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Office ofrthe General Counsel
Federal Election Commission
Sixth Floor
999 E Street NW.
Washington, D.C 20463

Dear Mr. Noble:

James E. Folsom, Jr., is governor of the state of Alabama. Correspondence can be sent to
the Alabama State Capitol Building, 600 Dexter Ave., Montgomery, AL 36130, 205-
242-7100. In 1 980, Gov. Folsom made a bid for the U.S. Senate. Afier defeating the
incumbent senator Donald Stewart, Gov. Folsom faced Jeremiah Denton in the November
election. During the course of the campaign, Gov. Folsom took out several loans which

0 were questioned at the time by the Federal Election Commission. These loans were in the
O amounts of $15,000, $10,000, and $2,200.

oD The $15,000 loan was originally questioned by the FEC because it is against FEC
• €" regulations for one person to sign as guarantor for more than $1000. A Birminghm

investment banker Hugh Morrow, Jr., had guaranteed the entire loan. Afier being
O4questioned by the Commission, Folsom amended his disclosure document at theSeray

in of State's Office so the loan was spread over a number of supporters, none guaranteen
more than the $1000 limit.

"rOn his 'Report of Receipts and Disbursements' received in the Secretary of State's Ofc
on February 25, 1982, covering the period from 7/1/81 through 12/31/81, Gov. Folsom

C" indicates on line 10 that the "Debts and Obligations owed by the Committee" total
• W $17,006.65. Schedule C of the report details a loan from City National Bank of
O,, Birmingham in the amount ofr$15,000 incurred on 7/18/80 and due 10/16/80 with an

interest rate of 7.25%APR. The form shows that he paid $1300 leaving an outstanding
balance of $13,700 due and payable to City National Bank. Sixteen different guarantors
are listed.

The next filing on record in the Secretary of State's Office was received in January of
1983. This form indicates the same level of indebtedness $17,006.65 and "Cash on
Hand," $2299.69. What is strikingly different about this report is that Schedule C now
shows the Loan Source to be Hugh Morrow, Jr. The amount owed is still $13,700;
however, the Date Due indicates "demand" and Interest Rate indicates "none". The only
guarantor listed is Jim Folsom, Jr. There are also two outstanding debts carried over from
the earlier form as well owed to Boswell & Cooper. Inc. of Huntsville for air plane rental



totaling $1306.86 and $1999.79 owed to American Abasv Air. & Service, Inc. fortravel.

The last filing on record with the Secretary of State's Ofic and with the FEC is dated
9/27/84. This filing indicates the samne levels of cash on hand and debt owed by the
comitee. There are no changes and no later letters or records of any sort.

It is my understanding that Gov. Folsom has not fied since this time, dlearly viltn Title
2 of the United States Code, Chapter 14, Subchapter 1, Section 434(aX2)(B) which
states: "in any other calendar year the following reports shall be filed (u)a report covering
the period beginning January 1 and ending June 30. which shall be filed no later than July
31!; and (ii)a report covering the period beginning July 1 and ending December 31I, which
shall be filed no later than January 31! of the following calendar year."

In addition, it is also my understanding that a committee cannot just stop filing as Gov.
Folsom's has apparently done without authorization as long as there is an outstanding debt
of any sort according to Title 2 of the United States Code, Chapter 14, Subchapter 1,
Section 433(dX!1) which states: "A political committee may terminate only when such a
committee files a written statement, in accordance with section 432(g) of this title, that it
will no longer receive any contributions or make any disbursements and that such
committee has no outstanding debts or obligations."

if these records are correct, Mr. Morrow's loan of $13,700 to pay off the bank debt of the
same anmunt constitutes a contribution according to the definition of a cotbto as
provided inttle 2, Chapter 14, Subchaper I, Section 43 I(8)(A)whichcleurly states:
"The term contribution includes Qi) any gift, subscription, loan, advance, or dqoit of
money or anything of value made by any person for the purpose of influencing any election
for Federal office..."

This is also in excess of the $1000 level allowable by law according to Title 2 of the
United States Code, Chapter 14, Subchapter !, Section 441a(a)(l)which states: "No
person shall make contributions(A) to any candidate and his authorized political
committees with respect to any election for Federal office which, in the aggregate, exceed
$1000..."

There is another troubling related matter. September 30, 1980, Mr. Folsom filed a
"Senate Public Financial Disclosure Report" with the Secretary of State and the Secretary
of the Senate. This form indicates that Mr. Folsom had two outstanding personal
liabilities which exceeded $10,000 during the calendar year 1980. One of these is
described as "Personal note owed to City National Bank of Birmingham, 7.5% annual
interest beginning July 18, 1980, due October 16, 1980, Category B."

The bank named and the dates match exactly the campaign loan but the interest rate differs
slightly. Can it be that the Folsom campaign loan, paid by Hugh Morrow, was actually a
personal loan9 If this is indeed a personal loan, Gov. Folsom may have violated Section
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432(bX)3) ofthe tile chapter, and mdbchaper whc rads: "Al Bud ofa paaeconuiitee aDa be segregted from .ad my not be comnmngle with, the p.osd Bud
of any indivdua."

The second loan listed as a personl liability from Alabama National BDn of Mwpnu
at 11% anaa intees is not mentioned in FEC filings. Wasthisthen realy apersonl
debt, or was thi loan also to benefit the cmpaign effort?

While the campaign itself falls outside the statute of limitations, the lack of filings does
not. Only a thorough investigation will reveal whether or not there is, in 1993, a campaign
committee debt remaining. I have asked Gov. Folsom in a letter of July 23, 1993, to
explain his reasoning for not filing annual reports after 1984 and to explain the remaining
cash on hand and the debts owed.

The matter of the apparently excessive contribution by Mr. Morrow should be
investigated. Several questions surround this issue and are deserving of answers. Why
and how was this deaJ made? Does the drop in the interest rate constitute agift? Gov.
Folsom does appear to have been the recipient of a gift of considerable value as the

C4interest rate of 7.5% on the original bank loan was reduced to 0% by Mr. Morrow.

Our society is governed by a complex body of civil law. Therefore. it is posible that
C Gov. Folsom may not have been aware of the status of his 1980 Senatorial campaign It is

,,common for the losers of Federal elections to quit filing, but Gov. Folsom has rmie
active in public life for years andnow occupiesthe higst ie A labmaoffers. As
g overnor, he leads the way by setn an exml and carryin out and adndtrn

U public policy. He should close his 1980 Senatorial campaign as Federanegltin
reur rahe than flann the law.

• r Sincerely,

. Thomas H. Mills
502 Elizabeth St. N.E.

o,, Cullman, AL 35055
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Thomas H. Mills502 Elizabeth Street, NE
Cuilman, AL 35055

Dear Mr. Mills:

This is to acknowledge receipt on August 17, 1993, of your
letter dated August 16, 1993. The Federal Election Campaign Act
of 1971, as amended ('the Act') and Commission Regulations
require that the contents of a complaint meet certain specific
requirements. One of these requirements is that a complaintl be
svorn to and signed in the presence of a notary public and
noaij-id. Your letter was not properly sworn to.

In order to file a legally sufficient complaint, you must
swear before a notary that the contents of your complaint are
true to the best of your knowledge and the notary must represent
as par of the jurat that such swearing occurred. The preferred
form is 'Subscribed and sworn to before me on this ___day of

,19 .' A statement by the notary that the comp--lint ws
sworn to l-id subscribed before her also will be sufficient. We
are sorry for the inconvenience that these requirements may
cause you, but we are not statutorily empwred to proceed with
the handling of a compliance action unless all the statutory
requirements are fulfilled. See 2 U.S.C. S 437g.

Enclosed is a Commission brochure entitled 'Filing a
Complaint.' I hope this material wail be helpful to you should
you wish to file a legally sufficient complaint with the
Commission.

If you have any questions concerning this matter, please
contact me at (202) 219-3410.

Sincerely,

Retha Dixon
Docket Chief

Enclosure
cc: Governor James E. Folsom, Jr.

FEDERAL ELECTON OM4SSION
WASHW4TON. 0 C201

AUGUST 19, 1993



August 16, 1993 :T: ,

The Honorable Lawrence Noble
Office of the General Counsel
Federal Election Commission
Sixth Floor._-
999 E Street N W=-
Washington, DC. 20463 '

C
Dear Mr. Noble '

James E. Foisom, Jr., is governor of the state of Alabama. Correspondence can be sent to
the Alabama State Capitol Building, 600 Dexter Ave, Montgomery. AL 36130, 205-
242-7 100. in 1980, Gov. Folsom made a bid for the U.S. Senate. After defeating the
incumbent senator Donald Stewart, Gov Folsom faced Jeremiah Denton in the Novenber
election. During the course of the campaign. Gov Folsom took out several loans which
were questioned at the time by the Federal Election Commission These loans were in the

, amounts of $15,000, $10,000, and $2,200.

C:) The $15,000 loan was originally questioned by the FEC because it is against FEC

"regulations for one person to sign as guarantor for more than $1000. A Birmnga
investment banker Hugh Morrow, Jr., had guaranteed the entire loan. After being

( questioned by the Commission, Folsom amended his disclosure document at theSeray
If) of State's Office so the loan was spread over a number of supporters, none guarun g

more than the $1I000 limit.

"rOn his 'Report of Receipts and Disbursements" received in the Secretary of Statd's Of
on February 25, 1982, covering the period from 7/1/8 1 through 12/31/81, Gov. Folio.
indicates on line 10 that the "Debts and Obligations owed by the Committee" total

• W $17,006.65. Schedule C of the report details a loan from City National Bank of
0,, Birmingham in the amount of $15,000 incurred on 7/18/80 and due 10/16/84) with an

interest rate of 7.25%APR. The form shows that he paid $1300 leaving an outstanding
balance of $1 3,700 due and payable to City National Bank. Sixteen different guaranors
are listed.

The next filing on record in the Secretary of State's Office was received in January of
1983. This form indicates the same level of indebtedness $17,006.65 and "Cash on
Hand," $2299(69. What is strikingly different about this report is that Schedule C now
shows the Loan Source to be Hugh Morrow, Jr. The amount owed is still $13,700;
however, the Date Due indicates "demand" and Interest Rate indicates "none". The only
guarantor listed is Jim Folsom, Jr. There are also two outstanding debts carried over from
the earlier form as well owed to Boswell & Cooper. Inc. of Huntsville for air plane rental



totahs $ 1306.86 and $1999.79 owed to Amra Abasv Air & Sevie Inc. for
travel.

The last filing on record with the Secretary of Stae's Office and with the FC is datd
9/27/84. Thi filing indicats the same levels of cash on hand and debt owed by the
committee. There are no changes and no later letters or records of any sort.

It is my understanding that Gov. Folsom has not filed since this time, clearly violating Title
2 of the United States Code, Chapter 14, Subchapter I, Section 434(aX2X(B) which
states: "in any other calendar year the following reports shall be filed (i)a report covering
the period beginning January 1 and ending June 30, which shall be filed no later than July
31!; and (ii)a report covering the period beginning July 1 and ending December 31, which
shall be filed no later than January 31 of the following calendar year."

In addition, it is also my understanding that a committee cannot just stop filing as Gov.
Folsom's has apparently done without authorization as long as there is an outstanding debt
of any sort according to Title 2 of the United States Code, Chapter 14, Subchapter 1,
Section 433(dXlI) which states: "A political committee may terminate only when such a

tf> committee files a written statement, in accordance with section 432(g) of this title, that it
o,, will no longer receive any contributions or make any disbursements and that such

commnittee has no outstanding debts or obligations."

,q- If these records are correct, Mr. Morrow's loan of $13,700 to py off the bank debt of the
same amount constitutes a contribution according to the definition of a coitribution as

04 provided in Ttle 2, Chapter 14, Subchapter 1, Section 43 I(8XA) which dearly states:
U"The term contnlbution includes (i) any gift, subscription, loan, advance, or deposit of

money or anything of value made by any person for the purpose of influencing any eeto
r,3 for Federal offic..."

This is also in excess of the $1 000 level allowable by law according to Title 2 of the
C, United States Code, Chapter 14, Subchapter 1, Section 441a(a)(I)which states: "No

, person shall make contributions(A) to any candidate and his authorizedpoica
committees with respect to any election for Federal office which, in the aggregate, exceed
$1000..."

There is another troubling related matter. September 30, 1980, Mr. Folsom filed a
"Senate Public Financial Disclosure Report" with the Secretary of State and the Secretary
of the Senate. This form indicates that Mr. Folsom had two outstanding personal
liabilities which exceeded $10,000 during the calendar year 1980. One of these is
described as: "Personal note owed to City National Bank of Birmingham, 7.5% annual
interest beginning July 18, 1980, due October 16, 1980, Category B."

The bank named and the dates match exactly the campaign loan but the interest rate differs
slightly. Can it be that the Folsom campaign loan, paid by Hugh Morrow, was actually a
personal loan"° If this is indeed a personal loan, Gov. Folsom may have violated Section



432(bX3) ofthe title, chpead bcmerwhich reads: "Allnd ofaitia
commitee shall be segregaed from, and may not be comnge with the personal lads
of anty individual."

The second loan listed as a pesoa liability from Alabama National Bank of Moatgomu
at l1l% annual interest is not mentionedin FEC filings. Was this thenreally a proa
debt, or was this loan also to benefit the campaign effort?

While the campaign itself falls outside the statute of limitations, the lack of filings does
not. Only a thorough investigation will reveal whether or not there is, in 1993, a campaign
committee debt remaining. I have asked Gov. Folsom in a letter of July 23, 1993, to
explain his reasoning for not filing annual reports after 1984 and to explain the remaining
cash on hand and the debts owed.

The matter of the apparently excessive contribution by Mr. Morrow should be
investigated. Several questions surround this issue and are deserving of answers. Why
and how was this deal made? Does the drop in the interest rate constitute a gift? Gov.
Folsom does appear to have been the recipient of a gift of considerable value as the

VO interest rate of 7.5% on the original bank loan was reduced to 0% by Mr. Morrow.

Our society is governed by a complex body of civil law. Therefore, it is possibvle that
o Gov. Folsom may not have been aware of the status ofhis 1980 Senatorial campaign. It is

r common for the losers of Federal elections to quit filing, but (3ev. Folio. has remined
active in public life for years and now occupies the highest office Alabama offers. AN

Odgovernor, he leads the way by setting an examtple and cayn out and admitein8
t public policy. He should close his 1980 Senatorial campaign as Federal regulatons

require rather than flaunting the law.

m. Sincerey,

r Thomas H. Mills
502 Elizabeth St. N.E.

o Cuilman, AL 35055

205-734-3790



• FEDERAL ELECTION COMMISSION
WAsHI cro. D C 204163

AUGUST 31, 1993

Thomas 3. Mills
502 Elizabeth Street, N.E.
Cullman, AL 35055

RE: MUM 3806

Dear Mr. Mills:

This letter acknowledges receipt on August 25, 1993. of
your complaint alleging possible violations of the Federal
Election Campaign Act of 1971, as amended ("the Act"), by
Governor James E. Folsom, Jr. and Bugh Morrow, Jr.. The
respondents will be notified of this complaint within five day.

You will be notified as soon as the Federal Election
0%Commission takes final action on your complaint. Should you

receive any additional information in this matter, please
0 forward it to the Office of the General Counsel. Such

informtion must be sworn to in the same manner as the original
complaint. We have numbered this mtter MUM 3606. Please refer

C4to this number in all future communications. For your
information, we have attached a brief description of the

i)Comission's procedures for handling complaints.

n A. Bernstein
~Assistant General Counsel

Enclosure
Procedures



i ~ ~FED)ERA L E[LECTrION COtMMtSSON

AUGUST 31, 1993

John 3. Guthrie, Treasurer
Friends of Jim Folsom, Jr.
1463 South Ferry Street
Kontgomery, AL, 36104

RE: NUR 3806

Dear Nr. Guthrie:

The Federal Election Commission received a complaint which
indicates that the Friends of Jim Folsom, Jr. ('Committee') and
you, as treasurer, may have violated the Federal Election

cO Campaign Act of 1971, as amended (ethe Acte). A copy of the
complaint is enclosed. We have numbered this matter NUN 3606.

~Please refer to this number in all future correspondence.

~Under the Act, you have the opportunity to demonstrate in
vwriting that no action should be taken against the Committee and
you, as treasurer, 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,

t)statements should be submitted uander oath. Your response, which
should be addressed to the General Counsel' s Office, must be

~submitted vithin 15 days of receipt of this letter. If no
r response is received vi thin 1S days, the Commission may take

further action based on the available information.

This matter will remain confidential in accordance with
~2 U.S.C. S 437g(a)(4)(B) and S 437g(a)(12)(A) unless you notify

the Commission in writing that you wish the matter to be made
o 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.



i~it...... Wmae

... of * #wm. Jr.

If you" hay, any questions, please call (202) 219-3690 and
ask to speak vith a member of the Central Enforcement Docket
(CUD). For your information, we have enclosed a brief
decription of the Comssion's procedures for handling
complaints.

- ---onthan A. Bernstein
Assistant General Counsel

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



FEDERAL ELECTION COMMISSIONW ~WASNPToW. P.C 25*3

AUGUST 31, 199t

Governor James 3. rolism Jr.
Alabma State Capitol milding
600 Dexter Avenue
Nlontgomery, AL 36130

33: MU 38106

Dear Governor Folsom:

The Federal Election Commission received a complaint which
indicates 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 Mm~l 3806.
Please refer to this number in all future correspondence.

Under the Act, you have the opportunity to demstrate in
writing that no action should be taken against Freu 1* this
matter. Please submit any factual or legal matetials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be eumitted under
oath. Tour reap...., whbich should be addressed tO tile General
Ceinsel's Offie, meat be submitted within 15 Gay of reeipt of
this letter. If no response is received withinI 15 days the
Commission may take further action based on the available
information.

This mtter will remain confidential in accordance vith
2 U.S.C. S 437g(a)(4)(5) and S 437g(a)(l2)(A) 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 fron the Commission.



If you say questions, please call (203) 219-3Sf and
ask to speak writh a mebe of the Central Snforceaent' DoCket
(CUlD). r yrour information, ye have enclosed a brief
description of the Comssion's procedures for handling
complaints.

Assistant General Counsel
3nclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



g FEDERAL ELECTION COMMISSIONw AUGUST 31, 199'

3 1gh Morrow, Jr.
Woodvard Suilding

1927 let Avenue, Worth
sirmingham, AL 35203

l33: mm 3606

Dear Mir. Morrow:

The Federal glection Commission received a complaint which
indicates that you may have violated the Federal Kiection
Campaign Act of 1971. as amended (the Act"). A copyr of the
complaint is enclosed. We have numbered this mtter NUU 3606.
Please refer to this namber 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

atter. Please submit any factual or legal mterials which you
believe are relevant to the Comission's analysis of this
metter. Uiere appropriate, statements should be submitted under
oath. Tour response, which should be addressed to the General
Counsl's Office, mst be submitted within 15 days of receipt of
this letter. If mo response is received within I5 Gays, the
Commission may take further action based on the available
information.

This mtter will remain confidential in accordance with
2 U.s.c. S 437g(a)(4)(5) and S 437g(a)(12)(A) 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 nam, address and telephone number of such
counsel, and authorizing such counsel to receive any
notifications and other communications from the Comission.



If you have any questions, please call (202) 219-3690 and
ask to speak with a member of the Central Enforcement Docket
(CED). tor your information, vs have enclosed a brief
description of the Commission's procedures for handling
complaints.

Jonathan A. Bernstein
Assistant General Counsel

Enclosures
1. Complaint
2. ?rocedures
3. Designation of Counsel Statement



607 Foami SiI IW.".- mmwtur D.C. 20005.O)1
(203) 634600 * Facui.a (p03) 434-1690

R~osur F. 3MmI Setmber 15, 1993

VIA FACSIMILE

Jonathan A. BernsteinAssistant General Counsel
Federal Election Commision
999 E Street, NW
Washington, DC 20463

Re: MUgR 3606

Dear Mr. Bernstein:

Enclosed you will find the designation of ounsel
identifying this firm as counse to Friends of Jim Folsom, Jr.
in MUR 3S06.

The Complaint alleges violations of theoctaisn l out
of events over a decade ago. For thi reason, additional ti.g
beyond 15 days will be requiredtoassemble all information
and documentation available. The omtte resecflly
requests therefore an exenion of 20 days within which to
respond, which would be 0Octobher 12, 1993.

The Comittee appreciates your prompt conidelration of
this request.

Enclosure

RFB: rfb
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Rmm 3806

NAMEI OF COWISEL:

ADDRESS:

Robert F. Bauer

Suite 800
607 14th Street NW

Washington, DC 20005

TELEPMONE:( 202 ) 434-1602

The above-named individual is 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 Comission.

Q~u
RESONDENT'S NAMIE:

ADDRESS:

Friends of FoIa~. Jr..

Post Office Box 1949

Montgomery, AL 36101

TELEPHONE: HONE( 205 ) 834 3O22

BUSINESS( 205 ) 242-4758

I

gm( t -i



FEDERAL ELECTION COMMISSION
WASFtI4CTOt4. D C 204s3

SEPTEMBER 17, 1993

Robert F. Iauer, Lsq.
Perkins CoLe
607 fourteenth Street, W..
Washington, D.C. 20005

RE: MUR 3806
Friends of Jim Folsom, Jr.

Dear Mr. Bauer:

This is in response to your facsimile dated September 15,
1993, which we received on that same day, requesting an
extension of 20 days to respond to the Commission's Notification
of Complaint. After considering the circumstances presented in
your letter, the Office of the General Counsel has granted the
requested extension. Accordingly, your response is due by the
close of business on October 12, 1993.

If you have any questions, please contact me at (202)
219-3690.

Sincerely,

Inik Mtorrison
Paralegal



A Law FwIam lucImusins Imwimma.L Camwusu
407 Pomm $Tmr. N.W • Waumomau. D.C. 20005l-261

October 13, 1993

Erik Morrison, Esq.Office of General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: Response to NuR 3806; Extension
Dear Mr. Morrison:

Pursuant to our telephone conversation yesterday
October 12, 1993, The Friends of Jim Folsom, Jr. Committee is
submitting this response by hand-delivery today, rather than
by mail on October 12, based upon our agreement that a
response today by hand delivery will be considered timely.

Very truly yous

RFB:kms

ANCHORAGE * BELLEVL'E • Los ANGELES * PORTLAND • SEATTLE * SPOKANE * TAIPIEI • WASHINGTON. D.C.
STRATEGIC ALLIANCE: RUSSELL &1 DVtMOULLIN. VANCOUVER. D.C.

.-
* .. t



607 Fouurumnu Siwurr NW .imuura,. DC 20l05-201
(20)636600 * Pc (202) 4344690

OctOber 12, 1993

Lawrence Noble, Esq.
General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, DC 20463

Re: KUR 3806

Dear Mr. Noble:

The Friends of Jim Folsom, Jr., a principal campaign
committee active 13 years ago in support of the Senate
candidacy of Jim Folsom in 1980, files this reply, through
counsel, to notification of the Complaint by Thomas H. Mills
of Cuilman, Alabama dated August 16, 1993.1 The Complaint
requests that the Commission revisit certain questions,
already raised by the agency some 13 years ago, about lending
and reporting activities by the Committee.

For the reasons set forth below, the Committee
respectfully requests the Commission to dismiss this Complaint
forthwith.

THU KILLS OKFLA.INY

Mr. Mills, working from public records, reminds the
Commission that in the course of the 1980 campaign, the
Committee reported a $15,000 bank loan which was apparently
supported by a single individual guarantee. Mr. Mills does
not claim that the issue raised by the loan escaped Commission
notice. Nor does he or could he suggest that the Commission
came to the issue only belatedly. In fact, he concedes that
this guarantee was "questioned at the time by the Federal
Election Commission." Compl. 1 1.

1 The reply is submitted under an extension of time for response
granted by the Office of General Counsel by letter dated September 17,
1993.

ANCHORAGE . BELLEV'UE ,, LOS ANGELES • PORTLAND • SEATTLE • SPOKANE * TAIPEI ,, WASHINGTON. D.C.
STRATEGIC ALLIANCE RUSSELL & DUMOVNLIN, VANCOUVER, S.C.



~Lawrence Noble, REq.
~Page 2
~October 12, 1993

Mr. Mills acknowledges also that the Commission
"question" about the guarantee prompted a response from the
committee.2 The Committee advised the Commission that the
loan had been restructured with 16 guarantors, so that no one
guarantee would exceed the limitations established by the Act.
The Committee Treasurer, in a letter dated August 20, 1980,
forwarded the amendment and stated that "this should correct
the item in question." Reports Analysis responded, through
analyst Mary Jo Mesner, that "(T~he Commission notes that the
excessive individual loans have been changed to include a
sufficient number of guarantors."3

Mr. Mills also details the remaining information
available about the treatment of the loan from that date to
the time in 1984 when the Committee ceased reporting. Over
that period, spanning Mr. Folsom's unsuccessful general

0% election and some four years thereafter, the Committee
continued to file reports reflecting the additional

~guarantees. Then, in 1983, for reasons unknown, the loan
-- appeared in different form with one of the guarantors

appearing as lender and the candidate as guarantor. In 1984,
~Mr. Mills correctly states, the Committee ceased reporting

altogether.4
('4

Against this background, Mr. Mills seeks renewedlr) Commission attention to those issues associated with this loan
r and related loan guarantees, such as contribution limit and

reporting issues.

C

2 Mills errs only in stating that the nature of the correction was
reported after the campaign, in February of 1982. Cotupi. 1 3. In fact,
the correction was reported immediately along with a letter from the
Committee Treasurer, dated August 20, 1980, bringing the remedial action to
the Commission's attention.

3The letter from Ms. Mesner is undated. A copy is attached herewith
as an Exhibit for the commission and your Office's convenient review.

4Mr. Mills also seeks attention to personal loans reported by
Mr. Folsom on his personal financial disclosure statement, but he does so
by way of attempting to strengthen his argument in support of a reopened
Commission inquiry into the loans arranged by or for the Committee to
support its 1980 campaign.

1DA9328400041 1/2910/12/93
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COSUNZZB CO)KPLZhNCZBAND RECORDS

Status of Committee.

The Committee does not for all practical purposes exist
at this time. The campaign in which it was active ended
13 years ago; reporting to the Commission terminated roughly
four years after that campaign, now almost a decade past.
Committee personnel have long dispersed and Committee records
have not been maintained. Certain of the individuals who
assisted the Committee with the bank loan, such as guarantor
Hugh Morrow, are now dead, and the bank issuing the loan
passed on to new ownership and management and no longer does
business under its former name.

The records on which the Mills Complaint is based are
CD those on file with the Commission. They demonstrate that the

Committee, when still active, disclosed at all times its
-- actions in managing the loan in question. Also reflected in

those records is a continuing dialogue between the Committee
--- and the Commission about this and other issues present in the

r course of the former's compliance efforts.

LI) As noted, the Commission questioned the original single
guarantee (by the now-deceased Mr. Morrow) and received prompt

tO notice from the Committee that it had been restructured with
r the appropriate number of guarantees to conform with the

applicable contribution limitations. The Commission
C. acknowledged that notice.

~The Commission remained attentive to the loans and their
O management. In additional letters from Ms. Mesner dated

October 20 and November 19, 1993, the Reports Analysis
Division stressed to the Committee that continuous reporting
of these loans until final disposition was required under the
Act.

From fall of 1980, when the Committee's active phase
ended with the Alabama Senate election, until 1983, the
Committee communicated by letter with the Commission on a
range of issues. By 1981, it appears that the responsibility
for the Committee's reports passed from Ms. Mesner to John
Gibson who signed the various letters. Still, whether through
efforts of Ms. Mesner or Mr. Gibson, RAD maintained continuous
oversight over the Committee's reports from the election year
until 1984, the year that the Committee terminated reporting.

I DA9328400041 1/2910/12/93
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Nor, for its part, was the Committee silent, but rather
kept RAD informed of difficulties encountered in managing its
reporting without staff, volunteers or any of the apparatus of
an active organization. By December 1980, counsel to the
Committee advised the Commission that owing to "the general
disorganization that has resulted from the departure of
numerous campaign workers after defeat," delays had developed
in the completion of the post-general election report. These
difficulties affected the Committee's compliance efforts
through 1984, as evidenced by other similar letters in which
those problems were reported to the Commission.5

The record before the Commission demonstrates that at all
times the Committee maintained contact with the Commission and
followed its guidance in preparing amendments and taking other
corrective action, such as the restructuring the original loan

--- with the appropriate number of guarantees.

-- Termination of renortina and active status,

The Committee terminated reporting in 1984. It heard
'.nothing more on any of these matters until this year, when

Mr. Mills filed his Complaint. None of those concerned with
04 the Committee had any cause to assume that the Committee was

in any way a still active. As stated, records have not been
tO maintained, and all those involved with the 1980 campaign have
~turned to other matters in the intervening 13 years and can no

longer be expected to add meaningful information on any of the
wr matters raised in the Complaint. Some of the details

Mr. Mills seeks are simply no longer available.
V

But it cannot be suggested that this is a function of
'3 Committee refusal in the course of active operations to attend

o to compliance. The Committee came into existence late in the
reporting cycle, as the public record also demonstrates, and
at no time were its effort well funded or its staff
substantial. Regardless, throughout the period of active
operation, the Committee maintained continuous communication
with the Commission on all these matters.

By 1984, the Committee somehow concluded that termination
was possible and it terminated. Whether this was done with
the active or passive concurrence of RAD cannot be known: the
record is silent on this point. Nevertheless, it was done
without Commission objection.

5Sefe Committee letters of January 2, 1981 and December 21, 1983.

IDA9328400)041 1/2910/12/93
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DZV3CTJ[S IN NILL8 COELAINT

The Hills Complaint seeks to reopen questions closed some
13 years ago about the finances and reporting of a Committee
which ceased reporting nine years ago and no longer in any
meaningful sense exists.6 In these circumstances, the
"relief" he seeks--the reopening of these issues -- cannot
properly be granted.

Mills seeks to usurp Commission discretion.

The Commission determined nine years ago to allow the
Committee to terminate. The Committee ceased reporting then
and has not resumed this or any other activity to the present
day. The Committee has not, for example, raised funds over
that period or initiated any activities in support of the

C political purposes of Folsom or any other individual.

-- In these circumstances, it appears that the Commission
-- concluded that the Committee qualified for "administrative

termination," or in some other fashion, the Committee's
r intention to terminate was noted without objection. At this

time, it cannot be said how this decision was reached or in
C'I what way; but somehow it was reached and those involved vith

the Committee have properly assumed -- and relied on the
tO assumption -- that the Committee's obligations were satisfied
~in full.

r Mills wishes to overturn this assumption, by compelling
the Commission to reconsider this decision and to reopen

C matters now long concluded. However, the Commission has long
insisted that its enforcement discretion is "prosecutorial,"

r that is, virtually unfettered. While the Courts have seen fit
~to apply some limits, Democratic Congressional Campaign

Committee v. Federal Election Commission, 645 F. Supp. 169
(1986), it remains the Commission's position, by and large
vindicated upon review, that Congress conferred the broadest
latitude on the agency to determine which actions do, or do
not, merit investigation. Mr. Mills by his Complaint would
introduce the claim that this discretion may be disturbed by
an action brought nine years after the Commission -- well

6 The Committee exists at least for purposes of this response.
Mr. Folsom, seeking to address the matter responsibly, authorized retention
of counsel to address the Mills Complaint. But counsel is replying on
behalf of an entity which is pure fiction at the present time -- without
staff or office or resources, and fully inactive for the last nine years.

1DAQ328400041 012910/12/93
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aware of the contribution and reporting issues -- effectively
declined enforcement and allowed a Committee to terminate.

Further Droceedings would be inaDpronriate.

Federal law has long reflected a concern with stale
claims. For example, the FECA does not require the keeping of
records beyond three years after the date of the reports to
which they relate. See 2 U.S.C. S 432(d); 11 C.F.R.
SS 104.10(b) (5), 104.14(b)(3). And while the Act does not
contain limitation on the initiation of civil proceedings
per se, a limitation does apply under 28 U.S.C. S 2462 which
provides as follows:

Except as otherwise provided by Act of
Congress, an action, suit, or proceeding for
the enforcement of any civil fine, penalty, or
forfeiture, pecuniary or otherwise, shall not
be entertained unless commenced within five
years from the date when the claim first
accrued ...

Courts have routinely held that Section 2462 specifically
limits the federal government's right to seek penalties and
fines for statutory violations. See 9_. United States V.
Core Laboratories. Inc., 759 F.2d 480, 483 (5th Cir. 1985);
United States v. Ancorp Nat'l Services. Inc., 516 F.2d 198,
200 n.5 (2d Cir. 1975); United States v. SCM Corp, 667
F. Supp. 1110, 1123 (D. Md. 1987). Furthermore, courts have
held that the broad language of Section 2462 applies against
the United States with equal force in administrative penalty
proceedings.7

The operation of limitations such as Section 2462 are not
simply a technical defense. Board of Regents v. Tomanio,
446 U.S. 478, 487 (1980). Rather, they properly reflect the
legislative judgment that after a prescribed period, even if
one has a valid claim, a defendant's interest in repose and
protection from loss of evidence prevails over the right to

7The well-established federal rule of limitations, including Section 2462,
is that the claim accrues when the violation occurs. See, e.. Cor
Laboratories. Inc., 759 F.2d at 482 ("A review of (cases under Section
2462) clearly demonstrates that the date of the underlying violation ha.
been accepted without question as the date when the claim firstaccrued . . ."); see also H.P. Lambert v. Secretary of the Treasury,354 F.2d 819 (1st Cir 1965); United States v. Noble Oil Co., 28 Env't Rep.
Cas. (BNA) 1460, 1467 (D.N.J. 1988).
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enforce. United States v. Kubrick, 444 U.S. 111, 117 (1979);
Order of Railroad Telearaohers v. Railway Express Aaency.
In. 321 U.S. 342, 349 (1944). Such limitations provide
potential defendants with security against stale claims and
with freedom to plan without fear of potential future
liability. Wilson v. Johns-Mansville Sales CorD., 684 F.2d
111, 118-19 & nn. 40-41 (D.C. Cir. 1982). Statutes of
limitations also reflect the concern that loss of evidence,
"'whether by death or disappearance of witnesses, fading
memories, disappearance of documents, or otherwise,'"
seriously impairs the search for truth. Id. (quoting ,
444 U.s. at 117).

The application of these principles to the present case
is plain. The proceeding sought by Mr. Mills would be
inappropriate at this time.

CONCLUSION

-- On all the grounds cited in this response, the Committee
requests prompt dismissal of the Mills Complaint.

VeErul yours,

rO Robert F. Bauer

RFB: smb

1DA9328400041 112910/12/93
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Marsha G. Folsom, TreasurerFriends of Jim Folsom Jr.
925 S. Court Street
Montgomery. AL 36102

Identification No: C00133S9S

Reference: 12 DAY PRE[*-PRIMY REPORT (712130 - 8113180)

Dear Ms. Folsom:
This letter is promted by the CmissOU5s preliwmry review of

your 12 Day Pre-Primary Iepert. Th review raled qimetlems ¢iiorag

certain information cotnd in the repert. M temizatitn of these

areas follows:

-The Coanissiom notes that the USSStiff iuividl leoas hv

been changed to tInclude a imfil 1U o pa11 lS

Althou~mhthe CwusstiO nq tt f.e_ ,__..gep
cncenn the aetaefr euesiv l -?os . ,---s' -

-Please itemize all loas on LineS l and illb of Schedele A,

-Line 10 of the Summ7 Page should reflact the total w_.iset on
Schedules C and 0. Please wiend your report accordingly.

-Schedule A of your report (pertinent portion attache)
disclses a appa entcotribution from a corporatitn. You

are advised that a cotit.mton .from a copoaton i
prohibited by 2 ".S.C. 441k. unless mde frm a sepa--te
seregated~ fund esalshdb th crprtin. fyU halve

that you refund the full mount to the donor. (An refund,

should appear on Line 21 of Schedule IS on your next repor.)

If you find that the source ofand was disclosed incorrectly
please amend your original
Information.

Al1though theconcerning the

the contribution is permissibleor incomiletely on your report.
report with the clarifyinlg

Commission may take further legalacceptance of a prohibited contribution. stepsyour

-o

i



uWt - of eim atritOlc to Urns dolor will be taken

a .sist--c-. pleas feel free to- coac - ow our toll fr mr.
(800)4-453. local mer is (21)12-4172.

SI icerey,

IMar Jo imer
Reports Ajilyt
Reports Awrnlysis Division

I

I
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~FEDERAL ELECTION COMMISSION
AsHIN(;ToN.D O( q4,

June 6. 1994

Thomas H. Mills
502 Elizabeth Street, N.E.
Cullean, AL 35055

RE: MUR 3806

Dear Mr. Mills:

On August 25, 1993, the Federal Election Commission
received your complaint alleging certain violations of the
Federal Election Campaign Act of 1971, as amended ('the Act').

After considering the circumstances of this matter, the
Commission has determined to exercise its prosecutorial
discretion and to take no action against the respondents. See
attached narrative. Accordingly, the Commission closed itslle
in this matter on June 3, 1994. This matter rill become part of
the public record within 30 days.

The Act allows a complainant to seek Judicial review of the
Commission's dismissal of this action. See 2 U.S.C.
S 437g(a)(8).

Sincerely.

Mary L. Taksar
Attorney

AttachmentNarrative
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Thomas Mills f 11ed a complaint alleging that Friends of tim
Folsom has failed to file reports since 1964 and accepted
excessive contributions from Hugh Hurrow in regard to a 1960
loan guarantee and a 1983 loan. Zn its response, the Ceomittee
states that it terminated nine years ago but that remaining
records indicate that in 1980, when the Committee was notified
by the Reports Analysis Division of a possible violation
regarding the loan, the Committee reattributed the loan to 16
guarantors and filed amended reports. The Committee states that
the 1983 loan appears to be an error in the reporting of the
1980 loan.

There is no indication of any serious intent to violate
FECA. This matter involves less significant issues relative to
the other issues pending before the Commission. The Committee
took remedial action in 1980 when it was notified of a possible
violation.
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June 6, 1994

Robert F. Sauer, Esq.
Perkins CoLe
697 Fourteenth Street. N.W.
Washington, D.C. 20005

RE: MUR 3806
Friends of Jim Folsom, Jr. and
John J. Guthrie, as treasurer and
Governor James E. Folsom, Jr.

Dear Hir. Bauer:

o On August 31. 1993. the Federal Election Commission

notified your clients, the Friends of Jim Folsom, Jr. and
C I John 3. Guthrie, as treasurer, and Governor James E. Folsom,

-_ Jr., of a complaint alleging certain violations of the Federal
Rlection Campaign Act of 1971, as amended. A copy of the

" complaint vas enclosed with that notification.

Cd1 After considering the circumstances of this matter, the
Commission has determined to exercise its prosecutorial

t/1 discretion and to take no action against your clients. See
r*3attached narrative. Accordingly, the Commission closed Ii file

in this matter on June 3, 1994.

The confidentiality provisions of 2 U.S.C. S 437g(a)(12) no
C) longer apply and this matter is now public. In addition,

although the complete file must be placed on the public record
Wr within 30 days. this could occur at any time following

O certification of the Commission's vote. If you wish to submit
any factual or legal materials to appear on the public record,
please do so as soon as possible. While the file may be placed
on the public record prior to receipt of your additional
materials, any permissible submissions will be added to the
public record when received.
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It you hae any questions, please contact Joan Nclnery at(202) 21 -36 0.

Sincerely,

Mary L. Takear
Attorney

Attachment
Narrative

iq
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Thomas Nills filed a complaint alleging that Friends of Jim
Polsom has failed to fibe reports since 1984 and accepted
excessive contributions from Hugh Nurrow in regard to a 1980
loan guarantee and a 1983 loan. In its response, the Comittee
states that it terminated nine years ago but that remaining
records indicate that in 1980, when the Committee was notified
by the Reports Analysis Division of a possible violation
regarding the loan, the Committee reattributed the loan to 16
guarantors and filed amended reports. The Committee states that
the 1983 loan appears to be an error in the reporting of the
1980 loan.

There is no indication of any serious intent to violate
FECA. This matter involves less significant issues relative to
the other issues pending before the Commission. The Committee
took remedial action in 1980 when it was notified of a possible
violation.

C 4
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June 6. 1994

Hugh Morrow, Jr.
202 Woodward Building
1927 1st Avenue, Norht
siraingham, AL 32503

RE: MUR 3806

Dear Mr. Morrow:

On August 31, 1993, the Federal Election Commission
notified you of a complaint alleging certain violations of the
Federal Election Campaign Act of 1971, as amended. A copy of
the complaint was enclosed with that notification.

After considering the circumstances of this matter, the
C4 Commission has determined to exercise its prosecutorial
__ discretion and to take no action against you. See attached

narrative. Accordingly, the Commission closed it file in this
~matter on June 3, 1994.

Oi The confidentiality provisions of 2 U.s.c. S 437g(a)(12) no
tD longer apply and this matter is now public. In addition,

although the complete file must be placed on the public record
r)within 30 days, this could occur at any time following

certification of the Commission's vote. If you wish to submit
wv any factual or legal materials to appear on the public record,

please do so as soon as possible. While the file may be placed
on the public record prior to receipt of your additional
materials, any permissible submissions will be added to the

Wr public record when received.



3Hugh Rlocrow, lr.

pa,. 2

If you have any questiLons, pleas. contact Joan KcBnery ait
(202) 219-3690.

Sincerely,

Mary L. Taksar
Attorney

Attachment
Narrative

,q-
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. Thomas Rills filed a complaint alleging that Friends of Jim
rFolsom has failed to file reports since 1964 and accepted
excessive contributions from Hugh Murrow in regard to a 1960
loan guarantee and a 1983 loan. In its response, the Committee
states that it terminated nine years ago but that remaining
records indicate that in 1980, when the Committee was notified
by the Reports Analysis Division of a possible violation
regarding the loan, the Committee reattributed the loan to 16
guarantors and filed amended reports. The Committee states that
the 1983 loan appears to be an error in the reporting of the
1980 loan.

There is no indication of any serious intent to violate
FECA. This matter involves less significant issues relative to
the other issues pending before the Commission. The Committee
took remedial action in 1980 when it was notified of a possible

tr) violation.
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