fundraising

activity shall enter into a written agreement that shall include
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a formula for the allocation of the fundraising proceeds, which

shall also be used for allocation of expenses. 11 C.F.R.

§ 102.17(c)(1). Expenses paid by one participating committee on

behalf of another participating committee are subject to the

contribution limitations unless the two committees are affiliated

or are party committees. 11 C.F.R. § 102.17(c)(7).

The allegation is based on an article in the Wall Street

Journal. The article states that Rep. James Wright had accepted

the free use of of a twin-engine jet for a three-day trip around

Texas in 1985. The article notes that Rep. Wright's campaign

CO committee had paid the owner of the jet for this trip four years

later in 1989 after the Journal began making inquiries about the
C)

gift. The article notes that Wright, Thomas Gaubert, and several

staff members rode on the jet for the eight-city trip which ended

on July 2, 1985. It quotes a Wright spokesman as saying the trip

was In preparation of a $1,000,000 fundraiser held several months

later in Fort Worth and billed as the "Cowtown Jamboree." The

article further states that Kenneth Hood, the owner of the jet,
paid an invoice of $8,050.16 on July 11, 1985, for the use of the

jet for this trip with a check from his personal account. An

employee of Hood's is quoted as saying that the use of the jet

was to be "gratis" and that Rep. Wright was never billed for the

trip. The article further noted that Rep. Wright's campaign

committee had submitted a letter to The Commission notifying it

of the payment and statinQ that it had not been previously paid

because of an oversight in that it had not been invoiced.

The Hood employee also is identified as saying that at the
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time Hood had complained that in paying for the flight he was

following the instructions from Edwin McBirney, then of Sunbelt

Savings, who reportedly told Hood "to let Jim Wright use the jet

this week." Hood had purchased the jet from Sunbelt with a $1.3

million loan financed by Sunbelt, to whom he and his companies

owed more than $90 million at the end of 1986. Rep. Wright also

reportedly gave Hood a small brass and wood 
gavel as a token of

his appreciation for use of the jet. The flight originated in

Dallas, went to Fort Worth to pick up Wright and several aides,

and then continued on to Brownwood, El Paso, Midland, San

Antonio, Dallas, San Antonio again, Houston, 
and back to Fort

Worth. The articles notes that Wright's various political

rommittees disclosed payments for food, lodging, and reception

expenses in these cities during this time.

In the letter submitted to the Commission, Marjorie B.

Younoblood, assistant treasurer 7f -he Appreciation Committee,

states that it had come to her attention that the Committee "was

inadvertently not invoiced for expenses incurred during a 1985

trio to several Texas cities." She states that this "trip

involved an individually owned --lane that was chartered for a

three-day trip in Texas on June 30-July 2, 1985." She further

adds that the "purpose of this trip was to prepare for a

fundraiser held in Fort Worth in November 1985." She enclosed a

,<opy of the payment check for the expense of the charter and an

amended 1985 Year End Report disclosing the disbursement to Ken

Hood cn April 25, 1989, for $8,050.l .

The November 1985 fundraising activity referred to in the
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article and the Committee's submission evidently is the joint

fundraiser held by the Wright Appreciation Fund, a joint

fundraising committee, on behalf of the Appreciation Committee,

Rep. Wright's principal campaign committee, and the Majority

Congress Committee, his leadership PAC. Reports filed with the

Commission by the Wright Appreciation Fund show that during its

existence in 1985 and 1986, it raised $1,418,387, paid expenses

of $223,109, and transferred $826,246 or 69% to the Appreciation

Committee and $368,930 or 31% to the Majority Congress
5

Committee. The Appreciation Fund terminated with the 1986 Year

0 End Report.
6

Jet Fleet is in the business of operating, managing, and

chartering aircraft owned by others. It managed a 1972 Falcon 20

aircraft owned by Kenneth C. Hood, pursuant to an Aircraft

Management Agreement dated January 31, 1985. Under this

C) agreement, Jet Fleet had responsibility for operating and

marketina the aircraft, compliance with FAA regulations, flight

. crew training, and maintenance, which were paid for by the owner.

The aircraft was available for owner use at all times, though Jet

Fleet -ould charter it to third parties when it was not scheduled

for owner trips. Under the agreement, all direct operating costs

incurred in connection with owner trips were invoiced to the

owner.

7. A $100 difference between the total receipts and the total
disbursements cannot at this time be reconciled.

o. Rep. Wright set up another joint fundraising committee for
the 1987-88 election cycle that also used the name Wright
Appreciation Fund.
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The trip at issue here was an owner trip under the agreement.

Kenneth C. Hood, the owner, was invoiced for all direct operating

costs related to the trip in Jet Fleet Invoice No. 9372 dated

July 11, 1985, which was paid on August 5, 1985. Jet Fleet had

no contractual relationship with Rep. Jim Wright or his staff.

Kenneth C. Hood, in his response, acknowledges that he "owned the

aircraft individually." The news article incorporated into the

complaint also identifies Hood as the owner and Jet Fleet as the

operator for Hood.

Therefore, based on this information, the payment for the use

- of the aircraft does not present a situation involving a

prohibited corporate contribution as alleged in the complaint.

Instead, it involves the application of the contribution

limitations provisions of Section 441a. Accordingly, there is no

reason to believe Rep. James C. Wright, Jr., the Congressman

C) Wright Appreciation Committee and Henry Kerry, as treasurer,

violated 2 U.S.C. § 441b with regard to the payment for the use

of the Falcon 20 aircraft for the June 30-July 2, 1985, trip.

in June 1985 Kenneth Hood -as contacted by Edwin McBirney,

-ho asked if Hood could make "he aircraft available for use by

Rep. Wright later in the month. Hood agreed to the request

because of McBirney's promise that Hood's costs would be

reimbursed. Hood was given an itinerary by a member of Wriqht's

staff, which Hood in turn provided to Jet Fleet.

After the flight, Hood received an invoice from Jet Fleet,

which he paid. He then called McBirney and Thomas Gaubert and

,requested payment for the use of the aircraft. He adds that
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"[iin the conversations with McBirney and Gaubert it was

discussed that it would be a positive gesture for Hood to absorb

some of the cost of Wright's use of the aircraft and Hood

decided, for business reasons, to accommodate McBirney's and

Gaubert's request." He then reduced the amount of the invoice by

one-third and billed McBirney and 
Gaubert for the remainder.

The bills sent to McBirney and Gaubert 
were reportedly never

paid. Hood later received a check for the entire amount on April

25, 1989, from the Appreciation Committee.

Rep. Wright and his committees contend 
that his campaign

(N "fully intended to remit the full costs of airfare for the trip
\ 1 ,,

upon the receipt of an invoice." They add that "[aifter the

C7)
passage of some time and when no invoice was received from Mr.

flood, this matter was inadvertently overlooked by the individual

res~onsible for ensuring that the campaign expenses were promptly

C) paid." They argue that there was no intent to accept free travel

on the Hood aircraft but to pay upon receipt of "a statement

indicating the amount due." Thev further contend that "any

camcalon may be at the mercy of ts vendors to present accurate

in-c :es for payment" and that "-ommercial realities in campaigns

Often reauire an invoice to Ie cresented in order to trigger

prcmct and accurate payment." They conclude by noting that "when

the _naid charge was discovered this year, the bill was fully

ain, :-cmptly paid based on comparable first class airfare."

The information cresently available establishes 
that Kenneth

Hocd crovided and paid for the use of his aircraft for a

three-day, eight-city trip by Rep. Jim Wright and others on
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behalf of federal political committees. A question exists,

however, whether the use of the aircraft was originally an

in-kind contribution to Rep. Wright's committees or the provision

of services by a vendor. In either case, in 1985, the value of

the use of the aircraft should have been reported, either as an

in-kind contribution or as a debt owed whether or not any invoice

had been received. See, e.g., MURs 2304 and 2706; FEC v. AFSCME,

No. 88-3208 (D. D.C. complaint filed Nov. 7, 1988). No reporting

was made until the Appreciation Committee paid $8,050.16 to Hood

46 months after the flight and after inquiries by the reporter

for the Journal. Even if the transaction is viewed as originally

the provision of services by a vendor, there has been an

extension of credit well beyond any commercially reasonable time,

thus resulting in an in-kind contribution in any event. See 11

C.F.R. § i00.7(a)(4).

C) Furthermore, the trip was apparently made on behalf of the

joint fundraiser, for which a separate committee, the

Appreciation Fund, was set up to raise funds for the Appreciation

Committee, the principal camcaign committee, and the Ma]ority

Conaress Committee, an unauthorized multicandidate political

committee. The Appreciation Fund paid the expenses of the joint

fundraiser, but it has since terminated. Commission regulations

provide that where partic:pants in a joint fundraiser are not

considered affiliated committees, -he payment of expenses by one

committee on behalf of another are considered contributions

subject to the Act's limitations. Thus, when the Appreciation

Committee made its payment to Hood in 1989, a portion of that
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payment constituted an in-kind contribution to the Majority

Congress Committee. See 11 C.F.R. § 102.17(c)(7). Because a

copy of the required written agreement for the joint fundraiser

is not presently available, it is not possible to determine the

formula set out in that agreement for allocating proceeds and,

thus, expenses. The actual distribution of the proceeds reflects

an allocation of 69 percent to the Appreciation Committee and 31

percent to the Majority Congress Committee. Under this apparent

formula, the $8,050.1s payment to Hood would result in an

allocation of $5,554.61 to the Appreciation Committee and

$2495.55 to the Majority Congress Committee.

Under the Act, Hood could contribute no more than $2,000 to

the Appreciation Committee with respect to the 1986 primary and

general elections and no more than $5,000 to the Majority

Congress Committee for 1985. Thus, it appears that he made an

C) excessive in-kind contribution to the Appreciation Committee.

Furthermore, the information suggests that Rep. Wright had only

a limited personal involvement in the receipt of this

contribution. Noreover, under 2 U.S.C. 441a(a)(1)(C), the

Appreclati-n Committee could contribute up to $5,000 to the

Majority Congress Committee in any calendar year. Thus, it

appears that it did not make an excessive contribution when it

made its payment to Hood. In any event, it did fail to report

the allocated portion of such payment as an in-kind contribution

to the Maioritv Congress Committee. See 11 C.F.R. § 104.13(a).

In addition, the amount paid Hood for the use of the aircraft

may not have been the usual and normal charge. Although the
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Respondents state that they paid "comparable first class airfare"

for the use of the aircraft, other information including the

Journal article makes it clear that the amount paid by the

Appreciation Committee was the amount Jet Fleet billed

That amount represented only the amount of direct operating costs

for the trip. This amount would seem to be less than the amount

Jet Fleet would have charged the Appreciation Committee had the
7

Appreciation Committee itself chartered the aircraft. The

definition of "anything of value" at 11 C.F.R. S 100.7(a)(I)(iii)

would seem to require the use of the charter rate for determining

the true value of the use of the aircraft and, thus, the full

amount of the in-kind contribution that should have been

reported. Once the usual and normal charge is ascertained, the

amounts allocate

Congress Committ

Accordingly,

Wright, Jr., inn

to believe that

Henry Kerry, as

-4la( f

d to the Appreciation Committee and

ee may change.

there is no reason to believe that

ividuallv volated 2 U.S.C. § 441a(

the Congressman Wriqht Appreciation

creasureL, vcilated 2 U.S.C. §§ 434

the Majority

Rep. James C.

f) but reason

Committee and

(b) and

7. The aopropriate rate fCr determining the usual and normal
charge in this situation is the charter rate, not "Comparable

first class airfare." This situation is not governed by

11 C.F.R. § 114.9(e,. Furthermore, the aircraft was used
exclusively by Rep. Wright and his committees on an itinerary of

their -wn design and making as part of a fundraising endeavor.

Hood.
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November 15, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Richard C. Guinan, Jr., Esq.
Denton & Guinan
2121 San Jacinto Street
1600 San Jacinto Tower-LB 71.
Dallas, Texas 75201

RE: MUR 3000
Kenneth C. Hood

Dear Mr. Guinan:

On May 25, 1989, the Federal Election Commission notified
your client of a complaint alleging violations of certain
sections of the Fedeval Election Campaign Act of 1971, as

amended ("the Act"). A copy of the complaint was enclosed with
that notification.

Upon furth
compiaint, and
October 31, 198
client !iolate
Act. The Factu
the Commission'
On October 31,
IUR 3000, coth

er teview of the allegations contained in the
information supplied by you, the Commission, on
9, found that there is reason to believe your
d 2 U.S.C. § 44la(anli)(A), a provision of the
al and Legal Analysis, which formed a basis for
s finding, is attached for your information.
1989, The Commission also merged MUR 2879 with
matters are now MUR 3000.

Under the Act,
no action shoul
anv factual or
the Commission'
should be submi
Order to Answer
he submitted to
your receipt of
statements ,*ou

d be
leia
s con
t ted
*2u e st th e

this
¢i sh

you have an opportunity to demonstrate that
taken against your client. You may submit
materials that you believe are relevant to
sideration of this matter. Statements
uinder oath. All responses to the enclosed
tilns and Subpoena to Produce Documents must
General Counsel's Office within 15 days of
letter. Any additional materials or

to submit should accompany the response to

the order and subpoena.

,n the absence of any additional information which
demonstrates thdt no fuLther action should be taken against

vour client, the Commission may find probable cause to believe

that a violation has occurred and proceed with conciliation.



Richard C. Guinan, Jr.
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If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
§ 111.18(d). Upon receipt of the request, the Office of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this
time so that it may complete its investigation of the matter.
Further, the Commission will not entertain requests for
pre-probable cause conciliation after briefs on probable cause
have been mailed to the respondent.

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date ot the response and specific good cause
must be demonstrated. In addition, the Office of the General

(7 Counsel ordinarily will not give extensions beyond 20 days.

This matter -.:ill remain confidential in accordance with
- 2 U.S.C. §§ '37ga'V) and 37ga)l2)(A), unless you notify

the Commission in .ritInq that you wish the investigation to be
made public.

C) Tf you hav nVm ou o5ions, -lease contact Phillip L. Wise,

the attorney ,_ss -)d o this matet, at (202) 376-8200.

Sincerely,

Danny L. 11cDonald
ha ir man

Enclosures
Order and Subocena
Factual and LQIaI Anaiysis



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
)

MUR 3000

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

TO: Kenneth C. Hood
14755 Preston Road, Suite 810
Dallas, TX 75240

Pursuant to 2 U.S.C. § 437d(a)(1) and (3), and in

furtherance of its investigation in the above-captioned matter,
C-,

the Federal Election Commission hereby orders you to submit
-v)

written answers to the questions attached to this Order and

subpoenas you to produce the documents requested in this

C) Subpoena. Legible copies which, where applicable, show both

IV- sides of the documents may be substituted for originals.

Such answers must be submitted under oath and must be

forwarded to the Office of the General Counsel, Federal Election

Commission, 999 E Street, N.W., Washington, D.C. 20463, along

with the requested dccuments within 15 days of receipt of this

Order and Subcoena.
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Kenneth C. Hood
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WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in Washington, D.C. on this /i w day

of n . , 1989.

Danny L. McDonald, Chairman
Feder.al Election Commission

ATTEST:

C) Marjo,ie W. Emmons
Secre\lary to the Commission

Attachments
Document Request and Questions(3 pages)



MUR 3000
Kenneth C. Hood
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INSTRUCTIONS

In answering these interrogatories and request for

production of documents, furnish all documents and other

information, however obtained, including hearsay, that is in

possession of, known by or otherwise available to you, including

documents and information appearing in your records.

Each answer is to be given separately and independently, and

unless specifically stated in the particular discovery request,

no answer shall be given solely by reference either to another

answer or to an exhibit attached to your response.

The response to each interrogatory propounded herein shall

set forth separately the identification of each person capable of

furnishing testimony concerning the response given, denoting

separately those individuals who provided informational,
C documentary or other input, and those who assisted in drafting

the interrogatory response.

(7) If you cannot answer the following interrogatories in full

after exercising due diligence to secure the full information to

do so, answer to the extent possible and indicate your inability

to answer the remainder, stating whatever information or

knowledge you have concerning the unanswered portion and

detailing what you did in attempting to secure the unknown

information.
C)

Should you claim a privilege with respect to any documents,

communications, or other items about which information is

requested by any of the following interrogatories and requests

for production of documents, describe such items in sufficient

detail to provide justification for the claim. Each claim of

privilege must specifyJ- detail all the grounds on which it

rests.
Unless otherwise indicated, the discovery request shall

refer to the time period from January 1, 1985, to present.

The followinQ interroaatories and requests for production of

documents are continuina in nature so as to require you to file

supplementary responses or amendments during the course of this

investigation if you obtain further or different information

prior to or durino the pendency of this matter. Include in any

supplemental answers the date upon which and the manner in which

such further or different information came to your attention.
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DEFINITIONS

For the purpose of these discovery requests, including the

instructions thereto, the terms listed below are defined as
follows:

"You" shall mean the named respondent in this action to whom
these discovery requests are addressed, including all officers,
employees, agents or attorneys thereof.

"Persons" shall be deemed to include both singular and
plural, and shall mean any natural person, partnership,
committee, association, corporation, or any other type of
organization or entity.

"Document" shall mean the original and all non-identical
copies, including drafts, of all papers and records of every type
in your possession, custody, or control, or known by you to
exist. The term document includes, but is not limited to books,
letters, contracts, notes, diaries, log sheets, records of
telephone communications, transcripts, vouchers, accounting
statements, ledgers, checks, money orders or other commercial
paper, telegrams, telexes, pamphlets, circulars, leaflets,
reports, memoranda, correspondence, surveys, tabulations, audio
and video recordings, drawings, photographs, graphs, charts,
diaqrams, lists, computer print-outs, and all other writings and
other data compilations from which information can be obtained.

C)
"Identify" with respect to a document shall mean state the

nature or type of document (e.g., letter, memorandum), the date,
if any, appearing thereon, the date on which the document was
prepared, the title of the document, the general subject matter
of the document, the location of the document, the number of
pages compris~ng the iocument.

"Identify" ;irn respect to a person shall mean state the
full name, the most ecent bus:ness and residence addresses and
the telephone numbers, the present occupation or position of such
person, the nature cf the connection or association that person
has to any party in this proceeding. If the person to be
identified is not a natural person, provide the legal and trade
names, the address and telephone number, and the full names of
both the chief executive officer and the agent designated to
receive service of crocess for such person.

"And" as well as "or" shall be construed disjunctively or
conjunctively as necessary to bring within the scope of these
interrogatories and requests for the production of documents any
documents and materials which may otherwise be construed to be
out of their scope.
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The following questions relate to the use of the 1972 Falcon

20 aircraft owned by you for an owner trip on June 30 to July 2,

1985, on behalf of Rep. James C. Wright, Jr.

1. Describe the specific provisions of the arrangement you

made with Edwin McBirney or Thomas Gaubert regarding the use of

your aircraft by Rep. James C. Wright, Jr., on June 30 to July 2,

1985. State whether the arrangement you made with Edwin McBirney

or Thomas Gaubert was that of a vendor-vendee. Provide copies of

all documents relating to your arrangement with Edwin McBirney or

Thomas Gaubert in connection with Rep. Wright's use of your

aircraft for this trip, including your being reimbursed for such

use and your billing Edwin McBirney and Thomas Gaubert for such

use.

2. State whether you sought reimbursement from Rep. Wright

or his committees or representatives for this trip. State the

reasons why you did or did not seek reimbursement.

c3. State when you were first contacted by Rep. Wright, his

committees, or his representatives regarding payment for the use

of your aircraft for this trip and identify the person(s) who

contacted you and with whom you dealt. Provide copies of all

-- documents relating to the billing and payment for this trip by

Rep. Wright, his committees, or his representatives.

C) 4. State whether you received a gavel from Rep. Wright.

State whether you received such a gavel as a token of his

appreciation for the use of your aircraft for this trip. Provide

copies of all documents you received in connection with the gift

of this Qavei.

State whether you made any contributions to the

Congressman Wriqht Appreciation Committee or the Wright

Conressicnal Club in 1985 and 1986 and to the Wright

Appreciation Fund or Majority Congress Committee in 1985. State

the date and amount of all such contributions, and provide a copy

of all such contribution checks.



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Kenneth C. Hood MUR: 3000

The allegation is that Kenneth C. Hood violated the

contribution limitations, the reporting requirements, and the

prohibitions on corporate contributions provisions of the Act

regarding the use of a jet aircraft in 1985.

The Act prohibits any corporation whatever from making any

contribution or expenditure in connection with a federal election

and any candidate or political committee from knowingly accepting

such a prohibited contribution or expenditure. 2 U.S.C. § 441b.

The Act limits contributions by any person to an aggregate of

$1,000 per election for contributicns to federal candidates and

their committees
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the free use of of a twin-engine jet for a three-day trip around

Texas in 1985. The article notes that Rep. Wright's campaign

committee had paid the owner of the jet for this trip four years

later in 1989 after the Journal began making inquiries about the

gift. The article notes that Wright, Thomas Gaubert, and several

staff members rode on the jet for the eight-city trip which ended

on July 2, 1985. It quotes a Wright spokesman as saying the trip

was in preparation of a $1,000,000 fundraiser held several months

later in Fort Worth and billed as the "Cowtown Jamboree." The

article further states that Kenneth Hood, the owner of the jet,

paid an invoice of $8,050.16 on July 11, 1985, for the use of the

jet for this trip with a check from his personal account. An

employee of Hood's is quoted as saying that the use of the jet

was to be "gratis" and that Rep. Wright was never billed for the

trip. The article further noted that Rep. Wright's campaign

C) committee had submitted a letter to the Commission notifying it

lq* of the payment and stating that it had not been previously paid

because of an oversight in that it had not been invoiced.

The Hood employee also is identified as saying that at the

time Hood had complained that in paying for the flight he was

following the instructions from Edwin McBirney, then of Sunbelt

Savings, who reportedly told Hood "to let Jim Wright use the jet

this week." Hood had purchased the jet from Sunbelt with a $1.3

million loan financed by Sunbelt, to whom he and his companies

owed more than $90 million at the end of 1986. Rep. Wright also

reportedly gave Hood a small brass and wood gavel as a token of

his appreciation for use of the jet. The flight originated in
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Dallas, went to Fort Worth to pick up Wright and several aides,

and then continued on to Brownwood, El Paso, Midland, San

Antonio, Dallas, San Antonio again, Houston, and back to Fort

Worth. The articles notes that Wright's various political

committees disclosed payments for food, lodging, and reception

expenses in these cities during this time.

In the letter submitted to the Commission, Marjorie B.

Youngblood, assistant treasurer of the Congressman Wright

Appreciation Committee, states that it had come to her attention

that the Committee "was inadvertently not invoiced for expenses

$-l incurred during a 1985 trip to several Texas cities." She states

N) that this "trip involved an individually owned plane that was

C-)
chartered for a three-day trip in Texas on June 30-July 2, 1985."

She further adds that the 'purpose of this trip was to prepare

for a fundraiser held in Fort Worth in November 1985." She

0 enclosed a copy of the payment check for the expense of the

Nr charter and an amended 1985 Year End Report disclosing the

disbursement to Ken Hood on April 25, 1989, for $8,050.16.

J et Fleet is in the business of operating, managing, and

chartering aircraft owned by others. It managed a 1972 Falcon 20

aircraft owned by Kenneth C. Hood, pursuant to an Aircraft

Management Agreement dated January 31, 1985. Under this

agreement, Jet Fleet had responsibility for operating and

marketinq the aircraft, compliance with FAA regulations, flight

crew training, and maintenance, which were paid for by the owner.

The aircraft was available for owner use at all times, though Jet

Fleet could charter it to third parties when it was not scheduled
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for owner trips. Under the agreement, all direct operating costs

incurred in connection with owner trips were invoiced to the

owne r.

The trip at issue here was an owner trip under the agreement.

Kenneth C. Hood, the owner, was invoiced for all direct operating

costs related to the trip in Jet Fleet Invoice No. 9372 dated

July 11, 1985, which was paid on August 5, 1985. Jet Fleet had

no contractual relationship with Rep. Jim Wright or his staff.

Kenneth C. Hood, in his response, acknowledges that he "owned the

aircraft individually." The news article incorporated into the

complaint also identifies Hood as the owner and Jet Fleet as the

operator for Hood.

*1) Therefore, based on this information, the payment for the use

- of the aircraft does not present a situation involving a

prohibited corporate contribution as alleged in the complaint.

0 Instead, it involves the application of the contribution

limitations provisions of Section 441a.

Tn June 1985 Kenneth Hood was contacted by Edwin McBirney,

who asked if-1 Hood could make the aircraft available for use by

Rep. W,,riqht later in the month. Hood agreed to the request

because of fcBirney's promise that Hood's costs would be

reimbursed. Hood was given an itinerary by a member of Wright's

staff, which Hood in turn provided to Jet Fleet.

After the flight, Hood received an invoice from Jet Fleet,

which he paid. He then called tMcBirney and Thomas Gaubert and

requested payment for the use of the aircraft. He adds that

"[ijn the conversations with McBirney and Gaubert it was
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discussed that it would be a positive gesture for Hood to absorb

some of the cost of Wright's use of the aircraft and Hood

decided, for business reasons, to accommodate McBirney's and

Gaubert's request." He then reduced the amount of the invoice by

one-third and billed McBirney and Gaubert for the remainder.

The bills sent to McBirney and Gaubert were reportedly never

paid. Hood later received a check for the entire amount on April

25, 1989, from the Appreciation Committee.

The information presently available establishes that Kenneth

Hood provided and paid for the use of his aircraft for a

three-day, eight-city trip by Rep. Jim Wright and others on

behalf of federal political committees. A question

exists, however, whether the use of the aircraft was originally

an in-kind contribution to Rep. Wright's committees or the

provision of services by a vendor. Even if the transaction is

0) viewed as originally the provision of services by a vendor, there

has been an extension of credit well beyond any commercially

reasonable time, thus resulting in an in-kind contribution in any

event. See 11 C.F.R. 1 00.7(a)(4).

Furthermore, the trip was apparently made on behalf of the

joint fundraiser, for which a separate committee, the

Appreciation Fund, was set up to raise funds for the Appreciation

Committee, the principal Campaign committee, and the majority

Congress Committee, an unauthorized multicandidate political

committee. Under the Act, Hood could contribute no more than

$2,000 to the Appreciation Committee with respect to the 1986

primary and general elections and no more than $5,000 to the
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Majority Congress Committee for 1985. Thus, it appears that he

made an excessive in-kind contribution to the Appreciation

Committee.

In addition, the amount paid Hood for the use of the aircraft

may not have been the usual and normal charge. Information

including the Journal article makes it clear that the amount paid

by the Appreciation Committee was the amount Jet Fleet billed

Hood. That amount represented only the amount of direct

operating costs for the trip. This amount would seem to be less

than the amount Jet Fleet would have charged the Appreciation

0?) Committee had the Appreciation Committee itself chartered the

aircraft. The definition of "anything of value" at 11 C.F.R.

§ 100.7(a)(1)(iii) would seem to require the use of the charter

rate for determining the true value of the use of the aircraft

and, thus, the full amount of the in-kind contribution that

C-) should have been reported. Once the usual and normal charge is

ascertained, the amount of any in-kind contribution may change.

Accordingly, there is reason to believe that Kenneth C. Hood

violated 2 U.S.C. § 441a(a l! !A).
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November 15, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Robert N. Reeves, Treasurer
Majority Congress Committee
P.O. Box 70193
Washington, D.C. 20024

RE: MUR 3000
Majority Congress Committee
and Robert N. Reeves, as
treasurer

Dear M~r. Reeves:

on October 31, 1989, the Federal Election Commission found
that there is reason to believe the Majority Congress Committee
("Committee") and you, as treasurer, violated 2 U.S.C. § 434(b),
a provision of the Federal Election Campaign Act of 1971, as
amended ("the Act"). The Factual and Legal Analysis, which
formed a basis for the Commission's finding, is attached for your

0 information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against the Committee and you, as
treasurer. You may submit any factual or legal materials that
you believe are relevant to the Commission's consideration of
this matter. Please submit such materials to the General
Counsel's office within 15 days of your receipt of this letter.
Where appropriate, statements should be submitted under oath.

in the absence of any additional information demonstrating
that no further action should be taken against the 'Committee and
you, as treasurer, the Commission may find probable cause to
believe that a violation has occurred and proceed with
conciliation.

7f you are interested in pursuing pre-probable 1-ause
conciliation, you should so request in writing. See 11 C.F.R.
§ 111.18(d). Upon receipt of the request, the Office of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
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pursued. The Office of
pre-probable cause conci
so that it may complete
Further, the Commission
pre-probable cause conci
have been mailed to the

the General Counsel may recommend that
liation not be entered into at this time
its investigation of the matter.
will not entertain requests for
liation after briefs on probable cause
respondent.

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. In addition, the Office of the General
Counsel ordinarily will not give extensions beyond 20 days.

If you intend to br represented
please advise the Commissi
stating the name, address,
and authorizing such couns
other communications from

by counsel in this matter,
on by completing the enclosed form
and telephone number of such counsel,

el to receive any notifications and
the Commission.

This matter will
2 U.S.C. §§ 437g(a)( 4)
the Commission in vrit
made public.

remain confidential in
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in4 that you wish the i
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Danny L. 'IcDonald
Thairman
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

MUR 3000

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

TO: Jet Fleet Corporation
c/o Benton J. Poole, Esquire
Hood Anderton Poole & Moffett
1201 Elm Street, Suite 4848
Dallas, TX 75270

Pursuant to 2 U.S.C. § 437d(a)(1) and (3), and in

(-h furtherance of its investigation in the above-captioned matter,

the Federal Election Commission hereby orders you to submit

written answers to the questions attached to this Order and

subpoenas you to produce the documents requested in this

Subpoena. Legible copies which, where applicable, show both

sides of the documents may be substituted for originals.

Such answers must be submitted under oath and must be

forwarded o -:he Office of the General Counsel, Federal Election

Commission, 599 F Street, N.W., Washington, D.C. 20463, along

with -he reauested documents within 15 days of receipt of this

Order and Subroena.



MUR 3000
Jet Fleet CorpoLdtion
Page 2

WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in Washington, D.C. on this / 4.ay of

74P. , 1989.

/ ./ /

Danny McDonald, Chairman

Federal Election Commission

ATTEST:

Marjojie W. Emmons
Secretary to the Commission

-- Attachments
Document Reauest and Questions(3 paQes)

CD



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Majority Congress Committee MUR: 3000
and Robert N. Reeves, as
treasurer

The Wright Appreciation Fund ("Appreciation Fund") is a

joint fundraising committee, affiliated with the Appreciation

Committee and the Majority Congress Committee, and registered

with the Commission in March 1985 and terminated with the 1986

Year End Report. The Majority Congress Committee is an

unauthorized committee, which registered with the Commission in

C7) June 1977 as the Jim Wright Majority Congress Committee.

The Act prohibits any corporation whatever from making any

contribution or expenditure in connection with a federal election

and any candidate or political committee from knowingly accepting

C)
such a prohibited contribution or expenditure. 2 U.S.C. § 441b.

The Act limits contributions by any person to an aggregate of

$1,000 cer election for contributions to federal candidates and

r-* their Committees and c- $5,000 per calendar year for

contributions to other Political committees. U.S.C.

5 44la/a)1). The Act further provides that no candidate or

political committee may knowingly accept any contribution in

excess of these limits. 2 U.S.C. 5 441a(f). A candidate is

deemed to be the aQent of his authorized committees when

receiving any contribution. 2 U.S.C. § 432(e)(2). A

contribution includes any advance or any extension of credit
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practice. 2 U.S.C. 5§ 431(8)(A)(i) and 441b(b)(2); 11 C.F.R.

S5 100.7(a)(1) and (a)(4) and 114.10(a).

A political committee is required to report all contributions

and itemize those which in the aggregate exceed $200 in a

calendar year, including in-kind contributions. 2 U.S.C.

5 434(b)(2)(A) and 434(b)(3)(A); 11 C.F.R. S 104.13(a). A

political committee must also report its outstanding debts.

2 U.S.C. § 434(b)(8). Commission regulations explain that debts

exceeding $500 shall be reported as of the time of the

transaction. 11 C.F.R. § 104.11(b). Commission regulations

further provided that participants in a joint fundraising

activity shall enter into a written agreement that shall include
CD)

a formula for the allocation of the fundraising proceeds, which

shall also be used for allocation of expenses. 11 C.F.R.

§ 102.17(c)(1). Expenses paid by one participating committee on

03 behalf of another participating committee are subject to the

";I contribution limitations unless the two committees are affiliated

or are party committees. 11 C.F.R. § 102.17(c)(7).

An article in the Wall Street Journal states that Rep. James

Wright had accepted the free use of of a twin-engine jet for a

three-day trip around Texas in 1985. The article notes that Rep.

Wright's campaign committee had paid the owner of the jet for

this trip four years later in 1989 after the Journal began making

inquiries about the gift. The article notes that Wright, Thomas

Gaubert, and several staff members rode on the jet for the

eight-city trip which ended on July 2, 1985. It quotes a Wright

spokesman as saying the trip was in preparation of a $1,000,000
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fundraiser held several months later in Fort Worth and billed as

the "Cowtown Jamboree." The article further states that Kenneth

Hood, the owner of the jet, paid an invoice of $8,050.16 on

July 11, 1985, for the use of the jet for this trip with a check

from his personal account. An employee of Hood's is quoted as

saying that the use of the jet was to be "gratis" and that Rep.

Wright was never billed for the trip. The article further noted

that Rep. Wright's campaign committee had submitted a letter to

the Commission notifying it of the payment and stating that it

had not been previously paid because of an oversight in that it

tn) had not been invoiced.

The Hood employee also is identified as saying that at the

time Hood had complained that in paying for the flight he was

following the instructions from Edwin McBirney, then of Sunbelt

Savings, who reportedly told Hood "to let Jim Wright use the jet

0 this week." Hood had purchased the jet from Sunbelt with a $1.3

million loan financed by Sunbelt, to whom he and his companies

owed more than $90 million at the end of 1986. Rep. Wright also

reportedly gave Hood a small brass and wood gavel as a token of

his appreciation for use of the jet. The flight originated in

Dallas, went to Fort Worth to pick up Wright and several aides,

and then continued on to Brownwood, El Paso, Midland, San

Antonio, Dallas, San Antonio again, Houston, and back to Fort

Worth. The articles notes that Wright's various political

committees disclosed payments for food, lodging, and reception

expenses in these cities during this time.
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In the letter submitted to the Commission, Marjorie B.

Youngblood, assistant treasurer of the Congressman Wright

Appreciation Committee, states that it had come to her attention

that the Committee "was inadvertently not invoiced for expenses

incurred during a 1985 trip to several Texas cities." She states

that this "trip involved an individually owned plane that was

chartered for a three-day trip in Texas on June 30-July 2, 1985."

She further adds that the "purpose of this trip was to prepare

for a fundraiser held in Fort Worth in November 1985." She

enclosed a copy of the payment check for the expense of the

'0 charter and an amended 1985 Year End Report disclosing the

disbursement to Ken Hood on April 25, 1989, for $8,050.16.

The November 1985 fundraising activity referred to in the

article and the Committee's submission evidently is the joint

fundraiser held by the Wright Appreciation Fund, a joint

C) fundraising committee, on behalf of the Appreciation Committee,

Rep. Wright's principal campaign committee, and the Majority

Congress Committee, his leadership PAC. Reports filed with the

Commission by the Wright Appreciation Fund show that during its

existence in 1985 and 1986, it raised $1,418,387, paid expenses

of $223,109, and transferred $826,246 or 69% to the Appreciation

Committee and $368,930 or 311- to the Majority Congress

11

.1. A $100 difference between the total receipts and the total
disbursements cannot at this time be reconciled.
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End Report.
2

Jet Fleet is in the business of operating, managing, and

chartering aircraft owned by others. It managed a 1972 Falcon 20

aircraft owned by Kenneth C. Hood, pursuant to an Aircraft

Management Agreement dated January 31, 1985. Under this

agreement, Jet Fleet had responsibility for operating and

marketing the aircraft, compliance with FAA regulations, flight

crew training, and maintenance, which were paid for by the owner.

The aircraft was available for owner use at all times, though Jet

Fleet could charter it to third parties when it was not scheduled

r11-1 for owner trips. Under the agreement, all direct operating costs

incurred in connection with owner trips were invoiced to the

owner.

The trip at issue here was an owner trip under the agreement.

Kenneth C. Hood, the owner, was invoiced for all direct operating

C) costs related to the trip in Jet Fleet Invoice No. 9372 dated

July 11, .1985, which was paid on August 5, 1985. Jet Fleet had

no contractual relationship with Rep. Jim Wright or his staff.

Kenneth C. Hood, in his response, acknowledges that he "owned the

aircraft individually." The news article incorporated into the

complaint also identifies Hood as the owner and Jet Fleet as the

operator for Hood.

Therefore, based on this information, the payment for the

use of the aircraft does not present a situation involving a

2. Rep. Wright set up another joint fundraising committee for
the 1987-88 election cycle that also used the name Wright
Appreciation Fund.
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prohibited corporate contribution. Instead, it involves the

application of the contribution limitations provisions of

Section 441a.

In June 1985 Kenneth Hood was contacted by Edwin McBirney,

who asked if Hood could make the aircraft available for use by

Rep. Wright later in the month. Hood agreed to the request

because of McBirney's promise that Hood's costs would be

reimbursed. Hood was given an itinerary by a member of Wright's

staff, which Hood in turn provided to Jet Fleet.

After the flight, Hood received an invoice from Jet Fleet,

CC) which he paid. He then called McBirney and Thomas Gaubert and

requested payment for the use of the aircraft. He adds that
C)

"[in the conversations with McBirney and Gaubert it was
N )

discussed that it would be a positive gesture for Hood to absorb

some of the cost of Wright's use of the aircraft and Hood

C) decided, for business reasons, to accommodate McBirney's and

Gaubert's request." He then reduced the amount of the invoice by

one-third and billed McBirney and Gaubert for the remainder.

The bills sent to McBirney and Gaubert were reportedly never

paid. Hood later received a check for the entire amount on April

25, 1989, from the Appreciation Committee.

The information presently available establishes that Kenneth

Hood provided and paid for the use of his aircraft for a

three-day, eight-city trip by Rep. Jim Wright and others on

behalf of federal political committees. Furthermore, the trip

was apparently made on behalf of the joint fundraiser, for which

a separate committee, the Appreciation Fund, was set up to raise
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funds for the Appreciation Committee, the principal campaign

committee, and the Majority Congress Committee, an unauthorized

multicandidate political committee. The Appreciation Fund paid

the expenses of the joint fundraiser, but it has since

terminated. Commission regulations provide that where

participants in a joint fundraiser are not considered affiliated

committees, the payment of expenses by one committee on behalf of

another are considered contributions subject to the Act's

limitations. Thus, when the Appreciation Committee made its

payment to Hood in 1989, a portion of that payment constituted an

in-kind contribution to the Majority Congress Committee. See 11

C.F.R. § 102.17(c)(7). Because of a copy of the required written

agreement for the joint fundraiser is not presently available, it

is not possible to determine the formula set out in that

agreement for allocating proceeds and, thus, expenses. The

C- actual distribution of the proceeds reflects an allocation of 69

percent to the Appreciation Committee and 31 percent to the

Ma3ority Congress Committee. Under this apparent formula, the

$8,050.1S payment to Hood would result in an allocation of

$5,554.l to the Appreciation Committee and $2,495.55 to the

Majority Congress Committee.

Under the Act, Hood could contribute no more than $5,000 to

the Majority Congress Committee for 1985. Moreover, under

U.S.C. § 441a(a)(1)(c), the Appreciation Committee could

contribute up to $5,000 to the Majority Congress Committee in any

calendar year. Thus, it appears that it did not make an

excessive contribution when it made its payment to Hood. In any
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event, the Majority Congress Committee has failed to report the

receipt of an in-kind contribution from the Appreciation

Committee for its allocated portion of the payment to Hood. See

11 C.F.R. § 104.13(a).

In addition, the amount paid Hood for the use of the aircraft

may not have been the usual and normal charge. Information

including the Journal article makes it clear that the amount paid

by the Appreciation Committee was the amount Jet Fleet billed

Hood. That amount represented only the amount of direct

operating costs for the trip. This amount would seem to be less

than the amount Jet Fleet would have charged the Appreciation

Committee had the Appreciation Committee itself chartered the

aircraft. 3  The definition of "anything of value" at 11 C.F.R.

- § 100.7(a)(1)(iii) would seem to require the use of the charter

rate for determining the true value of the use of the aircraft

C) and, thus, the full amount of the in-kind contribution that

should have been reported. Once the usual and normal charge is

ascertained, the amount allocated to the Majority Congress

Committee may change.

Accordinaly, there is reason to believe that the Majority

Congress Committee and Robert N. Reeves, as treasurer, violated

U.S.C. 434(b).

3. The appropriate rate for determining the usual and normal
charge in this situation is the charter rate, not "comparable
first class airfare." This situation is not governed by
11 C.F.R. § 114.9(e). Furthermore, the aircraft was used
exclusively by Rep. Wright and his committees on an itinerary of
their own design and making as part of a fundraising endeavor.
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James C. Wright, Jr. ))
George A. Mallick ) MUR 2879)
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Kenneth C. Hood )

Edwin McBirney ) "_

Jet Fleet Corporation )
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C-) STATEMENT OF GEORGE A. MALLICK IN RESPONSE

TO NO REASON TO BELIEVE FINDING

On October 31, 1989 the Commission entered a "no reason to believe

finding," dismissing the contention that George A. Mallick and The Mallick Company

violated 2 U.S.C. § 441b of the Federal Election Campaign Act, and asked whether

the respondent wished to submit anything for the public record for inclusion when

the Commission closes the matter. While the filing of a complaint is heralded

with great fanfare and attention, the closing of substantiated charges rarely is

accompanied with equal notoriety. In the interest of assuring balance in the public

C> record, respondent wishes the record to reflect several points.

It is significant that this spurious and otherwise utterly ungrounded

complaint was based upon an excerpt from a page (page 175) from the Report of

the Special Outside Counsel in the Matter of Speaker James C. Wright. (the Phelan

report).

Just as the Commission has discovered this one excerpt from the Phelan

report to be wholly inaccurate and untrue in its facts and in its conclusion, that

same report contains more than 100 inaccuracies and untruths that I, as only one

individual involved, have been able to discover and document.

Page 1 of 2
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While the commission probably could not have known the remarkably

unreliable character of the representations contained in this seriously flawed report,

its experience in the present matter should be sufficient to serve as warning to

look with some suspicion into any other allegation against any citizen which is

based upon the Phelan report.

In addition to the question of elemental fairness to citizens wrongly

accused, there also is a valid consideration of unproductive public expenditures.

The Phelan report and activities attendant to it, including work, travel, and

entertainment of congressmen by the law firm of Richard J. Phelan, all at public

expense, and such public costs as the Federal Election Commission may have been

required to incur in pursuit of this baseless complaint, already have cost the

American taxpayers in excess of $2 million.

In my instance, this and other gross distortions and outright falsehoods

published by this extremely prejudicial report have caused great pain and financial

(NJ loss to me personally, to say nothing of the anguish and personal injustices this

_0 widely published and thoroughly erroneous work has inflicted upon former Speaker

M Wright.

Attached hereto, I submit for inclusion in the public record of this

hearing, a document entitled "The Errors, Distortions, and Fallacies In The Phelan

Report." The first three sections of which categorically disprove the numerous

factual and other misrepresentations about me, my business, and my relationship

C) with the Wrights contained in the Phelan Report.

Respectfully submitted this 24th day of November, 1989.

- erge"A. Mallick

Page 2 of 2
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

?is November 15, 1989

George A. Mallick
The Mallick Company
4212 Hulen Place
Ft. Worth, TX 76107

RE: MUR 2879
George A. Mallick and
The Mallick Company

NO Dear Mr. Mallick:

'I On May 25, 1989, the Federal Election Commission notified
you of a complaint alleging violations of certain sections of

(7 the Federal Election Campaign Act of 1971, as amended.
On October 31 , 1989, the Commission found, on the basis of

-- the information in the complaint, and information provided by
you, that there is no reason to believe George A. Mallick and The
Mallick Company violated 2 U.S.C. S 441b. Accordingly, the
Commission closed its file in this matter as it pertains to you
and The Mallick Company.

This matter will become a part of the public record within
30 days after the file has been closed with respect to all
respondents. If you wish to submit any materials to appear on
the public record, please do so within ten days. Please send
such materials to the Office of the General Counsel.

The Commission reminds you that the confidentiality
provisions of 2 U.S.C. SS 437g(a)(4)(B) and 437g(a)(12)(A) remain
in effect until the entire matter is closed. The Commission will
notify you when the entire file has been closed.

Sincer il y,

General Counsel
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1. Affidavit of John A. Freeman on Betty Wright's employment

2. Affidavit of Kay F. Snyder on Betty Wright's employment

3. Affidavit of Pamela Smith on Betty Wright's employment

4. Affidavit of J. B. Williams on Betty Wright's employment

5. United Press International story on apartment

6. Affidavit of S. Gene Payte of Fort Worth, protesting
distortions of testimony

tr)7. Letter to S. Gene Payte from Committee on Standards of
Official Conduct

8. "Is Wright Getting a Fair Shake?" - Washington Post
(7) Op-Ed article by John M. Barry

9. Letter to Richard Phelan, expressing concern over Rules
interpretation, from Hon. Harold S. Sawyer, former
Republican Member of the Select Committee on Ethics

10. "Wright Can't Get A Fair Hearing From Ethics Panel" -

C) Wall Street Journal article by Frank A. S. Campbell,
attorney for former Congressman George Hansen, Republican
from Idaho

11. "Don't Rush to Pass Judgment on Wright" - Boston Globe
* article by Thomas Oliphant, columnist

12. "Down the Prosecutorial. Path" - Legfal-Times article by
Terence Moran

13. "Silber Speaks Up for Mr. Wright" - Boston Globe article
quoting Boston University President John Silber



FOREWORD

In the matter involving Speaker Jim Wright, the Committee on
Standards of Official Conduct chose to publish and distribute a
lengthy report by outside counsel Richard J. Phelan. That report
covers Mr. Phelan's views and analysis of the questions involved
in the preliminary inquiry.

The Committee published the entire report including several
portions about which it disagreed. These deal with the original
charges brought against Mr. Wright by Mr. Gingrich, even though
the committee voted to dismiss those particular charges.

Many observers have found reason to believe that Mr.
Phelan's presumably objective account is consciously
prosecutorial. It is factually inaccurate in important areas.
It states as fact certain conclusions which witnesses who

'C testified under oath declare to be quite inaccurate assessments
of the matters to which they testified. (See in particular the
affidavit of Mrs. Pamela Smith and the article by Mr. John M.
Barry.)

The perhaps inadvertent bias in the Phelan report, and the
Committee's apparent unwillingness to setting the record

- straight, may be seen best in the misconstruction placed on the
testimony of Mr. S. Gene Payte, who testified under oath to the
Committee. The Phelan report accuses Mr. Payte of giving a gift
to the Speaker by buying books that were never received from the
publisher.

This is not what happened at all. After he read the
erroneous account of his testimony in the Phelan report, Mr.
Payte attempted to correct the public record by issuing an
affidavit demonstrating the ways in which his testimony was
misused and distorted in the Phelan report. In response, the
Chairman and the Ranking Minority Member of the Committee sent a
letter to Mr. Payte warning him not to discuss his testimony and
informing him that "the matter of your violation may be taken up
by the Committee." (See affidavit of Mr. Payte and letter to Mr.
Payte by the Committee.)

Although Mr. Payte was willing to come forward to correct
this important inaccuracy in the Phelan report, it is possible
that the Committee's gag order could have had a silencing effect
on other witnesses whose testimony may also have been
misconstrued.

Since Mr. Phelan's report has been widely circulated and
reprinted by news media, the following factual corrections are
offered in the interest of fairness and in the interest of
Speaker Wright's personal reputation.



In adopting 4 Statement of Alleged Vi~tions, the Committee on

Standards of Official Conduct used the information and analysis

prepared by the Special Outside Counsel -- known as the Phelan report.

Unfortunately for Speaker Wright, there are scores of critical factual

errors in the Phelan report. Some of these errors are central to the

allegations that Mr. Wright violated House rules.

A number of the major errors, omissions, and distortions in the

Phelan report are discussed below.

I. Mrs. W-ricjht's Employment

The Phelan report claims that Mrs. Betty Wright did not really

C~) perform work on her job, and therefore that her salary was actually a

"gift." But Mr. Phelan grossly mischaracterizes what witnesses told

- the Committee.

C)

There is abundant available evidence to disprove the Phelan

assumptions which the Outside Counsel never sought nor considered.

First, the Speaker was not asked when he testified to elaborate upon

his wife's job duties or performance. After he learned that it had

become an issue, he released a detailed statement describing her work

which shows that Mr. Phelan's conclusions were wrong. There was

absolutely no evidence or testimony presented to the Committee to

support Mr. Phelan's gratuitous conclusion that Mrs. Wright did not

work. In fact, all of the witnesses who were asked testified that she

did. The Phelan report distorted the testimony presented by more

than one key witness.



Mrs. Wright has been a professional businesswoman for most of her

life. Between 1981-1984, she was employed as Vice President of

Mallightco, Inc., a small investment company of which she and Mr.

Wright owned half. She earned $18,000 a year and paid taxes on her

salary.

On the job, Mrs. Wright gave investment advice, including

analyses of specific investments in Fort worth, Washington and

elsewhere. She reviewed financial documents and reports in order to

project costs, interest rates, and potential risks. She also traveled

co to make on-site inspections of potential investments.

in

r-) Among the investments she worked on were:

0 Real estate and office building ventures in Fort Worth

and New York. Meetings with John A. Freeman, a Fort Worth

businessman (See affidavit).
C)

0 A winery partnership in Parker County, Texas. Inspected

-~ Brazos River site. Kay F. Snyder of Fort Worth was involved

(See af fidavit) .

o A limited partnership in the movie "Annie". Meeting in

New York. (See affidavit of Mrs. Pam Smith of Mallick

company)

0 Nigerian oil investment. Meetings in Fort Worth.

(Testimony of Mrs. Smith)

0 Matrix oil investment. Meetings with John A. Freeman.
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Analyzed Matrix investment data.

o Bayrite investment. Numerous meetings at Mallick office on

chemical, white paint pigment investments.

o Wheat exporting venture in Saginaw, Texas.

o Bank stock transaction. Lou Farris of Dallas was involved.

o Oil and gas exploration. Numerous meetings in Southeastern

Resources offices. Visited and made inspection of oil

sites. (Affidavit of J. B. Williams)

CD

Since Mr. Phelan cites no evidence whatever to show that Mrs.

-- Wright did not work, he attempts instead to shift the burden of proof

to Mr. Mallick by stating that "Mallick has produced no work product

CD created by Mrs. Wright as an employee of Mallightco -- no reports, no

correspondence, no notes of telephone conversations, no investment

analyses." [The Phelan report, Page 153, Para. 3]

It is not reasonable to expect that a small investment company

like Mallightco would have a need to preserve large files of formal

reports, correspondence, or analyses. Mrs. Wright would not need to

send a letter to Mr. Mallick since she saw him in his office several

times a month. Mrs. Wright would not need to get an analysis typed

when she could make an oral presentation. Nor is it reasonable to

expect that Mrs. Wright would still have telephone messages or notes

from conversations that took place five or more years ago. Mr. Phelan
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is applying a standard of documentation that is totally inappropriate

to a small business like Mallightco.

When the Speaker testified before the Committee, he offered

several statements concerning Mrs. Wright's work. According to the

Speaker:

It was her advice as to buying and selling of stocks

that was very, very beneficial to us. And at a time

when oil prices began to go down we sold a good number

of those stocks and made a good bit of money for the

corporation. [Wright Tr. 42]

... what she did was to look into various investment

opportunities and to continue to perfect the idea of

selling apartments for employees, for young people

on the thought that we might dust off that plan when

the economic conditions were right. [Wright Tr. 144]

When Mr. Mallick was questioned about Mrs. Wright's evaluation of

investments for Mallightco, he stated, "Mrs. Wright was consulted on

everything we did in Mallightco, every venture we looked at, every

investment we made." [G. Mallick III Tr. 41]

Mr. Mallick gave the Committee several examples of the work that

Mrs. Wright performed:

For instance, an investment in a piece of land just

outside of Fort Worth that we would have had to sign a
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pretty heavy note for personally. Several oil ventures.

[G. Mallick I Tr. 107]

In "'81 and ... '82, we looked at an alcohol processing

plant... that the Brazilians had developed." [G. Mallick

II Tr. 234]

In "'81 and '82... we looked at a 165 acre tract of

land south of Fort Worth for a future development.

We did some engineering studies on it [and then]

decided that [this development] wouldn't be for us."

[G. Mallick II Tr. 235]

C7)

Mr. Mallick also told the Committee that Mrs. Wright's

- contributions "saved us [Mallightco] from going into a couple of bad

deals... that would have cost us a hell of a lot more than $18,000."
0 [G. Mallick II Tr. 249]

As to the amount of time Mrs. Wright worked on these

projects, Mr. Mallick explained that it was "three to seven days a

month. She did a bit on the phone, but she did most of it while she

was in Fort Worth." [G. Mallick I Tr. 108-109]

Mrs. Pamela Smith testified that "On an average month, we

would see Mrs. Wright five to seven days a month, and she would be in

our offices working. Some of those did include weekends." [Smith Tr.

30] Four times Mr. Phelan asked Mrs. Smith how many days Mrs. Wright

worked. Four times Mrs. Smith answered that Mrs. Wright worked five

to seven days a month every month. [P. Smith I Tr. 30, 33, 121]



While Hr. Mallick's and Mrs. Smith's testimony were clear, the

Phelan report distorts them. According to the Phelan report, "Neither

Mallick nor Smith could state precisely how many days Mrs. Wright

worked in an average month. Smith remembered perhaps a dozen days

over a four Year Period when Mrs. Wright was working on clearly

identifiable projects." [Page 153, Para. 5] (Emphasis added)

This, obviously, is a distortion and total misrepresentation of

the testimony and the facts.

C-)

C)



II. Errors Regarding Mallightco

The Phelan report makes several major mistakes regarding aspects

f the investment corporation, Mallightco, owned equally by the Wright

and Mallick families.

A. Capitalization - The Phelan report misrepresents the

capitalization of Mallightco by stating that at the end of its first

year of operation, "the Wrights had contributed merely $58,000 in

securities, while the Mallicks had contributed $208,000 in cash plus a

$10,575 Cadillac." (Page 123, Para. 3] In truth, the Mallicks and

the Wrights each contributed the same -- approximately $58,000 --

toward Mallightco's capitalization.

Mr. Phelan can only arrive at the inaccurate $208,000 figure by
C

misconstruing a $150,000 loan. Mr. Phelan was told that Mallightco's

net worth at the time of the transaction would have allowed the

company to borrow $150,000 directly from the bank. [Smith II Tr. 2]

The fact that Mallightco borrowed $150,000 (which was secured by

company assets) from a bank through Mrs. Mallick does not transform a

loan into a gift, nor does it represent unequal capitalization of the

company. It should be noted that the loan from Mrs. Mallick was fully

repaid.

Furthermore, Mrs. Mallick did not "contribute" the car to

Mallightco. She sold it. The corporation paid full market value for

the car.



B. Loans - The Phelan report continually tries to

mischaracterize the loans from Mallightco to the Wrights. Mr. Phelan

says: "We find that through Mallightco, the Mallicks made numerous

gifts to Wright during 1981, 1982 and 1984 when Wright failed to repay

the $75,000 loan on which he was charged a reduced rate of interest."

(Page 140, Para. 5]

This statement is contrary to fact. The Wrights never borrowed

money from the Mallicks. They borrowed money from Mallightco at the

same interest rates as the Mallicks, who actually borrowed greater

sums from the corporation.

The suggestion that Mr. Wright "failed to repay the $75,000 loan

on which he was charged a reduced rate of interest" is totally wrong.

-- The Wrights did repay the loan, and, during more than two-thirds of

the life of the loan, they paid somewhat above market interest rates.
C)

C. Dividends - In discussing the distribution of a dividend to

the shareholders, the Phelan report attempts to imply that the Wrights

received a $16,000 dividend and that the Mallicks did not:

When Mallightco decided to treat the $16,000 payment

as a dividend, the company did not issue a similar

$16,000 cash payment to the other stockholders. Rather,

Mallightco reduced the balance owing from the Mallicks

by $16,000. [Page 129, Para. 3]

Again, the Phelan report misleads. The record is very clear that

both the Wrights and the Mallicks received $16,000 in dividends from



this transaction. The Wrights chose to take their dividend in cash,

while Mrs. Mallick chose to apply her dividend to her indebtedness to

Mallightco. Mr. Phelan implies that somehow this would benefit the

Wrights more than the Mallicks. In fact, it merely meant that the

Wrights would continue paying interest on their notes -- all of which

were bearing interest rates from 10 to 13.5 percent and which were

ultimately paid in full with interest.

D. Stock Values - The Phelan report attempts to cast doubt on

the value of the stocks Mr. Wright contributed to the capitalization

of Mallightco. Mr. Phelan states that Mr. Wright's marketable
Ifr)

securities were "purportedly worth the same amount" as Mr. Mallick's.

[Page 118, Para. 3]

In fact, the stocks contributed by Mr. Wright ultimately proved

to be worth much more to the corporation than the cash contributed on

C)
the same day by Mr. Mallick as his part of the capitalization. Mr.

Wright's stocks which were traded on the open market were evaluated

and assigned their market value on the day of capitalization. They

included such regional stocks as Tandy Corporation, the Western

Company of North America, and Gulf. The record clearly reflects that

these regional stocks enhanced appreciably in value to the quite

considerable benefit to the corporation. When they were sold by the

corporation, these stocks yielded substantially more than the value at

which they were estimated in capitalizing Mallightco.

One of the stocks contributed by Mr. Wright was First National

Bank of Weatherford, Texas. Since it was not traded on the open

market, Mr. Wright made an estimate of its value based on what he
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supposed he might be able to sell it for to a willing buyer. It

develops that this bank stock was grossly under evaluated, as

Mallightco ultimately sold it for more than twice the figure at which

Mr. Wright estimated its worth.

Mr. Phelan knew at the time he prepared his report that the

Wrights' bank stock was sold later by the corporation for $25,048.62

-- for a profit of $13,648.62 and a net gain of nearly 120 percent.

Yet he purposefully gives the reader the impression that Mr. Wright

undercapitalized the company.

E. Interest Rates - In another attempt to imply the passing of a

(D gift from Mrs. Mallick to the Wrights, the Phelan report engages in

the selective use of statistics to reach a totally false conclusion.

The Phelan report states:

C)
"Throughout the entire term of Betty Wright's

$75,000 loan from Mallightco, the interest rate

stayed at 13.5 percent. By contrast, Ridglea

Bank adjusted the interest rate on Marlene Mallick's

$150,000 loan every 60 or 90 days to take into account

the fluctuations in the prime interest rate. For

instance, on April 10,' 1981, Ridglea Bank renewed

Marlene Mallick's $150,000 loan for 90 days at 17

percent interest." [Page 125, Para. 1]

But Mr. Phelan fails to point out that the 13.5 percent rate paid

by Mrs. Wright to Mallightco was above market interest rates for 1,906

of the 2,875 days that the note was outstanding. Initially the loan
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to Mrs. Wright was set at the then prevailing bank rate -- 13.5

percent. It was not a fluctuating rate note. And, therefore, the

rate on the note was not raised or lowered to coincide with the prime

rate. This means that for more than two-thirds of the life of the

nQte, Mrs. Wright was paying interest rates in excess of market

interest rates. Surely there was no "special deal" and certainly no

"gift" to the Wrights on a note bearing 13.5 percent interest during

that 2,875 day period.

F. Use of a Company Car - Twenty-two of the alleged violations

are related to Mrs. Wright's use of a car. The case for such

"violations is based on the conclusion in the Phelan report that for

C-) the corporation to allow Mrs. Wright to use the car was tantamount to

a "gift" from Mr. Mallick.

Actually, use of the car could not have been a gift from Mr.
C)

Mallick to Mrs. Wright because the car was not owned by Mr. Mallick.

It was owned by Mallightco. Since the Wrights owned half of

Mallightco, they clearly owned half interest in the car.

The Phelan report fails to explain why there is anything unusual

or inappropriate about a company like Mallightco allowing its Co-owner

and Vice President, Mrs. Wright, to use a company car -- in this case

a four-year-old car. Clearly, when Mrs. Wright began to use the car

in 1983 in Fort Worth, she was an employee of the company doing work

in Fort Worth.

Mrs. Wright also used the car in Washington. Although the Phelan

report states that "There is no evidence Betty Wright did any work for



Mallightco in the Washington, D. C. area," the report contradicts

itself by pointing out that "Mallick said the Cadillac was reasonably

and necessarily related to Mrs. Wright's work for Mallightco because

'From time to time Betty Wright would do tasks for Mallightco in

Washington. She would use [the car] in connection with her work in

Mallightco.'" [Page 168, Para. 3]

Since the two families owned equal shares in Mallightco, it was

assumed that both families would derive more or less equal benefits

from the car. In the first three years (Dec. 1980 to Dec. 1983) that

Mallightco owned it, the car was used almost exclusively by the

Mallicks. In the next four years (Dec. 1983 to Oct. 1987), the car

r) was used almost exclusively by the Wrights.

After the Speaker established a blind trust and directed the

trustee to sell his interest in Mallightco, Mr. Wright realized that

the termination of his investment in Mallightco would mean that he and

Mrs. Wright had enjoyed use of the car than the Mallicks had.

Therefore, Mr. Wright determined that his use of the car from 1983

should be considered a loan from Mallightco and repaid in the same way

that his other loans from Mallightco were being repaid by the trustee.

Accordingly, Mr. Wright's trustee in 1989 purchased the car from

Mallightco for $10,011, which included interest going back, to 1983.

The trustee also reimbursed Mallightco $9,303 for the past costs of

the automobile's maintenance and operation.

Mr. Wright admits that there was a technical error made when his

blind trust did not purchase the car in 1987 as he had intended. But

it was an innocent error.



The Phelan report states that "Not until Special Outside

Counsel's investigation revealed the existence of the Cadillac, the

Wrights' use of it, and Mallightco's payment of its expenses, did

Wright make any attempt to repay Mallightco." [Page 169, Para. 2]

This is true. The reason Mr. Wright did not pay for the car earlier

is that he assumed his trustee had already done so and that the car,

as part of the assets of Mallightco, was being handled in the blind

trust. As soon as Mr. Wright learned that the car had not been

properly purchased, his trustee bought it.

There is no justification for Mr. Phelan's crude attack on Mr.

Thomas H. Law, Mr. Wright's trustee, accusing him of attempting "to

cover up Wright's violations of House Rules." [Page 169, Para. 2]

Mr. Law is the senior partner of Law, Snakard, & Gambill -- a well

established firm of over 50 attorneys. He has served as President of

the Junior Bar of Texas and Vice Chairman of the University of Texas

Board of Regents and has received Fort Worth's Most Outstanding

Citizen award.

Nor is there any apparent reason for Mr. Phelan to highlight the

fact that the "trustee's daughter, Deborah (sic) Law, worked as a

staffer in Wright's Fort Worth office." [Page 135, Ft. 86] Ms. Debra

Law has worked for Speaker Wright since January 19, 1987. Initially,

she was a receptionist in Room H-204 in the Capitol. Later, she

became a staff assistant in Room 1236 in the Longworth Building. At

no time was she ever a staffer in Mr. Wright's Fort Worth office.
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Indeed, it is unclear why Ms. Law is mentioned at all in the

Phelan report. Perhaps Mr. Phelan is trying to leave the implication

that there is something inappropriate about the Speaker hiring the

daughter of his trustee. For the record, it should be noted that Ms.

Law was working in Washington for nine months before the Speaker

established his blind trust and selected the trustee.

C)
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III. Use of an ADartment

The 19 charges relating to the use of an apartment can be

separated into two periods. In the first period (1979-1984), Mrs.

Wright's use of the apartment on Hulen Place and later on Roaring

Springs Road was attendant upon her employment with Mallick

Properties. In the second period (1985-1988), the Wrights paid for

using the apartment on Roaring Springs Road on a per diem basis. In

neither case was the apartment a gift.

1979-1984

The Phelan report begins the analysis of the use of the apartment

(1) by stating correctly that "unless Mrs. Wright performed valuable

services for Mallick in return for their use of the apartment and

condominium, the provision of free housing is a gift." [Page 163,

Para. 2] (Emphasis added)
C

Thus, the question of whether the apartment was a gift turns on

Mr. Phelan's incorrect conclusion that "Mrs. Wright performed few, if

any, services for Mallightco." [Page 153, Para. 3] Since Mrs.

Wright did perform substantial services (See Section I above), her use

of the apartment was not a gift.

1985-1988

After Mrs. Wright stopped working for Mallightco, Mr. Mallick

agreed to allow Mrs. Wright to continue using the apartment if she

paid a rental fee. The assessed rental fee was based on a fair market

rental value of $650 a month, which the Phelan report concedes to be

correct.



Because Mr. and Mrs. Wright expected to be using the apartment

only a few days each month, Mr. Mallick decided to charge a pro rata

share of the $650 -- amounting to $21.67 per day. Since the Wrights

used the apartment an average of 4.3 times per month over the four-

year period, Mr. Wright paid Mr. Mallick $3,559.

Although Mr. Wright paid the fair market value for using the

apartment, he paid it only for the days that he used it. It can be

debated whether or not that arrangement is fair to Mr. Mallick. But

Mr. Mallick told the Committee that he was not foregoing greater

income because he did not offer the Roaring Springs Road apartments

for rent to the general public. [Mallick I Tr. 155]

The Phelan report also charges Mr. Wright with failing to report

a gift in the form of "reduced rent" on his Financial Disclosure
C

Statements.
)

Since Mr. Wright did not believe the condominium to be a gift, he

did not report it as such. In arguing that Mr. Wright should have

believed that it was a gift, the Special Outside Counsel fails to

point out that the question of whether the per diem arrangement was

proper had been the subject of a least two newspaper stories in 1985

in which Mr. Ralph Lotkin, Counsel for the House Ethics Committee, was

quoted as saying that the arrangement did not appear to be improper.

(See UPI story in Appendix)

Perhaps the Special Outside Counsel has the right to disagree

with the judgment offered by Mr. Lotkin and to conclude that the per



diem arrangement did amount to a gift. But it violates all sense of

fairness for Mr. Phelan to take a further step and say, in effect,

that even though the Speaker was led to believe by Ethics Committee

counsel that the rental was notLa .. gift, that now -- four years later -

- he should be charged with failing to know that it was a reportable

gift.

Mr. Phelan offers no explanation of how Mr. Wright can be held

accountable for not knowing in 1985 that Mr. Lotkin would be overruled

by Mr. Phelan in 1989.

Equally troubling is the fact that, even though he had copies of

C) the September 8, 1985 articles from the United Press International and

the fort Worth Star-Telegram, Mr. Phelan does not once mention these

articles or discuss the fact that Mr. Wright was reassured by them

that his rental arrangement met House rules.
C)



IV, Book Royalties

The Phelan report errs in characterizing seven book purchases as

disguised honoraria or gifts. Although the individuals and

organizations involved did buy multiple copies of Mr. Wright's book,

there are several reasons why their purchase of books cannot be

categorized as honoraria.

First, no speech by Mr. Wright was ever conditioned on the

purchase of books. Certainly Mr. Phelan has presented no testimony to

that effect.

Second, there is no evidence that Mr. Wright himself ever asked

C) any organization he was addressing to buy his book.

Third, while there was testimony that certain members of Mr.

Wright's staff suggested to some people that books could be bought, we
0)

are aware of no testimony suggesting that book sales were a quid Pro

qru for speeches.

The Phelan report describes the entire publishing project as an

all out scheme to exceed outside earning limitations imposed by

Congress. In fact, book royalties are expressly excluded from outside

earning limitations. (See letter- from Hon. Harold S. Sawyer)

The committee identifies seven specific bulk sales of books over

a three-year period as presumably payment for speeches by the

Congressman. During that same three-year period, Mr. Wright made

approximately 700 speeches for which he accepted no speaking fee

whatever and in which nobody was invited to purchase books. Surely
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the notion that books were sold in exchange for speeches given does

not seem to fit a description of any scheme.

The Phelan report alludes to testimony which the Speaker and his

attorneys have not been permitted to see. From the brief quotations

in the Phelan report, some of this testimony is not in accord with the

recollections of Mr. Wright's staff members who are named in the

report.

The exact circumstances of some of these books sales are

U-N discussed below:

N,

() A. S. Gene Payte

The Phelan report charges Mr. Wright with not reporting a gift

from Mr. S. Gene Payte, who bought 1,000 books, yet allegedly received
C)

only 300 to 500. But to reach this conclusion, Mr. Phelan

misrepresents Mr. Payte's testimony. Mr. Phelan states: "Although he

(Gene Payte) is equivocal on the point in his testimony, Payte

testified that he only received between 300 and 500 copies of the

'old' book for his $6,000, and would still like to receive the new

books." (Page 86, Para. 2]

In reality, Mr. Payte's testimony was not "equivocal". After

reading Mr. Phelan's report and reviewing the transcript of his

deposition conducted October 17, 1988, Mr. Payte stated the following

in a sworn affidavit:

"The (Phelan) Report, and also the conclusions
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reached by the Special counsel, ignores much of the

most pertinent testimony in the transcript, takes

certain statements out of context, distorts clear

statements of fact and in general fails fairly and

accurately to summarize the matters as to which I

testified."

On the question of whether he received only 300 to 500 copies of

the 1,000 books he purchased, Mr. Payte recounted: "On the contrary,

I did not so testify. I stated, not once, but three times, that I

believed 1,000 books were delivered to me. [Tr. 27, Tr. 40, Tr. 41]

The Special Counsel ignores this testimony." (See Mr. Payte's

affidavit)

The Chairman and the Ranking Minority Member of the Committee

sent a letter to Mr. Payte warning him that he had been told not to
C)

discuss his testimony and informing him that "the matter of your

violation may be taken up by the Committee." (See Committee's letter

in Appendix)

Although Mr. Payte was willing to come forward to challenge the

veracity of the Phelan report, the Committee's gag order against Mr.

Payte may have had a chilling effect on other witnesses whose

testimony may also have been distorted.

B. Ocean Spray

The Phelan report states that the $2,000 book purchase "was Mr.

Wright's honorarium for his speech to Ocean Spray." (Page 78, Para.

6]



But in reaching this conclusion, Mr. Phelan rejects specific

testimony by Mr. Gerald Cassidy, who represented ocean Spray. Mr.

Cassidy was asked by the Office of the Special Outside Counsel why the

book purchase seemed reasonable. Mr. Cassidy responded: "I was of

the opinion that it was important to them to get his views out, to

carry out the purpose of the book. It seems to me that that was

important, so that seemed to me that they were saying something was

more important to them than the honoraim That seemed reasonable."

(Emphasis added)

C. Mid-Continent

Mr. Phelan states that "the books which Mid-Continent gave to

Wright for his distribution constitute a gift." [Page 79, Para. 5]

C)

But Mid-Continent did not give books to Mr. Wright. According to

the Phelan report, Mid-Continent decided that it wanted the publisher

to distribute most of the books to "libraries and other public

institutions of Congressman Wright's choice." [Page 79, Para. 2] If

the buyer of the books instructed the publisher to donate them to

educational institutions, the buyer is making a gift to the students

and schools, not to Mr. Wright.

D. Southwest Texas State

The Phelan report states that Mr. Wright "gave the speech at

Southwest Texas State University on October 16, 1984 and accepted the

agreed upon $3,000 honorarium." [Page 75, Para. 4]



This is categorically false. First, Mr. Wright made the speech

to Southwest Texas State as a favor to his sister who was on the

faculty there. Mr. Wright did not request, expect, or agree to an

honorarium. Mr. Wright's letter of June 19, 1984 accepting the

invitation to speak made no mention of an honorarium.

Second, Mr. Wright did not accept the check on October 16. In

fact, he never saw the check. It was mailed to his Fort Worth office.

co Third, after Mr. Wright's office unexpectedly received the $3,000

r -, check, and upon learning that school officials wanted to buy 500

C-) copies of Reflections, a staff member endorsed the check -- to Madison

Publishing. The $3,000 was never received by Mr. Wright.

E. other Errors

There are numerous misstatements or distortions in the Phelan

report regarding both Mr. Wright's book and his publisher. Some of

these are detailed below:

1. Mack Williams' 50% Royalty Offer - Speaker Wright testified

that he received two offers to publish his book. Mr. Mack Williams

offered a royalty of 50 percent. Mr. Carlos Moore offered a royalty

of 55 percent (Wright Tr. 26-28) Both Mr. Williams and Mr. Moore

confirmed the Speaker's statement when they testified.

But when Mr. Williams' testimony is recounted in the Phelan

report, it gets twisted almost beyond recognition: "Williams
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testified that he offered to publish Wright's book, sell it at a 50

percent discount to bookstores, and split the proceeds with Wright

50/50.11 (Page 64, Ft. 40]

Mr. Williams submitted an affidavit to the Ethics Committee and

testified in person. On both occasions, he stated clearly that he was

going to split the total proceeds with Mr. Wright. He did not say

that he would split the proceeds with Mr. Wright after discounting the

books.

It is unclear why Mr. Phelan would distort Mr. Williams'

testimony in this way -- unless Mr. Phelan was trying to buttress his

argument that a 55 percent royalty is "unheard of." (Page 8, Para.l]

2. Doublesellini - Mr. Phelan accuses the publisher of selling

the same books twice. According to the Phelan report: "... Moore

sold the same books again and provided Wright with additional income."

[Page 97, Para. 1]

Mr. Phelan declares that 19,068 books were printed and 21,218

were sold. Although there is some dispute about the exact number of

books printed [See Moore II Tr. 39, Moore IV Tr. 51-52], there is no

dispute that the Speaker received royalties for only about 16,800 book

sales. Thus, even if the publisher had sold more books than he

currently had in stock, the Phelan report's statement that Mr. Moore

provided Wright with additional income cannot possibly be true. The

last royalty received by Mr. Wright was on April 14, 1986 -- more than

six months before Mr. Wright became Speaker and more than two years

before the Preliminary Inquiry was started.



3. Matthew Cossolotto's Account - The Phelan report attributes

to Mr. Matthew Cossolotto a recollection that "the marketing of the

book was a frequent topic of conversation at the regular breakfast

staff meetings." [Page 70, Para. 1] Mr. Cossolotto testified that it

was suggested that "if he (Wright) gives a speech, maybe he could sell

books instead of getting the honorarium." [Page 70, Para.2]

Mr. Cossolotto's testimony is important because it is the only

testimony offered by Mr. Phelan that Mr. Wright had any knowledge of

or involvement with the alleged "scheme" to substitute book sales forC

honoraria.

Although he quotes extensively from Mr. Cossolotto's testimony,

Mr. Phelan fails to disclose that the Committee received a great

amount of testimony that directly contradicts Mr. Cossolotto's
0

account. The Special Outside Counsel interviewed four other

participants in the breakfast staff meetings with Mr. Wright. None of

them corroborated Mr. Cossolotto's testimony about the marketing of

the book being a "frequent topic of conversation."

Mr. Marshall Lynam was asked if he recalled any occasion "when

the topic of marketing the book came up at the breakfast meetings?"

Mr. Lynam answered, "No." [Lynam Tr. 32-22]

Ms. Barbara Roark was asked whether she recalled "any

conversations by anyone at the breakfast meetings at any time about

the book?" Ms. Roark responded, "No." [Roark Tr. 15]



Mr. Paul Driskell -- who had left Mr. Wright's staff two years

earlier -- was asked whether the "book was discussed at any of these

breakfast meetings?, Mr. Driskell did remember two instances from

1984 when the book came up -- one involving the Larry King show and

one when Mr. Wright asked if the office had any inquires about the

book. Then Mr. Driskell was asked whether in 1985, the marketing of

the book was discussed at the breakfast meetings? Mr. Driskell

answered, "Never discussed when I was there." (Driskell Tr. 69-70]

Not only did Mr. Phelan fail to reveal this exculpatory

information but he also failed to seek out additional evidence that

-could have cast more light on the accuracy of Mr. Cossolotto's

testimony. In particular, he chose not to question any of the other

five people who were present at those breakfast meetings, witnesses

who could have confirmed or denied the veracity of what Mr. Cossolotto

told the Committee. All of these people -- Mr. Mike Grisso, Ms.
C)

Charmayne Marsh, Ms. Kathy Mitchell, Dr. Nick Masters, and Mr. Ben

Procter -- were available for questioning.

There are instances where the Phelan report goes to extraordinary

lengths to impeach others who questioned Mr. Cossolotto's

recollections. One instance [Page 101, Ft. 54] unaccountably

questions the credibility of Wright aide Mr. Marshall Lynam. Another,

below, seeks to impeach the testimony of Mr. Phil Duncan:

Although Phil Duncan was not in Fort Worth at the same

time as Cossolotto, he testified that he has a specific

recollection of Cossolotto's activities during his Fort



Worth trip. [Duncan Tr. 96] According to Duncan, while

Cossolotto's activities involved the book, they were by

no means confined to the book. [Page 109, Para.4J

But Mr. Duncan was in Fort Worth at the same time as Cossolotto.

And Mr. Duncan told the Committee that.

We do not understand why Mr. Phelan would try to place Mr. Duncan

outside of Fort Worth -- unless he wanted to cast doubt on Mr.

Duncan's testimony that Mr. Cossolotto's activities were by no means

IN confined to the book.

4. Kathy Mitchell Did No Marketing - The Phelan report states

that "Cathy (sic) Mitchell, Wright's Executive Assistant and

-- Scheduler, also participated in marketing the book to various groups

Wright gave speeches to in 1984 and 1985."1 [Page 11, Para. 5; see
C)

also Page 105, Para. 2]

But the Phelan report presents no evidence to back up this

assertion. The only information in the Phelan report about Ms. Kathy

Mitchell regards the testimony of Mr. Benjamin Palumbo who told the

Committee, according to the Phelan report, that "neither Kathy

Mitchell nor anyone else had asked him to purchase books in lieu of

paying Wright an honorarium." [Page 80, Para. 2]

That statement does not suggest that Ms. Mitchell participated in

marketing the book. Quite the opposite in fact.



Mr. Phelan apparently derives the conclusion that Ms. Mitchell

was involved in marketing from the following analysis in his report:

Marshall Lynam testified that Cathy Mitchell was sometimes

responsible for arranging Wright's speaking engagements.

(Lynam Tr. 48) Therefore, Mitchell, like Lynam participated

in marketing the book if she similarly arranged for groups

to buy Wright's book." (Page 112, Para. 1]

This quotation gives vivid illustration of Mr. Phelan's practice of

tossing out a wholly unsupported theory and then hypothesizing

co possibilities to back it up.

Mr. Phelan has no evidence that Ms. Mitchell "similarly arranged

for groups to buy Wright's book." But since Mr. Phelan wants to prove

his theory that Mr. Wright used his speaking engagements as a way of

selling the book, the Special Outside Counsel is eager to leap to the

conclusion that any staffer who helped arrange Mr. Wright's speaking

engagements was, ipso facto, involved in marketing the book.

5. Moore Was A Publisher - The Phelan report states that

"Although neither Moore nor Madison Publishing had ever published

anything (Moore Tr. 201-2], Moore did not familiarize himself with the

responsibilities of a publisher..." [Page 61, Para. 3]

This is a total misrepresentation of the facts. Not only did Mr.

Moore have previous publishing experience, but also he told the

Committee about it when he testified. His exact words were: "I used

to be co-publisher of a newspaper." [Moore Tr. 305]



It is unclear why Mr. Phelan chose to ignore this testimony.

It is also unclear why Mr. Phelan declared that Mr. Moore "did

not familiarize himself with the responsibilities of a publisher."

Certainly, there was no testimony from Mr. Moore or anyone else to

that effect.

6. Moore Paid Real Copyright Royalties - The Phelan report

states: "The resulting income does not therefore become 'royalty'

income just because Moore calls himself a 'publisher' and claims to

pay 'royalties' on book sales." (Page 10, Para. 3)

There is no justification for such a conclusion. Mr. Carlos

Moore was the publisher of Reflections of a Public Man. Madison

C) Publishing Company may be a mom and pop operation, but it is

nevertheless a real and legal entity. Mr. Moore had the original idea

for Mr. Wright to do the book. Mr. Moore had been around the

publishing of books and magazines for many years. He had been a co-

publisher of a newspaper. Prior to entering a contract to publish and

market Reflections, Mr. Moore and Mr. Wright discussed the format of

the book on six or seven occasions. As part of his publishing

responsibilities, Mr. Moore designed the layout and printed the cover

for the book. By subcontract, he oversaw the printing of the book.

Mr. Moore also placed newspaper ads and ran telephone and direct mail

marketing efforts.



The Phelan report fails to explain why Madison Publishing should

be treated as anything other than what it was -- a fledgling small

business engaged in publishing.

7. Moore Earned A Profit - According to the Phelan report, an

expert on the publishing industry testified that "no rational

publisher would agree to a 55 percent royalty on list price because it

could not make a profit." (Page 8, Para. 1]

But Mr. Phelan fails to inform the reader about testimony he

received that disproved the so-called expert testimony. First, Mr.

Moore of Madison Publishing testified that he di earn a profit on

C-) publishing Mr. Wright's book. [Moore Tr. 214)

Second, Mr. Wright testified that he received no advance on the

book from Madison Publishing. [Wright Tr. 37] Since Madison did not
C0

have to pay an advance to the author, it was "rational" for Mr. Moore

to offer a higher royalty to Mr. Wright than he otherwise might have.

Moreover, the Committee had access to affidavits by several other

small publishers who attest that they have paid royalties in the range

of 50 percent and have made profits from such enterprises.

Additionally, there is an affidavit from another local author, the

late George Dolan, who received similar royalties for books of his

authorship which were printed and sold by a local publisher.

8. Value of Moore's Campaign Work - The Phelan report states

that "it is impossible to determine that Madison Systems was paid more

than it earned." [Page 63, Para. 2] Yet in phrasing the sentence in
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this way, Phelan does his best to inp.1. such overpayment, even though

he found no evidence that such was the case.

In fact, there was absolutely n2Q testimony nor any reason to

infer that Madison Systems was overpaid. While there was ample

testimony that Madison Systems was properly paid, Mr. Phelan neglects

to present it in his report.

For example, Mr. Paul Driskell, who had been Mr. Wright's

District Director, told the Committee that Mr. Moore "had a phenomenal

comprehension about how to construct a phone bank with a sophisticated

-O mail, complementary mail operation..."1 [Driskell Tr. 49) When Mr.

Phil Duncan, another of Mr. Wright's District Directors, was asked

whether "each arnd every one of these invoices (from Madison Systems),

as far as you were concerned, at the time represented value for what

C) you were being billed." Mr. Duncan responded, "Yes, sir." [(Duncan

Tr. 74] Neither of these responses was included in the Phelan report.

Mr. Craig Raupe, Congressman Wright's campaign manager in 1980,

testified that the "amount of money that Carlos may have used, that

may have gone to Carlos' firm during that campaign was very modest

compared to what he was furnishing to the campaign." [Raupe Tr. 48]

Again, Mr. Phelan omitted testimony unfavorable to his own premise.

9. Moore's Experience - The Phelan report states that "Between

1954 and 1963, Moore was a printer with the Stafford-Lowden Printing

Company, which printed the Fort Worth Press and the Fort Worth Star-

Telegram." [Page 56, Para. 4]
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Although this is an error of little impact, it is simply one more

instance in which Mr. Phelan's report is careless with factual

information. At no time during its 75 years as a commercial printing

firm has Stafford-Lowden ever printed either the Fort Worth Star-

Teega or the Fort Worth Press, a now-defunct Scripps-Howard

newspaper.

Additionally, Mr. Moore worked for Stafford-Lowden (now Royer and

Schutts Commercial Printing) from 1946 to 1952, rather than the years

Mr. Phelan mistakenly reports.

0-

N3_



V. 9&L Issues

Although the Ethics Committee voted unanimously to drop the

original charge relating to S&Ls, Speaker Wright is still being

pilloried in the press based on erroneous statements from the Phelan

report.

A. Pressuring S&L RecgUlators

The Phelan report suggests that Mr. Wright's conduct at a

00 February 10, 1987 meeting with officials of the Federal Home Loan Bank

-0 Board and FHLB-Dallas violated House rules because of the "clear

CD inference" that "Wright was not simply seeking impartial consideration

of Gaubert's claim, but a change in the Bank Board's regulatory

response to Gaubert." [Page 22, Para. 4)

0)

qq In drawing this conclusion, however, Mr. Phelan failed to

D consider the testimony of a journalist present at that meeting -- Mr.

John Barry. Mr. Barry was subpoenaed by the Ethics Committee and

testified that first, Mr. Gaubert's name was not mentioned at the

meeting and second, that Mr. Wright did not put pressure on the

regulators to do anything on behalf of any one individual.

An op-ed written by Mr. Barry, "Is Wright Getting a Fair Shake?

I Know One of the Charges is Wrong -- Because I was There," printed in

the Washington Post of Sunday, April 30, 1989 is included in the

Appendix. Mr. Barry concludes that Mr. Phelan "ignored my testimony,"

which leads Mr. Barry to ask: "How accurate is the rest of the Phelan

report?"



B. Scheduling~ the S&L Bill in 1986

Mr. Phelan gives a misleading account of Mr. Wright's role in

House consideration of the S&L legislation:

"According to the Congressional Record of Friday, September

26, 1986, the FSLIC recapitalization bill ... was scheduled for

House consideration under a suspension of the rules on Monday,

September 29. In fact, the bill was not considered on September

29."1 [Page 230, Para. 7]

Mr. Phelan states that the September 26 Cong~ressional Record

indicated that the FSLIC bill was put on the suspension calendar for

- Monday, September 29. What Mr. Phelan leaves out, however, is that

the source for that information was the floor statement by Maiority

CD Leader Wrig~ht on the legislative program for the following week.

(Cong~ressionlal Record, H8527)

It is the role of the Majority Leader to schedule bills. The

FSLIC bill, which was introduced only three days earlier as a clean

bill, was initially scheduled for September 29 by Mr. Wright. But

then -- because of questions raised by a number of members -- the bill

was delayed. This is not uncommon.

obviously, if the Majority Leader had intended to delay the bill,

the easiest thing for him to do would have been simply not to schedule

it. The fact that Mr. Wright did schedule the bill suggests that the

decision Friday afternoon or Monday morning to take the bill off the



suspension calendar was not an action by Mr. Wright to influence the

Bank Board's action on a particular case.

In any event, the FSLIC bill was rescheduled for consideration on

October 7 and passed by the House. The majority Leader's scheduling

decision did not constitute a "1hold."I

The Phelan report noted that: "The three members of the House

Banking Committee who testified all denied recollection of a 'hold' on

the recapitalization bill in the 99th Congress." (Page 231, Para. 5]

Yet, for some reason, Mr. Phelan chose not to believe the three
0D

members of Congress.

Instead, he put his faith in the testimony of the Bank Board

officials who presided over the costliest regulatory fiasco in

American history. Mr. Phelan accepted their statements at face value,

0 apparently without realizing that these officials might be trying to

justify their own laxity in policing S&L practices that will cost the

taxpayers billions of dollars.

C. Rescheduling~ the 1986 Bill

Mr. Phelan implies that Mr. Wright's action to reschedule the

FSLIC bill one week later may have prevented the bill from becoming

law in 1986:

... Wright removed it from the calendar prior to its

consideration. The bill was rescheduled on October

6, 1986 and on October 7, 1986 it passed the House



35

under suspension of the rules. However, because the

Senate's version of the bill contained controversial

provisions, insufficient time remained to resolve the

differences before Congress adjourned on October 18, 1986.

[Page 19, Para. 3]

Regardless of whether the FSLIC bill was delayed a few days, that

did not affect the outcome any because the bill had almost no chance

of passing in the Senate. After all, the Senate Banking Committee

had reported out a FSLIC bill almost two months earlier. But,

according to Congressional Quarterly, "threats of amendments and

filibusters kept it from the floor." (See Congiressional Quarterly,

C) Page 2651)

In the final days of the 99th Congress, the Administration pushed

for Senate action on the FSLIC bill. But Senator Proxmire, among

CD
others, held it up. (See Congrressional Quarterly, Page 2630)

Less than five hours before Congress adjourned on October 18, the

r~. Senate did pass a bare bones FSLIC bill. At that point, according to

Congiressional Quarterly, House Banking Chairman St. Germain "refused

to accept the last minute changes, and the legislation died." (See

Congiressional Quarterly, Page 2651)

In summary, it is the role of the Majority Leader to make

scheduling decisions. Mr. Phelan presents no evidence to show that

the 11 days between the time the clean bill was introduced and the

time it passed the House was anything other than normal scheduling

time. In any event, the postponement in the House between September
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29 and October 7 seems unlikely to have influenced action in the

Senate since that body did not pass a FSLIC bill until October 18,

1986.

D. Scheduling the S&L Bill in 1987

Mr. Phelan relies upon the "feelings" of Bank Board members to

imply that Speaker Wright held up S&L legislation in 1987.

The Phelan report states: "After the (February 10) meeting, the

rN Bank Board people felt they had a disaster on their hands. 
(Exhibit

F-50) It was now February and they feared that Wright was going to

C~) stop the recapitalization bill again, if he had not already done so."

[Page 273, Para. 4]

This one-sided statement of what unnamed Bank Board officials

C)
reportedly felt has given numerous editorialists the impression that

Speaker Wright's actions may have contributed to the S&L crisis.

In reality, Mr. Wright did not stop the recapitalization bill in

1987 or in any previous year. On the contrary, in the spring of 1987,

he urged the House to take even stronger action on the emerging S&L

crisis than the House was willing to take.

Although the Speaker, like many of his colleagues (most, it turns

out), initially supported a $5 billion rather than a $15 billion

recapitalization bill, he agreed t%-o support the higher figure after a

request by Treasury Secretary Baker. When the FSLIC bill camne before

the House on May 5, 1987, Speaker Wright -- in a rare floor address --
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spoke strongly in favor of the St. Germain amendment to raise the $5

billion to $15 billion (See Congressional Record, Page H3133-4)

In spite of the Speaker's support for the higher figure, however,

63 percent of the House voted not to increase the bailout money. This

was an embarrassing loss for the Speaker of the House. (See "Wright,

White House Plan Rejected: House Sides with S&L Lobby on Rescue of

Insurance Fund," Congressional Quarterly, Page 924)

The St. Germain amendment was rejected 153-258. A majority of

Democrats opposed it. A majority of Republicans, including Newt

Gingrich, opposed it, too.

While it is true that earlier in 1987, Speaker Wright did want to

hold the recapitalization to $5 billion, even after he agreed to

support the $15 billion figure, a bipartisan majority of the House was
C)

unwilling to follow.

E. Wrig~ht's Role in Forbearance Legislation

The Phelan report states: "Nevertheless, a movement grew for

what the Bank Board believed were extremely destructive forbearance

provisions. According to William Black, the Bank Board officials

understood from sources on Capitol Hill and from the press that Wright

was behind this movement." [Page 211, Para. 1]

There were numerous people behind and in front of the movement to

include strong forbearance provisions in the FSLIC bill.
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The first proposal for forbearance in 1987 came from the U. S.

League of Savings Institutions on January 20. On February 10,

Congressman Steve Bartlett (R-Texas) introduced the "Thrift

Forbearance and Supervisory Reform Act" with 13 cosponsors. The

Bartlett proposal was incorporated into the FSLIC bill as adopted by

the House Banking Committee.

The Senate FSLIC bill, which passed before the House bill, also

included a forbearance provision.

It is unfortunate that Mr. Phelan includes this misleading

information in his report. But in tracing this information to Mr.

Black and other Bank Board officials, Mr. Phelan unintentionally

demonstrates how certain Bank Board officials have been quick to blame

Mr. Wright for actions for which he is not responsible.

0)
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1. Affidavit of John A. Freeman on Betty Wright's employment

2. Affidavit of Kay F. Snyder on Betty Wright's employment

3. Affidavit of Pamela Smith on Betty Wright's employment

4. Affidavit of J. B. Williams on Betty Wright's employment

5. United Press International story on apartment

6. Affidavit of S. Gene Payte of Fort Worth, protesting

distortions of testimony

7. Letter to S. Gene Payte from Committee on Standards of

I-fl Official Conduct

8. "Is Wright Getting a Fair Shake?" - Washingiton Post

Op-Ed article by John M. Barry

9. Letter to Richard Phelan, expressing concern over Rules
interpretation, from Hon. Harold S. Sawyer, former
Republican Member of the Select Committee on Ethics

10. "Wright Can't Get A Fair Hearing From Ethics Panel" -

CQ Wall Street Journal article by Frank A. S. Campbell,
attorney for former Congressman George Hansen, Republican
from Idaho

11. "Don't Rush to Pass Judgment on Wright" - Boston Globe
article by Thomas Oliphant, columnist

12. "Down the Prosecutorial Path" - Lecial-Times article by
Terence Moran

13. "Silber Speaks Up for Mr. Wright" - Boston Globe article
quoting Boston University President John Silber



STATE OF TEXAS S

COUNTY OF TARRANT S

AFFIDAVIT

Personally before me, the undersigned authority, a Notary

Public in and for the County of Tarrant, State of Texas, duly

commissioned and qualified, there came and appeared John A.

Freeman, who being first duly sworn, did depose and say:

"My name is John A. Freeman, and my address is 5100

Crestline, Fort Wo tW,Texas 76107. I am an investor with

interests in many different industries. I came to Fort Worth

in 1967 and was introduced to Congressman Wright by Mr. Amon

Carter, Jr. in 1968.

Shortly after Mr. Wright married Betty Wright I met them

at a reception and continued to see them at irregular

intervals. In 1978 or 1979 I mentioned to Congressman Wright

that I had enjoyed moderate success in investing in some

shallow wells with Southeastern Resources. He said that he

only had modest funds to invest but would like to invest in

oil and gas exploration. I told him of a well that I had an

interest in and he invested in a small percentage.

In 1979, at Congressman and Betty Wright's anniversary

party, Betty introduced me to Mr. George Mallick and asked if

I could meet with them at some convenient time to discuss

0 business opportunities.

Shortly after that anniversary party, I met with Betty at

) Mr. Mallick's office and she explained that he was an investor

as I was, and she was to assist him in looking for

opportunities in the real estate, oil, or possibly other areas

and that she would appreciate the chance to look at

opportunities I might be interested in and that they in turn

would do the same for me. I then met with Mr. Mallick and he

discussed his various business experiences.

In early 1979 or 1980, I was having dinner with Mr. Jim

Ling in Fort Worth and discussing the formation of a company

to acquire interests in the energy field. Mr. Mallick and

Betty Wright were dining at the same club and came by the

table and were introduced to Mr. Ling. The following day I

called Betty and told her that I was discussing an investment

in Matrix Energy with Mr. Ling and it might be something that

Mr. Mallick would be interested in. She told me that her

position was no longer that of an employee but that she and

Mr. Mallick had formed a company that they jointly owned. I

furnished her all the information I had on Matrix Energy.

Approximately six months later, I received a call from Betty

and she told me that had no interest in Matrix.

10
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In 1982, I meSith Congressman 
Wright in 0 Worth and

he informed me that George Mallick 
and Betty were in New York

working and that he was going to Join them when he left Fort

Worth. At that time, I was working with an institutional

investor and was planning to 
meet with them in New York. 

As I

was going to be &&, vA.%# I arranged to meet with George,

Jim and Betty there. We met and I told them what I was

presently working on in the real estate field and they asked

to meet with me in Fort Worth 
to see if they had any projects

that we might do together.

Betty, George and I met in Fort Worth approximately two

weeks later and I was furnished a 
description of property that

they either knew of or controlled to see if we had any

interest. I submitted properties that I had and the other

properties to my investor. It was decided that we should

pursue one project that Betty and Mr. Mallick 
had submitted.

I called Betty and she referred me to Mr. Mallick. We

then worked for a period of approximately 2 months on our

feasibility study during which time I met with Betty and

George on several occasions. As a result of our failure to

pre-lease the project, we decided not to build 
the building.

Betty was active throughout the development and consideration

of this project.

Beyond the consideration of these two projects, I had

numerous contacts with Betty and George in New York 
City where

I ran into them while they were pursuing various business

C-) investments.

In summary, to my personal knowledge, Betty Wright was an

active and hard working member of the Mallick investment

group. She was the person who introduced me to George Mallick

and she worked with George and me throughout our 
consideration

of the Ling investment and the office building 
project in Fort

Worth.c)

Based on my personal experience with Betty Wright and

George Mallick, Betty was a full and equal partner in

everything we tried to do together. She was the primary

reason I was involved with Mallightco and she was involved

every step of the way."

SWORN TO UPON MY OATH, this 15th day of 
April, 1989.

/ Jof- -Freeman

GIVEN UNDER MY HAND AND SEAL of office this 15th day of

April, 1989.

NoayPubl i in and fo the

State of exas

" STATE OF TJA AS
My Comm. Exp 9,1,92



STATE OF TEXAS S

COUNTY OF TARRANT S

AFFIDAVIT

Personally before me, the undersigned authority, a Notary

Public in and for the County of Tarrant, State of Texas, duly

commissioned and qualified, there came and appeared Kay F.

Snyder, who being first duly sworn, did depose and say:

"My name is Kay F. Snyder, my address is 3813 Mattison,

Fort Worth, Texas 71M'?-: I am Director of Dining

Enterprises, Inc. the corporate owner and operator of

restaurants located in Fort Worth.

Beginning in 1978, I and my husband at that time, Armand

Jones, began a vineyard in Parker County, Texas. Our vineyard

was successful and in the early 1980's we then began exploring

the idea of developing a winery project to produce wine at our

vineyard and to market it in the restaurants we owned, as well

CD as to conduct tours of the vineyard and winery.

Beginning in 1981, I had discussions with the Mallick

group, initiated by Betty Wright. Although we never entered

into a joint venture for the development of this project, I

personally met with Betty Wright, Congressman Jim Wright and

Mr. George Mallick and other representatives of their group

C) over a period of several years to investigate the feasibility

of this project.

The first substantive meeting was in July of 1984 and

included Betty Wright, Jim Wright and I; however, all of the

business that was discussed was between Betty and myself.

Over the next year, Betty and I had numerous meetings at the

vineyard, and telephone conferences regarding the project.

Our meetings were lengthy, lasting from five to eight hours

each. On one occasion, Betty Wright, Jim Wright and I spent a

full day touring the vineyard and reviewing projections and

proposals regarding the winery. Subsequent to my multiple

meetings with Betty Wright, I had at least 8 meetings with

George Mallick. After extended research, projections and

negotiations, we were unable to reach an agreement and the

joint venture was never consummated.

From the inception, this proposed joint venture was a

project in which Betty Wright took an active part,

contributing many hours of her time and her management and

business skills to the analysis and development of the

project. She initiated our negotiations and was active

throughout the process. In all our meetings, she was well

informed on the subject, asked intelligent questions and was

thorough in pursuing the details of the project knowledgeably
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and in a business-like manner. In fact, when I was in
meetings with both George Mallick and Betty Wright, Betty led
the discussion..

In summary, as regards the Mallick group's consideration
of our winery proposal, Betty Wright was in charge and in
control of the project. She initiated the contact, invested
many hours of her time and had an active, meaningful and
integral role in the Mallick group's analysis and evaluation
of our proposal."

SWORN TO UPON MY OATH, this 15th day of April, 1989.

2 1

Kay F. knyder

GIVEN UNDER MY HAND AND SEAL of office this 15th day of
April, 1989.

Notary Public in and f the

State f Texas

C) ,
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STATE OF TEXAS

COUNTY OF TARRANT

AFFIDAVIT

Personally before me, the undersigned authority, a Notary

Public in and for the County of rarrant, State of Texas, duly

comnissioned and qualified, there came and appeared Pamela L.

Smith, who being first duly sworn, did depose and say:

"My name is ?aela
Crowley, Texas 76036.
Mallick Company and its

L.
I am the

affiliates.

my address is 121
Managing Director

I have read in nrw3papers, magazines and hear on T.V. that

Mr. Pheln has ma-ie the charge that Mallightco was a sham

corporation and Mrs. Betty Wright did not do work or earn her

pay. These charges are conpletely false and I have gi-,;

tes imony of this information to the Ethics Committee when I

appeared befor them.

I was first i:itroluced to Mrs. Wright in 1973 by my

e:nployer Mr. Mallick. I was 23 years old. Through the years

Mrs. Wright became a role nodel to me. Mrs. Wright encouraged

--3 t) Join a professional business women's club. On h,,r

vic-, I joined Zonta International in 1978. I becale t"e

yongest President of the Fort Worth Chapter in 1382.

I be-:ne ,,jc~ated w-Ih Mrs. Wright prof ss c-.nally hen

she began working for Malli,:k ?roperties, Inc. in 1979. Mrs.

Wright worked on the Mallick Concept from 1979 - 1981. rhe

-a1lick Concept ;-is a small apartrnent mnit designed fo- the

young adult to be built throughout the Sunbelt area. Mrs.

Wright, along witn other staff including nyseIf, st 'di d
appCorinately 10 difcerent cities throughout the Sunbelt

states. Mrs. Wright was excited about being a part of a team

to , ro acd crnstr ct an apartmen l i g-d especially for

S ec le. >rs. Wr ht likeI the i ea of an .o- ,a co tn,,;: 3 - fi r:3t -t I trte a:-a r" -

'_-s af forda le or Dur.g jeopl - -e --...

i~ellers and yr-,g rCr- d :0opi s oct n their own.

Mrs. Wright trav,?i o)ften tD 3

:oncept with atto- _vs, city pn
Wr nt along with ,hers would Salv

A 'i n siteS. <g-e would return,
Del prepar? lengthy written reports

In the lttter ca rt of 1379, I elp0d ,3

corporation Mallightco Inc. to be owned by

the Wrights. The Wright's contribution was
and scurities. The stock w,'as delivered to

secretary of Malli-htco, the stock was under

and i
not-?

s

-i-I

ibi-? and forn -- .
the Mallicks .:-i

$58,127 in stock -
me. As assistant
my safekeeping.

Holly,
of The

ny Citis to
ers and < in
ey the c.;ieS
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Thereaf ter,
Mall ightco,

I was in
Inc., under

charge of day-to-day
Mr. Mallick's direction.

operations

In 1981, Mrs. Wright left Mallick Properties' payroll
went on the Mallightco Inc. payroll at $18,000 a year.

and

Mrs. Wright pursued many business opportunities presented
to Mallightco, including, but not limited to the following:

1. Barite and chemical

2. Lou Farris-- Chain Bank

3. Everman Prop-rty

4. Nigerian Oil Trading

5. Matrtx Oil

6. Br:i)s River Vi -eyard and Winery

7. "Annie"-- the r vie

8. Oil and g=s investnen-.s

.i 1d i t ion va L

t~ -:all each,
" r zh_ nd M.

Cb-) s:ss b:nh i.

Mrs. Wright -net with
tes on so rany occasions tha
b,ut I attended dozens of
a, 11 ri m 1981 through

an- o,:t ide of oir offces.

Mr. Mallick and
t it is impossible
:.-etings with Mrs.
1384 on Mallightco

M. . apers or Mr. Phelan to sugest that Mrs. Wright
3i qt ,c-- is unreasonable and untrie. In addition to the

ab, pro<-:s, I kncw that Mrs. Wright regularly tracked
s~ inte--est rate trends and discussed on Ke

to :i .Dne y~ or'..7 ~i s-ance Mal-i-htco b:sine3s affairs."

N 7 D PON ',Y ?A? , t~ T5- .lay of Apr l, 1989.
/

;/ / -

>7 i
?airn~I 3

ni th

kGt,'KN "'VOER MY :.'D AND SEAL of office this 15th day Df
Apriml , 1. 8 .

Notary Publ c in and for the
State of Texas

,,:

450
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STATE OF TEXAS S

COUNTY OF TARRANT S

A F F I D A V I T

Personally before me, the undersigned authority, a Notary
Public in and for the County of Tarrant, State of Texas, duly
commissioned and qualified, there came and appeared J. B.
Williams, who being first duly sworn, did depose and say:

"My name is J. B. Will-iams, my address is 6150 Indigo
Court, Fort Worth, Tea 6112. I am Chief Executive Officer
of Southeastern Resources Corporation, an independent oil and
gas producer. Beginning in 1979, Congressman Jim Wright, his
wife, Betty Wright, George Mallick and his wife, Marlene
Mallick began a business relationship with our company which
led to the drilling of approximately 25 oil and gas wells over
a period of 2 - 3 years, with the production from these wells
continuing for approximately 10 years. The business
relationship began with a meeting in 1979 in which Mr. and
Mrs. Wright and Mr. and Mrs. Mallick met with our company and
various personnel, George Jett, Vice President of Field
Operations, Jean Williams, Executive Vice President, Dan
Flournoy, Comptroller, Bill McCormick, Field Engineer and
later on field people and other administrative personnel.

I had the perception that George Mallick and Betty Wright
made the ultimate decisions to participate in the drilling of

CD the wells with our company. That perception was simply
because Betty and George asked more questions, and Betty in
particular asked for and received the various contract forms
and geological data of the intended area of drilling interest.
Later on and for several years Betty made many visits to our
office to gather information on the joint interest. She also
made many telephone calls with regard to same.

To the best of my memory Betty made more than one trip to
Brown County for on-site inspection of the joint oil and gas
interest and on one occasion Congressman Wright, Betty, George
and Marl- ne visited several wells with me and I was impressed
by Betty's technical questions. my memory is not specific but
the impression lingered chat she, more than anyone else in the
Mallick group, including George Mallick, attempted to learn
the why and wherefores of the business in which the group was
investing its money.

On many occasions I made visits to the Mallick offices on
Hulen Street to discuss some aspects of the group's oil and
gas interest and in my memory George always called Betty into
these meetings and appeared to rely on her for dates, recall,
opinions and decisions. These are lingering and lasting
impressions as opposed to specifics, but I can testify under
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oath that though I was not aware of any details of an
employer-employee relationship between Mallick and Betty
Wright, she was in my strong opinion an integral person in the
on-going business affairs of the Wrights and Mallicks, and in
regard to their investments with my company, she took a
leadership role.

I have known George many years and greatly admire his
entrepreneurial enterprise but like most of us business types
his successes have been attendant with some failures. It is
not more than a personal opinion but during Betty's years with
George, I judged she helped him achieve a balance that he
didn't have in the years before or after their association.

This affidavit is given on a voluntary basis. I have
neither seen nor talked with Congressman Wright (except to see
him on television) since May of 1988. I have not seen the
Mallicks for several years, although I have spoken to George
on the telephone as recently as last month and we did discuss
the investigation. Congressman Wright, Betty Wright, the
Mallicks nor anyone else has asked me to volunteer this
information.

The purpose of this affidavit is to personally refute the
C) Ethics Committee allegation and accusations that Betty Wright

was a sham employee of George Mallick. I will be glad to
testify before any authorized investigative body to the truth
of these statements."

SWORN TO UPON MY OATH, this 15 day of April, 1989.

// J. B. Williams

GIVEN UNDER MY HAND AND SEAL of office this 15th day of
April, 1989.

NotarytP ic in and Txthe
State of Texas
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BODY:
House Democratic leader Jim Wright pays rent on a home district apartment

only on the nights he stays there, paying nothing for nights spent elsewhere, a
newspaper reported Sunday.

An official of a House ethics committee said the unusual rental arrangement,

which at one time allowed Wright to live in the apartment rent-free, does not
2 appear improper, the Fort Worth Star-Telegram reported.

- Wright, the No. 2 Democrat In the House, rents the apartment from business

associate George Mallick for about $21 a night, Mallick said.

Wright and his wife, Betty, are the sole occupants of the two-story
apartment at Indian Creek Condominiums, which has an unlisted telephone number
in Wright's name.

O- The apartment Is owned by Mallick's family. Mallick and Wright own

, Mallightco Inc., a diversified company. Betty Wright is a company vice
president.

The Wrights have lived in the apartment since 1983 and have not paid rent,

but Mallick said that in December he expects them to pay $21 a day for each day
. they used it since December 1984.

The Wrights also pay maintenance fees and utilities for the apartment.

The Wrights visit the district at least once a month.

Before moving into the apartment, the Wrights, had a similar arrangement in

another condominium owned by Mallick. From 1979 to 1983, the apartment was given
to the Wrights as partial payment for work Betty Wright did for Mallightco.

''It was really (more) an arrangement between me and Betty than me and Jim,''

Mallick said. ''I was the one who asked her to move into the apartment. This is
part of her compensation, and I feel compensated for the work she's done. I

don't think there is anything wrong with it,'' te told the Star-Telegram.

''It is not a gift,'' Wright said.

Ralph Lotkin, counsel for the House Standards of Official Conduct

Committee, Sunday refused to comment on the matter but told the Star-Telegram

LEXIS NEXIS LEXIS NEXIS
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the arrangement did not appear to be Improper.
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AFFIDAVXT OF 5. GENE PAYTE

THE STATE OF TEXAS)
) SS.

COUNTY OF TARRANT

Before me the undersigned authority on 
this date per-

sonally appeared S. Gene Payte, known to me 
to be the person

whose name is subscribed hereto, and he 
being duly sworn did

depose and say the following'

My name is S. Gene Payte. I reside at 6450 Sumac, Fort

V) worth, Tarrant County, Texas 76116. I have personal knowledge of

the matters contained herein.

On or about October 17, 1988, 1 was called to testify in

the proceeding before the Committee 
on Standards of Official

Conduct of the U. S. House of Representatives, 
in the matter of

Q> Speaker James C. Wright, Jr.

"1 I have read the Report of Special outside Counsel

Richard J. Phelan ("R.") on the Preliminary inquiry conducted

pursuant to the Committee's June 9, 1988 resolution, 
as it re-

lates to my testimony. (R. 85-86). I also have reviewed the

transcript ("Tr.") of my deposition testimony. 
The Report, and

also the conclusions reached by the special Counsel, ignores 
much

of the most pertinent testimony in the 
transcript, takes certain

statements out of context, distorts 
clear statements of fact and

in general, fails fairly and accurately 
to summarize the matters

as to which I testified.
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The conclusion reached by the Special 
Counsel that

"Wright violated Rule XLI1I, Clause 4 (R. 86) was based on his

categorical assertion that, "Gene Payte did not receive the

books." (Id.). The special Counsel asserts, payte 
testified

that he only received between 300 
and 500 copies of the old book

for his $6,000" (R. 86), and makes the flat statement, .."Gone

Payte did not receive the books" 
(1d.), citing as authority,

"Payte Tr. 77".

On the contrary, I did not so testify. 
I stated, not

once, but three times, that I believed 
1,000 books were delivered

-- to me. (Tr. 27, Tr. 40, Tr. 41). The Special Counsel ignores

this testimony. instead, he cites Tr. 77. That citation does

not support the Special Counsel's 
assertion. Transcript 77 shows

C that Congressman Myers - not I - made the comment, "I believe you

said you received three to five hundred 
books." I did not con-

firm his recollection, my reply being, 
"i would like to have the

new books." (Tr. 77). In fact, I never so testified.

Apparently, Congressman Myers had 
in mind a telephone conver-

satilon (a transcript of which I had furnished 
to the Committee)

which I had had with a reporter 
several months earlier when the

question had first arisen and before 
I had the opportunity to

check any records or refresh my 
memory. In that conversation I

had stated that over a period of 
time I bought and gave away

about a thousand books, but I also had stated in the telephone

conversation that I took delivery 
of, "Just four or five hundred

-2-
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books, or three or four hundred books." There had been some con-

fusion in that early telephone interview both an to the question

of whether I was to receive additional books from 
an anticipated

new printing and as to whether the books from the 
original

printing which i actually had received constituted 
what I termed

"delivery" of all of the books which I had purchased 
and which I

was to receive. At no time in my deposition before the Committee

did I testify that I had received only between 300 
and 500 books.

When Mr. Kunkle put the question to me directly, 
my response was,

1-0 "No, I think he delivered more than that." (Tr. 52). 1 did not

intend to say, and did not say to the Committee 
in my testimony,

that I had received only that number of books. However, I was

still desirous of receiving additional books which 
would identify

Mr. Wright as Speaker rather than Majority Leader. 
As I testi-

(~~) fied before the Committee (which testimony was ignored by the

Special Counsel in his Report), I believed that Mr. 
Moore had

delivered 1,000 books to me, but I was "not for sure" 
(Tr.27) and

I repeated twice thereafter that I believed I had 
received

approximately 1,000 books. (Tr. 40, Tr. 41). Later in my testi-

mony, when Mr. Kunkle asked if it was my best recollection 
that

JAM fact Mr. Moore delivered somewhere between 300 and 500 books

to me, I responded that :. thought that he delivered 
more than

that. (Tr. 52).

Since testifying, I have discovered positively that 
in

fact approximately 1,000 books were delivered to 
me. While I had

-3-



believed this to be the case, I had not 
been absolutely certain

of the fact. I now am certain. I had taken two large cases of

books to the home which i have in Rockport, 
Texas and had forgot-

ten this fact. These books, together with the books 
which I had

in Fort worth, totaled 1,000. To reiterate, I received all of

the 1,000 books which I purchased.

I also am disturbed by the false statements, 
implica-

tions and innuendoes contained in the 
Report relative to my moti-

vation in purchasing the books. AS I testified, it is true that

I had desired to make a cash gift to 
Jim Wright as an expression

C~) of appreciation for all that he has done 
for the community, the

state and the nation. (Payte Ex. 4, Tr. 21). 1 have made a

practice for several years of giving money 
to various charities,

- individuals, family members and things in which I believe. 
(Tr.

lot Tr. 35-36, Tr. 55, Payte Ex. 15). It is my belief that the

C) members of the Congress are underpaid, particularly with 
the

necessity to support two households, 
and I wished to make a

contribution to a Congressman whom I admired 
and whom I felt had

been of service to his community, state and nation. (Tr. 32).

Since I had not had any direct interest 
in legislation, had none

at tChe time and did not expect to have any 
such interest in the

foreseeable future, I had believed that 
it would be permissible

to irrake a gift with no strings attached to Jim Wright. However,

he refused to accept it. I then learned 
that he was interested

in distributing his book, Rfetos 
o a Public Man, as widely

as possible and I felt that it would 
be worthwhile to do so. T
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believed that distribution of the 
book, particularly among young

people, might encourage them to go 
into public service. (Tr. 28,

Tr. 32, Tr. 36, Tr, 53, Tr. 77). This was not a subterfuge to

attempt to put money into Jim Wright's 
pocket that I could not

otherwise give him, although of course 
I realized that he would

get some benefit from whatever the 
royalties might be. (Tr. 36).

The Special Counsel states in his 
Report, "Payte con-

tacted his attorney, Tom Law. Law and Payte continued to search

for a way to help Wright. Law suggested that instead of giving

Wright cash, Payte make a contribution 
to support bringing one

of Jim's book up to date with a new 
addition." (R. 85). That

statement is absolutely untrue. Mr. Law never made any such

suggestion. I made the decision on my own and 
later told him

about it. The statement that my attorney, Tomn Law, "advised

Payte how to make a cash contribution 
to Wright by paying to have

C) Wright's book 'updated." (R. 168) also is wholly untrue. Mr.

7) Law and I did not even discuss "how 
to make a cash contribution

to Wright by paying to have Wright's 
book updated". our only

discussion, before I decided to buy 
the book, was my having asked

him whether I could make a cash contribution 
to Jim Wright. He

asked me whether I had any direct interest 
in legislation,

whether I had had such an interest 
in the past, and whether I

anticipated that I would have in 
the future. when I responded in

the negative to each of these questions,~ 
he told me that he

believed that such a gift would 
be permissible, but that he was

concerned that there conceivably 
could be some Congressional rule

-5-



regarding such a gift which he would want to check out before he

gave me a final conclusion. He also told me that such a gift

conceivably could be misinterpreted and perhaps be embarrassing,

even though it was perfectly legitimate. He went out of the city

shortly after this conversation, and I proceeded to attempt to

make the gift to Mr. Wright. However, he would not accept it and

returned the check. At this point, knowing of Mr. wright's

desire to distribute his book widely, I made the decision to

purchase a large quantity of Jim Wright's books and support

bringing the book up to date with a new edition. I made this

decision on my own without consultation with Mr. Law. He later

wrote a letter to Mr. Des Kelly, President of the Wright Congres-

sional Club in Fort worth, and reported the facts to him as a

matter of interest. (Payte Ex.4).

C SIGNED this 21st day of April, 1989.

SWORN TO AND SUBSCRIBED BEFORE ME by S. Gene Payte, this
21st day of April, 1989.

STATE OF TEXAS
NJOPF m .Exp. M16/9 My commission expires:
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May 5, 1989

Mr, S. Goene Payte
6450 Sumac
Fort Worth, Texas 76116

Dear Mr. Payte:

it has come to our attention that on April 21, 1989, YOU

executed an affidavit addressing matters raised during your

testimony before the Committee on October 17r 1988. , In

particular, your affidavit 
states that you were called 

to testify

,pfore the Committee in connection 
with the Preliminary Inquiry

in the matter of Representative James 
C. Wright, Jr.; and that as

-& result of having reviewed 
the transcript of your deposition 

and

the report of the Special Outside Counsel, you have taken

-exception to a number of 
statements attributed to 

you at the time

AJ& ̂r tetmoy

Regardless of the position you have 
taken in your April 21,

-1989, affidavit, which has been publicly circulated, the fact

-temains that at the time of your deposition you were expressly

admonished by the Ranking Minority Member who presided at the

Cleposition "that these proceedings have 
been taken in executive

,Cesson, which means you are not to discuss anything 
that took

place here with anyone 
other than your counsel." 

The transcript

-)of the deposition reflects your agreement with the instruction

given to you by the Ranking Minority Member. 
See, October 17,

..1988, transcript at pp. 77-78.

In view of the foregoing, 
your affidavit represents 

a course

of conduct in direct violation 
of the admonition given 

to you at

your October 17, 1988, deposition. Accordingly, we wish to

notify you that the matter of your violation may be taken 
up by

the Committee and, once 
again, to direct you to refrain from any

further discussion of your testimony with anyone 
not serving as

your legal counsel.

SinceiQ

Jli n C. Dixon
manA

j hn T. Myers ci
nking Minority Mem er



Is XWht Getting a!air Shake.
I Know One of the Charges Is Wlong-Because I Was There

By John M. Barry

IKE MANY other journalists.
I have read Richard Phelan's
report to the House Commit-

tee on Standards and Official Con-
duct on House Speaker Jim Wright
and find much in it that is powerful.
But unlike my collegues, I have per-
sonal first-hand experience of one
charge he makes against Wright,
and it raises questions in my mind
about the accuracy of the special
outside counsel's report.

On Page 22 the report states, "In
a meeting with officials of the [Fed-
eral Home Loan) Bank Board and
FHLB-Dallas on February 10.
1987, in Wright's office, Wright
made it plain that he viewed the
outcome of the [Thomas] Gaubert
matter to have been extremely un-
satisfactory. The clear inference
was that Wright was not simply
seeking impartial consideration of
Gaubert's claim~but a change in the
Bank Boarl's regulatory response
to Gaubert Such use of Wright's
or'fluence is a violation of House
Rjle XLIII. :lause 1, as interpreted

, d- r opiri ,n number 1 "
Tht e',ics committee, by an 8-

to-4 vote did not charge Wright
,ilth a rules violation on this item. it
was a dehicate matter, as it always
is when a member of Congress, a
pohtical supporter like Gaubert and
a regulatory agency interact. Yet
sc.meone outside Congress, who
knt," nnthing of the meeting except
Phe'an's description of it, would
lkely cor,s,der Wright's action im-
proper and condemn him for it. And
Phelan seems to use Wright's con-
duct in that meeting as the smoking
gun in hi, brief against him.

I was at that meeting, sitting in
the back of the room, trying to
make myself inconspicuous while
taking notes for a book on-iron-
icaUy enough-Wright's use of
power in the 100th Congress. For
that book, Wright allowed me roe-
tine access to his private office dur-
ing 1987 and 1988. He has no ed-
itorial control over the book, will

1a nrs book, 07U A btion
ea thk Powr Jim Wrhtexd ad t
Wti of/M by wg" kP"L"a is *0 b @ i Rei.

not read the manuscript prior to
publication, has no financial interest
in it and his staff tried to talk him
out of cooperating.

The Feb 10. 1987 meeting is not
Phelan's entire body of evidence
against Wright on this charge. He
details two other contacts between
Wright and regulators---one when
Wright called Bank Board chief Ed-
win Gray and asked him to meet
with Gaubert. even though Gray
says he protested that it violated
agency rules. The second contact
came when Wright had Rep. Doug
Barnard (D-Ga) ask a question of
Gray at a public hearing, which
Phelan interpeted as pressure. But
according to Phelan's report, the
Feb. 10. 1987 meeting was the cru-
cial point at which Wright crossed
the line and violated House rules.

The regulators had asked for the
meeting even going through prom-
inent Democratic lawyer Robert
Strauss to get it. They wanted to
convince Wright to support a $15-
billion S&L recapitalization bill and
to drop his support for language
introduced by Rep. Steve Bartlett
(R-Tex requiring regulators to
gi'e ' tear3nce' to insttutions
trapped '-. the sagging Texas econ-
omy. Wright opposed the $15 bil-
lion and supported forbearance be-
cause he beiie,ed regulators were
abusing their power.

My memor, and my notes are in
accord. Gaubert s name was not
mentioned in *he meeting, not once
in roughly an hour

I nteres*'.g'v Phelan seemed to
concede t1at point, He neer
said that Wr;ght mentioned

Gaubert in the meeting. He claimed
only that Wright "made plain" his
desire for a specific regulatory out-
come.

Wright made plain no such posi-
tion.

Instead, the discussion was about
regulatory policy-what the regu-
lators would do with the $15 billon if
they got it. The only nuance at the
meeting came at the end, when, ac-
cording to my notes, one of the reg-
ulators said that Wright could cal
him "any time" with invidu prob-

Wright w= 't intereted in help-
in kdividualk, however. "I dw't
wut to do thst." be esonded I

don't ever want tc call you.' Earlier
in the meeting he had asked, "What
about all the other guys out
there? ... Is there a way to [give
forbearance] in a general way?"

It seemed clear to me that the
regulators believed-and feared-
that Wright was interested in helping
friends. Wright had tried to help at
least one very questionable thrift ex-
ecutive. But both the meeting and
watching Wright interact with S&L
lobbyists convinced me that Wright
was interested in policy. He was mis-
taken in his judgments about what
policy was appropriate-as the
multi-billion dollar disaster of the
savings and loan industry subse-
quently showed. And the campaign
financing system gave unscrupulous
thrift operators access to him to
make their case. But, from every-
thing I saw and heard, Wright's in-
terest was policy.

The ethics committee rightly dis-
missed the S&L accusations about
Wright.

But my experience with Phelan
greatly troubles me In August 1988
the ethics committee subpoenaed me
and my notes. I refused to deh er
the notes, citing my First Airend-
ment rights as a journalist Howeer,
an attorney provided by the Report-
ers' Committee on the Freedom of
the Press advised me that, b. vriting
a letter about the meeting-months
before the investgaion started-I
had inadvertently waived my right to
refuse to answer questions about it.

I did testify about this single meet -
ing and stated flatly that at no tir-..

did Wright put any pressure on the
regulators to do anything on behalf
of any individual whatsoe',er. I said
that repeatedly, in different ways.

Yet Phelan ignored my testimony,
charged Wright with violating House
rules and cited this meeting as his
smoking gun. His report does quote
me, but not on any substantive point.
I tried to discuss this discrepancy
with Phelan but he did not return re-
peated phone cans.

Perhaps smone else's testimony
contradicted mine. But I was the
only person in the room takmg note,
and the ony person without an in-
terest in the outcome.

And that raise the question t my
mind: How accurate is the rest of
Phelan's report?
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Mr. Richard Phelan
Counsel
House Committee on Standards of Official Conduct
HT-2
Capitol Building
U. S. House of Representatives
Washington, D.C. 20515

NAY01Ig

Dear Dick:

I have, as has much of the nation, been following at
least the media reports of your hearings concerning the Speaker.

Both as a lawyer and as a former member of the Select
Committee on Ethics in 1978 which drew the presently operable
code of ethics, and I might say as a Republican, I have become
concerned with the validity from a legal point of view of what
appear to be the two major charges against the Speaker.

As I understand from the media, the Speaker is charged
with accepting grdtuities in excess uf $100 in any given year
from someone other than one of the defined family members and who
has a direct interest in legislation before the Congress, as
appears in S 939.4 of the rules which is Rule XLIII, § 4. As a
select committee, we were very concerned with who should be
considered as having a direct interest in legislation before the
Congress. Quite obviously anyone who holds property in which
there is a latent capital gain has such an interest presently,
every employer and every employee has such an interest, members
of virtually all professions, every Social Security or welfare
recipient, farmers and even the homeless have such direct
interest. In brief, we all do.



Mr. Richard Phelan
April 20, 1989
Page 2

Therefore we sought to narrow the class involved to
those who were engaged in the business of lobbying legislation in
the Congress under the legal principle of expressio unus exclusio

ulterius. Since such persons were required to register, it af-

forded members a chance to determine their status before accept-

ing a gift. We added in definition of the persons we had in mind

the following provision:

Any person registered under the Federal Regulation of

Lobbying Act of 1946 (or any successor statute), any

officer or director of such registered person, and any
person retained by such registered person for the
purpose of influencing legislation before the Congress
shall be deemed to have a direct interest in legislation
before the Congress.

Either the legal principle of defining one class to exclude all

other classes doesn't work in congressional rule interpretation,
or we were not as adept legalists as we thought we were in phras-

- ing that section.

It is my impression from the media report of the facts

C) that, unless Mr. Mallick is a congressional lobbyist or an officer
or director or retained by such a lobbyist, gifts, if they were

such, to Mr. or Mrs. Wright would not fall within the prohibition
of the rule under which he is charged.

The other instance that concerns me is the Speaker

being charged with suggesting or requesting that book purchases

in bulk be made rather than honoraria being paid for speeches
which he made.

As you Nnow, tite appilicable rule, S 943,a(3)(d) expressly

excludes from "outside earned income" copyright royalties re-

ceived. Since the Speaker did not draft the rule and since the

rule expressly exempts the receipt of royalties, it is difficult

to see where the Speaker would be guilty of any wrongdoing or

violation of the rule if when he had received the maximum amount

of honoraria permitted under the 30% rule he told people who were

requesting him to speak that he could not accept more honoraria
without being in violation of the House rules but that he would

be willing to accommodate them in exchange for the purchase of a

given quantity of his books, which under the express provision of

the rules would permit him to retain compensation.
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Mr. Richard Phelan
April 20, 1989
Page 3

It could be argued, I suppose, that in some manner this
could violate the "spirit" of the rules, but it is difficult to
per-ceive what that "spirit" is. Certainly it is not the restric-
tion of outside income per se, since unearned income is unlimited
as is income earned from farming or ranching or any other family-
controlled business. It can't really be intended to put a limita-
tion on the time spent giving speeches or in other activities
outside of Congress since one is permitted to give four times as
many $500 speeches as speeches for which the maximum of $2,000 is
paid, and then of course there is not the faintest suggestion of
limit on unpaid speeches. I point this out because it seems to
me that one must follow the letter of the rule as opposed to
guessing what might be its spirit (see Jefferson's Manual S 285).

After all, all lawyers survive by advising clients as
to the letter of the law without attempting to always be able to
make sense of it. For example, under the tax code when interest
was generally deductible, if you instructed a lending institution
to merely add some interest that was due on a loan to the balance
of the principal and they did so, that amount was not deductible

C-) to the borrower; whereas if the person went to another bank,
borrowed the amount necessary to pay the interest and did pay it,
the amount was deductible.

Under present estate law, if life insurance policies
are placed in an insurance trust which can be completely revocable
and with the premiums still being paid by the insured to the
trustees, the face value of the life insurance is not taxable to
the estate upon the death of the insured; whereas otherwise it
is.

A significant capital loss is of [jot much use against
income unless before the end of the year sales involving an equal
amount of capital gain are taken which makes it fully deductible
from the gain, which otherwise would be taxed on the same basis
as ordinary income. So also, if a person has An extremely profit-
able year he can prepay deductible items for the next year before
December 31 and deduct them; whereas if he waited until January 1
to make those payments he could not deduct them. No one, not
even IRS, fights with the letter of the law in these cases and
neither do lawyers or accountants giving tax advice.

in summary, it seems to me that any qu,-alified lawyer
with whom the Speaker consulted as to whether or not he could, in
lieu of accepting honoraria, sell books on which he was paid a
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Mr. Richard Phelan
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Page 4

royalty without having the annual 30% limit apply, would virtually
certainly advise him that he could do so with propriety under the
definition contained in S 3(d) of Rule XLVII.

While naturally as a former four-term member of the
House I am acquainted with the Speaker and know him favorably
although not well personally, and I am hardly possessed of any
partisan interest in the matter, I would feel however that the.,
are serious legal shortcomings in what seem to be t1he two prin-
cipal charges made against him.

I am writing merely to suggest the reasons for my
concern to you, to the chairman and to the ranking member. Thank
you for considering my observations.

Yours v ry truly,

Har Id S. yer

HSS:b~c

cc: Honorable Julian C. Dixon
Honorable John T. Myers
Honorable Jim Wright
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Surely the same human

Wright Can't Get work in the House disclpi
Nevertheless. the rules of Pi

House ethics committee proiFair Hearing same committee members w
sue a Statement of Alleged

From Ethics Panel equivalent of an indictment.
judgment at the trial-like
hearing. This may be more el

Fortunately. under our system of crimi-
nal justice. this would be only a nightmare
dreamt by a defendant the night before

opening arguments at his trial. In the case

of the disciplinary system of the House of

Representatives, however, it's no dream.

This is the Kafkaesque nature of the sys-

tem in which Speaker James Wright must

now defend himself against charges that

he violated rules of the House of Represen-

tatives. The same members of the House

ethics committee who issued a five-count

Statement of Alleged Violations against the

speaker will now sit in judgment of the
charges they voted to bring.

Under Anglo-American law, the charg-

ing function is always performed by differ-
ent individuals from those who sit in judg-

ment of the charges at trial. Common

sense tells, us a grand juror couldn't rea-

sonably be expected to sit as an impartial

petit juror after he has already reviewed
the evidence and come to the conclusion
that there is probable cause to believe the

defendant committed a crime. Think of

how loudly the defense lawyers would cry

foul if Judge Gesell allowed one of the

grand jurors who charged Oliver North to

sit on his jury. The Constitution creates a

similar separation in the impeachment
process by providing that the House votes

articles of Impeachment, while the Senate

sits in judgment at an impeachment
trial.

those committee members at
millar with the facts, but It c

fair to the charged member

yamnc Is attry PincuL.
cedure of the
ride that the
io voted to is-
flolation. the

must sit in
dlsciplnay

fficlent, since
e already fa-
ertainly Isn't

The fact that the full House uiumawiyvotes to accept or reject the committee's
recommendation of discipline hardly
makes up for this procedural defclency,

since bythat stage. the momentum again
the member is overwhelming. No wonder
most of the media is speculating that Mr.

Wright's goose is now all but :ooked,

By FzANx A.S. C1 MUpKLL

Imagine a system of justice in which a

grand jury is led through a lengthy and ex-

pensive investigation by a prosecutor the

panel has hired for that purpose. During

the investigation, the target and his lawyer

are given an opportunity to appear and

state in detail the defense to the allegl-
tions, both through oral testimony and

written submissions. At the end of the in-

vestigation, the grand jury agrees with the

prosecutor's recommendatio to issue an

indictment charging numerous violations
of the law.

Then. incredibly, as the trial on the

charges begins. all the grand jurors file

into the jury box to sit in judgment on the

question of ggilt or Innocence. During the

trial, the defendant is haunted by a sense
of deja vu as he once- again attempts to

convince the jurors of his innocence, even

though he earlier failed-using the same

arguments-to persuade them not to Issue

the charges in the first place. Although the

jurors must now apply a stricter burden of

proof to find him guilty, the defendant
feels he is fighting an uphill battle because

the jurors' role In charging him has left

them with less-than-open minds. They're
not hearing the evidence for the first time.

and they have already reached at least

preliminary conclusions about the evi-

dence implicating the defendant in a viola-
tion of the law.

(27-

Even more troubling in the speake'scase are the reports that the committee'S
special outside counsel Richard Phelal
had numerous contacts with comnmlte"
members outside his formal presentalOiB.
According to the Legal TIme Mr. Pelan
and "various panel members dined out fre-
quently." Can these members now expect
to be viewed as objective judges Of Mr.
Phelan's final presentation of his case
against the speaker?

The truth Is that Hams member$ W I P1"too much of their colleagues on the ethis

committee by letting them perform both

the charging and judging functol at the

disciplinary process. At the very *st. the

appearance. if not the fact. of falmen suf-

fers under the current system. Members
should not be defending this process; they
should be changing it.

There is nothing sacrosanct about the

procedures followed by the ethics commit-

tee. Article 1. Section 5 of the Constitution
provides that the House shall have the

power to "punish its Members for disor-

derly Behavior," but doesn't say how it Is

to go about that task. The disciplinary pro-

cedures are established by the House In its

own rules of governance. They should be

changed so charges of violations of House
rules are decided by members who haven't
prejudged the evidence.

At the beginning of this Congress, the

speaker and minority leader appointed a

bipartisan task force In the House to re-

view its rules on ethics. This change in the

disciplinary process should be one of the

task force's first proposals for reform. In

the meantime, if the speaker wants a fair

hearing on the charges against him. he

should move to disqualify every member
of the committee on the grounds that they

can't render an impartial and unbiased de-

cision given their participation in the

charging stage of the proceedings. In sup-

port of his motion, the speaker should seek

from the cornfnittee an accounting of all

contacts Mr. Phelan had with the members

outside of formal meetings. U the motion
is granted. the House can then appoint new

members to hear the case who have not
prejudged the evidence.

Mr. Campbell represented then-Rep.
George Hansen (R., Idaho). in 1984 in his

cnrminal prosecuton for volations of the

Ethics in Government Act, and. folowing
his conviction. in the dssclinary proceed-

ings of the House ethics committee.
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Don't rush to pass judgment on Wright

WASHINGTON - To boirow the patois of

the House ethics committee, there Is now rea-

son to believe that Independent counsel Rich-

ard J. P1eln made a few more-than-minor
mistakes while fashioning the legal noose for

Speaker Jim Wright's neck last month.

For the vwly outnumbered minority of us

skeptics wh* are at least as troubled by Phe-

in's methuds as we are about Wright's tan-

91 finances. theme mistakes support the fol-

wing meuise to the rush-to-judgment ma-
Ourt Not o (at.

;W We now have the word of both the [emo-

4atlc chaluan and a key Republican mem-

ie of the Iel who wrote the House rules

more than Th!esr ag that Phelan Is wrong

In applying thi to the relationship betwen

-the speaker and Fort Worth businesaman
"eorge Ihllick.

Mcweover. at least two witnesses during the

* ethics ommttee's long Inquiry have cae for-

;ward to challenge the way Phelan used their

*testImony In his pr utorlal report to the
panel.

Finally. Information that has emerged

about On critlel matter still being Investigt-

ed - an oil deal last summer that benefited

Writ' blind trust - contradicts the selective

'and pre"dal mmmary of the sketchy facts

Phelan nm*d in the same report.
George MShck. for reasons Involving logic

as well as tW ! use rules, must have had a

direct Intere In legislation for his business re-

lationship with Wright. and employment of

Wright's wife. to have been unethical. After

all. the purpose of ethics rules Is to keep legis-

lative functions from being corrupted. not sim-

ply to'regulate friendship.
That Is why. according to Rep David Obey

(D-Wis.). who was chairman of the rule-wrlt- Phelan's report that "Gene Ilayte did not re-

Ing committee In 1977. the prohibition on gill celve the books." along with a page citation

of more than i100 was carefully restricted to from the unreleased transcript of his telimo-

lobbyists and their employers, people who ny to the committee.

maintain political action committees. and peo- incredibly, the only support for that asser-

pie with specific Interests that set them apart lion Is a statement by the panel's ranking Re-

from others of their economic clas. In addi- publican. based on a confused Interview iPayte

lion, as Obey notes. the advisory material pro- had with a reporter months before. As Payte

duced along with the original rule warned has since sworn In an affidavit showed me by

members to beware of gift-bearers "unleas Wright's office. he said on three occasions In

such gift is from a close. personal friend.' his testimony that he believed the 1.000 books

In his report. however. Phelan simply as- were delivered to him. Moreover. Payte says

serted the point In contention by stating that that after his testimony last October he locat-

Mallick had a legislative Interest "by virtue of ed the books In his two homes.

the fact that he had large holdings and Invest A similar account of i'lielan-wakrped testi-

ments. tt bh was ofed in last Sunday's Washing-

That assertion prompted a letter to Phelan ton Post by journalist ,John M Harry. which

from attorfley Harold S. Sawyer of Orand Rap- involved one of the rejected Phelan charges

about savings and loan ass ciation matters.

A t least two witnesses Finally, Phelan went beyond his facts In

have comeforuxzrd to raisflz prejudictal questions about the Fast
L h ne the way Phelan Texas oil and gas well that brought the

caeng Wright-Mallick investment company a

used their testimony. "o.000 proflt last year. The committee coun-

....... ...__________'_ _ )-. sei supported his suspiclons of Impropriety by

ds. Mich. - a Rpublican member ol the Obeyl ioting that the well had produced nothing to

panel. Sawyer wrote' "It is my Impresson demmlstrtth Its value.

from the media report of the facts that. unless This week. however, the lawyer for the oth-

Mr. Mallick is a congrealoial lobbyist or an er partlcipants In the denl relekaed a dorumnent

officer or director or retained by such a lobby- rdeferifig to tests performed three weeks before

Ist. gifts. if they were such. to Mr. or Mrs. Its sale that showed the presence of substan-

Wright (which they deny) would not fall within tial gas reserves In the field that more than

the prohibition of the rules under which he is Justiled its sale price.

charged." Perhaps in a formal. adversary proceeding.

To turn to actual testimony - concerning Phelan can prove his case. So far. though. I've

book purchases allegedly arranged to mask heard and read more than enough to realize

what should have been reported to the House that there's another side to this story: that It

as income - much snickering has been direct- hasn't received the attention it deserves, and

ed at S. Gene Payte. the Texan who wanted to that all Judgments should be % pended until

make a cash g1ft to Wright and ended tip pay- it does.

ing for 1.000 copies of his book. The alleged

violation here is based on the flat assertion In T'hofrs Oliphant I a Globe rolumnist.

6 j 1'
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iownthe ProsecuPath
In Bringing Jim Wright to the Brink, Richard Phelan Has Been
Both a Hardball Litigator and a Sweet-Talking Lobbyist

BY TRMRMOA

During a seven-hour opening argument
to the House ethics committee last Feb.
27, Richard Phelan, the special-outside
counsel named by the panel to investigate
House Speaker Jim Wright (D-Texas),
drove home the damning results of his
historic probe with all the fervor and dis-
dain of a veteran trial advocate.

At one point in the secret proceedings,
(-'cording to another person in the room.
Phelan seemed to shock some committee
members with the sharpness of his attack.
To dramatize what he believed was the

-hamn of Wright's partnership with Fort
Worth businessman George Mallick, who

'lid engineered nearly $120,000 in loans
to the Wrights from a corporation the two

-Tamilies had founded, Phelan raised the
troubling specter of a death among
"hends.

"Does anybody really believe," Phelan
Id. according to the source in the room,
".that if any one of these people were to

'Nie that these loans would ever have been
aid off?

'Come on," Phelan continued, his
',oice thick with scorn. 'Come on.

Phelan's righteous, aggressive tack that
day and throughout his 10-month, $1.5
million investigation has brought Wright
to the brink of political oblivion. But
bringing down the speaker--if it should
happen--will have taken more than moral
indignation on Phelan's part.

The 51-year-old founder of Chicago's
Phelan, Pope & John made his case
against Wright by dint of deep in-
vestigation and a savvy structuring of his
findings-the skills of any good trial
lawyer.

But he also employed some old-
fashioned litigator's hardball, and he
found a new forte as a sweet-talking
lobbyist for his cause. At a number ofltey
points in the course of the ethics panel's
probe, Phelan's adroit combination of a
litigator's relentlessness and a Chicago
Irishman's flesh-pressing charm carried
the committee further and further down his
prosecutorial path.

For Phelan, this success and the politi-
cal chaos it has caused marks a justifica-
tion of his painstaking, wide-ranging in-
vestigation. In the middle of the turmoil.
Phelan is riding high, obviously proud of
his handiwork.

RiharPhelnonWright tic

"It's all in the report. all very well-
balanced and judicious," Phelan says,
referring to the 279-page summation of his
findings. "I wrote large parts of that re-

SEE PHELAN, PAGE 13

mwmm
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Phelan Prevailed With Deep Probing, Savvy Presentation
PHILAN FROM PAGE 1
port, edited all of it. and it's mine. It's all
mine.

Phelan's hard work paid off last
Monday, as the House Committee on
Standards of Official Conduct hit the
speaker with formal charges that he had
violated House rules on 69 occasions. For
Wright and his lawyer, William Oldaker
of the D.C. office of Los Angeles' Man-
att, Phelps, Rothenberg & Evans, the eth-
ics panel's action fell like a thunderbolt
into their carefully conceived defense
strategy of portraying Wright's failings as
simply technical violations.

The threat to Wright's speakership has.
sparked a few of his allies into attacking

Thelan's conduct; some have even stooped
,tg simple insults. And while Phelan has

dnied that he has any vendetta against the
speaker, the scornful tenor of his report,
and his questioning of some witnesses Rep. Julian Dixon (center) gave Richard Phelan (right) the green light to expand the Wright probe.

Adpring the probe. belie his claims that he
was just "'an impartial fact-gatherer"

Rep. Alan Mollohan (D-W.Va.), the
-Speaker's most loyal supporter on the eth-
.Ls panel, Is especially angered with
Phelan's prosecutorial posture, according

one source close to the panel's delib-
erations. During Phelan's final presenta- I
4on to the committee, Mollohan grilled

im over what the congressman saw as a
*,holly one-sided interpretation of the
&vidence.
, here is the rest of your analysis'?
Where is the impartiality?" Mollohan

,demanded of Phelan, according to this
source.

Moreover. Phelan's enthusiasm in
making his case against Wnght led him to
urge the committee to take what many be-
lieve is a radically expansive view of
congressional misconduct. The most
controversial of Phelan's findings-
affirmed by an 8-4 vote of the ethics
panel-is the assertion that Mallick, be-
cause of his general business activities,
had a direct interest in legislation that v, as
before Congress.

Many House members fear that this
stringent standard makes routine, private
transactions suspect. They feel that
Phelan's lack of understanding of Con-
zress warped his perspective of a
member's responsibility.

"This is a uy \%ho has been shocked by
he normal course of business in Wash-
ngton, " observes Rep. Andrew Jacobs of
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Indiana, a maverick Democrat who is not

considered a close ally of Wright's.
If Phelan does have a differ eat view of

Washington affairs, he managed to per-
sude the veteran legislato s on the ethics

panel to adopt it. And his success on that
issue was just the final fruit of his long

courtship of the panel's members.
From the beginning of his tenure with

the committee, Phelan carefully cultivated

fth men %Vho would ultimately judge hi
efforts, according to lawyers who dealt

with the probe. He and various panel

members dined out frequently; in fact, the

deposition of one witness, Mallick's as-
sistant Pamela Smith, was prematurely

halted because Phelan and Rep. Charles
Pashayan Jr. (R-Calif.) had reservations at

awilunese restaurant and did not want to be

late, according to another person preseti

at~ e hearing.
Phelan also traded friendly advice witi

Rep. Thomas Petri (-Wi.) on the subjec
of vacation homes in the Upper Midwest

He spoke proudly with others on the pane

of his membership in some of Chicago
toniet private clubs .,

And just days before the panel's charge

against Wright were made public, Pliell
and Rep. Ch=e Atknd (D-M -.) we

(icosted at gunpoint in front of the S
preme Court. The two were retrig fr

"4dinner at Adirondacks, the posh, ne

Union Station restaurant.
-) All this wining and dining of the col

mittee membe,--the judges and jurors

the Wright case- may account for so

of the $150,000-plus Phelan has run uP
>out-of-pocket expenses" over the cou

of his probe. If so, it was money w

spent. Phelan clearly enjoys the trust I

goodwill of most committee members.

Phelan declines to comment on

substantive aspect of the caw, but he

scribes his diverse work with the c
qitte as having been highly rewardinli

-It's been difficult, intense, and

tainly interesting." Phelan says. "Yc
operating on a lot of levels."

Of course, charm alone would not

carried Phelan far in a case agains

most powerful man in the House. Phe

investigation, as revealed in his repo

by his questioning of witnesses, wa

pressive and imaginative.

Expanding Probe

What began as the rather flimsy 1

of Rep. Newt Gingrich (R-Ga.) to

Wright during an election year beca
Phelan's hands, a broad-based indi,

of much of the speaker's personal dealings
over decad" in public office. Phelan used'

t orignalchagesroht by Gingrich

as a s;ringboard into all of Wright's fi-

nancial affairs-

The key decision enabling Phelan to

take his investigation deep into Wright's

life came last September, after Mallick

made his first appearance before the

committee. Phelan's task in questioning

Maick, Vacorngto the original charges,
was to probe Wright's "use of a con-

dominium in Fort Worth," a property
down by Mallick.owne two days of questioning 

Ma-

lic-wot salso re preented by Old-
i aker-Phela sought by subpoena all

documents relating to Mallightco, the

D corporation Mallick and Wright foudd

Oldaker moved to quash the subpoena -

on the ground that it was outsidethe scope

h of the original charge aaing WriSht.But
h Rep. Julian Dixon (DCAlf.), the co-.

t mittee's chairman, found phelm" requeN

relevant and denied Owdoe a motion t

, quash. With that, Phelan was off and

running into the byzantine dealings of

es Wright and Malck.

Wright's allies have chargd that

r Phelan, by prying op9 Oti crg -

u- cerning the condonwriua intoa mmM

.. probe of Mallightco, wentfabey d t
S orig scope ofthe inquy. pheland

his team have consistently dim

m- complaint.
Ain sub aen tobe isdbaltob

me signed by the chairman or rankini

in member," say&,William Kunkle Ir.

,se Phelan's partner and No. 2 man in th

ell- probe. "The notion thatwe flimzned if

and committee of 12 membern of Congress
silly."

any Kunkle, a portly, nonoe. form

de- prosecutor who spent 13 years in the 0

:Om- ice of the Cook County State's Attofe
w. as brought into the Wright probe at '

cer- )utst. joining him from the, Chicago fur

: 're was Michael Howleti Jr., a former ass

ciate judge of the Circuit Court of Co

have County. Howlett is known to have po1i

t the cal ambitions in Illinois; he ran for li
ian's tenant governor in the 1986 Democnr
. and primary on a ticket with Adlai Stevens

s im- UI, only to be knocked off by a suppo

of Lyndon LaRouche.
Phelan also enlisted five associates fi

his firm in establishing what became

ffors "OSOC," or Office of the Special (
harass side Counsel. The eight lawyers billed

me, in committee for more than 6,000 hour

ctment legal work at a rate of $125 per hour,

below Pelan's standard S200-pls houry
ratei.awT Ipelas team steepd themin in

the arcaina of House N le and pr eed

ad combed the grow of Wright",Ca-

reer. They were CO.tIweulPOeVd
and thorough, according to severl law-

yer who dealt with thent.
But Phelan bestowed hi good humnr

selectively. While some witnesses were

welcomed by committee members, the

first words others heard were the penalties

for perjury. Some witnessea had an op-

portunity to discuss their testimony in-

formally prior to being swOrn, and othe

were simply hauled in and grilled.
Kunkle, however, rejects the contention

that the PheiM crew went after anybody.

"At those depositions at which I was

present them wasn't ever an instance that

wasn't totally professional or appropri-

at," hedecl ai .5_
still. the sweepng discovery ngqueZ

the Ubltment of key figur in the

pob ,es - itmemnou in detail, and the

iforem ful tts llsumnntio are all ha&-'
makS ofa tough litigaU. Phelan handled

effectively, all the tools of his trade. His

finalarlument before the ethics pawel

saw th1W~jk&co0meIto fruition.
According to a source who watched

Prela in's gj ODia, the stentorian orator

began with a very moving, very stir-

t- rb dis mOf the signcaw. oI
Wriolg caw. ethen outlined each ofIs

counts agai" Wright. taking questions

I Ln W "AMSasbewent alon "

Phelan originally sought to cite Wright

e for violating House rules on 116 occa-

a sions. But he ran into fierce opposition

is from Democratic and Republican mem-

bers of the panel on a number of his as-

sertions, especially his charges that

f, Wright's intervention with federal reg-

y, ulaton on behalf of Texas savings-and-

its loans operators was a violation of House

am rules.
"-It was frightening and threatening to

Ok the members, and he never backed off,"

iti- recalls one witness to the proceeding.
eu- But Phelan's tenacity carried the day as

atic he outlined Wright's relationship with

son Mallick and William Carlos Moore, a

rter former Teamsters official who published

Wright's book, Reflections of a Public

om Man. Phelan charged that the book was a

the front to allow Wright to convert honoraria

)ut- into royalty income in order to evade

j the House Iim;t s of outside earned income.

rs of

well
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PHELAN FROM PAGE 13

Phelan heaped ,corn on botl
dcnded Moore's qualifications
a puhlisher, during the probc.
tii)ed licrjr%, aL'¢nt N1 ,miin .jan
expert 'itness to denipratc Wrij
pro ject (thrnughout the Pheldn
%,)rd rnali.%.. hen used in c
ith "'right. is plated in quolesi
And Phelan sa%,ed his fier

detonation for ,Mallick Whe
pres ed outrage that fallick-a
Phelan carefull) pointed out inh
earned his high-schctul degree in
and was eduated no further-v
h.% % right to prepare a refoxrl on
n n.-and-loan crisi in Tesas.

koiC rose Aith indignation, acci
the source present at the time

-This man." Phelan thundere
commissioned a committee of 0
gress 'Willyou stand for that ""

On that particular count, th
commitee decided it could stand f

But pcrhaps the turning point
committee deliherations came
Phelans arguments on Feb 27 A
sAho vA tnes ed the debate recalls
tense la erng that surrounded th
tion of Ahich standard of es ide
committee Aoulj api" 1 Wright's
that un.-ure The Fanelt, JecsIlon
pistlx I,, the pea er f,,r'.ne,

A., isue Av sAheier theC crcud !,, a- Phe:an e, ,Jence
e e t- o eeinp if it -"c earl an

S5nTp1 led them to hase a ''reason
ljes "'Wright had done sarong Af
ehuastie mnetigahion. Phelan he
he had marshaled enough evide
demonstrate that Wright had "clear
con Inc ingl, "-broken Hlou,,e rules

Bu, a( Phelan began to arlicula
tugh standard. aid urge the ethic,,
t1( cite Wright for breache, ( flouse
Ralph 14. the panel's rmancnt
c,,unset Rel,,e in Ltkin noted th
cnmnitlee 's rules proide for a
threshold of guilt at the "prelimina
quiry stage of the proceedings

All the panel had to decide at that
Lotkin observed. wasthat there was
son to believe that Wright had br
House rules During the "discipl
hearing" that would follow. the fos

standard %, ould he employed
Oldaker. hovwe er. %,anted the panel to

h men He depart from t prncedures and cornpre%.s
r the two stages into one lie figured that.to beconie h urging the panel to Ithe "clear andhe enlisted con ncing'" standard, fe~r of Phelan'sk Iow a% an c :unt, % s,,ld he su,taincd And since atght's b.wik that pint Oldaker thoughi the %or,,trepoxrt. the ch.ie,, agin A riJchri ould be di,.onnection Cli sure rin!atons the speaker's tean1

deciderdi, take their lumps and gut it outrcest con. in the f)litcal arena
en he ex. So Oldaker countered Lotkin b point.map rho, ingout the extraordinar% nature of thehis repr . Aright case He claimed t'hat b, all,,Ainpthe Ami % him to make arguments befure" the com.,as asked rittee, the ad'erarial setting of then the sas " harin,.'" hd alreaJ% beenPhelan's reli;ed And after 7.1'i-n%% e. hundredsording to of ethibits and millions of dollars.

Phelan's case was not going to get an)d. "was s!rongcr Oldaker saidhist Con- B L Lokin and Phelan persuaded the
eh cs rn,,! tee to %tick to the lciter of wts pro-ic ethic, cedure, The Panel adopted the loweror that threshold. Wright %as cited dozens oft of the hlne, and. torp it off. Phelan' ;notelearls in theor-, of % hat conottutes a direct interestk source in leg!jton % adopted. too

the in- Ahen the panel's actions 'ere an-Se que- n,-cunced la M ondas the political furiesnce the dc,,.nded or n" r!ht
care at \.,4 %k,.ght ha, changedU tiatcs andpro.ed e -de tit ,atc Phelar to the hitter end

> .':,e s.O. a'J -n, re-r- call- request.
MI t rIc .,'-re c-,n he case ai ala eel is'A'lth an ha r. ,' the ...e ail, of the next oaged con- in thi prxess t Phelan

guilt or One pcshle enario that seems in-to be- creaslngl, likely, is an open. full-fledgedftier his disciplnar, hearing before the ethicselieed panel The hearing is in essence a tIalnce to The speaker Aould take the stand in hisrlI and o,,n defense the moment ,,uld undoubt-
edls he broadcast on lie te:evoion, andte that R char Phea uld step into the higgetpanel crck-cijn:nat(,rofhi, Hfe

rule. In the midst of tbr, j' -mif. i l naelsroitmchief Phelan fend, off the o', iou,, qucvi-ns
al he ai-,ut fit, ossn amiton, aficr the Arightlower case At 51l. the man knovn around hisry in- fim) simply as "The Presence" disclaims

any notion thar he might run for officepoint. ith a folksy charm that already rings of as rca. sound bile
token "I don't have any political ambitions."inary Phelan says with a hearty laugh. "1 justugher want to try lawsuits." 0

IIIW



B:s::r Globe A;.ril 23, 1989

SUber speaks up for M. Wright
BL President John Silber in a Channel 56 rtervu ,!shed

uled to air today
"I think there s something wrong with a system in whict,

millionaires can continue to recei e seeral hundred thousand
dollars a Year from their blind trusts or their not so blind
trusts but a politician like Jim Wright. who !s a poor man andwhom you can examine to the last detail and you wll find out
that he is a poor man still a poor man thai somehow, he s
done ',me!L,;ng !nquItous if he ret-eives $55.000 in a ro~al
ties

"i think Jim Wright was not ,,en sophisticated about this
He could have gone to a different publisher and probably re-
cei'ed $500.000 in a roValty)ad,.ance for his book instead of a
mere $55 000

Tip 0 Neil; ree:ed more than a million dollars for his
bonk and the one thing you can sa% for Jim Wright is that he
wrote ever word of itThai Wright's, wAas a fine bok Ii reealed a fine man
and I don! like to s.e fine men driten from public office

7ITip 0 Neill was a fine man And I Aouldn't crilicize him
be, aj '3,c made a million dollars ar -mure than I ,,ould crit.
cize Mr Heinz from Penns)lan:a beca..se tie as rn ith
millicns of dollars



ROBERT N. REEVES, P.C.
ATTORNEY AT LAW £rl 1 :I,'?

COIT CENTRAL TOWER

12001 NORTH CENTRAL EXPRESSWAY

SUITE 570, LE 1 12

DALLAS. TEXAS 75243

DALLAS. TEXAS WASHINGTON, D.C.

214-490-9510 202-243-3100

December 13, 1989

Mr. Danny L. McDonald, Chairman
Federal Election Commission
Washington, D.C. 20463

RE: MUR 3000 Majority Congress Committee and Robert N. Reeves, as Treasurer

Dear Mr. McDonald,

This letter is in response to your November 15, 1989, letter to me which was
not received until November 30th.

"'N

The Majority Congress Committee does not have any records to examine to pro-
perly reoly to your inquiry. Mrs. Marge Youngblood of the Wright Appreciation

Committee (who is now retired) is the only person available with information

and access to records to help me determine what happened in 1985. Mrs. Youngblood
-- has neen out of town and unavailable and also has been ill during this period of

time. - have subsequently been able to discuss this matter with her this week
arid we Ioth feel that given some additional time we will be able to examine the

recocs and develop the facts necessary to show the Commission that the Majority

0 Congress Committee did not violate any regulations of the Federal Election Com-

mission. Therefore, I respectfully recuest an extension of time until Year-End
January 31, 1990, in which to complete my investigation and reply to your inquiry.

i realize that extensions of time are not routinely granted; however, I feel

"a- e unusual circumstances in this case and the length of time involved

A<arr=: Your consideration of my requested extension.

aor your coooeration.

Ieves



0 •
LAW OFFICES OF

HOOD ANDERTON POOLE & MOFFE-I
A PROFESSIONAL CORPORATION

4848 RENAISSANCE TOWER

1201E LM STREET

DALLAS, TEXAS 75270

TELEPHONE (214) 761-1100

TELECOPIER (214) 761-1159

December 14, 1989

The Federal Election Commission
Washington, D.C. 20463

89 DEC 18 ANI0:27

-v -

-A)

Re: MUR 3000
Jet Fleet Corporation

Gentlemen:

Enclosed is Jet Fleet Corporation's Response to Subpoena
previously served upon it. Also enclosed is a photocopy of the
Response, which we will appreciate your marking "filed" and
returning to us in the enclosed self-addressed, stamped envelope.

We appreciate your cooperation in this matter.

Very truly yours,

Benton J. Pocjo

BJP/j Iz
Enclosure

JOE T HOOD

STEPHEN R ANDERTON

BENTON J POOLE
SAM L MOFFETT

j E CALLAWAY

FRANA G MCDONALD



MUR 3000

BEFORE THE
FEDERAL ELECTION COMMISSION

OF THE
UNITED STATES OF AMERICA

RESPONSE OF JET FLEET CORPORATION TO SUBPOENA

TO THE FEDERAL ELECTION COMMISSION:

Jet Fleet Corporation hereby files the following responses to

the subpoena served on it by the Federal Election Commission on

November 27, 1989:

RESPONSE TO QUESTION NO. 1: The usual and normal charge for a

charter trip such as the one in question during that time frame

would have been as follows:

2631 mi. @ 4.98
Overnight fees

$

Federal Excise Tax $
Catering
Total charter price

A copy of the rate schedule is attached.

?13,102.38
524.00

?13,626.38

1,090.11
45.99

;14.762.48

RESPONSE TO QUESTION NO. 2: A copy of the Aircraft Management

Agreement between Jet Fleet Corporation and Kenneth C. Hood is

attached.

RESPONSE TO QUESTION NO. 3:

attached.

A copy of Invoice No. 9372 is



RESPONSE TO QUESTION NO. 4: A copy of the maintenance/trip

summary log is attached.

RESPONSE TO QUESTION NO. 5: Jet Fleet Corporation is not aware

of any contact between its personnel and either Edwin McBirney or

Thomas Gaubert with respect to the June 30-July 2, 1985 trip. In

this connection, Mr. Gaubert was a passenger during the referenced

trip, and although neither of the crew members (Bob Poteet and

Scott Schlegelmilch) recall any specific contact with Mr. Gaubert,

there might have been conversations between Mr. Gaubert and the

crew of the airciaft.

JET FLEET CORORATIO -

By: -

oe&on GrWoe ,Treasurer

STATE OF TEXAS §
C) §

COUNTY OF DALLAS §

BEFORE ME, the undersigned notary public, on this day
personally appeared Gordon Graves, who being by me duly sworn on
his oath deposed and said that he is the Treasurer of Jet Fleet
Corporation, duly qualified and authorized in all respects to make
this affidavit; that he has read the above and foregoing Response
of Jet Fleet Corporation to Subpoena; and that every statement
contained in the answers is within his knowledge and true and
correct.

SUBSCRIBED AND SWORN to before me on the ,> day of j i
to certify which witness my hand and official seal.

/". . ,4, .,- -- , t

Notary Public in and for the

State of Texas

My Commission Expires:

- i
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rJET FLEET CORPORATION

CHARTER AIRCRAFT RATE SCHEDULE

AIRCRAFT BASE CITY

Dallas, TX

Midland, TX
San Antonio, TX

TYPE
AIRCRAFT

RATE
PER MILE

BAC 1-11
Fan Jet Falcon 20
Learjet 35
Learjet 25
Citation I
Conquest I
Gulfstream I
King Air 200
King Air 90
Cessna 414
Baron 58
Citation II
Fan Jet Falcon 20

9.50
4.98
3.00
2.76
2.33
2.10
4.73
2.35
2.10
1.75
1.25
2.67
4.98

PASSENGER
SEATING

24
8-9

8
7-8

5
5
1b
8
6
5
5

7-9
9

Crew Expenses-S137 per night, per crew member, on
actual expenses on international flights.

domestic flights;

Minimum Usage-Two (2) hours per day average usage required on all
o equipment. Unused time charged at $190 per hour on Cessna and Baron;

$385 per hour on King Airs and Citation I; $475 per hour on Citation
II; $500 per hour on Learjet 25 & 35; $625 per hour on Falcon and G-I;

- $1,200 per hour on BAC 1-11.

Short Leg Fee-S1.UO per mile for any unused portion o a minimum 300
miles per leg, to compensate for increased fuel consumption. (Except
Cessna 414, Baron, or King Air.)

Taxes-8% Federal Excise Tax applicable to passenger tlights; 5% to
cargo.

International Flights-Customs, immigration and special handling
charged at cost, plus an administrative fee of $150.00.

Special Catering-Actual cost.

NOTE: NO FUEL SURCHARGE IS ADDED TO OUR PRICING.

Revision Date: 4/01/85

P.O. Box 7445 e Dallas, Texas 75209 o (214) 350-4061 e Telex 73-0773



rJET FLEET CORPORATION

AIRCRAFT BASE CITY
TYPE

AIRCRAFT
RATE

PER MILE
PASSENGER
SEATING

Teterboro, NJ

Washington, DC

Learjet 35 (2)
Learjet 55 (2)
Learjet 25 (3)
Learjet 28

Learjet 35

Crew Expenses- $100 per night, per crew member, on domestic flights;actual expenses on international flights.

Minimum Daily Usage-1200 miles average utilization per day required.
Unused miles charged at $1.25 per mile on Learjet 25's and Z8; $1.5U
on Learjet 35's; $2.O on Learjet 55.

High Density Airports-S100 for each landing at any the following major
airports; Atlanta, Cleveland, Washington National, Denver, D/FW
Regional, Detroit, Newark, Houston Intercontinental, Las Vegas, Los
Angeles, Miami, Kansas City, Minneapolis, New Orleans, Chicago,o Philadelphia, Pittsburg, San Francisco, St. Louis, Seattle, Montreal
and Toronto; $200 for landing at New York LaGuardia, JFK or Boston.

Taxes-8% Federal Excise Tax applicable to passenger flights; 5% to
cargo.

Short Leg Fee-$200 aaditional for each leg under 300 miles.

International Flights-Customs, immigration and special handling
charged at cost, plus an administrative fee of $150.

Special Catering-Actual cost.

NOTE: NO FUEL SURCHARGE IS ADDED TO OUR PRICING.

Revision Date: 9/27/84

P.O. Box 7445 e Dallas, Texas 75209 * (214) 350-4061 • Telex 73-0773

$3.25
4.40
3.00
3.00

3.25

I
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AIRCRAFT MANAGEMENT AGREEMENT

This Agreement is entered into for the purpose of providing

for the operation of an aircraft under the terms and conditions

herein by and between Jet Fleet Corporation, hereinafter referred

to as "JFC" and the Aircraft Owner identified in Exhibit A, which

is attached hereto and incorporated by reference herein for all

purposes. For and in consideration of the mutual covenants herein

contained, the parties hereto aqree as follows:

I.

Obliaations and Performances

of Jet Fleet Corporation

The obligations and performances of JFC under this Agreement

shall be as follows:

A. Selection of Aircraft and Equipment. JFC has assisted

the Aircraft Owner in determining the appropriate type and con-

C) figuration of aircraft for operation under this Agreement. JFC

has assisted the Aircraft Owner in the acquisition of the Air-

craft. All costs and exoenses incident to acquisition, equipment,

financinq, and certification of the Aircraft shall be borne by

the Aircraft Owner subject to prior written approval of the

Aircraft Owner of the actual or estimated amount thereof.

B. Certification. JFC will place the aircraft described

cn Exhibit A on the FAA Operating Certificate u"SW-DAL-73T issued

t.2 FC.

C. Insurance. JFC has assisted the Aircraft Owner in ob-

taining appropriate and comprehensive insurance coveraae on the



Aircraft at the most reasonably obtainable rate. This coverage

insures the aircraft hull value and provides single limit liabil-

ity coverage totaling a minimum of $35 million with both JFC and

Aircraft Owner as named insured. This coverage also provides

thirty (30) day cancellation notice to JFC and Aircraft Owner.

Owner shall reimburse JFC for such insurance costs upon invoice

by JFC if JFC supplies said insurance.

D. Flight Crew. Flight crew personnel shall be employees

of JFC. Flight crew salaries and benefits shall be borne by the

Aircraft Owner as part of the expenses of operating the aircraft

01\' at JFC's regular rates which are set forth on Exhibit "A" and

which will not change without prior written notice to Aircraft

Owner.

E. Crew Traininq. JFC will be responsible for ground

school, flight training and flight checks which insures the flight

crew meets or exceeds Part 135 Airline Standards for flight

proficiency, safety and aviation knowledge. Flight Crew training

expense shall be borne by the Aircraft Owner.

F. Flight Operations. Flight operations of the Aircraft

shall be subject to JFC's exclusive control, JFC has prepared

procedural guidelines for the safe operation of the Aircraft in

accordance with applicable FAA regulations, the capabilities

established by the Aircraft manufacturer, and the safety and

operations standards and policies of JFC.

G. Flight Dispatch. JFC shall record and coordinate all

trip requests, and shall be responsible for all details of

scheduling, dispatching, and flight following the Aircraft.

-2-



H. Aircraft Maintenance. JFC shall schedule proper

maintenance and inspection of the Aircraft and equipment in

accordance with FAA regulations and as directed by the manufacturers

of the Aircraft and its equipment. JFC shall advise the Aircraft

Owner of all FAA airworthiness directives and mandatory notes.

JFC shall maintain all required maintenance records. All repair

and maintenance shall be planned to avoid unnecessary conflict

with trip schedules when possible. All expenses of repair and

maintenance of the Aircraft shall be borne by the Aircraft Owner

as part of the expenses of operating the Aircraft and will be

promptly billed to Aircraft Owner. All records kept by JFC

relating to the Agreement shall be available to Aircraft Owner

for inspection and copying at anytime during business hours.

I. Accountina Services. JFC shall maintain an accurate

record of each trip flown, consistinq of time enroute, fuel

consumed, route flown, passengers carried, and the names of the

flight crew. JFC shall be responsible for billing all charter

customers and JFC shall be responsible for credit approval and

the extension of credit to all charter customers unless otherwise

agreed. In the event of non-payment of any charter customer, JFC

shall be responsible to the Aircraft Owner for all Direct Operating

Costs of that charter customer's trip. (See budget attached for

definitions of Direct Operating Cost) JFC will prepare and assist

the Aircraft Owner in filing applicable fuel tax, FAA, CAB or

Federal Use Tax Reports.

J. Annual Ooeratina Budcet. JFC shall prepare and submit

to the Aircraft Owner for his approval a budcet for the operation

-3-



of the Aircraft. The Aircraft Owner shall pay JFC in advance for

all budgeted monthly fixed expenses. Also, the Aircraft Owner

shall pay JFC upon invoice, for Aircraft Owner trips at the Direct

Operating Costs. Accounts between JFC and the Aircraft Owner

shall be reconciled to reflect actual revenue and expense monthly.

Estimates of revenue, Direct Operating Costs, and other items of

expense shall be reviewed and revised every six months to reflect

price changes and operational experience.

K. Marketing. JFC shall be responsible for all marketing,

advertising, and charter sales promotion of the Aircraft, which

shall be conducted on a nation-wide basis in a manner and through

use of media deemed appropriate by JFC.

L. General and Administrative Facilities. JFC shall

provide the Owner with the use of the conference room, and other

facilities located at JFC's principal offices at Dallas Love

Field Airport.

~II.

Oblications and Performances

of the Aircraft Owner

The obligations and performances of the Aircraft Owner under

this Agreement shall be as follows:

A. Accuisition of the Aircraft. The Aircraft Owner shall

be responsible for the cost of acquisition, financing, ecuipping,

registration and certification of the Aircraft.

B. Operation of the Aircraft. The Aircraft Owner shall be

responsible for all costs pertaining to the operation of the

-4-



Aircraft, including but not by way of limitation, the costs of

fuel, flight crew, insurance, repairs and maintenance (except as

provided in paragraph I above relating to charter customers other

than customers sent to JFC by referral by Aircraft Owner in writing.

C. Payments. The Aircraft Owner shall make all payments

provided for herein to JFC at its principal office in Dallas

County, Texas, in a timely manner.

D. Management Fee. In addition to any other payments

required under this Agreement, the Aircraft Owner shall pay to

JFC an aircraft management fee of $36,000.00, payable at the rate

of S3,000.00 monthly in advance.

') III.

General Provisions

A. Aircraft Pricina. JFC and the Aircraft Owner shall

establish by their mutual agreement the appropriate charter rate

0 for the Aircraft. Such charter rate shall be revised from time

to time durinQ the term of this Agreement to reflect changes in

excenses associated with the operation of the Aircraft.

S. Division of Revenue. Revenue generated from the

oDer3tion of the Aircraft shall be divided between the Aircraft

Owner and JFC. The Aircraft Owner shall receive ninety percent

9') o = the revenue. JFC shall receive ten percent (10%) of the

revenue. The term "revenue" as used herein shall mean that sum

of -onev actually received from a charter customer (or due from a

charter customer if not paid within thirty (30) days after the

flIht , , exclusive of discounts and commissions paid, applicable

-S-



00
taxes, base charter fees and pass-through expense items, such as

catering, automobile rental, crew overnight and other charter

customers expenses. International administrative charges on

international trips will be JFC's.

C. Base of Operation. The base of operation of the Air-

craft is listed on Exhibit A attached hereto.

D. Illegal Uses. JFC shall be solely responsible for any

fine, penalties of costs, expenses or forfeitures occasioned by

violation of any laws or regulations pertaining to the operation

of the aircraft and which results in costs, expense on liability

N0 to Owner or attaches to the Aircraft. Should Aircraft Owner pay

any such fines or penalties then JFC shall immediately reimburse

Aircraft Owner the amount thereof together with all costs and

expanses of Aircraft Owner with respect thereto, upon demand.

JFC shall not use the aircraft in violation of any foreign,

C) federal, state, territorial or municipal law or regulation.

E. Nealigent Maintenance. JFC agrees to indemnify Aircraft

Owner against any liability arising from negligent repair or main-

tenance of the aircraft, as well as from failure to repair and

maintain the aircraft and also against any claim or liability

arising out of the work, while being done and the delivery of

materials to and from the place where such repair or maintenance

work is performed. All inspections, repairs, modifications, main-

tenance and overhaul work to be accomplished by JFC hereunder shall

he performed by personnel duly licensed to perform such work and

shall be performed in accordance with the standards set by the

Federal Aviation Administration Regulations requirements and the

-6-



manufacturer of the aircraft. JFC shall maintain all log books

and records pertaining to the aircraft during the term of this

Agreement in accordance with the rules and regulations of the

Federal Aviation Administration. Such records shall be made

available for examination by Aircraft Owner at any reasonable

time and at the end of the term of this Agreement shall be de-

livered to the Aircraft Owner.

F. Damage to Aircraft. JFC shall immediately notify

Aircraft Owner of any accident involving the aircraft and such

notice shall specify the time, place and nature of the accident

r_1 or damage, the names and addresses of the parties involved, par-

ties injured, witnesses and owners of property damaged and such

other information as may be known and be related to such accident.

JFC shall provide the Aircraft Owner with copies of all correspon-

dence, papers, notices and documents whatsoever received by JFC

C) in connection with any claim or demand involving or relating to

the aircraft or its operation and shall aid in any investigation

instituted by Aircraft Owner in the recovery of damage from third

persons liable therefor.

G. Return of Aircraft to Owner. Upon the termination of

this A,reement by expiration or otherwise JFC shall return the

aircraft to the Aircraft Owner at Dallas Love Field in as good

oDerating condition and appearance as when received, ordinary

wear, tear and deterioration alone accepted.

H. Inooerable Aircraft. If the aircraft is so damaced that

it is beyond repair or if it is not economically feasible to repair

-7-



the aircraft and the aircraft is not available for charter by

JFC or use by the Aircraft Owner for more than fifteen (15) days

durinq any thirty day period then JFC shall be entitled only to

a pro rata portion of the (i) management fee provided in section

II, paragraph D above, (ii) flight crew expenses, and (iii) crew

subsistences based upon the actual time the aircraft is available

for use. Downtime due to scheduled or required maintenance not

related to accidental damage shall not be included.

I. Effective Date. JFC and the Aircraft Owner shall, by

their mutual agreement, determine the effective date of this

o Agreement, such effective date shall be entered on Exhibit A

attached hereto.

J. Term of Aqreement. The term of this Agreement shall

commence on the effective date shown on Exhibit A and shall

continue for a oeriod of twelve (12) months from said date. This

(-) Agreement shall be automatically renewed from year to year unless
'notification of cancellation by either party is served. Unless

otherwise acreed, each of the parties shall notify the other of

its intention to discontinue the contract at least ninety (90)

days 2rior to the end of the initial term of any renewal term of

this Acreement. Notwithstandina anything contained to the con-

trarv in this Aoreement, JFC may cancel this A(reement upon

thirty (30) 'avs advance written notice in the event Aircraft

Owner efaults in the ,erformance of any of the duties or obliga-

tions herein contained or fails to pay any monies due hereunder

and Aircraft Owner may cancel this Agreement at anytime upon not

less than thirty (30) days advance written notice without cause.

-8-



The parties hereto mutually agree that the termination of this

Agreement shall not result in the cancellation of any trip commit-

ments theretofore made by JFC.

K. Further Acts. The parties to this Agreement shall from

time to time, do and perform such other and further acts, and

execute and deliver any and all such other and further instruments

as may be required by law or reasonably requested by the other to

establish, maintain and protect the respective rights and remedies

of the other, and to carry out and effect the intents and purposes

of this Agreement.

L. Notices. All notices, demands or other communications

to be delivered or given hereunder shall be in writing and shall

be deemed to be duly given if delivered or sent by certified or

registered mail, return receipt requested, as follows:

To JFC: Jet Fleet Corporation
8605 Lemmon Avenue

cO Dallas, Texas 75209

To Aircraft Owner: At the address listed
on Exhibit A attached
hereto,

or at sch other addresses as may have been furnished by either

p atv to the other in writing in accordance herewith. All notices

shall he deemed received on the date of delivery or, if mailed,

on the date appearing on the return receipt therefor. Such

notices shall, in the event of emergency, be sent telegraphically

as w~ll as by the methods of notice hereinabove set forth.

. Bindinn Effect. This Agreement and all of the provi-

sions hereof shall be binding upon and inure to the benefit of

-9-



the parties hereto and their respective heirs, distributees,

legal representatives and successors.

N. Amendment. This Agreement may be modified, altered and

amended from time to time by the mutual written agreement of the

parties, but not otherwise.

0. Applicable Law. This Agreement is to be performed in

Dallas County, Texas, and shall in all respects be governed by

the laws of the State of Texas.

P. Entire Aqreement. This Agreement supersedes any and

all other Agreements, either oral or in writing, between the

CD parties hereto with respect to the subject matter hereof and

contains all of the covenants and agreements between the parties

with respect to said matter. Each party to this Agreement

acknowledges that no representations, inducements, promises, or

agreements, orally or otherwise, have been made by any party or

C) anyone acting on behalf of any party, which are not embodied

herein, and that no other agreement, statement or promise not

contained in this Agreement shall be valid or binding.

Q. Severability. In case of any one or more of the

provisions contained in this Agreement shall for any reason be

held to be invalid, illegal, or unenforceable in any respect,

such invalidity, illegality, or unenforceability shall not affect

any other provision thereof, and this Agreement shall be construed

as if such invalid, illegal or unenforceable provision had never

been contained herein.

-i0-



R. Headings. The headings of the Sections and Paragraphs

contained in this Agreement are inserted for convenience only and

shall not constitute a part thereof.

S. Counterpart Execution. This Agreement may be executed

concurrently in one or more counterparts, each of which shall be

deemed an original, but all of which together shall constitute

one and the same instrument.

WITNESS OUR HANDS this 31st day of January, 1985.

JET FLEET CORPORATION
WITNESS:

6~~rA?7

By: W~I)i'(X

AIRCRAFT OWNER

K. C. HOOD

clc/73/8

-11-



EXHIBIT A

AIRCRAFT OWNER: K. C. HOOD

ADDRESS: 14755 Preston Road, Suite 830

Dallas, Texas 75240

AIRCRAFT DESCRIPTION: 1972 Falcon N 773 V S/N 264

SPECIAL EQUIPMENT: As exists

BASE OF OPERATION: Love Field, Dallas, Texas

EFFECTIVE DATE:

CHARTER RATE:
$7~42.D er r--nth, based on a cost for two pilots plus fringe.

JET FLEET

ByC

Pfe de nt

AIRCRAFT OWNER

K. C. HOOD

clc/73/8

m m



NOTES TO

BUDGET

FALCON 20

(1) Charter Income

Based on retail charter rate of $4.98 per mile. ($4.98 x 420 mph = $2092 hr)

(2) Crew Subsistence Fee

Based on a rate of @ $250.00 per day away from home base. ($50 per hour)

(3) Crew Subsistence

Based on actual crew subsistence which is estimated to be the same as the
fee charged as shown in Note 2.

(4) Direct Operating Cost Falcon 20

Fuel @ $1.64 Gallon $ 615.00

Maintenance (Scheduled & Unscheduled)

Labor @ $39.00/hour

Parts-Airframe-Engine
& Electronics

Engine Overhaul Reserve

Miscellaneous Flight Expense

Landing & Parking Fees

Small Supplies & Catering

$ 140.00

$ 125.00

$ 200.00

$ 10.55

$ 15.61
$1106.16

(5) Crew Salaries

Based on a cost for two pilots inclujing fringe benefits.

(6) Insurance

Based on a commercial rate (charter) with a $2,000,000
$20 million single limit liability.

hull value and

(7)

)
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JFC-
INVOICE 10)

TO: K E K L0M
C/o Century Investpiant C'y-ooation
14755 Preston Road
Su it* 830a Lack Box44
O)ltas, Texas -75240~

DATE: July 1%. 1985

Terms - Not oan receipt

To Invoice yfm for Jet Fleet Corcooration aircraft use as follows:

A Ircraf t: 1M773V

6.7 Flljht H ours
8% FET
Catering

1,136.16 cor fI ght hour $7,411.27
592.91

45.99
$8 . 105 0. 16

Trio N4o. 85-1326 on163/570,29
0 DAL /FTw /9*.' /E l ? 'MAP 'SKF P'AL /DAT/TYR/NOU/FTWJ/

V,

SNET AMO)UNT DUE

24988

mr- RPO"M.V-- -- -- Wpw wwwww -W -- ,

JET FLEET
Or CORPORATION



"DILIEET CORPORATION
- ILLING W4PORMATION

DDRESS

0
TRIP DAE 19<-j97o 4A44L
TRIP NO. ,~/ 1

AtCN"NO.

WFC gVOICE NO.

/

OU=TEI(

"R IP U O T r / iU' / F FO 
N L___. .

LIVE MILES •$. PER MILE $-'..

SHORT LEGS 
$-

,MINIMUM USAGE $

,x-OVERNIGHT CREW EXPENSE

TCA FEE $

+ INTERNATIONAL FEE 
S 0101.3181

SU TOTAL (Taxe)1013181

FEDERALTAXES Passenger5%( 
$ , 010101241C

C) SPECIAL CATERING 
S 101 ._OC

V OTHER CHARGES (Cutoms. etc.) 
$

TOTA.

LESS ADVANCE PAYMENT IDEPOSIT

FET

BROKER COMMISSION 0

JFC COMMISSION

NET DUE

PREPARED BY

S
S

S

S

S

-ATE
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MANATT, PHELPS, ROTHENBERG & PHILLIPS
A PARYNE"MIP INCLUOINO PROE,6SIONAL CORPORATIONS

ATTORNEYS AT LAW

1200 NEW HAMPSHIRE AVENUE, N.W,

SUITE 200
LOS ANGELES

WASHINGTON. D.C. 20036
1135 WEST OLYMPIC BOULEVARD

,TELEP4ONE (202) 463-4300 LOS ANGELES. CALIFORNIA 90064
L J .; mm(213) "312-4000

FAX (202) 463-4394

(202) 463-4395 
,

QD December 14, 1989

Lawrence M. Noble, Esquire
General Counsel
Federal Election Commission €n 7

999 E Street, N.W., 6th Floor
Washington, D.C. 20463

Re: MUR 3000

Dear Mr. Noble:

This is to inform you that, as we stated in a telephone
conversation with Phil Wise, we are no longer serving as counsel
to the respondents in MUR 3000. We have, however, taken the
liberty of forwarding your correspondence to respondents' counsel

-' in this MUR:

0 Abbe Lowell, Esquire
Brand & Lowell
923 Fifteenth Street, N.W.

) Fifth Floor
Washington, D.C. 20005

Thank you for your attention to this matter.

Sincerely,

m 01 ak er
Manatt, help, Rothenberg

& Phi lips
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DENTON & GUINAN
A PROFESSONAL CORPORATION 89DEC 20 AM 9:30
ATTORNEYS AT LAW

2t21 SAN JACINTO STREET

1600 SAN JACINTO TOWER-LB 71

DALLAS. TEXAS 75201

(214) 989-0100

TELECOPY (214) 720-1998

TELEX 73-0646

December 6, 1989 LO

C-)

Mr. Phillip L. Wise
Federal Election Commission
Room 657
Washington, DC 20463

RE: Federal Election Commission vs. Kenneth C. Hood; MUR-
2879; Our File No. 08700/L008

In
Dear Mr. Wise:

Enclosed is the Response to the written questions you
submitted in connection with the referenced matter.

I have reviewed your factual and legal analysis sent
together with the interrogatories for Hood to answer. I think
you have missed one very important point with regard to
Mr. Hood's position. Mr. Hood did not intend to make a
contribution to Congressman Wright at the time he agreed to let

C) Mr. McBirney use his aircraft and that his reduction of the
invoice after the fact was to avoid being stiffed for the entire
amount of the bill. Mr. Hood at the time owed financial
institutions controlled by Mr. McBirney and Mr. Gaubert
substantial sums of money and was not in a position to turn down
their requests. In any event, Hood had no dealings with Wright
and had no intention that he should not be paid the costs of
Wright's trip at the time.

Additionally, as I have advised you, Hood is to be sentenced
under a plea of guilty on January 11, 1990 and anticipates being
incarerated for a substantial period of time. It is certainly
not in Mr. Hood's interest to become embroiled with the Federal
Election Commission with regard to this matter.

Further, Vicki Rosell Gartrell was fired by Mr. Hood in July
of 1986 for cause. Ms. Gartrell on a number of occasions has
publicly and vehemently denounced and threathened Mr. Hood. Much
of the information given to the Wall Street Journal by



DENTON & GUINAN

Mr. Phillip L. Wise
December 6, 1989
Page 2

Ms. Gartrell was false. Further, Ms. Gartrell misrepresented her
identity as an employee of Mr. Hood's to Jet Fleet Inc. to obtain
copies of records of Jet Fleet pertaining to Congressman Wright's
use of Mr. Hood's aircraft which she in turned furnished to the
Wall Street Journal.

Mr. Hood disputes that he has violated 2 U.S.C.
Section 441(a) (1) (A).

Very truly yours,

DENTON & GUINAN,
N,) A PROFESSIONAL CORPORATION

By: _ _ _---_ _

Richard C. Guinan, Jr.

GU:dc:02
Enclosure



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of S
S

Kenneth C. Hood S MUR 3000
S

RESPONSE OF KENNETF C. HOOD TO
SUBPOENA TO PRODUCE DOCUMENTS

AND ORDER TO SUBMIT WRITTEN ANSWERS

Kenneth C. Hood hereby makes the following answers to

the interrogatories submitted to him under cover letter dated

November 15, 1989.

INTERROGATORY NO. 1

Describe the specific provisions of the arrangement you

made with Edwin McBirney or Thomas Gaubert regarding the use of

your aircraft by Rep. James C. Wright, Jr., on June 30 to July 2,

1985. State whether the arrangement you made with Edwin McBirney

or Thomas Gaubert was that of a vendor-vendee. Provide copies of

all documents relating to your arrangement with Edwin McBirney or

,i Thomas Gaubert in connection with Rep. Wright's use of your

aircraft for this trip, including your being reimbursed for such

use and your billing Edwin McBirney and Thomas Gaubert for such

use.

ANSWER:

I was contacted by Edwin McBirney ("McBirney') in early

June of 1985. McBirney explained that James C. Wright, Jr.

RESPONSE OF KENNETH C. HOOD TO
SUBPOENA TO PRODUCE DOCUMENTS
AND ORDER TO SUBMIT WRITTEN ANSWERS - Page 1 GU02DC



("Wright") needed an airplane for a trip in Texas later in the

month. He further stated that he and Thomas Gaubert ("Gauberto)

would pay me for the costs associated with the trip. It is my

belief that the entire agreement to use the airplane was made

with McBirney who was speaking with authority for Gaubert. At

the time I had a business relationship with McBirney and there

were no documents recording the arrangement. It was my belief

that McBirney approached me for the aircraft as opposed to

chartering directly from Jet Fleet because it knew I would let

co him have it at cost. I had no direct contact with Wright or his
staff except that I was provided an itinerary which I in turn

provided to Jet Fleet.

INTERROGATORY NO. 2:

State whether you sought reimbursement from Rep. Wright

C) or his committees or representatives for this trip. State the

reasons why you did or did not seek reimbursement.

)D ANSWER:

I did not seek reimbursement for use of the aircraft

from Wright or his committees or representatives because McBirney

and Gaubert were to pay me for the trip. I did not have any idea

of the arrangements McBirney and Gaubert made with Wright, nor

did I care.

RESPONSE OF KENNETH C. HOOD TO
SUBPOENA TO PRODUCE DOCUMENTS
AND ORDER TO SUBMIT WRITTEN ANSWERS - Page 2 GU02DC



]INTERROGATORY NO.3:

State when you were first contacted by Rep. Wright, his

committees, or his representatives regarding payment for the use

of your aircraft for this trip and identify the person(s) who

contacted you and with whom you dealt. Provide copies of all

documents relating to the billing and payment for this trip by

Rep. Wright, his committees, or his representatives.

ANSWER:

In April of 1989 before the Wall Street Journal article was

published, Gaubert contacted me and told me Wright wanted to pay

me for his trip in 1985. Gaubert did then gave me a check to pay

- for the trip which I held for a few days and then cashed. The

check to my recollection was drawn on an account of a Wright

Committee. I never sent a bill to Wright for the trip.

0 INTERROGATORY NO. 4:

State whether you received a gavel from Rep. Wright.

State whether you received such a gavel as a token of his

appreciation for the use of your aircraft for this trip. Provide

copies of all documents you received in connection with the gift

of this gavel.

ANSWER:

I did not receive a gavel or documents from Wright.

Wright, however, did leave a cloth patch in the airplane. The

patch read "Speaker of the House". The pilots told me that

Wright had left the patch for the owner of the aircraft. I had

RESPONSE OF KENNETH C. HOOD TO
SUBPOENA TO PRODUCE DOCUMENTS
AND ORDER TO SUBMIT WRITTEN ANSWERS - Page 3 GU02DC



the patch framed and screwed to the wall of the aircraft near the

telephone.

INTERROGATORY No. 5:

State whether you made any contributions to the

Congressman Wr~ight Appreciation Committee or the Wright

Congressional C.ub in 1985 and 1986 and to the Wright

Appreciation Fund or Majority Congress Committee in 1985. State

the date and amount of all such contributions, and provide a copy

of all such contribution checks.

0 ANSWER:

I do not recall that I made any political contributions

to Wright. At this time my financial records are not in my

possession and I am not able to verify this with certainty.

KENNETH C. HOOD

STATE OF TEXAS§

COUNTY OF DALLAS

SWORN TO AND SUBSCRIBED BEFORE ME, this___ day of
________________1989, to certify which witness my hand and

official seal.

[Notary Seal] Notary Public, State of Texas

RESPONSE OF KENNETH C. HOOD TO
SUBPOENA TO PRODUCE DOCUMENTS
AND ORDER TO SUBMIT WRITTEN ANSWERS - Page 4 GU02DC



the patch framed andrsorewed to the wall of the aircraft near the

telephone.

IN _RoIATO NO. S 5

State whether you made any contributions to the

Congressman Wright Appreciation Committee or the Wright

Congressional Club in 1985 and 1986 and to the Wright

Appreciation Tund or Majority Congress Committea in 198S. state

the date and amount of all such contributions, and provide a copy

of all such contribution checks.

I do not recall that I made any political contributions

to Wright. At this time my financial records are not in my

possession and I am not able to verify thi ith certainty.

CC

STATE OF TEXAS S

COUNTY OF DALLAS I

SWORN TO AND SUBSCRIBED BlFO ME, this day of
___________________, 1989, to certify hich witness1 7Tand and

officdial seal.

[Notary Seal] 7oary Pubo, BtSteof Texaa

PAMELA STWART, ~ ~ hWTI OF TEX MOD T

PESPONSE OF ENNTH C, HOOD TO
SUBPOENA TO PRODUCE DOCUMENTS
AND ORDER TO SUBMIT WRITTEN ANSWERS Page 4 GU2CZPc
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BRAND & LOWELL89C9A1:I
A PROFESSIONAL CORPORATION 8 E 9 A :4

923 FIFTE ENTH STREET, N.W.

WASHINGTON, D.C. 20005

TELEPH4ONE: 4202) 662-9700

TELECOPIER: 4202) 737-7565

December 18, 1989

BY TELECOPIER. ORIGINAL BY MAIL

Phillip Wise, Esquire .
Office of General Counsel_
Federal Election Commission
999 E Street, N.W. N
Washington, DC 20463 n Z

Re: Consolidated M.U.R. 3000

- Dear Mr. Wise:

As we discussed by telephone today, I would like to inform
you that the Congressman Wright Appreciation Fund and Henry
Kerry, its treasurer (collectively, "the Committee") have
referred their representation in connection with M.U.R. 3000 to
Brand & Lowell. At this time, Brand & Lowell is considering

0) undertaking representation of the Committee in this mater.
Please forward to me at the above address a "Statement of
Designation of Counsel" Form, so that a revised form can be
executed and returned.

In this regard, we were forwarded late last week "a reason
to believe" finding of the Federal Election commission (the
"Commission") that the Committee violated federal election laws
along with a subpoena to produce written answers and documents.
Prior counsel for the Committee was out of the country for an
extended period of time when the subpoena and accompanying
documents were served. Consequently, a delay has occurred in the
transmission of these materials to Brand & Lowell, thus
preventing a timely response to the reason to believe finding and
the subpoena.

Also, as you know, a respondent may, with the FEC's
acceptance, seek pre-probable cause conciliation of the alleged
violations. In the interests of avoiding unnecessary litigation,
respondent may determine that it is more advantageous to do so.
Obviously, having added time within which to make such a
determination may materially avance resolution of the matter.



BRAND & LOWELLO

Phillip Wise, Esquire
December 18, 1989
Page 2

Before responding, however, the Committee and Brand & Lowell
wish to conduct a thorough investigation to ensure that an
accurate and comprehensive response to both the reason to believe
finding and the subpoena can be provided. It is for this reason
that the Committee seeks the Commission's indulgence for the
extension requested above.

The Committee thus hereby respectfully requests an extension
of time to file a response to the reason to believe finding and
the subpoena for documents and written answers in M.U.R. 3000,
until January 7, 1990, or for whatever period the Commission, in
its discretion, deems appropriate.

Please do not hesitate to telephone Stanley Brand or me at
Brand & Lowell, 202/662-9700, if you have any questions in this

- regard. A confirmation copy of this letter will be mailed to
you. Thank you very much for your attention to this matter.

Si1

C)
David E. Frulla
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FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463 SENSITIVE

December 26, 1989
MEMIORANDUM

TO: The Commission

FROM: Lawrence M. Noble4 v
General Counsel

SUBJECT: MUR 3000
Request for Extension of Time

By letter dated December 13, 1989, the Majority Congress
Committee and Robert N. Reeves, as treasurer, requested an
extension of 47 days in which to respond to the Commission's
reason to believe notification. (Attachment 1.) The letter
explains that an extension is necessary because, the majority

- Congress Committee does not have any records to examine to
properly reply to your inquiry." According to Mr. Reeves, Mrs.
Marge Youngblood of the Wright Appreciation Committee is the
custodian of such records. (Marjorie B. Youngblood is the
Assistant Treasurer of the Congressman Wright Appreciation
Committee. The Wright Appreciation Committee is also a
respondent in MUR 3000.) Mr. Reeves claims that Mrs. Youngblood

C-) has been unavailable due to illness and being out of town. He
indicates that the matter was recently discussed with Mrs.
Youngblood. Mr. Reeves asserts that he can review the records
and reply to the Commission's notification on January 31, 1990.

The Office of the General Counsel recommends that the
Commission grant the requested extension.

RECOMMENDAT IONS

1. Grant an extension of 47 days to the Majority Congress
Committee and Robert N. Reeves, as treasurer.

2. Approve the attached letter.

Attachments
1. Request for Extension
2. Letter



FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

December 26, 1989

David E. Frulla
Brand & Lowell
923 Fifteenth Street, N.W.
Washington, D.C. 20005

RE: MUR 3000
Congressman Wright
Appreciation Committee
and Henry Kerry, as
treasurer

Dear Mr. Frulla:

This is in response to your letter dated December 18, 1989,

which we received on December 19, 1989, requesting an extension

until January 7, 1990 to respond to the Commission's reason to

believe notification and subpoena. After considering the

circumstances presented in your letter, I have granted the

- requested extension. Accordingly, your response is due by the

close of business on January 8, 1990.

C-) In addition, enclosed herein, is the Designation of Counsel

Form requested in your letter. Please return the executed copy

to this Office immediately.

If you have any questions, please contact Phillip L. Wise,

the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel
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FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20463 SENSITIVE

January 8, 1990

MEMORANDUM

TO: The Commission

FROM: Lawrence M. Noble
General Counsel

SUBJECT: MUR 3000
George A. Mallick

On October 31, 1989, the Federal Election Commission found
no reason to believe that George A. Mallick and the Mallick
Company, violated 2 U.S.C. 5 441b and closed the file as it
pertained to these respondents. On November 28, 1989, Mr.
Mallick responded to the Commission's no reason to believe
finding. (Attachment 1).

Mr. Mallick has requested that his response be placed on
C) the public record. This response will be placed on the public

record when MUR 3000 has been closed as pertains to all other
respondents, therein.
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Stanley M. Brand, Esquire

David E. Frulla, Esquire
Brand & Lowell
923 Fifteenth Street, NW
Washington, D.C. 20006

(202) 662-9700

Che above-named individual is hereby designated as my
Cn

counsel and is authorized to receive any notifications an4. other

o municatons from the Commission and to act on my bebaltlSeforws

the Commission.

1-5-90

Date Signatzre/ '

RBSP0NDYT'S MNZ:

ADDRESS:

BUSxM4 1IM&

Wright Appreciation Committee

Wright Congressional Club
and Henry Kerry, as Treasurer
and Wright Appreciation Fund
and W. Edwin Youngblood, Treasurer

P. 0. Box 1413
Fort Worth, Texas 76101

(817)

(817) 870-2324

~~1
) -7.,

~
c~. ~-

- -
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BRAND & LOWELL

A PROFESSIONAL CORPORATION

923 FIFTEENTH STREET, N.W.

WASHINGTON, D.C. 20005

TELEPHONE '?O21 662-9700

TELECOPIEN R.?O.Z 737-7565

January 8, 1990

BY HAND DELIVERY 4.
C - , J

Phillip Wise, Esquire -
Assistant General Counsel
Federal Election Commission co
999 E Street, N.W. -
Washington, DC 20463 zr

Re: Matter Under Review 3000 .

Dear Mr. Wise:

Enclosed please find the response of the Congressman Wright
"o) Appreciation Committee to the Federal Election Commission's

Request for Written Answers and Documents in the above-referenced
matter and a letter requesting pre-probable cause conciliation of
that matter.

You have been provided with a telecopy of the Affirmation of
Marjorie B. Youngblood, Assistant Treasurer of the Congressman
Wright Appreciation Committee, regarding the integrity of the
written answers and documents provided. Ms. Youngblood will be

C) transmitting to you the original of this Affirmation.

Please contact either me or Stanley Brand of Brand & Lowell
) if you have any questions about these submissions or wish to

discuss conciliation.

Dav Frulla

Enclosures



BRAND & LOWELL
A PROIrESSIONAL CORPORATION

923 FIFTEENTH STREET, N.W.

WASHINGTON, D.C. 20005

TELEPHONE ' ?o 662-97OO

TELECOPIER. 02) 737-7565

January 8, 1990

BY HAND DELIVERY

Phillip Wise, Esquire
Assistant General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, DC 20463

Re: Matter Under Review 3000

Dear Mr. Wise:

As David Frulla has already discussed with you, the
Congressman Wright Appreciation Committee (the "WAC") and Mr.
Henry Kerry, its treasurer, wish to seek pre-probable cause
conciliation of the remaining allegations in consolidated M.U.R.
3000.1

These allegations center around the use by the WAC of a
private airplane owned by Mr. Kenneth Hood for an eight-city tour

C) of Texas during the period June 30, 1985, through July 2, 1985.
The Federal Election Commission (the "Commission") found "reason
to believe" that the WAC and Mr. Kerry2 violated 2 U.S.C. §
441a(f) by accepting contributions in excess of federal limits,
in essence because the WAC did not reimburse Mr. Hood for use of
the airplane within a reasonable time. The Commission also found
"reason to believe" that the WAC violated 2 U.S.C. S 434(b)
because the WAC failed to report to the Commission that it paid a
portion of the reimbursement for the airplane's use on behalf of
the Majority Congress Committee ("MCC"), another Wright-related
committee.

1 The Commission dismissed allegations against the WAC,
Mr. Kerry, Speaker Wright, and the Wright Congressional Club with
respect to the rental of certain office space at Hulen Towers
North.

2 The Commission dismissed the airplane-related
allegations against Speaker Wright individually, finding that he
had no personal knowledge of the arrangements involving Mr.
Hood's airplane.
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The WAC cannot dispute that Mr. Hood was not reimbursed for
the airplane until April of 1989. The WAC does, however, dispute
that it reimbursed Mr. Hood only as a result of a Wal treet
Journal inquiry and article. Rather, Mr. Phillip Duncan, a
Wright aide, had already begun reviewing airplane trips taken by
Speaker Wright and reimbursement and reporting thereof in
connection with events involving the U.S. House of
Representatives Committee on Standards of off icial Conduct before
the Wall Street Journal's interest was even piqued. In his
review, Mr. Duncan concluded that the owner of the plane used for
the June 30-July 2, 1985, trip had inadvertently not been
reimbursed for its use. The second half of 1985 was a very busy

CD time for the WAC: among other things, it was preparing for the
"Cowtown Jamboree," a very large fundraiser.

Upon learning of this oversight, the WAC acted to rectify
- the situation as best it could -- and as quickly as possible.

The WAC reimbursed Mr. Hood by check dated April 25, 1989, and
amended its 1985 disbursement reports. In fact, the WAC even
wrote a letter to Hon. Danny McDonald, Chairman of the
Commission, stating that it was amending its 1985 reports to
reflect this reimbursement. The WAC thus made no attempt to
conceal this matter once it became aware of the oversight. In

0) fact, the WAC made disclosure of its oversight in the very way
most calculated to inform the Commission that an oversight had
occurred, namely, by writing a letter to the Chairman informing
him of it.

Moreover, the WAC never sought to keep from public view the
fact that the trip was undertaken: it reported the other
reimbursements related to the trip in its 1985 Commission
disclosure reports. Indeed, Speaker Wright always endeavored to
report fully and accurately political activity conducted on his
behalf.

The Commission has also alleged that the WAC violated
campaign finance laws by failing to disclose that a share of the
reimbursement it made to Mr. Ken Hood in April of 1989 should
have been attributed to the MCC, another of Speaker Wright's
committees. This failure, which can be described as a technical
violation at best, was in no way intended to deceive the
Commission or the public. The WAC's amended report and its
letter to Chairman McDonald make clear that Speaker Wright's
organization had obtained the benefit of the use of Mr. Hood's
airplane.
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An allegation has also been raised that Mr. Hood received a
gavel as a token of appreciation for the use of his airplane. As
discussed in the WAC's responses to the commission's written
questions, the WAC has as yet been unable to confirm or deny that
Mr. Hood ever received a gavel. It is important to note that the
Speaker of the House distributes gavels, and Jim Wright did not
become Speaker until January of 1987, a full year and one half
after the trip. Furthermore, when placed in perspective, it
should not trouble the Commission if Mr. Hood received a gavel
from Speaker Wright after January of 1987. Jim Wright's office
has, since 1987, commissioned and distributed literally hundreds
of such souvenir gavels. In addition, Wright staff members, at
virtually any level, most of whom have by now left Speaker
Wright's employ, could and did from time to time distribute these
gavels to visiting constituents and other persons with whom they
came in contact. They did this much as many other House members

- and staff distribute American flags. Thus, it is not surprising
that the WAC might not be able to respond to this gavel
"allegation." Finally, in any event, a souvenir gavel could not
reasonably be considered to be an unreported reimbursement for
three days' use of the airplane, if Mr. Hood actually received a
gavel.

(D In considering conciliation, the WAC also respectfully
requests the Commission to consider that Speaker Wright is no
longer a member of the House of Representatives and that the
activities of his various committees have been concluded.
Consequently, any monetary penalty the Commission might choose to
impose could ultimately visit liability upon diligent Wright
committee staff who discovered and reported the oversight in the
first place -- a result which is inequitable. Moreover, any
conceivable violation took place in 1985, almost half a decade
ago.

The WAC thus respectfully requests the commission to
consider in fashioning a conciliation remedy herein the
"mitigating factors of equity, impossibility, ... [and]
extraordinary lapses of time," such as it has done in deciding
whether to order a political committee to refund an illegal
contribution. See A.0. 1984-52, Fed. Elec. Camp. Fin. Guide

5797. Also, the Commission determined in MUIR 3000 that the
excess contribution inadvertently not reimbursed was from an
individual, not a corporation, another factor the Commission
deemed relevant in fashioning a remedy in A.0. 1984-52.
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Thank you very much for your attention to this matter.
Please contact either me or David Frulla, so that we can arrange
to proceed with conciliation.

Sincerely,

. Brand

)



BEFORE THE FEDERAL ELECTION COMMISSION

OF THE UNITED STATES OF AMERICA

)
In the Matter of )

)
The Congressman Wright )
Appreciation Committee, )

)
-and- )

)
Henry Kerry, )

Its Treasurer )
)

Matter Under Review 3000

RESPONSE OF WAC TO COMMISSION REQUEST FOR WRITTEN ANSWERS

The Congressman Wright Appreciation Committee (the "WAC")

and Mr. Henry Kerry, its treasurer, hereby respond to the order

of the Federal Election Commission (the "Commission") to submit

written answers to questions relating to the provision of a 1972

Falcon 20 aircraft to the WAC during the period June 30, 1985,

through July 2, 1985.1

o 1. State whether any arrangement was made by Rep. Wright
or his representatives with Edwin McBirney or Thomas Gaubert
regarding the provision of the aircraft for this trip and the
payment of its use. If so, describe in detail the arrangement,
the date(s) it was made, and the parties to it. Provide all
documents relating to the arrangement regarding the use and
payment for the aircraft. Identify all persons who participated
in the arrangement for the use of the aircraft on Rep. Wright's
behalf.

Mr. Phillip Duncan coordinated arrangements for the trip in

question, including, inter alia, transportation. While planning

for the trip was in its preliminary stages, Mr. Duncan contacted

Mr. Thomas Gaubert regarding the use of an airplane for the trip.

1 By separate letter dated January 8, 1990, the WAC and
Mr. Kerry have requested pre-probable cause conciliation on
allegations relating to provision of this aircraft.



To the best he can recall, Mr. Duncan suggested at that time that

any such airplane provided should be owned by an individual. Mr.

Duncan also stated at that time that payment would be made for

use of the airplane.

Before the trip occurred, Mr. Gaubert informed Mr. Duncan

that an airplane such as Mr. Duncan sought was available. Mr.

Duncan confirmed that the airplane was owned by an individual.

In April of 1989, Mr. Duncan was prompted by events

involving the Committee on Standards of official Conduct of the

U.S. House of Representatives to review Rep. Wright's airplane

zr trips to ensure any such trips had been properly reimbursed and
reported. Mr. Duncan's review process began before the Wall

Street Jour-nal inquiry and article that prompted the Complaint

herein. It was at this time that Mr. Duncan discovered that use

of the airplane in question was inadvertently not reimbursed,

0 whereupon Mr. Hood was reimbursed by check dated April 25, 1989,

in the amount of $8,050.16. The WAC reported its reimbursement

of Mr. Hood to Honorable Danny Lee McDonald, Chairman of the

Commission by letter dated April 25, 1989, and amended its 1985

disclosure statements to reflect this reimbursement.

Copies of the cancelled check to Mr. Hood, the letter to

Hon. McDonald, and the amended Commission reports are attached

hereto, behind Tab 1.



2. Identify the itinerary of the trip and the passengerson each leg of the trip. Provide a copy of the itinerary andpassenger list.

The airplane departed Dallas, Texas Love Field on June 30,

1985, with Mr. Thomas Gaubert and Ms. Julie Swan on board.2 From

Dallas, the airplane went to Fort Worth, Texas Meacham Field,

whereupon Messrs. Craig Raupe, Donald Kennard, Steven Charnovitz,

Phillip Duncan, Marshall Lynam and Ms. Anne Page embarked.

(Messrs. Duncan and Lynam, and Ms. Page were members of Rep.

Wright's staff.) The plane proceeded to Brownwood, Texas, where

Rep. Wright joined the group. The entire group (Gaubert, Swan,

tn Raupe, Kennard, Charnovitz, Duncan, Lynam, Page, and Wright) next
N- went to El Paso, Texas, and then on to Midland, Texas, where they

spent the night.

The next day, July 1, 1985, the entire group departed

Midland for San Antonio, Texas. The group then went from San

Antonio to Dallas, and then back to San Antonio for the evening.
Finally, on July 2, 1985, the entire group departed San

Antonio for Tyler, Texas. The group proceeded to Houston, Texas,
"-> and then on to Fort Worth, Texas. The group disembarked at Fort

Worth and the airplane returned to Dallas.

The WAC was unable to locate the actual itinerary and

passenger list.

3. Provide copies of all documents relating to theinvoicing and payment for the trip.

-and-

2 The list of passengers for the June 30-July 2, 1985,
trip described herein excludes pilots.

3



4. Provide an itemization of all other expenses related tothe June 30-July 2, 1985, trip and copies of all payment checksfor such expenses and copies of all reports where such paymentswere reported by the appropriate committee(s). Identify allpersons who had responsibility for the payment of expenses
related to this trip.

Mr. Phillip Duncan received from the WAC approximately eight

to ten blank, but signed, WAC checks with which to pay for the

expenses of the trip as services were rendered. Also, WAC staff

members prepared and transmitted checks to pay for expenses

incurred during the trip which were not invoiced until after the

trip was completed. Copies of invoices and checks for the trip,

including those paid during the trip and thereafter, which the

WAC was able to locate are attached behind Tab 3-4, along with

FEC disclosure statements reflecting these disbursements.

5. Provide a copy of the joint fundraising agreement forthe Wright Appreciation Fund as a joint fundraising committee onbehalf of the Congressman Wright Appreciation Committee and theMajority Congress Committee for the 1985 fundraiser described asthe "Cowtown Jamboree" and held in the fall of 1985.

A copy of this Joint Fundraising Agreement is attached

hereto behind Tab 5.

6. State whether Rep. Wright gave Kenneth C. Hood a gavel.State whether Rep. Wright gave him this gavel as a token ofappreciation in connection with the June 30-July 2, 1985, trip.If so, state when the gavel was delivered to him and identify whomade the arrangements for this gift. Provide copies of anydocuments relating to the gift of this gavel to Mr. Hood.

The WAC has been unable to conclusively confirm or deny

whether Mr. Hood was given a gavel. Accordingly, the WAC has

also been unable to confirm or deny whether any such gavel was

given to Mr. Hood as a token of appreciation in connection with

the June 30, 1985, through July 2, 1985, trip. The WAC is
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continuing to investigate this and will forward to the Commission

the results, if any, of its continued inquiry.

In this regard, Ms. Marjorie Youngblood, Assistant Treasurer

of the WAC, has reviewed WAC files, and is continuing to

investigate this matter. Mr. Phillip Duncan has been contacted

in this regard, and Mr. Duncan, in turn, has contacted Messrs.

Marshall Lynam, John Mack, and Thomas Gaubert. To the best of

their knowledge at this time, Messrs. Duncan, Lynam, Mack, and

Gaubert cannot confirm or deny whether Mr. Hood was given a

gavel, and, accordingly, cannot confirm or deny whether any such

gavel was given to Mr. Hood as a token of appreciation in

connection with the June 30, 1985, through July 2, 1985, trip.

It is important to note that the Speaker of the House

distributes gavels, and Jim Wright did not become Speaker until

January of 1987, a full year and one half after the trip.

C) Furthermore, when placed in perspective, it should not trouble

N- the Commission if Mr. Hood received a gavel from Speaker Wright

after January of 1987. Jim Wright's office has, since 1987,

commissioned and distributed literally hundreds of such souvenir

gavels. In addition, Wright staff members, at virtually any

level, most of whom have by now left Speaker Wright's employ,

could and did from time to time distribute these gavels to

visiting constituents and other persons with whom they came in

contact. They did this much as many other House members and

staff distribute American flags.



7. Identify all other instances since January 1, 1985, in
which arrangements for the use of aircraft was made with Kenneth
C. Hood, Edwin McBirney, or Thomas Gaubert on behalf of the
Congressman Wright Appreciation Committee, the Wright
Congressional Club, or the Wright Appreciation Fund.

WAC investigation has revealed that Mr. Phillip Duncan

arranged for Speaker Wright, Speaker Wright's wife, Mr. Marshall

Lynam, and Mr. Duncan to fly from Washington National Airport to

Fort Worth, Texas, aboard Mr. Gaubert's private airplane. The

WAC reimbursed Mr. Gaubert for this flight. Investigation has

not revealed that arrangements for the use of aircraft were made

with Mr. McBirney. The WAC is continuing to investigate this

CO matter and will forward to the Commission the results of its

continued inquiry, if any.

0)
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WRIGHT APPRECIATION COMMITTEE

Poet Office Box 1413 Z Fort Worth, Texas 76101

AFFIRMATION

I affirm that the fozegoing Response of 
the Congressman Wright

Appreciation Committee to the request of the Federal Election Commission

for written answers in connection with 
its Matter Under Review 3000 is

true and correct to the best of my personal 
knowledge, and that the

documents attached hereto reflect true and 
accurate copies of documents

in possession of the Congressman Wright Appreciation. 
Committee responsive

to the Federal Election Commission's request 
for documents relating to

its written questions.

Dated: January 8, 1990

C) 2VfIIIV
>iaroriB. Yourigbloo

Assistant Treasurer,
Congressman Wright
Appreciation Co=, ttee

Subscribed and Sworn To

Before me This

._,day of January, 199C

Not Co lic 47

My Corrnissicf expires:

- -.......- -
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WRIGHT APPRECIATION C(OMMITTE
Po Office Box 14130 Fort /orth, Texa 76101

April 25, 1989

Re: FEC ID No. C00012427
030244

Honorable Danny Lee McDonald
Chairman, Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Dear Chairman McDonald:

It has come to my attention that the Wright' Appreciation Committeewas inadvertently not invoiced for expenses Incurred during a 1985 trip
to several Texas cities, and, therefore, those expenses were not paid.This trip involved an individually owned plane that was chartered for athree-day trip in Texas on June 30 - July 2, 1985. The purpose of thistrip was to prepare for a fundraiser held in Fort Worth in November 1985.

The cost of the charter was $8,050.16 and the Committee has nowreimbursed the owner of the aircraft. I am enclosing a copy of the amend-
ment detailing such expenditure.

0We regret this oversight and trust this procedure of reportingthe expense will meet with the Commission's approval.

Sincerely,

MarjorfB.Youngbloo
Assistant Treasurer

PsW, OW by CCPefui WMgit Apofscstigqw eonmjtt.
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16. OTHER RECEIPTS (Dividea, Inlerat, etc.) . . - . . . . .

r~, ,TOTAL RIECEIPTS fadd I1I W, 12.,13 (0). 14 on III ........

11. DISSURSIME Nil

1.OPERATING IXPEND,"TWES...............................

18. TRANSFES TO OTHER AL)THOPUZECO COMMITTEES........

19, LOAN REPAYMENT$,
(a) Of Lamns Mo# oo' Owsarittoo bv the Com.dalg.... .. .. .. .. .. .. . .

C) (b) Of Ali Othir LWI....................................
Ic) TOTAL LOAN REPAYMENTS (add 19 w end 19 1b))...........

21'.. AEFUNSOFCONTRIO)T#ONSTO:

fb) politiest Paniy Committees. .. .. .. .. .. .. .. ....
it) Other Political Comm'nttv ,. .. .. .. .. .. .. .. .. ..
W lTOTAL. COTRISJT9ON REF;NDS (add 20 I), 20lb)I gaO 20

21. OTHER 0158LRSeMEN-S ............. ...............

22. TOYAL OISSURSEMENTS tbod 17,.18, 19 Ic), n0 Id) and 21)

mpotC swat A0 -P led'I

COLUJMN A
Toul!This ftrioa

To; 12-31-85
COLUMN I

CSIVFdaYost-i..Oats

749A297.90 76 0, 5 9 7

-0- $1 0d)

-1,21* 7 , 8 1 089.78 1a

12-000.00

- - 131#1

I%

L1,237,886.68 .9278.568.36

197t667.32 1 198 198.3 1

-U-. -0- IS

I 20 1 

197 .667 .3 2

Ill. CASH SUMMARY

23 CASH ON HAND AT BEGINNiNG OF REPORTING PERIOD

24. TOTAL PRECEIPTS THIS PERIOD (From Lne 16).........

$ 4C415I.^

S

2S. SUSTOTAL (Ado Lint 23 llid Lime 24).................

26. TOTAL OISOJRSE%4ENTS THIS PERiOrkw (From Lint 22)

27. CASH ON HAND AT CLOSE OF THE REPORTING PERtIOD ISi~bfsCl Line 'm2$,- S

3 7-,-8 6 6. 6 8_ _ _ _ _

I ,7,071

197,667.32

1,080,369.83

--I

BONN-

I - I

---r

2.000.00
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awmm ee ll s ns .. the mnrm Ie s " ~ aY Ph I T ab l e o w d y nln O O R t efttrbvt o. f o lc it ~ing ftrllew fo

No'W OfI CYmfiflW tin Pull)

WRIGHT APPR.ECIATION FLND
A. pull Na,.. M@iWAi., doo ur ma.'w vie r .U

The idland Hilton
F. 0. Box 2828 -
Midland, Texas 79701

I. Pull Name, Meling Addtow end Zip EC060

The Midland Hilton
P. 0. Box.2828
Midland. Texas 79701

C. Pull hame. Multiesg Aid,,. eMNdZip code
The Pinnacle of Midland
Midland, Texas

I Pwl 0Uof OIounement

Lodging and food

Disbupsntwfor: R~nmary
c 0Other (goe IN I.

0 General

Dow. (month,

day, year)

7/1/85

Armoontof Lach
OlabuswfYO'.t This Period

$90.00

Proaof DioebmreIls Date (ronth, AMOnij of Each
Lodging and food dayt. teen Diw.mnt This Perio0

016Dbumr"ntfor: Rptmlry v ne 7/1/85 304.09
0., 4loly):A

Purpose of Dolbuwneni

0. Pull Natme, Mailims Alone. and zip Cede110np0044 O bwnemenI Dols Imoritti. Arnort of Eacht
Four Seasgots Hotel Lodging atnd food day, "or) D~rp~met ThisPofie0
555 South Alam FL
San Antonio, Texas 78205 Dfibummernent for: R Pri"rftaCyGenernf 7/2/85 1,199.41

t. Full harms.Moiling Addrms and ZIP Coe Pn.ofow rw.nONTOe(anthi. Arnownt of Each~
American Express Company aw0ag $id'.87 da.ei) Obr1lnhsro
P. 0. Box 13764 Avis ca r r tal135
Phoenix, Arizona 85002 ~uvwfr*PmayOnec 7/2/85 448.52

FF. PuN Name, Miling Aldme. and Zip Code upuo tuwg~Dtet'sh ~ wto e'
rxxon Company, U.S.A. Ato o expen~toe mnseh~,l OiJ.t Of senv

P. 0. Box 4317 At xessdy erI Osn"~ hsPro

Houston, Texas 7709"j-0020 oisournmen,,tfor: fiPren~ry Cr.&rwrai 715/ 5350

tQ. ull arms Maik-q ddro VW ip CD& -.- o0OtPhen(specify):-
* Fll ame Miia A~ew nd P CdePurpmg of 0Duwnere lDoti (myonth, Amnount of Each

Dave Ramage Printing clytr? Diourwmeft Tht NfW~

20A.19 Rayburn Building-I
Washington, DC.2055 0010u' f~fr:X"vna- Ces i8/29/85 : o-ao

H. Full Nanw, Majieq hadrsa ml ZIP CO&e~o r~iwetDt mn~, Atuto ~t
Amenities Unimited, Inc. Arrangemen~ts for Nov. 15 day ear..) 0Osbu~ert This ftno
P. 0. Box 470663 9/23/85 -4 GA 500/'201
Fort Worth, Texas 7610 7 rO,1burwMaftfo,: 1Upvierwry ocoml- 85 A o50 .O

1. Full NaRMebta~liAdrftwmd ZIP Cof. Pwrpo. of 0lsrwryflt Date (rMonth, bjnount of Each
Tarrant County Convention Center Rental Convention Ctr. do. V ear) 0ibw"t This riod
111.1Houston L O- - IaI 9/23/8540" ;821, 1
Fort worth, Texas 76fr VP-rr&-Y0~nyl91./8 1800

SUISTOTAL of OisivrgnwpTh4is Popsloptiomaj......... .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ...

coie (Fmonth.
day, year)

7/1/83

Oisourwrren This Period

543.59

?OTAL. Thieriod(1Nor(a" et htis ie wm~~ber o' I ............. .................

mm"

Rlception. ex2efts#,_ I
Disbans"WAt for: fiftim"ry OG"-;4q:; beftef, IR&Nrffvl.

-- - --ffiwm
I
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- - -- .( S u m m r y P j q e 1

TO 3 is fos &^ m& dMO I

-0.BOx1413 A..j S

Fort Worth, Texas 76101 ielbis&jf@evIa,00DUVrpotd

TYPE OF MPQ7'

Quo e y eport C Twoltpt dav repr, pwe~cdltg-

C lbQuarterlty Report Vit'io"on I__________ n ImteODI

C Oclowle.15 oQurterly fteporl

J .nW e' 31 Year End lRepo rT rot _ day____________ l 1110 Stat#eneral_________________OR

C IV J1 Md Yeartor t INo,r lct-ov, year Qii,t C Tormflglo
10 i Report

T?,%-oo tcontins eclivity lo -Prm,.E~t 12 of" 0en...egE'eton C bc.Elisclteen C RY419f Plcto
SUMMARY 

COL JMPVA C OUMN.~~b Cover-fin Pir 14 ,, 1 -8 - -th..ive)h.1z -05 Thil Period ICPe ~ ~t
Ib Nr Corw'?,ioml ittimittil ~gmfinSj

ortti?,~Uitmicimiftn, Man 104M~,) fFPOrrr Lre II101 il10,050.00 
22,582.00

WJ Tot.' Cetirbuwir Me H fu.rJs i'ftolI Lo~e X2(oll 
0

1c;No Cniioi-mst~tOr'mftC~0 ~w~oc L#6(6 tooA~))10,050.00 22,582.00

(a) rotl O mim E oon~tues Irwti ine17,76,48 .37 2

40'0 o" Id at C!o0 ' oR00"U19 ylOiod'lror. LA.27' 8,311 .35
9 0#011 6"c co0'..oe ,Ow~ed TO Tr l.e"~e 0

Tuli irVeir 6DO424 9530Henry E. Kerry 
LOC~l 202 S23 d44

AI. ov-ol art,^1of E C F 04 %43 er-d F C*cs$4%0'608% ^0 d001mj oVd

tEc 'OR&M 3 13,801

C)
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'v 1eot UCi0and o'IbufsefgrIls
* (Page 2. FEC FORM 3)

0460"tC~,qw~ ~i..i
CONGRESSMAN WRICiT APPRECIATION COX417TTEE

I. RECEIPTS

II. CONTRIDUTIONS other thsmi"A) FROM:
10 ad#IA vovis /Pt sent Other, Then P@iijcaf Commwilo,............

(Maine EmItY Unitemid I I
1)P0ittiC4et ~ty Commute.",

IC) Other POWt0cal ceeyvytmg.................
(6) The Ca~didt . ....... .. .. .. .. .. .. .. .. .. .. .. .. .. .. .to) TOTAL CONTRI1BUTIONS (othe~r them loans food III#), I1Ito), 1110)

end I11(01.

12. TRANSFERS FROM OTM4ER AUTHORIZED COMMIrTZES ..........

13, LOANS.
W Mde ofG4.ae"Itff by the Candidate.......................

fiAll Other Lam . .. ....... .. .. .. .. .. .. .. .. .. .. .. ..
Wc TOTAL LOANS (&ad 13 (a) and 13 Ib)).............

14. OFFSETS TO OPERArINO EXPEN01TViRES tRellunds, Robott. C I.

M.OTH4ER RECEIPTS (Divided, Interest.tc.....................

--4,. TOTAL RECE' 0TS (bdd I1 (e). 12.13 (9). 14 Ifd 15).............. .

e"\lI1. OlS"JRS3MEpNim

s *Deft covefe"~s IpteCarfig
rom: 7-1-85

COLUMNATotal This Ptriod

"I-
To- 12-31-85

COLUMN I

350.00 1 7.1500l11(al

7 j000.00 15,407.00 11 lb)

-0- 0- 1)

F~TQ.Q~i0 .QT-&.011.

* - -- lo,5000 2238.0

-o-

*~~~1 (g - ) s

- -014

11 .- 23. 2 . 7. 77

11. OPERATING EXPEIYDITUP49ES.........................14 .37 1

18, TRANSFERS TO OTMER AUiTMORIZE0 COMM,17E 0 0 1 0 0

It. LOAN REPAYMEN~TS,

C) LAI Of Lo.'-& Made of 3ullfan"141d bY t?% Cndid.,.......... .- 0
( Of All OthofLr 0(a

(c) TOTAL LOAN REPAYMENTS (&cc 19 (6; sand 19 (bl).........,---1 a

20. REP.JNDS Or- CONTRIBUTIONS TO:
(s) so..ai/e.cnis otPt? -,her) Pof'tecaI Commrtes .,-0i

(c) OtFW 'Po't 'ca? co'frmts.. . ..... .. .. .. .. .. .. . . . . . ...........
(C) TOTAL CDNRII r"ON REr-UNDS .1d 20 ag), 20 (b). aro 20 1,:;,.---0 0

C7HEP DISDURSEVENTS. ......................................... ~Q%2

77. TCOTA.. ISBLJRS tENrS 1&40 17, 10, 19 cl. 20 (dlaIa 1) .1.5.98. 9.Z8.7 .

111 CASlI SUMMAR Y

%. CASH ON MANO AT UE31NNINC OF RIEPORTINQ PEAIOD

4 TOTAL PECEIP'S TeitS PERICOD iFrom Line 16)

5. SJBTO AL AOO L-4. 23 N8d 0L~flC24)

76 TCTA.. OI58.J#FRSE.VENTS rgP4$ PERIOD (Flom iL-mg 771

5 ~. 2 1.. 8 3.

.$ -. .228.63

63,230.46

S

ICASH OPY "AN:!)AT CLOSE or 1#'c REPORTING PEIIU LS 151'ra2 Ljte 'N lrafrr25) $

5419.1.8-91

3 311 .55

0011- -

7
17



SCH904JLE B *T EMIZED DISBURSEMENTS

Page - of.U ~
INE k4 MER I

ms oarmiteovtl for I @,each
W catgo'yof it%# Dflaoid

sgrtvmsay Pave)

Ain f~ttt, Cawdd l* W% e n i SAd teR0M*ts teRaY uot bd 014Of le * d by OCAY Parieoti fowthis puppese of eoisc'lrtg Con rjbwtw.on Iof f or
PumewC~f d. 0thef %tOA tUing She e tms&n40 S~a9ltt of WIy pofiIIC&I ComYtlttii tO olitcit eAntributions foIWOiuP' omill

NaiY 0; o m O mVitti..

CONGRESSXAN WRICXT APPRECIATION C0XMITTEE

A. F611 41,110, WIbW Ai*dMIN Io cooeNrvow of Divrmeont Dt ol M0.h, kowt of Eacht
Alan Kahn Reimbursement for expenses dav,v*0 ieerttitTisPro
P. 0. Box 10073 of re;eption 61301/-85
El Paso, Texas 79991 Disbuvemne,: rimnery 01evfee'al 7/31/85 $1,003.09

0 Oth erIpcify),
i. ows Pume1W.M&NAWEEI@ ww11P N'Ce" PrpeofDsbrwmilt Dte(manth. AnmownoW Each
American Express Company AcCt. 3739 714104 71008 day.veat) 0Ottburw~AI ti 111110,,d
P.O0. Box 13764 At xes -117Phoenix, Arizona 85002 0tourvnmeritior IXrimary Owe.?al8/2,0/85 K 386.43

c. FPis 111" . i-eliq Mdr*wE ZIP C0111"NrPeaeof Disbueortu Date (month. j Adoynl of fit"~
IHershey hotel- food $6. 5 day. year) Disbursemeant ths Pete.d
/Hershey-HotgI - 1cid-irig '226.44
/ ~~Oiburliewnt for: 0 poivy0 era
/ 0 Othu l(.awetv):

0. 11011 NOR,. Mijknt.6 Ad;Z amilZp C1100ftPrOieof OeSbuvnent ADate (r"rith. Am"ow~nt off Eac%

Miort fead:shi daY._veal) Dsvwmemi Ths Prio

/E ul am.MbibrieA4 m "ZIP Cod uoeo ibironm al mnt, Aon !.~
TxsDep-ocratic Party Computer listsCLY et 0itvsrtnThsPto

85Brazos, Sulte 200'
AsiTexas 78701 D~inbwmvu~q: JPrimarv Oencrat /255616.30

t) Other (Coip..c

-F, F Unfl M@. MIinillAE4flw m Z1PCode Pfrvesaof DOsburwmmnt Oat9(month, j A^rnof &EaCh,
*exas Eec:ric Service "Company Eeti srieday. Year? OsbvisuoeninThis 0P,,,
For! Worth, Texas 76194'lcrc evc

) * ~gjrwent y ~,,rarycoenew. 8 '~8j 1.3.86

t;. Full Nems, Madig NAdores ndZIP C3,00 Nr~owaof Du.AlsoemntCate f(Mont?). Amouni t fEacr

I a i1s Corday. ye() 0lbrw-wij %T,j,10Tex a G 671s' C or ea 1/4 page ad August 1985 ed , 0
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Derr&ratic Leadership CoscIl

July li, 1985

INVOICE FOR DLC LUNCHEON HELD IN SAN ANTONIO, TX

DATE: July 1. 1985

L*cheon cost, $20.00 for 8 staff members:

oodn Dirton
**' AbcPFA Ctow

'm& n S Aow

nm Arnko jam

Mr. Marshall Lyman
Mr. Don Kenard
Ms. Anne Page
Mr. Steve Charnovitz
Mr. Phil Duncan
Mr. Carig Raupe
Mr, Tom Gaubert
Secretary from, Dallas office

TOTAL: $160.00

Please remit to: DEMOCRATIC LEADERSHIP COUNCIL
499 South Capitol Street
Suite 402
Washington, D.C. 20003

Attn: Jody Brockelman

Thank you.



Detic Leadership Condil
-- ' " .... I N N-- __ I

July 11, 1985

Mr. Marshall Lyman
Congressman Jim Wright
1236 Longworth House Office
Washington, D.C. 20515

Building

Dear Marshall:

D.Chakwn

ecu~'t Dlrctow

I have enclosed an invoice for the cost of the luncheon you andthe Congressman's staff attended with the DLC in 4an Antonio. TX
on July I, 1985.

You can understand that we operate on limited funds and cannotassume this expense, If you have any questions, do not hesitate
to call me,

Thank you for your timely consideration to this matter.

With best wishes,

Sincerely,

Executive Assistant

Enclosure

A is



APPREC AT COMMITTEE

FORT WORTH. TEXAS 76t01

July 31

Alan Kahn

II~i SI
I
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-- e-i 4rkemenL for expenses relate

_. Tecept~on ir. El Paso

19 85.

$1,003.09

09CI5..
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APPRECIATI*COMMITTEE

FORT WORTH. TEXAS 7o101

PyIoti Sissy Day and Associates

.,: ,,J . .. ,,5, 2 4 DOLS 53 CS
r'Ivcice No. 1380-71-1Co

.i pZ i _e L j e la t ed to J u ly 1 rec .p tio n , A o

L- r .. ...... ..a

0July 1
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s2,494.53

Dollars
IORESSMAN WRIGHT

ECIATION COMMITTEI
,,
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DATE: July 8, 1985

INVOICE NO.: 1380-71-1

Mr. Phil Duncan
P.O. Box 1413
Fort Worth, TX 76101

DESCRIPTION:

WRIGHT RECETION, July 1, 1985

&) 227 mailgrams @ $5.15

Computer time:

11k hours @ $50/hr.
Preparing lists
Updating responses

Secretarial time:
June 7-July 1 20 hours A $25/hr.

0 R.S.V.P.'s
Calls to selected C.E.O.'s

who had not responded
Updated lists to Duncan
Coordinating wih Bill Clark
Coordinating with Marge Youngblood
Calls to line up hosts & dinner

Mileage:
34 miles @ .25/mi
2 cars to jetfieet July 1, 1985

:oiiway:

?arking at One Main Place

Postage:
I parcel #o Phi uncan (lists)
stamps @ .22 (correspondence)

$1,169.05

562.50

737.50 .

8.50

3.00

9.90

3.20

.88

TOTAT: $2,494.53

SISSY -AY & A5SOC,.- T , NC. 17' N. Marker St. S ui:e :4 " 9a, 7cxa " " (1-) 74-717 'Met) "CXW 46



JOTNJ' PUNDRIzIsN AGIR!MENT

WRIGHT APPRECZATION oZ41TTZZANO
IAOHz'rV CONRZBS COMI4ZTTEE

The WRIGHT APPRZCXATION COMlrTTR3 (hcreinafter re-ferxrod tO a 9 WAC"), Haj rity Leader Jim wright' auth'Orizcd
-Ampagn mOminittee., and the MAjORZTY CONOH.ESS CCw.j"Tg,# A o-

eotasziu.d Efderal political coa int~tvt (hereLnafter referred
to As 014(C") hereby enter into a oint fundraisLng agreement

fhcreiAft,..z rc2trred to me "the Agreement") pursuant. ti) 11C.rR. 4 102.11 and agree aa follows:
1. WAC and MCC (coloetivoly referred to fa "the

Pa:tLcunts-) ohall cnndqct a series of joint fundraising
0!Eofr-rw iii the noar future. The specific manner In which %jiegC) dninL fundraiuinq efforts will be conducted shall bv mutually

a9z"4*cd upon )y the parties.

2. 'rhe Wrigh t Appreciation Fund ( "the Fund"), th
Aoint fundr^1e$ng rommittee eatabliehed by WAC ilO MC, shalllaSC a tho .undraising repreaenratve oi. Lhc .int lundr4aalng
f'orTr,. Avuordingly, the Pund' will It L-Wv.j;fnl1b16 for (A)

co:'. otinq and dopositing joint Eundraling ConrLiUutions; (b)
bnq fundraisin5 onaz. from gross proceedu and %Irom funds,
advanced Ly tha parti#e& (c) diutribut ng net rrmceedal td)
ustabliahing A bank aCcount to be used .iloly for aoinL fund-
zoising rCcciprA And diuburscmune; &jDd (o) flainraining re-.nrr1w und reportinq OVerlAl joint lurudraisLn

9 actlvlty.



04a The j1artjvLjpants uhaZJ, forward any and &11
wontrihgij

5m which thuy receive t rum the 3Oint funsdrajgingeffart2 to th. Fund for d*ponit within the timR periods pra-Acribud by 11 C.?.R. 5 102.s (1.*., otributfone of fifty
dollars or leas *ha2,l he (orbarded to the Fund within thirty
daym, after their rectipt by either of thie Particlpant$3 Con-
tibinma cxcoedin9 fifty della oballI be forwarded Within~
ten d~ys after their receipt).

31 Any and all not proceeds fromy the jon fund-CD rAibi~.n9 efforto between the Paxticipants (af'Ltr the payment of
ftpnxs shal be divided kb*twegj Lh~j parL.Jeu as follows:

Sov~nty-ive rkercwnt of tho proeteds £rxum thev joint fundr4asr
will b* distriLbuted to WRGH AZ'?RECIATTON COMIT~TEZ atid twent-
ty-five percenL of the proceeda will bO4 distributed to M1AJORIT'Y
CONGES9 COMMITTEE) however, if jimi wr'jght cdelareso pursuantC)

to 2 U.S.C. 5 43ga, that he has exCcss capag funds, thenY.Aoprorty c0Ncncss COMMIi17Er will receive seventy-five pexcent
of the proccads and wJikGflT AkPRECIATION c*M17?'EZ wll rcceive
twenry-iive perent of the proceelds.

4. Thrn joint fundkraling atwfrts between WAC And
the c MC shall ho condujcted in compliance with the prohibitions
an lim~itarJons of the Federal Election Campaign Act of 1971,
am, iamndedo 2 U.,S.C. 5 4 31 et 84qgo and the L09W16tiong
p'zolTu~gat~d the.vi~r 1,1 C-N 4; 10 atC ifsq.
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WRIGHT APPRECIATION COMMITTEE

Post Office Box 1413 DI Fort Worth, Texas 76101

January 8, 1990

Phillip Wise, Esquire
Assistant General Counsel
Federal Election Commission
999 E Street, N.W.
Washinigton, D.C. 20463

Re: Matter Under Review 3000

Dear Mr. Wise:

At the request of Mr. David Frulla of Brand & Lowell,
the designated counsel for the Congressman Wright Appreciation
Committee and the Wright Appreciaton Committee and Henry Kerry,
as Treasurer, attached is the original of the Affirmation in
connection with written answers and documents relating to the
written questions in connection with MUR 3000.

Sincerely,

Marjori B. Youngblo
Assistant Treasurer

cc: David Frulla, Esquire
Brand & Lowell
923 Fifteenth Street, N.W.
Washington, D.C. 20006

Paid for by Congressman Wright Appreciation Committee

LO

CD)
zr

,bow



WRIGHT APPRECIATION COMMITTEE

Post Office Box 1413 E] Fort Worth, Texas 76101

AFFIRMATION

I affirm that the foregoing Response of the Congressman Wright

Appreciation Committee to the request of the Federal Election Commission

for written answers in connection with its Matter Under Review 3000 is

true and correct to the best of my personal knowledge, and that the

documents attached hereto reflect true and accurate copies of documents

in possession of the Congressman Wright Appreciation Committee responsive

to the Federal Election Commission's request for documents relating to

its written questions.

Dated: January 8, 1990

C) Marjori6 B. Youngblooci

Assistant Treasurer,
Congressman Wright
Appreciation Committee

Subscribed and Sworn To
Before me This

-'ay of January, 1990

Not#rYfPo1ic

My Commission expires:

Paid for by Congressman Wright Appreciation Committee



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

MUR 3000
Request for Extension of time )

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election

Commission, do hereby certify that on January 8, 1990, the

Commission decided by a vote of 6-0 to take the following

actions in MUR 3000:

i. Grant an extension of 47 days to
the Majority Congress Committee and
Robert N. Reeves, as treasurer, as
recommended in the General Counsel's
December 26, 1989 report.

2. Approve the letter as recommended

in the General Counsel's December 26,
o 1989 report.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry and Thomas voted affirmatively for the decision.

Attest:

SDate Marjorie W. Emmons
Secretary of the Commission

Received in the Secretariat: Wednesday, Dec. 27, 1989, 11:55
Circulated to the Commission: Wednesday, Dec. 27, 1989, 4:00
Deadline for vote: Monday, Jan. 8, 1990, 4:00



FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

January 12, 1990

Robert N. Reeves, Treasurer
Majority Congress Committee
P.O. Box 70193
Washington, D.C. 20024

RE: MUR 3000
majority Congress Committee
and Robert N. Reeves, as
treasurer

Dear Mr. Reeves:

CM This is in response to your letter dated December 13, 1989,
which we received on December 14, 1989, requesting an extension

until January 31, 1990, to respond to the Commission's reason to

believe notification. After considering the circumstances
presented in your letter, the Federal Election Commission has

granted the requested extension. Accordingly, your response is

due by the close of business on January 31, 1990.

If you have any questions, please contact Phillip L. Wise,

the attorney assigned to this matter, at (202) 376-8200.

Sincej XYt

Lawrence M. Noble
General Counsel



BEFORE THE FEDERAL ELECTION COMMISSION SENSITIVE
In the Matter of

)
Congressman Wright Appreciation
Committee and Henry Kerry, as ) MUR 3000
treasurer

GENERAL COUNSEL'S REPORT

I. BACKGROUND

On October 31, 1989, the Commission found reason to believe

the Congressman Wright Appreciation Committee and Henry Kerry,

as treasurer, violated 2 U.S.C. SS 434(b) and 441a(f). At that

time the Commission also approved interrogatories and requests

for production of documents to the Respondents. Information was

requested relating to the use of the 1972 Falcon 20 aircraft

owned by Kenneth C. Hood, for a trip on June 30 to July 2, 1985,

on behalf of Rep. James C. Wright, Jr., and his political

committees.
0

The Commission's notification letter with interrogatories

and request for production of documents was mailed to counsel

for the Respondents, on November 15, 1989. On or about December

14, 1989, Respondents' counsel, William C. Oldaker, informed this

Office that his firm no longer represented the Wright Committees

or any other respondent in this matter. Mr. Oldaker, also

informed this Office that the Wright Committees were now being

represented by the law office of Brand & Lowell.

On December 19, 1989, Respondents' new counsel contacted

the Office of the General Counsel and requested an extension of

time until January 7, 1990, to respond to the notification

letter and interrogatories. On December 26, 1989, this request



-2-

was granted until Monday, January 8, 1990.

II. ANALYSIS

On January 8, 1990, counsel for the Respondents submitted

their answers to the interrogatories and produced the requested

documents along with their statement in response to the

Commission's findings. In this response a request was made to

enter into preprobable cause conciliation. (Attachment 1).

The information provided by the Respondents will require

time to review and compare with information received from other

witnesses in this matter. In addition, one committee required

to respond in this matter has be granted an extension of time,

1V' by the Commission, until January 31, 1990. Therefore, this

Office recommends that the Commission decline at this time to

enter into preprobable cause conciliation in order to review and

analyze all requested materials and responses.
C

III. RECOMMENDATIONS

1. Decline, at this time, to enter into conciliation with
the Congressman Wright Appreciation Committee and Henry Kerry,
as treasure, prior to a finding of probable cause to believe.

2. Approve the attached letter. -

I / ~~

Date / - "/ No

'-/ General Counsel

Attachments
1. Reouest for Conciliation
2. Letter

Staff Assigned: Phillip L. Wise



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
MTJR 3000

Congressman Wright Appreciation )
Committee and Henry Kerry, as)
treasurer

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election

Commission, do hereby certify that on February 1, 1990, the

Commission decided by a vote of 5-0 to take the following

actions in MUR 3000:

"V 1. Decline, at this time, to enter into
conciliation with the Congressman
Wright Appreciation Committee and
Henry Kerry, as treasurer, prior to
a finding of probable cause to believe.

2. Approve the letter, as recommended in
C*) the General Counsel's Report dated

January 29, 1990.

Commissioners Aikens, Elliott, Josefiak, McDonald, and

McGarry voted affirmatively for the decision; Commissioner

Thomas did not cast a vote.

Attest:

Date Marjorie W. Emmons
Secretary of the Commission

Received in the Secretariat: Mon., January 29, 1990 4:17 p.m.
Circulated to the Commission: Tues., January 30, 1990 11:00 a.m.
Deadine for vote: Thurs., February 1, 1990 11:00 a.m.
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FEDERAL ELECTION COMMISSION
WASHINCTON, DC 20463

February 6, 1990

David E. Frulla, Esquire
Brand & Lowell
923 Fifteenth Street, N.W.
Washington, D.C. 20005

RE: MUR 3000
Congressman wright
Appreciation Committee and
Henry Kerry, as treasurer

Dear Mr. Frulla:

On November 15, 1989, your clients were notified that the

Federal Election Commission found reason to believe that they,

violated 2 U.S.C. SS 434(b) and 441a(f). On January 8, 1990,

you submitted a request to enter into conciliation negotiations

prior to a finding of probable cause to believe.

The Commission has considered your request and determined,

because of the need to complete the investigation, to decline at

this time to enter into conciliation prior to a finding of

probable cause to believe.

At such time when the investigation in this matter has been

C) completed, the Commission will reconsider your request to enter

into conciliation prior to a finding of probable cause to

believe.

If you have any questions, please contact Phillip L. Wise,

the attorney assigned to this matter, at (202) 376-8200.
Sinc~tly, / . /,

qawrence M. Noble
General Counsel

K\-



BRAND & LOWELL
A PROFESSIONAL CORPORATION

923 FIFTEENTH STREET, N.W.

WASHINGTON, D.C. 20005

REC[1'JLD

FEEAt) ILECiR(,tN 11 F C tiSS CJN

90 FEB -8 PH 3: 0.

TELEPHONE: 1202) 662-9700

TELECOPIER: (202) 737-7565

February 5, 1990

Phillip Wise, Esquire
Office of General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, DC 20463

-n

"0

co

CD

.--

Dear Mr. Wise:

Enclosed please find an additional document responsive to

your request for documents and written answers in M.U.R. 3000.

Please telephone me if you have any questions in this
report.

DEF: 1dm
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BRAND & LOWELL
A PROFESSIONAL CORPORATION

923 FIFTEENTH STREET, NW.

WASHINGTON, D.C. 20005

TELEPHONE: $2021 662-9700

TELECOPIER: 202) 737-7565

February 14, 1990

BY HAND DELIVERY

Phillip Wise, Esquire
Assistant General Counsel
Federal Election Commission ro
999 E Street, N.W.
Washington, DC 20463

-D

Re: Response of Majority Congress Committee to Reauest for zj
Documents and Written Answers in M.U.R. 3000

Dear Mr. Wise:

During a telephone conference I had yesterday with Elizabeth
Campbell of your office, she informed me that the Majority
Congress Committee ("MCC") had not yet responded to the
Commission's request for written answers and documents in M.U.R.
3000. She also informed me that we had been designated as
counsel for the MCC.

Unfortunately, there has been an apparent and inadvertent
failure of communication, and we were not aware that we were to

o respond for the MCC. We will obtain the necessary information
from the MCC and respond forthwith.

Ms. Campbell also informed me that the MCC's not yet
responding explained why conciliation was not proceeding on
M.U.R. 3000 at this juncture. As I assured Ms. Campbell, the MCC
as well as Mr. Wright's joint fundraising committee and his
personal campaign committee remain committed to conciliating all
the outstanding matters pending before the Commission, so that
these committees can most efficiently wind up their remaining
affairs.

I apologize for any confusion and delay that has occurred,
and will respond as quickly as is practicable in M.U.R. 3000.
Please telephone either me or Stanley Brand if you have any
questions in this regard.



BRAND & LOWELL
A PQgO9SsOA6 COegArION 4 :" -

923 FIFTEENTH STREET, N.W.

WASHINGTON. D.C. 20005

E£E P- NE 2Z 62 97
-

March 23, 1990

VIA FACSIMILE. ORIGINAL BY AIL

Elizabeth Campbell, Esquire
Assistant General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, DC 20463

Re: Matters Under Review 3000 and

Dear Ms. Campbell:

This is to confirm that you agreed during our telephone
conversation today that the Wright Appreciation Committee, the
Wright Appreciation Fund, and the Majority Congress Committee may
have until April 6, 1990 to respond to certain concerns we and

-- the Commission legal staff discussed during our February 28, 1990
meeting. These concerns relate to the value of the aircraft
trips in MUR 3000

C)
Thank you very much for agreeing to this extension. Please

call if you have any questions or require any more information.
) - S Sincerely(Th

Frulla
DEF:I1dm
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C'-

Ms. Linda Tangney
Reports Analyst
Reports Analysis Division
Federal Election Coimission
999 E street, N.w. I
Washington, DC 204631

Re: June 28. i990, Letter from-John Gibson Re: Wraight
Appreciation Fumd. ID No. C00222307

-

Dear Ms. Tangney:

The Wright Appreciation Fund has forwarded to us a letterdated June 28, 1990, from Mr. John Gibson of the Federal ElectionCommission (the "Commission") to Mr. Craig Raupe, Treasurer ofthe Wright Appreciation Fund (the "FundN) , requesting the Fund tosubmit an April 1990 Report of Receipts and Disbursements for theperiod January 1, 1990 through March 31, 1990.

1 talked with Ms. Pat Sheppard of your office July 3, 1990in your absence regarding this letter. I informed her that theFund was no longer involved in political activity, that the Fundwas still in existence only to resolve pending matters before theCommission, and that the only activity in the Fund's account lastquarter was a Postal Service refund. I have also learned thatthe Fund paid federal income tax on interest earned in 1989, itsonly disbursement for the quarter.

Ms. Sheppard stated that the Fund should nonetheless filethe first two pages of an April 1990 report, and a supportingSchedule A for the Postal Service rebate. I told her that Iwould have the Fund do this, and they should be responding toyour request in the near future -- but most likely after the
holiday week.af

If you have any more questions in this regard, pleasecontact either me or Stanley Brand. Also, as we are attemptingto conclude the activities of Speaker Wright's politicalcommittees, please direct a copy of future inquiries to us.
Thank you very much,,

Sincerely,

David E. Frulla
DEF: 1dm

6002,1002o
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SENSITIVE
BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Congressman Wright Appreciation ) MUR 3000 CD

Committee and Henry Kerry, as )o

treasurer )

Majority Congress Committee and
Robert N. Reeves, as treasurer )

Kenneth C. Hood )

Thomas Gaubert

Edwin McBirney

GENERAL COUNSEL'S REPORT

I. INTRODUCTION

This report addresses issues related to the 1985 joint

fundraising flight by former Congressman James C. Wright, Jr. on

-a plane owed by Kenneth C. Hood. Specifically, whether the

proper valuation for such a plane trip would be what the

C chartering company would charge the owner, or what the charge

would be to other persons or organizations. An additional issue

is what proportion of the proper valuation for this joint

fundraising plane trip should be borne by each of the two

organizations benefiting therefrom.

I. BACKGROUND

On October 31, 1989, the Commission found reason to believe

the Congressman Wright Appreciation Committee ("WAC") and Henry

Kerry, as treasurer, violated 2 U.S.C. §§ 434(b) and 441a(f).

On that same date the Commission found reason to believe that

the Majority Congress Committee ("MCC") and Robert N. Reeves, as

treasurer, violated 2 U.S.C. § 434(b). The Commission also
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found reason to believe Kenneth C. Hood violated 2 U.S.C.

S 441a(a)(1)(A).

On December 6, 1989, counsel on behalf of Mr. Hood

responded to the Commission's reason to believe finding and

accompanying subpoena. (Attachment 1).

The WAC submitted its answers to the interrogatories and

produced the requested documents along with its statement in

response to the Commission's findings. (Attachment 2). In this

response a request was made to enter into preprobable cause

conciliation. On February 1, 1990, the Commission declined to

flr0 enter into preprobable cause conciliation with the Congressman

Wright Appreciation Committee and Henry Kerry, as treasurer, in

MUR 3000 until after a response from the Majority Congress

Committee was received.

On February 14, 1990, MCC through counsel responded to the
C)

Commission's reason to believe notification. (Attachment 3).

In this response counsel, who represents both MCC and WAC,

reinterated a desire to conciliate this matter on behalf of the

committees.

On February 28, 1990, staff of this Office met with counsel

for the committees to discuss the outstanding issues and their

requests for preprobable cause conciliation. Counsel expressed

a desire to resolve these matters as expeditiously as possible.

As a result of this meeting, counsel indicated that they would

be filing a response from the Majority Congress Committee in MUR

3000 and filing supplemental information to clarify their

position on key issues. Counsel indicated that this
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supplemental information should be filed by the end of March.

On April 6, 1990, this Office received MCC'S 
and WAC's

joint additional response, 
as promised by counsel during the

February 28, 1990, meeting with staff from this Office.

(Attachment 4).

II. ANALYSIS

1. Kenneth C. Hood

Responding on Mr. Hood's behalf counsel asserted that

Mr. Hood did not intend to make a contribution to Congressman

Wright at the time he agreed to let Mr. McBirney use his

aircraft and that his reduction of the invoice 
after the fact

was to avoid being "stiffed" 
for the entire amount of the bill.

Mr. Hood at the time owed financial institutions controlled by

* Mr. McBirney and Mr. Gaubert substantial sums of money and was

0 not in a position to turn down their requests. In any event,

Hood had no dealings with Wright 
and had no intention that he

7) should not be paid the cost of Wright's trip at the time.

In his sworn response to interrogatories, Mr. Hood stated:

I was contacted by Edwin McBirney

("McBirney") in early June of 1985.

McBirney explained that James C. Wright,

Jr. ("Wright") needed an airplane for a

trip in Texas later in the month. He

further stated that he and Thomas Gaubert

("Gaubert") would pay me for the costs

associated with the trip. It is my

belief that the entire agreement to use

the airplane was made with 
McBirney who

was speaking with authority for Gaubert.

It was my belief that McBirney approached

me for the aircraft as opposed to

chartering directly from Jet 
Fleet

because it knew I would let him have it

at cost. I had no direct contact with

Wright or his staff except that I was

provided an itinerary which 
I in turn
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provided to Jet Fleet.

Mr. Hood also indicated that he did not seek reimbursement

from Wright or his committees because he thought tcBirney and

Gaubert were to pay him for the trip. Furthermore, Hood stated:

In April (if 1989 before the Wall
Street Journal article was published,
Gaubert contacted me and told me Wright
wanted to pay me for his trip in 1985.
Gaubert did then gave[sicj me a check to
pay for the trip which I held for a few
days and then cashed. The check to my
recollection was drawn on an account of a
Wright Committee. I never sent a bill to
Wright for the trip.

co)
The facts that Hood had no direct contact with Wright or

his committees; that Hood expected payment for the trip from

Gaubert and McBirney; and that the check for payment was

delivered by Gaubert give validity to Hood's claim that he had

no intention of making a ccntribution to Wright and his

0) committees. Nevertheless, Hood's payment to Jet Fleet of

expenses incurred for Wright's use of the aircraft and failure

to attempt to get reimbursement from WAC or MCC resulted in an

in-kind contribution. It should also be noted that on January

11, 1990, Mr. Hood, as the result of a guilty plea on income tax

and fraud, was sentenced to five years in federal prison. Mr.

Hood is presently serving this sentence at the Texarkana Unit

Federal Penitentiary, in Texas. In view of the foregoing, the

Office of the General Counsel recommends that the Commission

take no further action and close this matter as pertains to

Kenneth C. Hood.
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2. Wright Appreciation Committee and Majority COngress

Committee

Under Commission regulations, an in-kind contribution

occurs unless a provider of goods or services is reimbursed for

the "usual and normal charge" therefor. 11 C.F.R. 5 100.7 (a)

(1)(iii). The "'usual and normal charge' for. . .services" such

as aircraft transportation is the "hourly or piecework charge

for the services at a commercially reasonable rate prevailing at

the time the services were rendered."

11 C.F.R. S 100.7(a)(1)(iii)(B) (Emphasis added).

In the First General Counsel's report this Office raised

the issue of whether the correct valuation is the charter rate

from Jet Fleet to Wright or what the charter rate would be from

Jet Fleet to Hood, the owner? Respondents' counsel argues for

acceptance of the latter because (1) that is the valuation the

House considers proper when Members charter aircraft services;

(2) that accepting any other method of valuation would create a

preference for using corporate aircraft which could be chartered

cheaper than individually owned aircraft; and (3) that using a

method of valuation different than that approved by the House,

for its Members, would cause unnecessary hardship or surprise to

affected parties.

In making its preliminary decision that the WAC did not

fully reimburse Mr. Hood, counsel for WAC and MCC states that

the Commission may have created an unnecessarily inconsistent

system for valuing private air transportation. First, counsel

notes that the Commission in its factual and legal analysis
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rejected the analogy to its only other aircraft service

valuation regulation, under which a candidate or his or her

agent must reimburse a corporation or labor union for use of its

aircraft, as follows:

(i) In the case of travel to a city served by regularly

scheduled commercial service, the first class air

fare;

(ii) In the case of travel to a city not served by

regularly scheduled commercial air service, the usual

C~) charter rate.

11 C.F.R. § 114.9(e).

Counsel states that each of the cities on Speaker Wright's

tour is served by regularly scheduled commercial service.

Hence, under 11 C.F.R. 114.9(e), the rate that Jet Fleet

0 charged Mr. Hood, which counsel contends approximates first

class airfare, would be adequate. According to counsel, if, as

the Commission would have it, a candidate for federal office can

use a corporate or union aircraft for a lower price than an

individually-owned counterpart, that candidate would choose the

corporate/union aircraft. Counsel contends that this runs

contrary to the FECA, which is designed to delimit sharply

corporate/labor union federal political activity.

Furthermore, counsel points out that the Commission's

initial decision on Mr. Hood's reimbursement directly conflicts

with House of Representatives reimbursement rules, adversely

affecting a large community of candidates governed by the

regulations. House Members must reimburse the donor of any
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"gift", including gifts of transportation, furnished by any

person not a relative aggregating more than "minimal value"

See Ethics Reform Act of 1989, Pub.L. No. 101-194, 103 Stat.

1716, 1771-72, amending House Rule XLIII, cl.4.

According to counsel, the House Committee on Standards of

Official Conduct confirmed that aircraft travel qualified as a

"gift" under House Rule XLIII. The House Committee on Standards

next addressed how to value these flights. As does 11 C.F.R.

S 114.9(e), the House Committee on Standards valued private

- aircraft travel at the "commercial air fare" for trips along "an

established, scheduled route." For other trips, the Committee

rNI employed the "cost to procure such flights by commercial charter

using an aircraft of the type on which... [the Member) flew."

The House Committee on Standards adopted this set of standards

because it was "[clonsistent with a policy first expressed by

the Select Committee on Ethics for the 95th Congress," which had

) previously examined and proposed guidelines for new House rules,

including House Rule XLIII.

Counsel stated that the Select Committee Final Report had

recommended that a gift be valued according to the following

standard:

In determining the value of a gift
where exact dollar figures are not
reasonably ascertainable, the individual
may make an estimate, or he may rely on
the valuation provided by the donor.
With respect to gifts of transportation
on private aircraft, the value is equal
to the commercial airfare for the same
flight. Select Committee Report at 8,
quoted in, Daniel Report at 12 (emphasis
added).
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Thus, according to counsel, the House Committee on

Standards valued flights taken by Rep. Daniel according on the

commercial airfare standard for Rep. Daniel's flights along an

"established" commercial air carrier route. For flights not

along an established route, however, the House Committee on

Standards employed the "charter rate." Significantly, the House

Committee on Standards determined the "charter rate" to be the

"hourly rate charged by Page to Beech." (emphasis added).

Counsel notes that this valuation accords with the Select

04 Committee's determination, quoted above, that an individual may

value a gift based on its cost to the donor.

Counsel points out the similarity of the Daniel Case and

the matter presented here: Like Mr. Hood herein, Beech Aircraft

owned the airplane on which Rep. Daniel traveled. And, like Jet

C--) Fleet in this case, Page Airways operated Beech's aircraft. The

House Committee on Standards found the "charter rate" to be the

rate Page charged Beech, its customer, and not the rate Page

would have charged Rep. Daniel, independent of Beech. This is

the same rate at which the WAC reimbursed Mr. Hood.

Once it concluded the Daniel investigation, the House

Committee on Standards issued an advisory letter establishing

aircraft reimbursement rates. Counsel notes that the House

Committee did not disturb its Daniel Report finding that the

"charter rate" is the rate the plane's operator charged its

owner. Thus, counsel argues that the Commission should not

unnecessarily disrupt an essentially consistent (compare

11 C.F.R. S 114.9(e) and House of Representatives
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determinations) aircraft valuation regime by valuing the WAC

flights as proposed in the factual and legal analysis.

Concurrently, counsel states that because the cities on the

Wright tour were serviced by regularly scheduled flights, the

commercial first-class rate is an appropriate valuation under

both S 114.9(e) and House standards. Even if, however, as

counsel contends, travel for the Wright tour should not be

valued at the first-class rate because Mr. Hood's aircraft was

available "on demand," the House Committee on Standards'

valuation of the charter rate as the rate the aircraft operator

charges the owner, should apply. Counsel also contends that the

Commission's ruling would result in unnecessary hardship and

surprise to the WAC. The Texas tour occurred almost five years

ago, when the WAC was vibrant and operating. In the meantime,

0 its activities have wound up, and it would be oppressive to

require it to reimburse Mr. Hood for another $6,500.

This Office does not agree with all of the arguments

advanced by counsel for WAC and MCC. Specifically, the

11 C.F.R. § 114.9(e) argument fails to point out that this

regulation also requires advance payment, and not merely

reimbursement after the trip. This advance payment requirement

is unique to 11 C.F.R. § 114.9(e)(1) travel situations. The

method of calculating the advance payment is the benefit

provided under 11 C.F.R. § 114.9(e). This benefit is an

exception to the general valuation rules of 11 C.F.R.

§ lOO.7(a)(iii)(B), which apply to any form of campaign services

and require that the hourly charge for the services be fixed at
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a commercially reasonable rate prevailing at the time the

services were rendered.

Nevertheless, counsel's contention that consistency should

exist between the treatment by the House and the Commission

regarding travel by a Member appears logical. According to

counsel, the House accepts the charter operator's charge to the

aircraft owner as reflecting the charter rate and adequate

reimbursement. Thus, in construing what the "usual and normal

charge" should be, this Office believes that where the

individual who owns an aircraft makes it available to a federal

candidate, the usual and normal charge would be the amount the

aircraft operator bills the owner, rather than the amount the

candidate would pay if he dealt solely with the aircraft

operator. This approach is consistent with the Commission's

general approach in valuing in kind contributions. We further
)

note that to adhere to the valuation method originally outlined

in the factual and legal analysis would result in a $6,500.00

windfall to Hood.

3. Edwin McBirney and Thomas Gaubert

Kenneth Hood stated in his response to the complaint

that in June 1985 he was contacted by Edwin McBirney, who asked

if Hood could make the jet aircraft available for use by Rep.

Wright later in the month. Hood said he agreed to the request

because of McBirney's promise that Hood's costs would be

reimbursed. According to Hood, after the flight he received an

invoice from Jet Fleet, which he paid. He asserted that he then

called McBirney and Gaubert and requested payment for use of the
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aircraft. It was also stated in the response that:

[i]n the conversations with McBirney
and Gaubert it was discussed that it
would be a positive gesture for Hood to
absorb some of the cost of Wright's use
of the aircraft and Hood decided, for

business reasons, to accommodate
McBirney's and Gaubert's request. He
then reduced the amount of the invoice by
one-third and billed McBirney and Gaubert
for the remainder.

According to Hood, the bills sent to McBirney and Gaubert were

never paid.

In his response to the complaint Thomas Gaubert contended

that he was merely a passenger on the Wright fund raising flight

and was not connected to either the campaign committee or the

owner or lessor of the aircraft. In his response to the

-complaint Edwin McBirney denied that he made Hood let Rep.

-C Wright use the jet or gave any instructions to Hood.

o In light of the foregoing responses, and the fact that no

evidence has been presented which shows that McBirney and

Gaubert paid for any costs connected with Rep. Wright's

fundraising flight (even if they may have been involved in

arranging for the aircraft), this Office recommends that the

Commission find no reason to believe that Thomas Gaubert and

Edwin McBirney violated any provisions of the Act or the

Commission's regulations as pertains to this complaint and close

the file as pertains to them.

III. DISCUSSION OF CONCILIATION PROVISIONS AND CIVIL PENALTY

According to Jet Fleet, the aircraft operators, a charter

trip such as the one at issue in this matter would have cost a
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person other than Hood, the owner, $14,762.48. (Attachment

5(2)). Hood was charged $8,050.16, which WAG eventually paid.

The trip was from June 30, 1985 to July 2, 1985, however WAC did

not tender payment until April 25, 1989. This delay in payment

resulted in acceptance of an excessive in-kind contribution by

WAC for approximately four years. The reporting violation by

both WAG and MCC resulted from their failure to allocate which

portion of the $8,050.16 in kind contribution was attributed to

each committee on this joint fundraising trip.

By way of mitigation WAG and MCC contended that failure to

timely pay was an inadvertent oversight, and that the bill was

paid as soon as it was noticed. The committees contended that

the failure to allocate portions to each was also a result of

this inadvertent oversight. In addition WAG and MCC request

that the Gommission consider as an additional mitigator that all

of the Wright Committees have ceased to operate and are

effectively closed for business.

IV. RECOMMENDATIONS

1. Enter into conciliation with the Congressman Wright

Appreciation Committee and Henry Kerry, as treasurer, and the

Majority Congress Committee and Robert N. Reeves, as treasurer,

prior to a finding of probable cause to believe.
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2. Take no further action and close this matter as it

pertains to Kenneth C. Hood.

3. Find no reason to believe that Edwin McBirney and

Thomas Gaubert violated any provisions of the Act or the

Commission's regulations with regard to the complaint filed in

this matter, and close this matter as it pertains to Edwin

McBirney and Thomas Gaubert.

4. Approve the attached proposed conciliation agreement

and appropriate letters.

Date Lawrence M. Noble
General Counsel

Attachments
1. Hood's response to RTB
2. WAC's response to RTB
3. MCC's response to RTB
4. Response MUR 3000 and 3011
5. Jet Fleet's response to subpoena
6. Conciliation Agreement

Staff Assigned: Phillip L. Wise

C0

ol



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Congressman Wright Appreciation
Committee and Henry Kerry, as
treasurer;

Majority Congress Committee and
Robert N. Reeves, as treasurer;

Kenneth C. Hood;

Thomas Gaubert;

Edwin McBirney.

MUR 3000

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election

Commission, do hereby certify that on August 15, 1990, the

Commission decided by a vote of 5-0 to take the following

actions in MUR 3000:

1. Enter into conciliation with the Congressman
Wright Appreciation Committee and Henry Kerry,
as treasurer, and the Majority Congress
Committee and Robert N. Reeves, as treasurer,
prior to a finding of probable cause to believe.

2. Take no further action and close this matter
as it pertains to Kenneth C. Hood.

(continued)
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Certification for MUR 3000
August 15, 1990

3. Find no reason to believe that Edwin McBirney
and Thomas Gaubert violated any provisions of
the Act or the Commission's regulations with
regard to the complaint filed in this matter,
and close this matter as it pertains to
Edwin McBirney and Thomas Gaubert.

4. Approve the proposed conciliation agreement
and letters, as recommended in the General
Counsel's Report dated August 9, 1990.

Commissioners Aikens, Elliott, Josefiak, McGarry and Thomas

voted affirmatively for the decision; Commissioner McDonald did

not cast a vote.

Attest:

Date rjorie W. Emmons
Secretary of the Commission

Received in the Secretariat: Thurs., August 9, 1990 3:58 p.m.
Circulated to the Commission: Fri., August 10, 1990 12:00 p.m.
Deadline for vote: Tues., August 14, 1990 4:00 p.m.
At the time of deadline, 4 affirmative votes had not been
received.
Final vote received: Wed., August 15, 1990 9:17 p.m.



FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20463

4?10 August 16, 1990

Stanley M. Brand, Esquire
David E. Frulla, Esquire
Brand & Lowell
923 Fifteenth Street, N.W.
Washington, D.C. 20005

RE: MUR 3000
Congressman Wright
Appreciation Committee and
Henry Kerry, as treasurer

Majority Congress Committee
03 and Robert N. Reeves, as

treasurer

Dear Messrs. Brand and Frulla:

On November 15, 1989, your clients were notified that the

Fr1 rai. Election Commission found reason to believe that they,

.....,lated 2 U.S.C. §S 434(b) and 441a(f). On January 8, 1990,

vnu submitted a request to enter into conciliation negotiations

plrior to a finding of probable cause to believe. The Commission

Crnn!idered your request and determined, because of the need to
C) comvlete the investigation, to decline at that time to enter

qinto conciliation prior to a finding of probable cause to

S1i eve.

The Commission's investigation into this matter is now

r-.mlete. Therefore, on Auqust 15, 1990, the Commission

i:oconsidered your request and determined to enter into

n-vmtiations directed towards reaching a conciliation agreement
in C-nttlement of this matter rrior to a finding of probable
rv1e to believe.

Enclosed is a conciliation agreement that the Commission

hi~ inproved in settlement of this matter. If your clients
-,Ior 'ith the provisions of the enclosed agreement, please sign

, n return it, along with the civil penalty, to the Commission.

In light of the fact that conciliation negotiations, prior to a

finding of probable cause to believe, are limited to a maximum

of 30 days, you should respond to this notification as soon as

possible.
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Stanley M. Brand, Esquire

David E. Frulla, Esquire
Page 2

If you have any questions or suggestions for changes in the

agreement, or if you wish to arrange a meeting in connection

with a mutually satisfactory conciliation agreement, please

contact Phillip L. Wise, the attorney assigned to this matter,

at (202) 376-8200.

Sincer ly,

Lawrence M. Noble

General Counsel

Enclosure
Conciliation Agreement

"N



FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20463

August 16, 1990

Richard C. Guinan, Jr., Esq.
Denton & Guinan
2121 San Jacinto Street
1600 San Jacinto Tower-LB 71

Dallas, Texas 75201

RE: MUR 3000
Kenneth C. Hood

Dpa M1r. Guinan:

On November 15, 1990, you were notified that the Federal

Election Commission found reason to believe that your client

violated 2 U.S.C. § 441a(a)(1)(A). On December 20, 1989, you

!:.ubmitted a response to the Commission's reason to believe

finding.

After considering the circumstances of the matter, the

Commission determined on August 15, 1990, to take no further

irtion against your client, and closed the file as it pertains

tn ynur client. The file will be made part of the public record

-. within 30 days after this matter has been closed with respect to

n11-lther respondents involved. Should you wish to submit any

O fartual or legal materials to appear on the public record,

r ]eCe do so within ten days of your receipt of this letter.
t " Trh materials should be sent to the Office of the General

Th -- nnfidentiality provisions of 2 U.S.C. § 437g(a)(4)(B)

1 537 1 a)(12)(A) remain in effect until the entire matter is

-1. The Commission will notify you when the entire file has

1-- n closed. In the event you wish to waive confidentiality

undnr ,2 U.S.C. § 437g(a)(12)(A), written notice of the waiver

must he submitted to the Commission. Receipt of the waiver will

hP arknowledged in writing by the Commission.

The Commission reminds you that your client allowing the

Conressman Wright Appreciation Committee and Henry Kerry, as

trasurer to use your jet plane without compensation in a

reasonable time appears to be a violation of 2 U.S.C.

§ 441a(a)(1)(A). Your client should take immediate steps to

insure that this activity does not occur in the future.



Richard C. Guinan, Jr., Esq.
Page 2

If you have any questions, please contact Phillip L. Wise,

the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Aawenc M.Noble
General Counsel

')



FEDERAL ELECTION COMMISSION
WASHINGTON. DC 2046.3

August 16, 1990

Stanley M. Brand, Esquire

3rand & Lowell

923 Fifteenth Street, N.W.

Washington, D.C. 20005

RE: MUR 3000
Thomas Gaubert

Dear Mr. Brand:

On May 25,
your client, of

sertions of the
amended.

1989, the Federal Election Commission notified

a complaint alleging violations of certain

Federal Election Campaign Act of 1971, as

On August 15, 1990, the Commission found, on the basis of

thp information in the complaint, and information provided by

your client, that there is no reason to believe your client

violated any provisions of the Act or the Commission's

ro ulations with regard to the complaint filed in this matter.

Accordingly, the Commission closed its file in this matter as it

pertains to your client.

This matter will become a part of the public record within

10 days after the file has been closed with respect to all

r1srondents. If you wish to submit any materials to appear on

thr, puhlic record, please do so within ten days. Please send

<ii-h materials to the office of the General Counsel.

rTh Commission reminds you that the confidentiality

pflonsfl of 2 U.S.C. § 437q(a)(4)(B) and 437g(a)(12)(A)

,Omain in effect until the entire matter is closed. The

(,,mmission will notify you when the entire file has been closed.

Tn the event you wish to waive confidentiality under 2 U.S.C.

137Ula)(12)(A), written notice of the waiver must be submitted

to- the Commission. Receipt of the waiver will be acknowledged

in writing by the Commission.

Sincerely,

Lawrence M. Noble
General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20461

August 16, 1990

Edwin T. McBirney
6218 Raintree
Dallas, Texas 75240

RE: MUR 3000

Edwin T. McBirney

Dear Mr. McBirney:

On May 25, 1990, the Federal Election Commission notified

you, of a complaint alleging violations of certain sections of

tr) the Federal Election Campaign Act of 1971, as amended.

On August 15, 1990, the Commission found, on the basis of

the information in the complaint, and information received

during the course of this investigation , that there is no

reason to believe you violated any provisions of the Act or the

Commission's regulations with regard to the complaint file in

--. this matter. Accordingly, the Commission closed its file in

this matter as it pertains to you.

This matter will become a part of the public record within

30 days after the file has been closed with respect to all

respondents. If you wish to submit any materials to appear on

the public record, please do so within ten days. Please send

such materials to the Office of the General counsel.

The Commission reminds you that the confidentiality

provisions of 2 U.S.C. § 437g(a)(4)(B) and 437g(a)(12)(A)

remain in effect until the entire matter is closed. The

Commission will notify you when the entire file has been closed.

Tn the event you wish to waive confidentiality under 2 U.S.C.

5 437q(a?(l2)(A), written notice of the waiver must be submitted

to the Commission. Receipt of the waiver will be acknowledged

in writing by the Commission.

Sincerely,

Lawrence M. Noble
General Counsel



BRAND & LOWELL Q( s/f)
A PROrESSONAL CORPOf ATION

923 FIFTEENTH STREET, N.W.

WASHINGTON, D.C. 20005

TELEPHONE 'POZ 662-9700

TELECOPIER. ?Z02 737-7565

October 31, 1990
Lo

BY HAND DELIVERY

Phillip Wise, Esquire
Office of the General Counsel
Federal Election Commission
999 E Street, N.W.' -7
Washington, DC 20463 '-11

Re: Conciliation of MUR 3000

Dear Mr. Wise:

Enclosed please find the executed conciliation agreement for
MUR 3000, along with a civil penalty of $1,500. The penalty
payment is comprised of $750 checks from both Respondents, the
Majority Congress Committee and the Congressman Wright
Appreciation Committee. You indicated to me last week that such
a division of the payment of the penalty amount was permissible.

C) Please telephone me both to confirm that the Commission has
approved it and to inform me when you will be closing out the
matter and making it public.

Please call if you have any questions or require anything
" further.

Sin(

DEF:db
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BEFORE THE FEDERAL ELECTION COR

In the Matter of

Congressman Wright Appreciation ) MUR 3(
Committee and Henry Kerry, as
treasurer

Majority Congress Committee andRobert N. Reeves, as treasurer

GENERAL COUNSEL'S REPORT

KISSION

000

SENSITIVE

I. BACKGROUND

On August 15, 1990, the Commission decided to enter into

conciliation with the Congressman Wright Appreciation Committee

("WAC") and Henry Kerry, as treasurer, and Majority Congress
I )

Committee ("MCC") and Robert N. Reeves, as treasurer.

(cI

C)
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Based on the above, the General Counsel recommends that the

CD Commission accept respondents' signed conciliation agreement and

civil penalty checks totaling $1,500.00, and close the file in

this matter.

11. RBCORRENDATIONS

1. Accept the attached conciliation agreement signed onOctober 26, 1990, by Henry Kerry, as treasurer of the Wright
Appreciation Committee, and signed on October 29, 1990, byC) Robert N. Reeves, as treasurer of the Majority Congress
Committee.

2. Close the file.

3. Approve the appropriate letters

Date /awrence M. N e

General Counsel

Attachments

2. Respondents proposed agreement
3. Checks

Staff Assigned: Phillip L. Wise



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Congressman Wright Appreciation
Committee and Henry Kerry, as
treasurer;

Majority Congress Committee and
Robert N. Reeves, as treasurer.

MUR 3000

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election

Commission, do hereby certify that on November 20, 1990, the

Commission decided by a vote of 5-0 to take the following

actions in MUR 3000:

1. Accept the conciliation agreement signed on
October 26, 1990, by Henry Kerry, as
treasurer of the Wright Appreciation Committee,
and signed on October 29, 1990, by Robert N.
Reeves, as treasurer of the Majority Congress
Committee, as recommended in the General Counsel's
Report dated November 15, 1990.

2. Close the file.

3. Approve the appropriate letters, as recommended
in the General Counsel's Report dated November 15,
1990.

Commissioners Aikens, Elliott, Josefiak, McGarry, and Thomas

voted affirmatively for the decision; Commissioner McDonald did

not cast a vote.

Attest:

//-fte- -o
Date J Marjorie W. Emmons

Secretary of the Commission

Received in the Secretariat: Thurs., Nov. 15, 1990 4:45 p.m.
Circulated to the Commission: Fri., Nov. 17, 1990 12:00 p.m.
Deadline for vote: Tues., Nov. 20, 1990 4:00 p.m.



FEDERAL ELECTION COMMISSION
WASHIN(tON. DC 20463

November 28, 1990

Stanley M. Brand, Esquire
David E. Frulla, Esquire
Brand & Lowell
923 Fifteenth Street, N.W.
Washington, D.C. 

20005

RE: MUR 3000
Congressman Wright
Appreciation Committee and
Henry Kerry, as treasurer

'NJ Majority Congress Committee
and Robert N. Reeves, as
treasurer

Dear Messrs. Brand and Frulla:

On November 20, 1990, the Federal Election Commission
accepted the signed conciliation agreement and civil penalty
submitted on your clients' behalf in settlement of a violation
of 2 U.S.C. 55 434(b) and 441a(f) by the Congressman Wright

C Appreciation Committee and Henry Kerry, as treasurer; and in
settlement of a violation of 2 U.S.C. § 434(b) by the Majority
Congress Committee and Robert N. Reeves, as treasurer,
provisions of the Federal Election Campaign Act of 1971, as
amended. Accordingly, the file has been closed in this matter.

This matter will become a part of the public record within
30 days. If you wish to submit any factual or legal materials
to appear on the public record, please do so within ten days.
Such materials should be sent to the Office of the General
Counsel. Please be advised that information derived in
connection with any conciliation attempt will not become public
without the written consent of the respondent and the
Commission. See 2 U.S.C. § 437q(a)(4)(B). The enclosed
conciliation agreement, however, will become a part of the
public record.



Messrs. Brand and Frulla
Page 2.

Enclosed you will find a copy of the fully executed
conciliation agreement for your files. If you have any
questions, please contact Phillip L. Wise, the attorney assigned
to this matter, at (202) 376-8200.

Lawrence M. Noble
General Counsel

Enclosure
Conciliation Agreement



FEDERAL ELECTION COMMISSION
WASHI~iCTON DC 204bi

November 28, 1990

CERTFIED MAIL
RETURN RECEIPT REQUESTED

Peter T. Flaherty, Chairman
Kenneth F. Boehm, Treasurer
Conservative Campaign Fund
1156 Fifteenth Street, N.W.
Suite 500
Washington, D.C. 20005

RE: MUR 3000

Dear Messrs. Flaherty and Boehm:

This is in reference to the complaint you filed with the
Federal Election Commission on May 17, 1989, concerning possible
violation of the Federal Election Campaign Act of 1971, as

,-, amended (the "Act"), by former Congressman James C. Wright, Jr.,
the Congressman Wright Appreciation Committee and Henry Kerry,
as treasurer, the Wright Congressional Club and Henry Kerry, as
treasurer, the Majority Congress Committee and Robert N. Reeves,

-- as treasurer, Kenneth C. Hood, Thomas M. Gaubert, Edwin
McBirney, George A. Mallick, and Jet Fleet Corporation.

The Commission, on October 31, 1989, found that there was
reason to believe the Congressman Wright Appreciation Committee
and Henry Kerry, as treasurer, violated 2 U.S.C. §S 434(b) and
441a(f); that the Majority Congress Committee and Robert N.

-) Reeves, as treasurer, violated 2 U.S.C. 5 434(b); and that
Kenneth C. Hood, violated 2 U.S.C. 5 441a(a)(1)(A) but on
August 15, 1990, decided to take no further action and closed
this matter as it pertains to Mr. Hood. On October 31, 1989,
the Commission also found no reason to believe that George A.
Mallick and the Mallick Company, violated 2 U.S.C. § 441b; no
reason to believe the Wright Congressional Club and Henry Kerry,
as treasurer, violated 2 U.S.C. § 441b; no reason to believe
that James C. Wright, Jr., violated 2 U.S.C. §§ 441b and
441a(f); and no reason to believe that Jet Fleet Corporation,
violated 2 U.S.C. § 441b, provisions of the Federal Election
Campaign Act of 1971, as amended, and conducted an investigation
in this matter. On November 20, 1990, a conciliation agreement
signed by Henry Kerry, as treasurer of the Congressman Wright
Appreciation Committee, and Robert N. Reeves, as treasurer of
the Majority Congress Committee was accepted by the Commission.
Accordingly, the Commission closed the file in this matter on
November 20, 1990. A copy of this agreement is enclosed for
your information.



Messrs. Flaherty and Boehm
Page 2.

If you have any questions, please contact Phillip L. Wise,
the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

rawrence M. Noble
General Counsel

Enclosure
Conciliation Agreement



IV FEDERAL ELECTION COMMISSION
WVAS H INCGTON, 1( 204b,3

November 28, 1990

Richard C. Guinan, Jr., Esq.
Denton & Guinan
2121 San Jacinto Street
1600 San Jacinto Tower-LB 71
Dallas, Texas 75201

RE: MUR 3000
Kenneth C. Hood

Dear Mr. Guinan:

This is to advise you that the entire file in this matter
has now been closed and will become part of the public record
within 30 days. Should you wish to submit any legal or factual

Nr) materials to be placed on the public record in connection with
this matter, please do so within ten days. Such materials
should be sent to the office of the General Counsel.

Should you have any questions, contact Phillip L. Wise, the
attorney assigned to this matter, at (202) 376-8200.

Since rely

0) 11 0

'-7 7- Lawrence M. Noble
General Counsel



FEDERAL ELECTION COMMISSION
S'ASHiNCTO\ DC 20461 November 28, 1990

"S ris 0to,

Edwin T. McBirney
6218 Raintree
Dallas, Texas 75240

RE: MUR 3000

Edwin T. McBirney

Dear Mr. McBirney:

This is to advise you that the entire file in this matter
has now been closed and will become part of the public record
within 30 days. Should you wish to submit any legal or factual

rN. materials to be placed on the public record in connection with
this matter, please do so within ten days. Such materials
should be sent to the Office of the General Counsel.

Should you have any questions, contact Phillip L. Wise, the
attorney assigned to this matter, at (202) 376-8200.

Since'rely, /

C)

7- Lawrence M. Noble
- General Counsel



FEDERAL ELECTION COMMISSION

\vASHIN(.,rON 0DC 20461I

5 November 28, 1990

Benton J. Poole, Esquire
Hood, Anderton, Poole & Moffett
4848 Renaissance Tower
1201 Elm Street
Dallas, Texas 75270

RE: MUR 3000
Jet Fleet Corporation

Dear Mr. Poole:

This is to advise you that the entire file in this matter
has now been closed and will become part of the public record
within 30 days. Should you wish to submit any legal or factualmaterials to be placed on the public record in connection with
this matter, please do so within ten days. Such materials
should be sent to the Office of the General Counsel.

Should you have any questions, contact Phillip L. Wise, the
attorney assigned to this matter, at (202) 376-8200.

Since r. y,

Lawrence M. Noble
General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON D C 20463

November 28, 1990

George A. Mallick
The Mallick Company
4212 Hulen Place
Ft. Worth, Texas "76107

RE: MUR 3000
(formerly MUR 2879)

George A. Mallick and
The Mallick Company

Dear Mr. Mallick:

This is to advise you that the entire file in this matter
has now been closed and will become part of the public record
within 30 days. Should you wish to submit any legal or factual
materials to be placed on the public record in connection with
this matter, please do so within ten days. Such materials
should be sent to the Office of the General Counsel.

Should you have any questions, contact Phillip L. Wise, the
attorney assigned to this matter, at (202) 376-8200.

sinc~elyI

( D 
,,, e

Lawrence M. Noble
General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON D C 20463

UsITDf4 November 28, 1990

Stanley M. Brand, Esquire
David E. Frulla, Esquire
Brand & Lowell
923 Fifteenth Street, N.W.
Washington, D.C. 20005

RE: MUR 3000
James C. Wright, Jr.

Wright Congressional Club and
Henry Kerry, as treasurer

Co Thomas Gaubert

Dear Messrs. Brand and Frulla:

This is to advise you that the entire file in this matter
has now been closed and will become part of the public record
within 30 days. Should you wish to submit any legal or factual

-- materials to be placed on the public record in connection with
this matter, please do so within ten days. Such materials
should be sent to the Office of the General Counsel.

0 Should you have any questions, contact Phillip L. Wise, the
attorney assigned to this matter, at (202) 376-8200.

Sin rely,

Lawrence M. Noble
General. Counsel
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Congressman Wright Appreciation ) MUR 3000
Committee and Henry Kerry, as
treasurer

Majority Congress Committee and
Robert N. Reeves, as treasurer

CONCILIATION AGREEMENT

This matter was internally generated after Mrs. Marjorie B.

Youngblood, assistant treasurer of the Congressman Wright

Appreciation Committee, filed an amended disclosure report with

the Federal Election Commission in April of 1989. Ultimately,

The Conservative Campaign Fund and Mr. Peter Flaherty, its

chairman, initiated a signed, sworn, and notarized complaint

with regard to this matter. The Federal Election Commission

("Commission") found reason to believe that the Congressman

o Wright Appreciation Committee ("WAC") and Henry Kerry, as

treasurer, violated 2 U.S.C. 5 434(b) and 441a(f), and the

Majority Congress Committee ("MCC") and Robert N. Reeves, as

treasurer, violated 2 U.S.C. § 434(h).

NOW, THEREFORE, the Commission and the Respondents, havinq

participated in informal methods of conciliation, prior to a

finding of probable cause to helieve, do hereby agree as

follows:

I. The Commission has jurisdiction over the Respondents,

WAC and MCC, and the subject matter of this proceeding, and this

agreement has the effect of an agreement entered pursuant to

2 U.S.C. § 437g(a)(4)(A)(i).
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II. Respondents, WAC and MCC, have had a reasonable

opportunity to demonstrate that no action should be taken in

this matter.

III. Respondents, WAC and MCC, enter voluntarily into this

agreement with the Commission.

IV. The pertinent facts in this matter are as follows:

1. WAC is the principal campaign committee for former

Representative James C. Wright, Jr. and is a political

committee within the meaning of 2 U.S.C. § 431(4).

2. MCC is an multicandidate political committee

sponsored by then Speaker Wright to assist other candidates for

federal office, which registered with the Commission in June

1977 as the Jim Wright Majority Congress Committee, and is a

political committee within the meaning of 2 U.S.C. § 431(4).

3. WAC and MCC are not affiliated committees. (See,

Advisory Opinion 1978-12).

4. At all times relevant hereto, Henry Kerry was

treasurer of the Conjreqsman ,,7jqht Appreciation Committee.

5. At all times relevant hereto, Robert N. Reeves

the treasurer of the Majority Conqe!,s Committee.

6. The Wright Appreciation Fund ("WAF") was set u

a joint fundraising committee with WAC and MCC as participat

committees. Rep. James C. Wriqht, Jr. and others from June

1985 through July 2, 1985 made a trip on an aircraft owned b

the

wa s

p as

ing

30,

y

Kenneth C. Hood and operated 1,y Je

connection with joint fundiai0T,)q

$8,050.16 as his owner's rost Lnot

Fleet Co

-tivity.

he trip.

rporation, in

Hood paid Jet Fleet

Hood did not seek
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payment from WAF, WAC, or MCC. Respondents contend that because

WAC and MCC did not receive an invoice from Mr. Hood, the WAC

and MCC did not report the amount owing Mr. Hood as a debt or

repay him for use of his airplane until WAC discovered the

oversight in April of 1989 during a comprehensive internal

review, whereupon WAC repaid Mr. Hood in the amount of

$8,050.16.

7. The Act provides that no candidate or political

committee may knowingly accept any contribution in excess of the

limits. 2 U.S.C. § 441a(f). A contribution includes any

advance or any extension of credit beyond a commercially

reasonable or normal business or trade practice.

2 U.S.C.S§ 431(8)(A)(i) and 441b(b)(2); 11 C.F.R. §§ 100.7(a)(1)

and 114.10(a).

8. The Act limits contributions

aggregate of $1,000 per election for contr

candidates and their committees and to $5,

for contributions to other political commi

§ 441a(a)(1).

9. A political commi

contributions and itemize those

$200 in a calendar year, includ

2 U.S.C. §§ 434(b)(2)(A) and II

§104.13(a). A political commi

outstanding debts. 2 U.S.C. §

regulations explain that drht

as of the time of the transact

by any person to an

ibutions to federal

000 per calendar year

ttees. 2 U.S.C.

ttee is required to report all

which in the aggregate exceed

ing in-kind contributions.

4(b)(3)(A); 11 C.F.R.

ttee must also report its

434(b)(8). Commission

excoding $500 shall be reported

on. 11 C.F.R. § 104.11(b).

r)

0
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Commission regulations deem that the extension of credit to a

political committee beyond that normal in business or trade

constitutes a contribution to that committee. 11 C.F.R.

S 100.7(a)(4).

10. Commission regulations further provide that

participants in a joint fundraising activity shall enter into a

written agreement that shall include a formula for the

allocation of the fundraising proceeds, which shall also be used

for allocation of expenses. 11 C.F.R. 5 102.17(c)(1). Expenses

N11 paid by one participating committee on behalf of another

r,, participating committee are subject to the contribution

limitations unless the two committees are affiliated or are

party committees. 11 C.F.R. § 102.17(c)(7).

11. Neither WAF, WAC, nor MCC reported the value of

the use of an aircraft owned by Kenneth C. Hood, which was used
0D

for joint fundraising activity by the respondents, as an in-kind

contribution or as a debt owed. The joint fundraising agreement

between the WAC and the MCC provided that proceeds and expenses

were, in the first instance, tv be allocated 753 to WAC, 257 to

MCC. However, the actual distribution of the proceeds reflects

an allocation of 69% to WAC and 317 to MCC. Under this formula,

the $8,050.16 payment to Hood would result in an allocation, of

$5,554.61 to the WAC and $249.55 to rICC. Hood could contribute

no more than $2,000 to WAC with respect to the 1986 primary and

qeneral elections.

12. In 1989, when WAC made its payment of $8,050.16 to

Hood 46 months after the fliiht , a portion of that payment
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constituted an in-kind contribution to MCC. Neither WAC nor MCC

reported the making and receipt of this in-kind contribution.

V. 1. Federal campaign finance regulations treat a

political committee's debt as a contribution from its creditor

if it is not repaid within a time normal in business or trade

practice. Although WAC ultimately repaid Mr. Hood $8,050.16 for

use of his airplane in April 1989 once it discovered that this

had not occurred, this repayment did not occur within a

commercially normal time period. Thus, notwithstanding this

tO ultimate repayment, Mr. Hood's provision of the aircraft for use

in connection with joint fundraising conducted by the WAC and

' MCC constituted in-kind contributions to these commi.tees. When

allocated between the two committees, these contributions by Mr.

Hood resulted in WAC accepting an in-kind contribution from

Kenneth C. Hood in excess of the contribution limits, in

violation of 2 U.S.c. 5 441a(f).

2. By virtue of the events described in sub-paragraph

1, above, WAC and MCC each failed to report the receipt of an

in-kind contribution with regard to the value of the use of an

aircraft owned by Kenneth Hood, and the making and receipt of an

in-kind contribution with regard to WAC's payment to Hood in

1989, in violation of 2 U.S.C. § 434(b).

VI. 1. Respondents will pay a civil penalty to the

Federal Election Commission in the amount of One Thousand Five

Hundred dollars ($1,500), pursuant to 2 U.S.C. § 437g(a)(5)(A).

2. Respondents will amend the appropriate reports to

disclose the in kind contribution from WAC to MCC with regard to
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WAC's payment for the aircraft trip.

VII. The Commission, on request of anyone filing a

complaint under 2 U.S.C. s 437g(a)(1) concerning the matters at

issue herein or on its own motion, may review compliance with

this agreement. If the Commission believes that this agreement

or any requirement thereof has been violated, it may institute a

civil action for relief in the United States District Court for

the District of Columbia.

VIII. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission

has approved the entire agreement.

IX. Respondents shall have no more than 30 days from the

date this agreement becomes effective to comply with and

implement the requirements contained in this agreement and to so

notify the Commission.
C)

X. This Conciliation Agreement constitutes the entire

agreement between the parties on the matters raised herein, and

no other statement, promise, or agreement, either written or

oral, made by either party or by agents of either party, that is

not contained in this w itten agreement shall be enforceable.
FOR THE MMI SSI N : //

awrence M. Noble D te

General Counsel

F E RESPONDENTS:

am Hen y E. erry Date " /

(Positio Treasurer

Wrig A preciatio ommittee

Robert N. Reeves, Treasurer Date /

Majority Congress Committee
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