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Lawrence E. Noble, Esq.
Federal Election Commission
999 E. Street, N.W.
Washington. D.C. 20463

Re: Complaint agains
Edward Carl Harrison
Ed Harrison for Congress Committee
Michael Neill, as Treasurer
E. C. Harrison Properties, Inc.

Dear Mr. Noble:

This letter constitutes a formal complaint against Edward Carl Harrison, a candidate for
the 24th Congressional District of Texas; his principal campaign committee, the Ed Harrison for
Congress Committee (the "Committee"); Michael Neill, as Treasurer- and E. C. Harrison
Properties. Inc.'

Public record information strongly indicates that Mr. Harrison's corpMralin and Mr.
Harrison. acting on behalf of his corporation, arranged to fund his campaign with corporate
treasur, funds in violation of the Federal Election Campaign Act, 2 U.S.C. i§ 431 et. seq.

FECA'). Specifically, a corporate loan, whether direct or indirect to a federal ca-ign, is
a per se violation of the Act. The record further indicates that Mr. Harrison has failed to
accurately report his campaign activities.

E. C. Harrison Properties, Inc., a Texas Corporation, organized by Mr. Harrison in
1984. currently does business under the name of Harrison Homes. Mr. Harrison is the
president and owner of E. C. Harrison Properties, Inc.
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Thse violations seriously compromise a campaign now in propus - Mr. Haro's
campaign for the 24th Congressional District. The imminence of the Iam to thebdSoW
process requires immediate Commission investigation and action. Indeed, the Commiion
recently announced enforcement standards which, as applied, would place covert coaipxe
spending practices, such as Mr. Harrison's, front and center among agency enforceunet
priorities.

Ftual lfBackround: Cororate Funding of C _unaia

in May 1993. Mr. Harrison filed his Statement of Candidacy and e of

Organization to run in the 24th Congressional District of Texas. See Exhibit 1. The

Committees Year-End Report discloses that Mr. Harrison made numerous Imsi to his

campaign. including two loans totaling $56,590. on August 31. 1993. and anoter $50,000 loan

on September 14. 1993. These loans totaled $1 10.368. See Exhibit 2. During the same period.

Mr. Harrison took a large personal loan from his corporation and received compensation that

was $40.000 greater than the previous year's salary.

On December 30. 1993, Mr. Harrison filed his Ethics in Government Act Report. See

Exhibit 3. Information in this report shows that Mr. Harrison made persomu loam to his

campaign in excess of $100,000. During this same time period, his corporation, E. C. Harrison

Properties. Inc.. paid him $94.300 in salary, commissions and bonuses, wtich was $40,000
more in compensation than he had received in the previous year (1992), when Mr. Harrison

received no salary payments at all from E. C. Harrison Properties, Inc.

Also. during the time period covered by the report. Mr. Harrison authoried a peuomul

loan from E. C. Harrison Properties, Inc., to himself for an amount between $15.000 and
$50.000. If diis loan was for the $15.000 amount, then the loan. plus the extra $40,000 in

compensation from his corporation would total $55,000. If this loan was at the top range
(S50.000). then the loan. plus the $40,000 in extra corporate compensation, would total $90,000.

approximately the amount Mr. Harrison loaned to his campaign.

Further. it is of interest that one particular loan that Mr. Harrison made to his capg

on September 14. 1993. was for exactly $50,000, the maximum amount E. C. Harrison
Properties. Inc., may have loaned to Mr. Harrison himself.

An additional fact of note emerges from the public record. The corporation extended

credit and made these unusually high payments to Mr. Harrison during a year when E. C.

Harrison Properties. Inc. had outstanding liabilities of over $250,000. including seven debts with

Duncanville National Bank and First Continental Bank. See Exhibit 4.
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The involvement of Mr. Harrison's corporation in his campagn has bee pviw.
Mr. Harrison used his corporate post office box for cazlupu r p oss. It OapNm m his

campaign brochures and his Committee's Satemenm of Organization filed with the FEC. S e

Exhibit 5. Mr. Harrison treated his corporate Offics a g sme facilities. Mr. Flme
acknowledged his misuse of corporate facilities in a letter dased July 1. 1993. Ye. his

committee has not reimbursed the corporation for such use. See Exhibit 6. 11ucrm. dh

Committee's violation for use of corporate facilities without timely re qF c.

1llegal Transfer of Cornorate Funds to C am

I. Campaign Loans and Excess Cu

a. The Law

Section 441b(a) of the FECA makes it unlawful for a corporation to make. directly or

indirectly, contributions in connection with any federal election. The staute also pwhut
corporate officers from consenting to such violations. It is also illegal for a politcalm
to "knowingly* accept such corporate contributions. Id. The Act also proliits caxMuribk

made in the name of another. 2 U.S.C. § 441f. and as apl~ied. has proh itA a oq atin
from making contributions 'in the name of employees* using corpora funms and dit own
names to effect the contribution for corporate purposes.

A corporation may not use bonuses or other forms of coinsam as a mkdw of
reimbursing employees for their political contributions. 11 C.F.R. I 14.5(clbXI). rite

Commission has traditionally viewed matters involving corporat ren-se of PIital
contributions as raising the most serious violations of the statute. In an us cawn
substantially smaller amounts of money. the Commission imposed amog the big cavil
penalties ever for these types of knowing and willful vioations. Matter Under Review 2893.
Moreover. in prohibiting corporate contributions and expenditures the Act imposes liabiity on
both corporate officers and the corporation itself. 2 U.S.C.. 441b4a). Specifrally. ths
provision makes it unlawful for a corporation to make a contributions and for its officrs to

consent to such contributions. General Counsel's Report. Matter Under Revaeu 2893.

b. Mr. Harrison's Violation of the Law

E. C. Harrison Properties. Inc. is a closely held corporation with only hriee s.

See Exhibit 7. Mr. Harrison. as President. would have sole authority to set his salary. bxiMrs.
and to authorize the corporation to extend personal loans.

4-:
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In 1992, Mr. Harrison paid himself only $55,133 in commissions and bonuses and no
salary from E. C. Harrison Properties. Inc. See Exhibit 8. In 1993, E. C. Harrison Properties,
Inc. paid him S40.000 in salary, in addition to commissions and bonuses. Moreover, in 1993
Mr. Harrison took a personal loan in an amount between $15,000 and $50,000. See Exhibit 3,
8. Thus. in 1993. Mr. Harrison received between $55.000 and $90,000 ($40,000 salary plus
the loan) more from his corporation than in 1992. The high range of this amount ($90,000) is
very close to the amount Mr. Harrison loaned to his campaign ($110,000). And this occurred
during a year when he. by all accounts, was spending a significant amount of time on the
campaign trail and away from his business. See Exhibit 9.

Thus. if this loan and salary increase, as it appears, are nothing more than a disguism
corporate transfer to the Harrison campaign. the Committee violated section 441b by knowingly
receivi g corporate contributions.

2. Failure to Reimburse for Illegal Use of Corporate Address and
Telephone Number

a. The Law

Regulations of the Commission address in detail the use of corporate facilities and
resources for campaign purposes. 11 C.F.R. § 114.9. Stockholders and employees volunteering
for a campaign may only make *occasional. isolated or incidental use" of such facilities. I I
C. F.R. § 114.9(a). The regulations provide, in particular. that where stockholders or employees
involved in campaigns make more than "occasional. isolated or incidental use" of corporate

Ithey arel required to reimburse the corporation within a
commercially reasonable time for the normal and usual rental
charge. as defined in I I C.F.R. 100.7(a)(1)(iii)(B). for the use of
such facilities.

I I C.F.R. § 114.91a)(2) (emphasis added). Here. the corporation has not charged the campaign

and the campaign has not paid for this use.

b. Mr. Harrison's Violation of the Law

The Committee's use of E. C. Harrison Properties. Inc.'s corporate address and phone
number for campaign purposes. as reflected on its brochures and the corporate letterhead,

,+- !i + •
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violates these regulations. Mr. Harrison acknowledges his Committee's use of his corporation's
facilities. Nevertheless, the corporation was never reimbursed for these uses. 2 Nor has Mr.
Harrison disclosed the extent of his Committee's use of corporate facilities. Nothing short of
a thorough investigation by the FEC is adequate to make such a determination.

While prospective supporters were encouraged to contact Mr. Harrison at his
corporations headquarters to obtain more information about the campaign. the Committee's
reports do not disclose any payments for rent. the post office box or telephone services to E. C.
Harrison Properties. Inc. Therefore. it appears that the corporation's space, tekpbone and
secretarial services were used free of charge., Provision of these services to the canliign
constitutes an illegal corporate contribution in violation of sections 441b and 441f. We request
that the Commission conduct an investigation to determine the full extent to which Mr. Harrion
used his corporation for campaign purposes. Thereafter. Mr. Harrison should be required to
make appropriate reimbursements to his corporation even though a commercially reasonable time
has clearl. passed.

Failure to Propetli Report Campai Loans

I. The Law

Loans made by a candidate to his campaign must be reported continuously unWtil repaid.
II C.F.R. § 104.3(d).

In this letter of Julr 1. 1993. Mr. Harrison attempts to distinguish between the testing-the-
waters period and the period after he filed as a candidate. Testing-the-waters activity.
ho%%ever. is subject to the same regulations and. once Mr. Harrison became a candidate.
the same reporting rules. Thus. Mr. Harrison should have made and reprted
reimbursements to his corporation. The only disbursement to Harrison Homes by the
Committee was for printing on June 12. 1993.

Mr. Harrison has also used precisely the same lettering for both his corporate billboards
and signs and the bumper stickers for his campaign. See Exhibit 10. Given the
campaign's use of corporate facilities, this similarit, raises the issue of whether Mr.
Harrison ma% have recei'ed a reduced rate for printing his campaign materials by using
the corporations design.

'. e
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The Committee improperly reported Mr. Harrison's loans, failing to include a Scbedule

C on its report to fully disclose the source and conditions of the loans. In addition, the lken of
$1,900 Mr. Harrison made to the Committee on June 4. 1993. is not continuously reported and

does not appear as outstanding or repaid on his Year-End Report. Further, in his FEC filing

covering the period of January 1. 1994. through February 16, 1994, Mr. Harrison failed to

continuously report the earlier loans to his campaign totaling $110,386 or the loan of June 4,

1993. for $1.900. See Exhibit 11. Section 104.3(d) of the regulations requires such loans to

be continuously reported until the loans are repaid. Mr. Harrison should be required to clarify

the public record about precisely when these loans were made and under what terms and
conditions.

Conclusion

On December 13. 1993. the Commissiont announced a new program for enforcement

prioritization. Commissioner Thomas announced at that time the General Counsel had

formulated. and the Commission had adopted. various factors for prioritizing cases which
i nclIuded:

Whether there was a potential finding of knowing and willful intent
to violate the law:

The apparent impact of a violation on the election process;

The amount of money Involved:

The age and timing of the violation: and

Whether a particular area of law that needs attention is involved.

In virtually every respect, these factors support aggressive Commission attention to this

case. The violation has been identified in mid-campaign. Its threat to the integrity of that

campignis real and immediate. Mr. Harrison Is using corporate funds now to influence a

federal election currently in progress. In this respect, there is no question of Oimpacto on the

election process and both the 'age and timing' of the violation fall within the related factors for

prioritization adopted by the Commission. The Commission will necessarily have to consider

the presence of 'knoing and willful intent."
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Mr. Harrison is making direct use of corporate resources in a variety of ways and hardly
any provision of the law is better known generally than the one prohibiting the use of corporate
funds in connection with Federal elections. There has been, since Watergate, hardly any
significant outstanding confusion that the law contains this prohibition. For this reason, too, the
Commission has always treated corporate spending violations as "a particular area of the law that
needs attention." Finally, we are not speaking in this complaint of small amounts of money but
rather substantial potential diversions of corporate resources in the form of cash loaned and
facilities used.

For all the foregoing reasons, we request the Commission to conduct a thorough
investigation of these matters to determine whether Mr. Harrison, the Committee, and Mr.

Harrison's corporation have violated the FECA and pursuant regulations by illegally diverting

corporate funds and other illegal contributions to support Mr. Harrison's campaign.
Complainant further requests that the Commission assess all appropriate penalties for knowing
and willful violations raised by this complaint with respect to Mr. Harrison's, the Committee's
and E. C. Harrison Properties, lnc.'s activities, in accordance with 2 U.S.C. § 437g.

Sincerely,

Kenneth H. Molberg

K H M /bss

STATE OF TEXAS §

COUNTY OF DALLAS §

On this ._day of March 1994, before me, the undersigned Notary Public, personally

appeared Kenneth H. Molberg, who executed the foregoing instrument.

IN WITNESS WHEREOF. I hereunto sign my hand and official seal.

PniLt*OsI Noty Public
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MARCH 25, 14

Kenneth U. Rolberg
Wilson, Williams, Molberg

& Mitchell
2214 Rain Stkeet
Dallas, Texas 75201-4324

Dear Mr. Nolberg:

This is to acknowledge receipt on Match 23, 1"4t of yourletter dated March 22, 1994. The Federal Election camaign 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 complaint be
sworn to and signed in the presence of a notary public and
notarized. Your letter was not properly sworn to.

In order to file a legally sufficient complaint, you mat
swear before a notary that the contents of your complaint ace
true to the best of your knowledge and the notary mst represent
as part of the jurat that such swearing occurred. Ine-preferred
form is *Subscribed and sworn to before me on this 4 of

. 19_.' A statement by the notary that the IV-ffit was
sworn to and subscribed before her also will be sufficient. we
regret the inconvenience that these requirements -y cause you,
but we are not statutorily empowered to froceed wi caue
l.al1ing of a compliance action unless all the statutory
rb.. -ements are fulfilled. See 2 U.S.C. 1 437g.

Enclosed is a Commission brochure entitled "riling a
Complaint.' I hope this material will 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: Edward Carl Harrison

Ed Harrison for Congress Committee
E.C. Harrison Properties, Inc.
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March 29, 1994

.-3

Ms. Retha Dixon
Docket Chief
Federal Election Commission c
999 E. Street, N.W.
Washington, D.C. 20463

I

Re: Complaint against
Edward Carl Harrison

) Ed Harrison for Congress Committee
Michael Neill. as Treasurer
E. C. Harrison Properties, Inc.

:)
Dear Ms. Dixon:

Pursuant to your letter of March 25, 1994. enclosed please find a supplemental statement
to the March 22. 1994, Complaint regarding the above-referenced matter.

Thank you for your assistance. Should you have any questions and/or need additional
information. please do not hesitate to contact me.

, Sincerely,

Kenneth H. Molberg

KHM bss

[Enclosures
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Mach 22, 1994

Lawrence E. Noble, Esq.
Federal Election Commission C.

999 E. Street. N.W.
Washington, D.C. 20463

Re: Complaint against C

Edward Carl Harrison
Ed Harrison for Congress Committee
Michael Neill, as Treasurer
E. C. Harrison Properties, Inc.

Dear Mr. Noble:

This letter constitutes a formal complaint against Edward Carl Harrison. a candidate for
the 24th Congressional District of Texas; his princiul campaign commiu, th Ed Hwrs for

Congress Committee (the "Committee*); Michael Neil, as Treasurer: an E. C. Harison
Properties. Inc.'

Public record information strongly indicates that Mr. Harrison's Sk ani Mr.
Harrison, acting on behalf of his a tion arg to fund his cams w caorue
treasury funds in violaion of the Federal Election Campaign Act, 2 U.S.C. fl 431 et. seq.
(*FECA"). Specifically, a corporate loan, whether drect or indirect to a federal campaign, is
a per se violation of the Act. The record further indicates that Mr. Harrison has failed to
accurately report his campaign activities.

F. C, ft,.rison Properties. Inc.. a Texas Corporation. organized by Mr. Harrison in
1984. currently does business under the name of Harrison Homes. Mr. Harrison is the
president and owner of E. C. Harrison Properties. Inc.
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These violations seriously compromise a campign now in perp - Mr. Hwrn's
campaign for the 24th Congressional District. The imminence of de hl to the elecloral
process requires immediate Commission investigation and action. Indeed. the Commission
recently announced enforcement standards vhhich, as applied, would place covert corporate
spending practices, such as Mr. Harrison's, front and center among agency enforcement
priorities.

Ft ul BckM'ound: Corporate Fumndin of C=mn

In May 1993, Mr. Harrison filed his Statement of Candidacy and Stasement of
Organization to run in the 24th Congressional District of Texas. See IRA#* 1. IV
Committee's Year-End Report discloses that Mr. Harrison made numer w loar -o his
campaign. including two loans totaling $56.590. on August 31, 1993. and anodher $50,000 Ioan
on September 14, 1993. These loans totaled $110.368. See Exhibit 2. During die same period.
Mr. Harrison took a large personal loan from his corporation and received compensation that
was $40.000 greater than the previous year's salary.

On December 30, 1993, Mr. Harrison filed his Ethics in Government Act Report See
Exhibit 3. Information in this report shows that Mr. Harrison made penonal loam to his
campaign in excess of $100,000. During this same time period, his corpora E. C. Harrison
Properties, Inc., paid him $94,300 in salary, commissions and bomues, which wan $40,000
more in compensation than he had received in the previous year (1992), when A&. Hwri-
received no salary payments at all from E. C. Harrisom Ptoperties, Inc.

Also, during the time period covered by the repom Mr. Harrimn id a pMal
loan from E. C. Harrison Properties, Inc., to himself for an amount betw $15,0 m
$50,000. If this loan was for the $15,000 amount, dm the Iomn phas the eirt $4,00 in
compensation from his corporation would total $55,000. If this loan was at t up cu
($50,000), then the loan, plus the $40,000 in extra corrae romlpe sation, would toad S0O00.
approximately the amount Mr. Harrison loaned to his campaign.

Further, it is of interest that one particular loan that Mr. Harrison made to his a n
on September 14, 1993, was for exactly $50,000, the maximum amount E. C. Hwieon
Properties, Inc.. may have loaned to Mr. Harrison himself.

An additional fact of note emerges from the public record. The corporation exended
credit and made these unusually high payments to Mr. Harrison during a year when E. C.
Harrison Properties. Inc. had outstanding liabilities of over S250.000. including seven debts with
Duncanville National Bank and First Continental Bank. See Exhibit 4.
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[hc iimol%,enient of Mr. Harrison's corporation in his campaign has been pervasive.
Mr. Harrison used his corporate post otfice box for campaign purpocs. It appeared on Ihis

campaign brochures and his Committee's Statement of Organization filed with the FEC. See
Exhibit 5. Mr. Harrison treated his corporate offices as campaign space facilities. Mr. Harrison
acknowledged his misuse of corporate facilities in a letter dated July 1, 1993. Yet, his
committee has not reimbursed the corporation for such use. See Exhibit 6. Therefore, the
Committee's violation for use of corporate facilities without timely reimbursement continues.

Ileal Trader of Corporate Funds to Campafdn

1. Campaign Loans and Excess Compensation

a. The Lav

Section 44lb(a) of the FECA makes it unlawful for a corporation to make, directly or
indirectly, contributions in connection with any federal election. The statute also prohibits
corporate officers from cr, fiienting to such violations. it is also illegal for a political committee
to "knowingly" accept such corporate contributions. Id. The Act also prohibits contributions
made in the name of another. 2 U.S.C. § 441f, and as applied, has prohibited a corpori
from making contributions "in the name of employees" using corporate funds and their own
names to effect the contribution for corporate purposes.

A corporation may not use bonuses or other forms of compensation as a method of
reimbursing employees for their political contributions. 11 C.F.R. J 114.5(clX1). Mw
Commission has traditionally viewed matters involving corporate reimbursements of poliiad l
contributions as raising the most serious violations of the statute. In an analogou case invoving
substantially smaller amounts of money, the Commission imposed among the higest civil
penalties ever for these types of knowing and willful violations. Matter Under Review 2893.
Moreover, in prohibiting corporate contributions and expenditures the Act imposes liability on
both corporate officers and the corporation itself. 2 U.S.C. § 441b(a). Specifically, this

provision makes it unlawful for a corporation to make a contributions and for its offixers to
consent to such contributions. General Counsel's Report, Matter Under Review 2893.

b. Mr. Harrison's Violation of the Law

E. C. Harrison Properties. Inc. is a closely held corporation with only three employees.
See Exhibit 7. Mr. Harrison. as President. would have sole authority to set his salary, bonuses.
,.!Id tu .U O ile th-e ' .trpora. oP tte ch.d 02refll1 t 6al%
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In 1002. Mr. ttarrison paid himse!f ornl\ S55. 133 !n ."frni, isios and bonuses and no
alarN trom E. C. Harrison Properties. III:. See Exhibit 8. In 19 )3. I:. C. Harrison Properties.

Inc. paid him $40,000 in salary, in addition to commissions and bonuses. Moreover. in 1993
Mr. Harrison took a personal loan in an amount between $15.000 and $50.000. See Exhibit 3,
8. Thus. in 1993, Mr. Harrison received between $55.000 and S90.000 ($40.000 salary plus
the loan) more from his corporation than in 1992. The high range of this amount ($90,000) is
very close to the amount Mr. Harrison loaned to his campaign (S 110.000). And this occurred
during a year when he, by all accounts, was spending a significant amount of time on the
campaign trail and away from his business. See Exhibit 9.

Thus. if this loan and salary increase, as it appears. are nothing more than a disguised
corlorate transfer to the Harrison campaign. the Committee violated section 441b by knowingly
receiving corporate contributions.

2. Failure to Reimburse for Illegal Use of Corporate Address and
Telephone Number

a. The Law

Regulations of the Commission address in detail the use of corporate facilities and
resources for campaign purposes. 11 C. F. R. § 114.9. Stockholders and employees volunteering
for a campaign may only make *occasional. isolated or incidental use' of such facilities. I I
C.F.R. § 114.9(a). The regulations provide, in particular, that where stockholdrs or enploye
involved in campaigns make more than 'occasional, isolated or incidental use' of corxmae
facilities,

. . . [they are] required to reimburse the corporation within a
commercially reasonable time for the normal and usual rental
charge. as defined in II C.F.R. 100.7(a)(1)(iii)(B), for the use of
such facilities.

1 C.F.R. § 1 14.9(a)(2) (emphasis added). Here. the corporation has not charged the campaign
and the campaign has not paid for this use.

b. Mr. Harrison's Violation of the Law

The Committees use ot E. C. Harrison Properties. In:. s :orporate address ana phone
numher tfor ,ampaign purpose.,, as r 7c,.' d on rt,, 1'.>- ,c t orpra. letterhead.
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violates thw regulations. Mr. Harrison acknowledges his Committee*s usc of his corporation's
t,.zlities. Nevertheless. tht: ,..orporation kas noer reimbursed for thcse uses.' Nor has Mr.
Harrison disclosed the extent of his C'ommittee's use of corporate faclitmes. Nothing short of
a thorough investigation by the FEC is adequate to make such a determination.

While prospective supporters were encouraged to contact Mr. Harrison at h
corporation s headquarters to obtain more information about the campaign. the Committee's
reports do not disclose any payments for rent. the post office box or telephone servNces to E. C.
Harrison Properties. Inc. Therefore, it appears that the c o I's spc. Itlqohm= ml
secretarial services were used free of charge.' Provision of these servces to the
constitutes an illegal corporate contribution in violation of sections 441b and 441f. We reqp
that the Commission conduct an investigation to determine the full extent to which Mr. Harrison
used his corporation for campaign purposes. Thereafter. Mr. Harrison should be required so
make appropriate reimbursements to his corporation even though a commercially reasole time
has clearly passed.

Failure to Properly Report Campaign Loan

I. The Law

Loans made by a candidate to his campaign must be reported continuously until repaid.
I1 C.F.R. § 104.3(d).

In his letter of July 1, 1993, Mr. Harrison attempts to distinguish between the
waters period and the period after he filed as a candidate. Testing-the-wa enrs JI .
however, is subject to the same regulations and, once Mr. Harrison became a candidmic.
the same reporting rules. Thus. Mr. Harrison should have made and epo
reimbursements to his corporation. The only disbursement to Harrison Homes by sk
Committee was tor printing on June 12. 1993.

Mr. Harrison has also used prec sel. the same lettering for both his corporate billboards
and signs and the bumper st T1kers roI 'S Laman. See Exhibit 10. Gi en the

-,,, t . . . . - - -- of vhether Mr.
Harrison ma% have rec eo a rcuw..eu rate lor printing nis ,ampaign materils by usi
the corporation's design.
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The Committee improperly reported Mr. llarrison;, 'oanS. ta'Ili, to include a Schedule

C on its report to fully disclose the soure and conditons ot the loans. In addition, the loan of
$1.900 Mr. Harrison made to the Committee on June 4. 1993. is not continuously reported and
does not appear as outstanding or repaid on his Year-End Report. Further. in his FEC filing
covering the period of January 1. 1994, through FebruarN l. 1994. Mr. Harrison failed to
continuously report the earlier loans to his campaign totaling $110,386 or the loan of June 4.
1993. for S.9O0. See Exhibit I1. Section 104.3(d) of the regulations requires such loans to
be continuously reported until the loans are repaid. Mr. Harrison should be required to clarify
the public record about precisely when these loans were made and under what terms and
conditions.

Conclusion

On December 13. 1993. the Commission announced a new program for enforcement
prioritization. Commissioner Thomas announced at that time the General Counsel had
formulated, and the Commission had adopted. various factors for prioritizing cases which
included:

Whether there was a potential finding of know% ing and willful intent
to violate the law:

The apparent impact of a violation on the election process:

The amount of money involved;

The age and timing of the violation: and

Whether a particular area of law that needs attention is involved.

In virtually every respect, these factors support aggressive Commission attentin to this
case. The violation has been identified in mid-campaign. Its threat to the integrity of that
campaign is real and immediate. Mr. Harrison is using corporate funds now to influence a

federal election currently in progress. In this respect. there is no question of "Impact' on the

election process and both the 'age and timing' of the violation fall within the related facmrs for
prioritization adopted by the Commission. The Commission will necessarily have to corsider
the presence of ke o, ing and %% i1lt 'tent.
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Mr. Harrmn m ra Lai dreI ur. ot corporate resources in a %arict% of '%avs and hardl%.
an' pr t>w n of the La,, ociur know gereridly than the one prohibiting the use Of Lxporaw
t unds in conextion %uh Federal olectous. Tbere has been. since Watergate. hardly any
significant outstanding confuslion ta the law cwmains this prohibition. For this reason. too. de
Commssion has alia)s iIremed czpor speiftng 'iolatkns as 0a particular area of the law that
needs attemio Fimally w ar not speig i this complaint of small amounts of money but
rather substantial p w2a dimrsiom coporate resources in the form of cash loaned and
tacilities used-

For all the foregomg reasons- ue request the Commission to conduct a torog
investigatoun of these mrs to & -ermfix st-etr Mr. Harrison. the Commitee. and Mr.
Harrison's corporat in have iolated &-c FECA and pursuant regulations by illegally diverting
corporatc funds and ocher illea wouributKms to support Mr. Harrison's campaign.
Complainant further reqsts that the Commission assess all apopriate penalties for knowing
and %illful -ioiatmom rased bv this co,702= with respect to Mr. Harrison's. the Committe's
and E. C. Harrison Pryertws- Inc.'s acrwties. in accordance with 2 U.S.C. § 437g.

Sincerelv.

Kenneth H. Molberg

KHMbs:s

STATE OF TEXAS I

COUNTY OF DALLAS §

On this q da- ot March 99. before me. the undersigned Notary Public. personally
appeared Kenrth H. Moiberg. -&,o extuted the foregoing instrument.

IN WITNESS WHEREOFV I hceruzw sign my hand and official seal.

Notarm Publ Ic
J- R: -E:

%Kay m-



STATE OF TEXAS

COUNTY OF DALLAS §

Before an, he undersigned authority, on this i day of Much 1994.
appeared Kenneth H. Molberg, and ,apon oath stated to me that the alkaiw o fac

in the Complaint of March 22, 1994, are true to the best of his knowledge, and a eibPd se

before me.

Kenneth H. Molberg

SUBSCRIBED AND SWORN TO BEFORE ME on this day of Madi 1994.

Public State of
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Business Information Report

fte I of
JulY 2.

SA2r PRNS iNC D 7-410-3093 RATING

HAMSN HOMES et met crAM!LY STARTEC

BOX 381383
DUNCANVILLE T 71M

HOUSE CONSTRUCTI ON
SI C NO.

PAYMENTS
SALES

419 MORJING OVE A"A ORTH F 318a
MOVED FROfNI (393 K SOTO. TX EMPLOYS
DUNCANVI LLE H L3 N STORY CLIEAR

TEL: 114 709-4t30 FINANCING SECI 0FINANCIAIL

CHIEF EXECUTIVE2 EDORD C HARRISON, PRES-V PRES CONDITION G00

co E eeAL Eshwnerset"a'.art t re bye

0supplier. Ua trd epeinces er stted ths t hevi u 

Is In e 65 1 o a nw constructio sie lated at 412
9 llTlG eO 05cnv.T.7 1 7 . phn7ubr n al

dulriSs will return the same.

' REPORTED FAYIM" HIGH NOW PAST SELLING LAST SWE[

REODCREDI T OWES MUE TERMS mull111

10000 -0- -0- IO I NO
013 ppt 5000 -0- -0- W30 1 me

019 01)100 -0- .0. Regular term 1t.

Eachexprience shown represents a sepafate account rerre b

supplier. Udtdtaeeprecsrpaetoepeiu

coVyight193 IC. V2.4

Prcvi del under Covtrat f q*WWluSji e uS* of OM & p TM ET 3C.

:IsFor: W1 lulylf;

1984SEE SELON)
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Our Customer Service Cmtm
Aounte Please Call (00)
Representati v.

03110/93

Is Available To Asst You In klWeWi This
234-3067 To Speak With A Customw Service

Interim5 mnths
Aug 31 1990

Curt Assets 376603
Curt Liabs 200,818
Current Ratio 1.67
Vorki ng Capi tal 176.065
Other Assets So 35M
Worth 181.417
sales 560,67
Net Profilt (LOSS) 3695SU

Interlm statement dated FEB t6

Cash $ 142,60

york In Progress 318,4 5

Curt Assets
Fixed Assets

461,2 4
124. 4

IntemU6 momth
Sep 30 190

3349644
129M.74
112575
217.87
76500

74.162
1993:Accts Pay
Nt" Pay
Deposi ts By
cl IentsTaxes

Cut LiaSM

CURMNT P00
PROFIT
RETAINED EIIGVS
PROFIT YT1

I nterl a
Feb 26 193

461. M4
267,12

1.7t
194.166
124.814
318,9M
631439
4.333

S tto0S

267.1261. m64
emDe e m 1 5 .6u l4 1

157.01

55,116

Total Assets 56,11 Total 534.11

From FEB 01 1993 to FEB 26 1993 sals $65,439. Operting

epense s $61 10 .. Op er ti g 1 com $4,333 9 Net i p rco

$49333.
SubWtted R 10 1993 by Jo eIWl. office maaer. Prepared ro.

books without udit.

Notes paysble are due to ift incl nsttutions for €onsttuCton

I 0ans.) A 10 1"93 jo fNet11' officc ganager,- sub tted tWe 91Mv9 -
furSe sVbM tted the fol 1oW 4 Partial eti Ut date R1015:

prjecte annual sales are S 1*600,0

I

Capy-ightI W93OeIN& v&4
OUSive , "EET I W-jseef MM I qRjg*
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!i Ar olSILOKRET INC

The following data I s for InformAtionn purposes only and Is not the

official record. Certified copies can nY be obtained from the

off i ci source.

"CC ..... * * * it~i FILING(S) * * *

F

OLLATERAL:

lU NG NO:
WE:
IEC. PARuTY:

do momme 
memm mmememmmmm 

a MnM i nC wM~f 4 C wft"m w nm doom

Speclied Negotiabl e instruments includin proceeds and products

Spec fied Inventory including proceeds and products - Specified

Account(s) including proceeds and products - Specif1ied Chttel

papert inudlotg proceeds and products - And OTHERS

92214r d DATE FILED. 11/16/122

Ori gi nal LATEST INFO RECEIVED: 01/1113

DUNCANVILLE NATIONAL BANK. FILED WITH: SECRETARY OF

DUNCANVILLE, TX STATEUCC DIVISION.
ammarct T r TX

DEBTOR: i NMUU ruiwi,'u -'

------T .L. Spedifi-ed Negotiabl e instruments i ncludi ng proceeds and products -

Specified Inventory including proceeds and produ flctf ec f ed

Account(s) i ncl udi ng proceeds and products Spedi fi e4 1 abr

i nel udi n; proceeds and products - and OTHERS 0121

tlUNl No: 9116354 DATE FILED: 08/2111

TYPE: Ot 1 a8 LATEST INFO RECEIVED: 09118/1991T aOrl it nal

SEC PARTY: DNWVILLE NATIONAL BANK. FILED WITH: SECRETARY OF

DUNCANVILLE. TX STATE UCC 0I VI 1ON.
DEBTOR: E C NARUSON PROPERTIES INC TX

-------- ..................... low

I
M w M o , W W o m m o o m o o a bdm, ii do 4 i M o P 'm M -- o 4

COLLATERN.: Specifled lot 23 DATE FICED* 12/0211991

FILING NO: 91230543 LATEST INFO RECEIVED: 01/02/1M

TPE: Or gi nal
SEC. PARTY: DUNCAIVILLC NATIONAL BANK. FILED 10TH: SECRETARY OF

DUICMNVLLE. TX STATE/UCC DI VI SI ON.

DEBTOR: E C HARRISON PROPERTIES INC TX
- ---------------------- -- ----- ---- -

FILNi NO: 89115651
TYPE: TerM neti on
SEC. PARTY: DUNCANIILLE NATIONAL SANK.

OUNCANILLE, TX
DEBTORL: HARRISON. E C PROPERTIES INC

DATE FILED: 11/16/1990
LATEST INFO RECEIVED: 01114/1991
ORIG. UCC FILED: 05/22/1989
ORIG. FILING NO. 89115651
FILED WITH: SECRETARY OF

STATE/UCC DIVISION.
TX

06vo-u~~de'cc?~t~a-t for thtemi~usi we us*,:*P SPS~~ IC

Pop 3 of S

coryHoti"3 Maim. V2.4

Jul yj .1"3 1

COLLATERAL: Speci fted Negottabl e Instruments and proceeds - Spe fied 1 v Y

and proceeds - Specified Account() a) nd proceeds - Specified Far

products/crops and proceeds - and OTHERS

FILUNG NO 9113500 DATE FILED: 07.1111

TYP: Original LATEST INFO RECEIVED: 060/19

SEC PARTY: DUNCANVILLE NATIONAL BANK. FILED WITH SECRETARY OF

OWUCANVILLE. TX STATE/UCC DI V1 S1 ON.

1l"tToR E C HARRISON PROPERTIES INC TX

I
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* Am mm in m m~cc e

PLWCl FIINds (CORCIMM- - -

FILING NO: 68160942 AT FILED: 10/30/190TYP: Term nati onDAEFLD
SYPE TY: FIRST InTERSTATE BANK NA, LATEST INFO RECEIVED: 12/1011990

SEDFORDR TX O RIG. UCC FILED: 07/06/1966
DESITO HRI SONIo C PROPERTIES ORIG. FILING NO: 681604t

FILED WI TH: SECRETARY OF
STATE/UCC DIVISION,
TX

FILING NO: 68059377 DATE FILED: 10/30/1990
TYPE: Term nation
SEC. PARTY: FIRST INTERSTATE BANK. BEDFORD. LATEST INFO RECEIVED: 12/10/1990

ORIG. UCC FILED: 03/11/198

HARRI SON, E C PROPERTIES oRiG*6 FILINIG Me O:. 311vFILED ITH: SECRETARY OF
STATEIUCC DIVISION,
TX

FILING NO: 88043051 DATE FILED: 1o/30lM
TYPE: Teru nati on

SEC. PARTY: FIRST INTERSTATE BANK NAs LATEST INFO RECEIVED: 12/10/1990
_ ORIG. UCC FILED: 02/22/198

3EDFORD, IAH$EDSON. I c PROPERTIES OR~IG. FILING NO: 8843931FILED WITH: SECRETARY OF
STATEIUCC DIVISION,
TX

w ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~ ~~~m wc mccc 
W' 

cc mminwmccmMmdoom ~w M , ,m ,ImM m ---. m~mdd-

. , n - m... .. egntalned in this report my have been

pald. terMnAte vacated or rele d o

report w printed,

03/10/- 93 EDWARDu C HARRISON , PRES-V PRIE$S RS AMN E

CORpoRATE MND BUSINESS REGISTRATIONS REPORTED BY THE SECRETARY

OF STATE OR OTHER OFFICIAL SOURCE AS OF 04/29/193:

BUSiNESS TYPE: Corporation -
Profi t

SATE INCORPORATED: 11/301983STATE OF INC01P: Texas

m~mwm~nmmmmmmccccccmammmmwmwwc 

we

oyIJ4 e'i uroie- tc.-ract for the excl usi veuse of p 5 1 6 1 S TET 16Nc. Coyri ght 1993 M. I nc. L

OEBTOR

DEBTOR:
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ON lwms Infot1mo

IaSTRI (continued)
Sut ness started 1984 by Edvard C Harri son. Rol Mated lor 1M

from Oe Satoe, T. 100* of capttal stock is owned by offIrsM.
EDVAD C HARRISON born 1954. 197-76 employed by Red lid For,

Duncenville. TL 1979-43 employed by Kreiger Equtpwet. Dal las, TL

1984 to present active here.
TRISH HARRISON born 1953. 1974-43 euployed by Mrian

Construction Co. Dallas. TX. 1964 to present active here.

TerContractor of sngle fatly housing, specIztng tn new

construction (100%).
Contractor specializing in single favly now hes (off0c)r Th

business contracts 100 of wokto o thers Contracts re obtai ed

through bidding 50 and negotiation 50. Torn are progress paments
33%;

Progress paents re billed b eekly. Sells to general public.

Terratory : Local.
Nonseasonal.•

EMPLOYEES: 3 including officers,
FACILITIES: Owns GOO sq. ftn an* story brick buildin
LOCATI ON: Resi dent ial secti on on si de street Offic

I ocated i n a model home.

07.02(263 /001) 00000 101 166

-- END OF REPORT -

If m hveony eston or sugwestion$ about this repot

please call th je, &u stme SevceCntra 1&)A4

rvded under contract for the exclusivI usof MaJ & SRAMTREET 1W . Copyright M )] 00 Ir. V2.4



ffor
Time for a new conservative Con1pV1jm the 24th District serving Tarran, DaLkU. Ellis & Navarro Counties

P.O. BOX 3$13 DW.ANVILLE.. TEXAS 75138 (214) 709-8130

Ed Harrison
stresses need for
conservative,
pro-busirneq,.Texas Cong an

Republican businessman Ed Hvvfm MIN*hd We carn-
acpaign early for Congressman of TOM Otdc 24. repre-
seing parts of Tarrant, Dalas, ErK ol M CcuriS.

Harrison knows t will take hard k good rgwzaion
and strong financial support to wuS SN Demorat
Martin Frost. Ed and his campaign am 1e I odo what

takes to win.
"We have to stop this run-away ta MW 1SW iberal

Congress." warns Harrison. "As a ibalimi I know hOw
-.to operate within a budget, work wi pople Io create a
vison and acmmplish positiw rueia 0iodto pD s the
-tatned budget amendment and redt ft nmlonal deb(.
I we remove bureaucratic waste, un ad wnneces-
sary taxation, we will encourage ti psws sclor. small
and large businesses, to become mon pmduKtive and
create more jobs at all levels.

"The government n9 to
befriend small businese not
belittle them. We need to get
America working agaL

- Ed IbaWWr is on
The government needs to befriend _" bwk i-: s, not

belittle them. We need to get Amse= wokhmg again."
challenges Harrison.

"To paraphrase Thomas jefl@tlql, SOpwrnm e
telrssbi s what it c"w dc !d C OM e wll

Ed Harrison, promlnenl buiness man and civic leader; owner
o4 Harrison Homes, a succesful resIdontial construction and
property development firm for over a decade.

be noth:ng to do." quips Harrison
The incumbent, Frost, has been rated more ant;-Nr ness

than Ted Kennelv by pro-business forces like tre National
Federaton of inoependent Business. At a loWT hall meeting
in Duncanville in 1992, Frost said, "The probimri is not the
money being spent but rather the lack of money coming in.
r-rost voted tor new taxes, to raise taes du1o to permit
spending of federal funds for surveys on sexual behavior,
but, he voted against a $21 million cul in tax-funded Con-
gressional junk mail and against term Ihmits for congress
However. Frost does get high ratings from trie American
Civil Liberlies Union

Frost is pait of the liberal, Washington, D C establish-
mert. The hard working, consevative people of Texas need
to know Frost no longer represents their interests. He
doesn't even think like a Texan any more



What kind
Ed. 39. has built and oper-

ated a successful business
over the paro decade. He is
President and C.E.O. of E.C.
Harrison Properties. Inc.
which is headquartered in
Ouncanvile. Texas. He is a
member of the Duncanville
Chamber of Commerce; the
Better Business Bureau; the
National Federation of Inde-
pendent Business (NFIB)
and its Council of 100; Na-
tional Assocation of Home
Builders (NAHB); Texas As-
socIation of Builders (TAB);
and the Home and Apart-
men{ Builders of Metropoli-

'Stan Dalas (HAB).
Ed served in the United

States Navy in the early
C 1970's as a coWAtn:ion elec-

trician wMh the Seabees be-
t tore receiving his honorable

odischarge.
He received his B.S. de-

gree in history from Dallas
.. Baptist Unversity in 1980.

-Additionally he earned a
,Masl s degree from Dallas

Theologcal Seriry.

man is Ed I,son?

Ed Harrison and his wife Trish with the ir dchidren, Brian, Karl, and Kelly.

Ed also serves as an Ad-
junct Professor at Dallas
Baptist University.

Ed is a former Republican
Precinct Chairman, working
at the grass roots level for
President Ronald Reagan

and all Republican candi-
dates. He's also served as a
delegate to several state
Republican conventions.

Ed Harison is acive k his
community and p ion
He's a decated famiy man

who cares about peop and
abotA our country. He's the
kind of man who can make a
difference

A man you can trust.

Join the Ed Haison
C,,ongr7essional palgnlm

Letis send a conservative, pro-business Congressman to Washington from District 24 to nght;v represen'

the people of Tarrant, Dallas, Ellis and Navarro counties. Were buikg a solid campaign or;- :-3;on 1r

every community We can use yot help. You can make a difference'
To find out more give Ed a call at (214) 709-8130

Thar* you.

PAID FM BY I AAPSON



M gg~ISm

S..

00 Tacoma i a,~ smu.fb*Pd

o besb sp

0C]mus ~ses~ -ww10 upwgigb" P~

O Ceal O VVW p '~ -- DL.w 0 05 w hus hSI 0 O'" s f tgg i

. wLrap .mdQ~

201 Ipearly Top Ireasstet
Mike Neill Cloa Niightat TZ 75115rAA ra

IL21 3.4 Cwm 315ll000

vestern Baok Duscenwiii*. I 75116_

0



-MMAI____

I box 31W7 o h n&. ?Texas,,5138
Jul 10 293 (214) 2X)4&%

CJLerk of the Uwue of 'Weseatatives
1034 Lo"ngwt 3.ese Off; DuIdIMUagWshgt, DC .. 515..12 , %

To weo it may Cosgm

Whleo teting the waters prior to fLiag with the 9W emmmrLa .
a race for toxas P 24th eoresos iol dietrLet, I hsA s~ " .
brwhures and lettgbed ads. On Uose 'a*"es Sad
letteheads I placed N Lmy"sOaling Oiree. and I "ph.
aumber. Addiioilly, i fling or C . With "h ra I oeouseIW4 my Sa Ids e&res. and phme. smber.

seovor, amin filing with tbo VC I bayo beome amaz that hi
15 Icpropor and net allowd. fberofoeo I be" I.W ecred ow

C) W) brha d tet|Ioseg se id the now sd aepecat. address
and phone number from MI YIIay.

z hop. to conforn to my and all 15 SuLdelLes and Z apolOite
CIO for this error.
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Business Information Report
ftplEs

For: INCDuN -U ETn' INC_ .

H C IN 1UNS.- 17410-3093 lATIN
+N HW N S cttUo c 4h LY STMrTEI

sox 381383
DUNCANVILLE TX 7M35
419 POWNGNl OWE IR
MV: o F WO9i ( KSOT06 TX
0 TL:2VILLE4 7TEL: 214 79W-K130

HOUSE CoNs JTI ON
SIC

PAYINENTSSALES
U"N F
EWLOTS
UK STORY

FNACINGFINNcP.

3M
BA2

SEE 3EL

3
CLEM

SEgBE

RCEF EEmPAINvE: E M C NA ISON PRES-V P S CONLDTIOL 6GO

03110/93 on 0br' .1 13 Jo Nei11e offic M_.V_.r,. ste that l" thebl

Iso h epromsof soving to aepWesetS a serate cted A

supplier pt -re M, 751N. eplone tuber and vllm

address vl I It n- the sae

"M PCREDITT OAWIGn~mES IUE TEIMq W ,ay

10t 000 0- -0- N30 I o

01/93 (003 10 -0- O_- Ru 1rtrm I

*19 (O]Each eprence shown represents ai separite account, r t m m b_

supplifer. Updted trade experi ences replace those previous" 7

coo y otlm 0m.. W.4
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Builderplan to run
for District 24 seat
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DeSoto Republican already geari ng up to take on. Frost
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FEDERAL ELECTION COMMSSOgN
SAMNGTlOW DC JMM#

Apr11 4 1994

sinae U. nlber,, esquire
Wlsem, W11i, Nolberg & Mitchell
2214 00" Street
Doll"s, 12 75291-4324

33: MUU 3951

Dear Sr. Solberg:

This letter acknowledges receipt oa march 29, 1994, of your
complaint alleging possible violatioms of the Federal lection
Cigm Act of 1971, as mIded (Vthe Act"). 2%e respondent(s)
will be notified of this complaint within five days.

You will be notified as soon as the Federal Election
Comission takes final action on your complaint. Should you
receive any additional imformation In this matter, please
forward it to the Office of the General Counsel. Such
information mest be sworm to i the sme mer as the original
complaint. No hawe numbered this matter n 3951. Please refer
to this number in all future conicatin. For your
informtion, we hae attached a brief descciLptio of the
COmIsSioMs procedures for handling complaints.

Sincerely,

n"~CMt S - 1rG.o0.

Mary L. Taksar, Attorney
Central unforcement Docket

Enclosure
Procedutres



<I.

FEDERAL ELECTION COMMISSION
WASHNGION. DC At3

April 4, 1994

Richael C. Weill, Treasurer
ad Rarrison for Congress Committee
21S Bast Freeman, Suite 100
Duncanville, TZ 7516

RE: xR 3951

Dear fr. Neill:

The Federal Election Commission received a complaint which
indicates that the 3d Narrison for Congress Committee
(=Committee = ) and you, as treasurer, may have violated the
Federal ilection Campaign Act of 1971, as amended (6the Actm).
A copy of the complaint is enclosed. We have numbered this
matter MRU 3951. 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 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,
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 IS days, the Commission may take
further action based on the available information.

This matter will remain confidential in accordance with
2 U.S.C. 5 437g(a)(4)(3) and 5 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 name, address and telephone number of such
counsel, and authorizing such counsel to receive any
notifications and other communications from the Comission.



xidcal C. Neill, Treasurer
3d Marrison for Congress Comaittee
Va9e 2

If you have any questions, please contact Joan ncneory at
(202) 21-3400. for your information, we have enclosed a brief
description of the Commission's procedures for handling
complaints.

Sincerely,

Mary L. Taksar, Attorney
Central Enforcement Docket

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



FEDERAL ELECTION COMMISSION
WASHITOt OC. JSM3

April 4, 1994

Edward C. Harrison, President
R.C. Harrison Properties, Inc.
P.O. box 381383
Duncanville, TX 75138

RI: MUR 3951

Dear Mr. Harrison:

The Federal Election Commission received a complaint which
indicates that I.C. Harrison Properties, Inc. and you, as
President, msay have violated the Federal Election Campaign Act
of 1971, as amended ('the Acta). A copy of the complaint is
enclosed. We have numbered this matter MUn 3951. 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 E.C. Harrison
Properties, Inc. and you, as President, 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
letter. if no response is received within 15 days, the
Commission may take further action based on the available
information.

This matter will remain confidential in accordenc with
2 U.S.C. S 437g(a)(4)(8) 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 name, address and telephone number of such
counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



Udwrd C. larrison, President
B.C. Narrison Properties, Inc.

If you have any questions, please contact Joan Rcznery at
(202) 219-3400. For your information, we have enclosed a brief
description of the Comission's procedures for handling
complaints.

Sincerely,

Nary L. Taksar, Attorney
Central Enforcement Docket

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



FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20W

April 4, 1994

Edward Carl artison
C/o ad Harrison for Congress Committee
215 East Freeman, Suite 100
Duncanville, TZ 75116
PERSONAL AND CONFIDENTIAL

RE: HUR 3951

Dear Mr. Harrison:

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 MUM 3951.

DPlease 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

0 matter. Please submit any factual or legal materials which you
believe are relevant to the Comission'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 IS days of receipt of
this letter. if no response is received within 15 days, the
Commission may take further action based on the available

Dinformation.

This matter 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 name, address and telephone number of such
counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



Mvswid Carl garrison
page 2

If o have any questions, please contact Joan Nclnery at
(202) 219-3400. For your information, we have enclosed a brief
description of the Comission's procedures for handling
complaints.

Sincerely,

Mary L. Taksar, Attorney
Central Enforcement Docket

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statenent
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: 3bmv 0. Bsa i a

April 19, 1994

Federal Election Omslon

ai n, D.C.

Re: 3951

Deer no. Taksar,

infou I tu '~ 1 a B oauinpederal lection Cmisslou to provid
an a against my business. "is emplaint

was received an ApWLl 12 1994.

I requmst an extevoion to may 11, 1994 for a rvspone to this
cou1aint due to the e amount of time I have ben required
to dedicate to the caMpign. It is my desire to respond to the
complaints in the most professional and detailed mamner
possible.

Thankyou f yor coideration of my 3eqest. I await your

Sincearelu/

rd .i"



FEDERAL ELECTION COMMISSION
AASHINCTON 0C 204ft

APRIL 21, 1994

3d Harrison
3d Harrison for Congress
P.O. Box 381697
Duncanville, TX 75138

RE: MUR 3951

3d Harrison for Congress

Dear Mr. Harrison:

This is in response to your letter dated April 18, 1994,
requesting an extension until may 11, 1994 to respond to the
complaint filed in the above-noted matter. 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
May 11, 1994.

If you have any questions, please contact Joan Mclnery at

(202) 219-3690.

Sincerely,

Mary L. Taksar, Attorney
Central Enforcement Docket



FEDERAL ELECTION COMMISSION
WASHINCI TON. D C 20,63

APRIL 21, 199'

adward C. Harrison, President
N.C. Harrison Properties, Inc.
1314 Indian Creek
DeSoto, TX 7511S

RE: MUR 3951
B.C. Harrison Properties,
Inc. and Edward C. Harrison,
as President

Dear Mr. Harrison:

This is in response to your letter dated April 19, 1994,
requesting an extension until May 11, 1994 to respond to the
complaint filed in the above-noted matter. 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
Ray 11, 1994.

If you have any questions, please contact Joan Rc~nery at

(202) 219-3690.

Sincerely,

at . Tc.06,

Mary L. Taksar, Attorney
Central Enforcement Docket



P-O. Bot 331697 I TOWN 7313 & (214 24

Nay 11, 1994

Lawrence E. Noble, Esq.
Federal Election Comison
999 E. Street, N.W.
Washington, D.C. 20463 Ar3q/

Re: Answer On Behalf Of -
Ed Harrison for Congress Committee
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Dear Mr. Noble:

Enclosed please find the Answer On Behalf Of ad
Harrison for Congress Coittee which is being filed in
response to the formal C~laint against same. Such Answer
has been duly sworn to by Ed Harrison, the cnidate.

Sincerely,

Michael Neill
Treasurer

N: sp
Enclosure
cc: Ed Harrison
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Nay 11, 1994

Lawrence E. Noble, Esq.
Federal Election Commisslon
999 E. Street, M..
Washington, D.C. 20463

Re: Answer On Behalf Of
Ed Harrison for Congress Comittee

Dear Mr. Noble:

Enclosed please find the Answer On Behalf Of dHarrison for Congress Comittee which is being fiUA inresponse to the formal coqplaint against 8m. 8uch Anmr
has been duly sworn to by Rd Narmo, the presidmat.

ECH:sp
Enclosure

cc: Ed Harrison for Congress Campaign
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JANUARY 15, 1992
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GENERAL PROMISSORY NOTE

Principal amount: $50,000.00
Date: August 14, 1993
Due Date: August 14, 1994

For value received, the undersigned Edward C. Harrison (the
"Payor") promises to pay to the order of E. C. Harrison
Properties. Inc. (the "Payee"), at P. 0. Box 381383, Duncanville,
TX 75138 (or at such other place as the Payee may designate in
writing) the sum of $50,000.00 with 8% interest.

The unpaid principal shall be payable in full on August 14,
1994 (the "Due Date").

The Payor reserves the right to prepay this Note (in whole
or in part) prior the Due Date with no prepayment penalty.

No renewal or extension of this Note, delay in enforcing any
right of the Payee under this Note, or assignment by Payee of
this Note shall affect the liability of the Payor(s). All rights
of the Payee under this Note are cumulative and may be exercised
concurrently of consecutively at te Payee's option.

This Note shall be construed in iccordance with the laws of
the State of Texas.

If any one or more of the provisions of this Note are
determined to be unenforceable, in whole or in part, for any
reason, the remaining provisions shall remain fully operative.

All payments of principal and interest on this Note shall be
paid in the legal currency of the United States.

SIGNED this 14th day of August, 2993, at Duncanville, Dallas
County, Texas.

BY: .40
Edward C. Hri~



"IE: IU2152
03 SIC 14

ESs'
I BI61R60 OM - IETAIL CWP

Pt Fm ITINE: 4:33 Ft

PIT CMLE 73 LC. NMI= PMIETIES, ilL
MtMtM ONrOVUMmine W21 z

.. .EM NIS------ ------- I.S-----Oli EWE I ~ECI MT HOURS EAR UI S MOUNT STCNII

Oli! EDWARD C. NWi[SU IM CA pr. ., -.

SlICK TOTAL

quut. WI LIVVV. IV F LLH

FEK
- .------- ---------- -------
16.5 86.67 2900. 00

147.50 .00

300.50 153.00

I JF'10! W--



GENERAL PlIS8l ORYam

Principal amount: $50,000.00
Date: September 14, 1993
Due Date: September 14, 1994

For value received, the undersigned Ed Harrison for Conaress
(the "Payor") promises to pay to the order of Edward arrison
(the "Payee"), at 1314 Indian Creek, DeSoto, TX 75115 (or at such
other place as the Payee may designate in writing) the sum of
$50,000.00 with 8% interest.

The unpaid principal shall be payable in full on September
14, 1994 (the "Due Date").

The Payor reserves the right to prepay this Note (in whole
or in part) prior the Due Date with no prepayment penalty.

No renewal or extension of this Note, delay in enforcing any
right of the Payee under this Note, or assignment by Payee of
this Note shall affect the liability of the Payor(s). All rights
of the Payee under this Note are cumulative and may be exercised
concurrently of consecutively at the Payee's option.

This Note shall be construed in accordance with the laws of
the State of Texas.

If any one or more of the provisions of tixis Note are
determined to be unenforceable, in whole or in part, for any
reason, the remaining provisions shall remain fully operative.

All payments of principal and interest on this Note shall be
paid in the legal currency of the United States.

SIGNED this 14th day of September, 1993, at Duncanville,
Dallas County, Texas.

BY:
Mike Neill, Treasurer
Ed Harrison for Congress Campaign



FUtDS3AtL I3LUCTION COBtfNZO J -

999 3 street, W.V. I Wr
Washington* D.C. 20463

FIRST GEU3RAL COUNS3L' 310 8?l ......

RMUR 3951
DATE COMPLAINT FILED: March
DATE OF NOTIFICATION: April 4, 1 4
DATE ACTIVATED: August5, 1994
STAFF MEMBER: Andrea Low

COMPLAINANT: Kenneth H. Molberg

RESPONDENTS: Edward Carl Harrison
Ed Harrison for Congress Committee and
Paul Johnson, as treasurer
E. C. Harrison Properties, Inc.

RELEVANT STATUTES: 2 U.S.C. S 431(8)(A)(i)
2 U.S.C. S 432(e)(2)
2 U.S.C. S 434(a)(1)
2 U.S.C. S 434(b)(2)
2 U.S.C. S 441b(a)
11 C.F.R. 1 104.3(d)
11 C.F.R. 114.9(a)

INTERNAL REPORTS CHECKED: Disclosure Reports
Dun & Bradstreet

FEDERAL AGENCIES CHECKED: none

I. GENERATION OF RATTER

This matter arises from a complaint filed by Kenmeth a.

Molberg, identified by Respondents as Democratic Chairuss of

Dallas County. A response filed by Edward Harrison has bem

received on behalf of Edward Carl Harrison (the Ocandidate*),

Ed Harrison for Congress Committee and Paul Johnson, 
as treasurer 1

(the "Committee"), and E. C. Harrison Properties, Inc. (the

"corporation"). Mr. Harrison lost the 1994 general election with

47% of the vote to incumbent Martin Frost.

1. An amended Statement of Organization submitted in June 1994,
after the filing of the complaint and response changed the
treasurer from Michael Neill to Paul Johnson.



....

Complainant contends that the "(pjublic record information

strongly indicates that Kr. Harrison's corporation and

Mr. Harrison, acting on behalf of his corporation, arranged to

fund his campaign with corporate treasury funds" in violation of

the Federal Blection Campaign Act of 1971, as amended ("the ActO).

The complaint alleges that Mr. Harrison's corporation made large

personal loans to the candidate and paid the candidate a greatly

increased salary, in addition to commissions and bonuses, shortly

after Mr. Harrison filed his Statement of Candidacy in May 1993.

Complainant charges that the loan and salary increase "are nothing

more than a disguised corporate transfer to the Harrison

campaign." Next, the complaint alleges that the Harrison

Committee used the corporate post office box and telephone number

of E. C. Harrison Properties, Inc. for campaign purposes, and that

the Committee has not reimbursed the corporation for such use.

Finally, the complaint alleges that the Committee improperly

reported Mr. Harrison's loans and did not fully disclose the

source and conditions of the loans.

A. Corporate Loan

It is unlawful for any corporation to make a contribution in

connection with a federal election, or for any candidate or

political committee to knowingly accept any prohibited

contribution, or for any officer or director of any corporation to

consent to any prohibited contribution. 2 U.S.C. 5 441b(a). The

term "contribution" includes, inter alia, any loan or anything of

value made by any person for the purpose of influencing any

election for federal office. 2 U.S.C. S 431(8)(A)(i). Pursuant



to 2 u.s.C. 1 432(e)(2), any candidate who ree s . ttw.4
in connection with the campaign of such candidate for election

shall be considered as having received the loan as an agent of the

authorized comittee of such candidate.

The complaint alleges that under the guise of candidate

loans, Hr. Harrison's company actually was financing

Hr. Harrison's campaign. The candidate is alleged to have loaned

a total of $110,368 to the Committee, including two loans totaling

$56,590 on August 31, 1993, and another $50,000 loan on
September 14, 1993. The complaint further alleges that around the
same time, candidate Harrison took a large loan from his
corporation. This loan to the candidate from the corporation is

alleged to be in an amount between $15,000 and $50,000.

Respondents admit to the loans totaling $110,368.2 See
Attachment 1 at 2. Respondents also admit that the candidate

received a personal loan from the corporation for $50,000 on

August 14, 1993 and that the candidate executed loans. to the

Committee for $56,590 and $50,000 on August 31 and September 14,

1993, respectively.

Candidate Harrison states that "[ilt is my firm belief the
funds which I used to make the loan to the Committee were in fact

2. The Committee initially reported the aggregate year-to-date
"Loans made by.Candidate" on Line 13(a) for the 1993 Year-EndReport as $110,268. On the 1993 Year-End Report, covering theperiod July 1, 1993 through December 31, 1993, the Committeereported, among other loans from the candidate, a loan of $12,000on 8/3/93, a loan of $44,590 on 8/31/93, and a loan of $50,000 on9/14/93. An amended report filed April 5, 1994 adjusted theaggregate year-to-date figure to $110,090. The itemized ScheduleA of the amended report listed loans totaling $58,090 on 8/31/93and $50,000 on 9/14/93. These appear to be the loans cited in the
complaint.



my pormoml uams Me notes that bis actions Mg
with the corporate bylaws and that the loan transaction was
conducted in the normal business manner. Hoveyer, despite

candidate Earrisonts belief that his loans to the Comnittee

derived from his personal funds, the funds loaned by the
corporation to the candidate for use ultimately by the Committee
would not appear to be personal funds under the Act. Pursuant to
2 U.S.C. 5 432(e)(2), candidate Harrison must be considered an
agent of the Committee for any loan he received for use in the
campaign during the pendency of his candidacy. The $50,000 loan
in this instance was made from the corporation to the candidate

three months after Mr. Harrison filed a Statement of Candidacy,

and was then deposited in the campaign account shortly thereafter.

In a similar matter, MUR 3228, evidence showed that shortly
before the candidate wrote substantial personal checks to the
campaign committee, deposits for roughly the same amount had been

transferred into his personal checking account from the

candidate's corporation. See NUR 3228. It appeared by the
amounts of the transfers and their proximity in time that the

candidate followed a practice of making large loans to the

committee from his personal checking account, the original source
of which was the corporation. See id. In this case, especially

because of the proximity in time of the transfers, it similarly

appears that the corporation was loaning money to the Committee

through the candidate as agent for the Committee. Also in this
case, Mr. Harrison, as an officer and director of the corporation,

signed and executed a loan to himself as a candidate, violating



both the probibitioas against making and accepting corporate

contribution.
3

Therefore, this Office recommends that the Comission find

reason to believe that a. C. Harrison Properties, Inc.,

Rd Harrison, as a director and officer of the corporation, and the

Committee and its treasurer violated 2 U.S.C. I 441b(a).

a. Excossive Comensation

The complaint alleges that the corporation paid the

candidate $40,000 more in salary the year he filed as a candidate,

1993, than it paid his the previous year, 1992. Complainant

further notes that this occurred when the candidate was spending a

significant amount of time away from the business. The salary

increase, with the aforementioned loan, is alleged to be *nothing

more than a disguised corporate transfer to the Harrison

campaign."

The response claims that Complainant has misinterpreted the

candidate's financial disclosure statement and that the total

compensation package of salary, commissions, and bonus was merely

$9,1374 more in 1993 than 1992 because candidate Harrison was paid

salary in 1992 through Employment Staffing Services, Inc.

("ESSI"), an employee leasing firm, not by the corporation

directly. Mr. Harrison states that the employee leasing firm was

3. The Committee's reports show a repayment from the Committee
to the candidate of a $50,000 loan on 3/29/94. Mr. Harrison
states that "[p)rior to April 15, 1994, I issued a check to
Harrison [corporation) in the amount of $50,000 for the amount
owed personally by me." See Attachment 1 at 2.

4. The financial disclosure statement filed pursuant to the
Ethics in Government Act appears to show a $9,167 difference in
the compensation packages.



seI bemeum it Ml certain e1pleo. -low

corporation cmid sot obtain itself, such as group health

insurance and retirm t beme fits.

Mr. Harrison expliaim that in 1992, be was paid

approximately $SS,133 directly by the corporation on a bonus and

commission basis. Also in 1992, he was paid $46,000 In salary as

an employee of 931. Thus, his total compensation from the

corporation for 1992 was $101,133. During 1993, candidate

Harrison received $40,600 in salary from the corporation. (?be

employee leasing service was terminated after payment of salary of

$16,000 in 1993.) Combined with commission and bonus,

Mr. Harrison was paid $110,300 or $9,167 more in 1993 than in

1992, which he attributes to an increase in sales for 1993.

In light of Mr. Harrison's explanation of his compensation

package and the attribution of the $9,000 increase in pay to

increased sales, this Office recommends that the Commission find

no reason to believe that the Comittee, corporation, or candidate

violated any section of the Act by the corporation's compensation

of the candidate.

C. Use of Corporate Facilities

Complainant states that Mr. Harrison has not disclosed the

full extent of the Committee's use of corporate facilities, which

he alleges was not merely incidental. He alleges that the

Committee used 3. C. Harrison Properties, Inc.'s corporate address

and telephone number for campaign purposes, as reflected on its

brochures and notes that the Committee's reports do not disclose
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paye ts Lt reAt, poet office box fee, or tele00a

Under 11 C.r.a. I 114.9(a), stockholders and employees of
the corporation may make occasional, isolated, or ilcideatal use

of the facilities of a corporation for individual volmteer.

activity in connection with a federal election but must reimburse

the corporation to the extent that the overhead or operating costs
of the corporation are increased. Any such activity which does

not exceed one hour per week or four hours per month, regardless

of whether the activity is undertaken during or after normal

working hours, shall be considered as occasional, isolated, or

incidental use of the corporate facilities. 11 C.F.R.

5 l14.9(a)(iii).

Mr. Harrison, who is both a stockholder and employee of
E. C. Harrison Properties, Inc., acknowledges that he has *made

infrequent use of the facilities (i.e. telephone) on behalf of the

Committee' that Ohas not exceeded one hour per week.0 The

response also denies that the other employees ever performed

campaign services while at the corporate facility. Mr. Harrison

also acknowledges that he wrote a letter to the Clerk of the U.S.

House of Representatives, dated July 1, 1993, admitting that he

5. Another issue raised in a footnote in the complaint is thatMr. Harrison 'has also used precisely the same lettering for bothhis corporate billboards and signs and the bumper stickers for hiscampaign.* Complainant alleges that "[gliven the campaign's useof corporate facilities, this similarity raises the issue ofwhether Mr. Harrison may have received a reduced rate for printing
his campaign materials by using the corporation's design."
Complainant appears to imply that Mr. Harrison benefited fromquantity discounts or converting materials to use by the campaignor something similar. Respondents state that the Committee didnot use any corporate facility to produce the bumper stickers andthat the Committee paid the fair market value to develop and
produce the bumper stickers.



bad bees "bin th. corporate addres 006t *aegsm the
legal address for the Comeittee, and had placed the company's

mailing address and telephone number on brochures and letterheads.

See Attachment 2 at 1. In sum, candidate Narrison asserts that

"[tJhe listing of the telephone number and post office box did not

result in anything more than an incidental use of corporate

facilitiesO and that "Harrison (corporation) has been

reimbursed. "6  See Attachment 1 at 3.

Mr. Harrison included an amended For3 I in his July 1993

letter to the Clerk noting the Committee's new address. The

July 1993 letter was also printed on letterhead that listed a new

campaign telephone number. Furthermore, the Committee began

paying rent to *Buddy Rorahan' at 515 3. Cedar Ridge, Suite 9,

Duncanville, TX 75116 in July 1993, shortly after sending the

letter stating that it would no Ionger use the corporate address.

Thus, the Comittee changed its address approximately eight months

before the March 1994 primary and only used the corporate address

for two or three months during which Mr. Harrison claims there was

little campaign activity.

Nevertheless the use of the corporate address and phone

number consticutes a corporate contribution. The continuous use

of the corporation's post office box and telephone for a period of

two or three months by the Harrison Committee is net *incidental"

6. This Office's review of the Comittee's disbursements reveal
payment to Harrison Homes (trade style name of E. C. Harrison
Properties, Inc.) of $222.01 on 6/12/93 for 'printing* on the 1993
Rid-Year Report. There are no other disbursements to Harrison
Homes, E. C. Harrison Properties, Inc. or any other Harrison
business entity. It is unclear whether this payment is the
reimbursement to which Mr. Earrison refers.



under U .5. S 114.9)4iil). 5s oeffee w m
Cammisslem find ream to believe that Respondents violated

2 U.S.C. S 441b(a) as to the use of corporate facilities.

3. failure to 3M t 110 Lmeas

Pursuant to 2 U.S.C. S 434(a)(1), each treasurer of a

political coitte shall file reports of receipts and

disbursements. Zach report shall disclose for the reporting

period and calendar year, the total amount of all loans made by or

guaranteed by the candidate and all other loans. 2 U.s.C.

SJ 434(b)(2)(G) and 434(b)(2)(8). Each report shall disclose the

amount and nature of outstanding debts and obligations owed by or

to the reporting committee. 11 C.F.R. 5 104.3(d).

Complainant appears to allege three reporting violations

vhere loans made to candidate Harrison were not continuously

reported until repaid. Be alleges that at some point "the

Committee failed to include a Schedule C on its report to fully

disclose the source and conditions of the loans.a It Is also

alleged that "6the loan of $1,900 Er. Harrison made to the

Comeittee on June 4, 1993 was not continuously reported and does

not appear as outstanding or repaid on his Year-End Report."

Finally, Complainant alleges that in the report "covering the

period of January 1, 1994 through February 16, 1994, Er. Earrison

failed to continuously report the earlier loans to his campaign

totaling $110,386 or the loans of June 4, 1993, for $1,900."

The response replies that the Committee responded to a

letter from the Reports Analysis Division V'RADO) dated march 15,

1994 which dealt with the Committee's failure to include a

Schedule C. Respondents claim that the Comittee completed the
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to RAD's inquiries.

This Office's review of the disclosure reports and

communications with RAD reveals that the Committee indeed omitted

certain schedules when it filed its reports, but took corrective

action when contacted by RAD. First, on the 1993 Mid-Year Report,

the Comittee filed a Schedule C reporting one loan of $1,900 from

the candidate to the Committee dated 6/4/93. The Committee,

however, failed to report the $1,900 as a receipt on its

Schedule A. On April 5, 1994, the Committee filed an amended 1993

Rid-Year Report including a Schedule A. Thus, the Committee

appears to have corrected its omission on its 1993 Mid-Year

Report. Second, the loan of $1,900 that Mr. Harrison made to the

Committee, originally reported on the 1993 Mid-Year Report, did

not appear as outstanding or repaid on the Comittee's original

1993 Year-End Report. However, also on April 5, 1994, the

Committee filed an amended 1993 Year-End Report. This amended

report included the previously omitted Schedule C and included the

outstanding $1,900 loan. This amended year-end report also added

expenses paid by the candidate on behalf of the campaign Comittee

that were loans for which the candidate expected reimbursement.

These new items were reported as entries on Schedule A and

Schedule D. Thus, the Committee appears to have corrected both

its failure to file a Schedule C and its failure to continuously

report the $1,900 loan with its amended 1993 Year-End Report.

Finally, on April 5, 1994, the Committee amended its 1994

12-Day Pre-Primary Report to include its previously omitted

Schedule C and to correct previously improperly reported loans
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ft the cMmida ao D. This a e report lists the

total debts owed by the Comittee as $110,470. In fact, it

appears that since April 1994, the Committee has continuously

reported additional loans from the candidate to the Committee.

2hus, it appears that after submitting amended reports in

April 1994, the Committee continuously reported its loans from the

candidate.

In light of the foregoing, this Office recommends that the

Commission find reason to believe that Respondents violated

2 U.S.C. 5 434(b)(2).

III. DISCUSION OF CONCILIATION PROVISIONS AND CIVIL PUSALTY

This Office recomends that the Commission offer to enter

into conciliation with Respondents prior to a finding of probable

cause to believe.



IV. mucgOMMA M
1. Find reason to believe that Edvard Carl Harrison,

Rd Harrison for Congress Comittee and Paul Johnson, as treasurer,
and S. C. Harrison Properties, Inc. violated 2 U.S.C. S 441b(a).

2. Find reason to believe that ad Harrison for Congress
Comittee and Paul Johnson, as treasurer, violated 2 U.S.C.
S 434(b)(2).



ito-. SUat ion wi th adward carl b
Cast@ tee and Paul Johnson, 7,

a" C. rison Properties, Inc. prior to a finding of probable
cause to believe.

4. AJprove the attached factual and legal analyses,
proposed conciliation agreement, and appropriate letters.

Lawrence N. Noble
General Counsel

__ __ __ __ __ __ __ __BY:ows

Date . rner
Associa *General Counsel

Attachments
1. Response
2. Letter and Brochure
3. Factual and Legal Analyses (2)
4. Proposed Conciliation Agreements (2)



S
TO:

FROM:

DATE:

SUBJECT:

FEDERAL ELECTION COMMISSION
wNS#£1CTO% OC Vftl

LA ¢ K. INOBLZ
O2COINSRL

MARJORIE W. EIUROWS/LISA a. DAVIS/A..9
COMMI 58 ICO SECRETARY

MAY 8, 1995

KUR 3951 - FIRST GERAL COUBL'S REPORT
DATED KAY 2, 1995.

The above-captioned document was circulated to the

Commission on WEDNEDAY, MAY 3, 1995 at 11:00 a.m.

Objection(s) have been received from the

Commissioner(s) as indicated by the name(s) checked beloy:

Commissioner

Commisslonec

Commissioner

Commissioner

Commissioner

Commissioner

ALkens

Elliott

McDonald

McGarry

Potter

Thomas

This matter will be placed

for TUESDAY, NAY 16, 1995_

on the meeting agenda

Please notify us vho viii represent your Division before
the Commission on this matter.

xx=

2
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.n the matter of )
) 353 3951

adward carl marrisont
3d Uarris@ for Congress Comittee
and Paul Johnson, as treasurer )
3. C. Harrison Properties, Inc. )

CERTIFICATION

I, Marjorie W. Emons, recording secretary for the

Federal Election Commission executive session on June 6,

1995, do hereby certify that the Commission decided by

a vote of 5-0 to take the following actions in MUR 3951:

1. Find reason to believe that Edward
Carl Harrison, Ed Harrison for Congress
Committee and Paul Johnson, as treasurer,
and E. C. Harrison Properties, Inc.
violated 2 U.S.C. S 441b(a).

2. Find reason to believe that Ed Harrison
for Congress Comittee and Paul Johnson,
as treasurer, violated 2 U.S.C. S 434(b)(2).

3. Authorise the Office of General Counsel
to investigate the facts in this satter
along the lines discussed in the Commission
meting.

4. Approve the factual and legal analyses
attached to the General Counsel's May 2,
1995 report

(continued)



ae 2redersl glection Comission
Certification for MUst 3951
June 6. 1995

5. Send appropriate letters pursuant to
the above noted actions.

Commissioners Aikens, Ezlliott, McDonald, Potter,

and Thomas voted affirmatively for the decision;

Commissioner RcGarry was not present at the time of

the vote.

Attest:

Ucretary of the Comission
i• Ea e



FEDERAL ELECTION ('OMMISSI0N

AAWNTune D(, 11945

Edward Carl Barrison 
June 21, 1995

1314 Indian Creek
Desoto, Texas 75115

RE: MUR 3951
Edward Carl Harrison
Ed Harrison for Congress Committee and
Paul Johnson, as treasurer
E.C. Harrison Properties, Inc.

Dear Mr. Harrison:

On April 4, 1994, the Federal Election Commission
("Commissiono) notified you, the Ed Harrison for Congress
Committee (0Committee") and its treasurer, and E.C. Harrison

Properties, Inc., of a complaint alleging violations of certain

sections of the Federal Election Campaign Act of 1971, as amended

("the Act"). Copies of the complaint were forwarded at that time.

Upon further review of the allegations contained in the
complaint, the Commission, on June 6, 1995, found that there is

reason to believe that you, the Committee and Paul Johnson, as

treasurer, and E.C. Harrison Properties, Inc., violated 2 U.S.C.
5 441b(a), a provision of the Act. In addition, the Commission
found that there is reason to believe the Committee and Paul
Johnson, as treasurer, violated 2 U.S.C. S 434(b)(2). The Factual

and Legal Analyses, which formed a basis for the Commission's
findings, are attached for your information.

You may submit any factual or legal materials that you

believe are relevant to the Commission's consideration of this

matter. Statements should be submitted under oath. All responses

to the enclosed Interrogatories and Requests for Production of

Documents should be submitted to the General Counsel's Office

within 30 days of your receipt of this letter. Any additional
materials or statements you wish to submit should accompany the

response to the Interrogatories and discovery requests. In the

absence of additional information, the Commission may find

probable cause to believe that a violation has occurred and
proceed with conciliation.

You may consult with an attorney and have an attorney assist

you in the preparation of your responses to the Interrogatories

and Requests for Production of Documents. If you intend to be

NESTERDA TODAI XD TO)fRO%'
DEDOCATED TO KEEllG THE PL BUC INFORMED



tdvard Carl Harrison
Page 2

represented by counsel, please advise the Commission 
by completifng

the enclosed form stating the name, address, and 
telephone number

of such counsel, and authorizing such counsel to receive any

notification or other communications from the 
Commission.

If you are interested in pursuing pre-probable cause

conciliation, you should so request in writing. See 11 C.F.R.

5 111.18(d). Upon receipt of the request, the Off"i"ce 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 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 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.

This matter will remain confidential in accordance with

2 U.S.C. 55 437g(a)(4)(BJ and 437g(a)(12)(A) unless you notify the

commission in writing that you wish the matter to be made public.

If you have any questions, please contact Andrea Low, 
the

attorney assigned to this matter, at (202) 219-3400.

Sincerely,

Danny L. McDonald
Chai rman

Enclosures
Designation of Counsel Form
Interrogatories and Requests for Production of Documents 

(2)

Factual & Legal Analyses (2)
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)
In the Ratter of ) M 39S1

)

INY~CIM Am ~iS
FO lOUTION OF vocamill

TO: Edward Carl Harrison
1314 Indian Creek
Desoto, Texas 75115

In furtherance of its investigation in the above-captioned

matter, the Federal Election Commission hereby requests that you

submit answers in writing and under oath to the questions set

forth below within 30 days of your receipt of this request. In

addition, the Commission hereby requests that you produce the

documents specified below, in their entirety, for inspection and

copying at the Office of the General Counsel, Federal Election

Commission, Room 659, 999 Z Street, N.V., Washington, D.C. 20463,

on or before the same deadline, and continue to produce those

documents each day thereafter as may be necessary for counsel for

the Commission to complete their examination and reproduction of

those documents. Clear and legible copies or duplicates of the

documents which, where applicable, show both sides of the

documents may be submitted in lieu of the production of the

originals.

'j
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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,
documentary or other input, and those who assisted in drafting the
interrogatory response.

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.

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 specify in detail all the grounds on which it rests.

Unless otherwise indicated, the discovery request shall
refer to the time period from January 1, 1993 to present.

The following interrogatories and requests for production of
documents are continuing 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 during 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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For the purpose of these discovery requests, including the
instructions thereto, the terms listed below are defined as
follows:

"Yous shall mean Edvard Carl Harrison, the named respondent
in this action to whom these discovery requests are addressed,
including all 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, diagrams,
lists, computer print-outs, and all other writings and other data
compilations from which information can be obtained.

"ldentifyO 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
comprising the document.

"IdentifyO with respect to a person shall mean state the
full name, the most recent business and residence addresses and
the telephone nuabers, the present occupation or position of such
person, the nature of 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 process 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 request for the production of documents any
documents and materials which may otherwise be construed to be out
of their scope.
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1. List your assets and liabilities on August 14, 1993. Identify
all assets and liabilities deriving from ownership of sares
of E. C. Harrison Properties, Inc.

2. State whether you have ever sold your shares in 9. C. Earrison
Properties, Inc. If so, state how many shares of stock were
sold and the amount for which they were sold. State whether
you have ever used your shares as collateral. If so, state
how many shares of stock were used as collateral.

3. State whether you are or have been a party to any lawsuit. If
so, provide the caption to any such lawsuits, identify the
court in which the action was filed, and produce doc=wnts
reflecting the final disposition of the lawsuits.

4. State whether you have petitioned for bankruptcy. If so,
identify and produce documents that evidence your petition for
bankruptcy and proceedings related to it.
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TO: . C. Earrison Properties, Inc.
P. 0. ao 381383
Duncanville, Texas 75136

In furtherance of its investigation in the above-captioned

matter, the Federal Election Commission hereby requests that you

submit answers in writing and under oath to the questions set

forth below within 30 days of your receipt of this request. In

addition, the Commission hereby requests that you produce the

documents specified below, in their entirety, for inspection and

copying at the Office of the General Counsel, Federal Slection

CommissioM, om 659, 999 a Street, N.3., Waskingtos, D.C. 20463,

on or before the same deadline, and continue to produce those

docmets each day thereafter as may be necessary for counsel for

the Comission to complete their examination and reproduction of

those s. Clear and legible copies or duplicates of the

documents which, where applicable, show both sides of the

documents may be submitted in lieu of the production of the

originals.
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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
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.

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 specify in detail all the grounds on which it rests.

Unless otherwise indicated, the discovery-request shall
refer to the time period f rom January 1, 1993 to present.

The following interrogatories and requests for production of
documents are continuing 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 during 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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For the purpose of these discovery cequests, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean a. C. Harrison Properties, Inc., 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.

"Docunent" shall mean the origiral 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, diagrams,
lists, computer print-outs, and all other writings and other data
compilations from which information can be obtained.

'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
comprising the document. IT -

*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 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 process 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 request for the production of documents any
documents and materials which ay otherwise be construed to be out
of their scope.
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1. Produce the Articles of Incorporation and Bylaws of 3. C.
Harrison Properties, Inc.

2. State the total number of shares of stock issued to date by
R. C. Harrison Properties, Inc. Identify all shareholders of
E. C. Harrison Properties, Inc., past and present, and:

a. state the number of shares each shareholder held and or
holds;

b. state when the shares were acquired, and if applicable,
when the shares were relinquished:

c. state whether the shareholders were directors, officers,
or employees of E. C. Harrison Properties, Inc.

3. Identify all persons who are or have been officers, directors
and/or employees of E. C. Harrison Properties, Inc. For each
person identified, indicate the dates during which he or she
held any of these positions.

4. State whether E. C. Harrison Properties, Inc. is a
subchapter-S corporation pursuant to the Internal Revenue
Code. If so, state when the corporation elected this tax
status. Produce a copy of IRS Form 2553 and the IRS letter
granting the subchapter-S tax status.

5. With regard to the loan E. C. Harrison Properties, Inc. made
to Edward C. Harrison on August 14, 1993 in the amount of
$50,000:

a. List the assets and liabilities of E. C. Harrison
Properties, Inc. at the time the loan was made.

b. Describe the procedures used to effectuate the loan.

c. Identify all other loans made by E. C. Harrison
Properties. For each loan, identify the borrower and
explain the circumstances, terms, and purpose of the loan.

6. State whether K. C. Harrison Properties, Inc. has made any
distributions. Identify all persons who received
distributions and describe how and when the distributions were
made.

7. State whether E. C. Harrison Properties, Inc. is or has been a
party to any lawsuit. If so, provide the caption to any such
lawsuits, identify the court in which the action was filed,
and produce documents reflecting the final disposition of
them.
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rEDRUAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

MUR: 3951

RESPONDENTS: Edward Carl Harrison
z. C. Harrison Properties, Inc.

This matter was generated by a complaint filed with the

Federal Election Commission by Kenneth H. Molberg. See 2 U.S.C.

S 437g(a)(1).

Complainant contends that the "(plublic record information

strongly indicates that Mr. Harrison's corporation and

Mr. Harrison, acting on behalf of his corporation, arranged to

fund his campaign with corporate treasury funds" in violation of

the Federal Election Campaign Act of 1971, as amended (the "Act*).

The complaint alleges that Mr. Harrison's corporation, E. C.

Harrison Properties, Inc. (the "corporation"), made large personal

loans to Edward Harrison (the "candidate') shortly after Mr.

Harrison filed his Statement of Candidacy in May 1993. Next, the

complaint alleges that the Ed Harrison for Congress Committee (the

"Committee") used the corporate post office box and telephone

number of E. C. Harrison Properties, Inc. for campaign purposes,

and that the Committee has not reimbursed the corporation for such

use.

A. Corporate Loan

It is unlawful for any corporation to make a contribution in

connection with a federal election, or for any candidate or

political committee to knowingly accept any prohibited



contribution, or for any officer or director of any corporation to

consent to any prohibited contribution. 2 U.S.C. 5 441b(a). The

term "contribution" includes, inter alia, any loan or anything of

value made by any person for the purpose of influencing any

election for federal office. 2 U.S.C. 5 431(8)(A)(i). Pursuant

to 2 U.S.C. 5 432(e)(2), any candidate who receives a loan for use

in connection with the campaign of such candidate for election

shall be considered as having received the loan as an agent of the

authorized committee of such candidate.

The complaint alleges that under the guise of candidate

loans, Mr. Harrison's company actually was financing

Mr. Harrison's campaign. The candidate is alleged to have loaned

a total of $110,368 to the Committee, including two loans totaling

$56,590 on August 31, 1993, and another $50,000 loan on

September 14, 1993. The complaint further alleges that around the

same time, candidate Harrison took a large loan from his

corporation. This loan to the candidate from the corporation is

alleged to be in an amount between $15,000 and $50,000.

Respondents admit to the loans totaling $110,368.

Respondents also admit that the candidate received a personal loan

from the corporation for $50,000 on August 14, 1993 and that the

candidate executed loans to the Committee for $56,590 and $50,000

on August 31 and September 14, 1993, respectively.

Candidate Harrison states that "iut is my firm belief the

funds which I used to make the loan to the Committee were in fact

my personal funds." He notes that his actions were consistent

with the corporate bylaws and that the loan transaction was
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conducted in the normal business manner. However, despite

candidate Harrison's belief that his loans to the Committee

derived from his personal funds, the funds loaned by the

corporation to the candidate for use ultimately by the Committee

may not have been personal funds under the Act. Pursuant to

2 U.S.C. 5 432(e)(2), candidate Harrison must be considered an

agent of the Committee for any loan he received for use in the

campaign during the pendency of his candidacy. The $50,000 loan

in this instance was made from the corporation to the candidate

three months after Mr. Harrison filed a Statement of Candidacy,

and was then deposited in the campaign account shortly thereafter.

In a similar matter, MUR 3228, evidence showed that shortly

before the candidate wrote substantial personal checks to the

campaign committee, deposits for roughly the same amount had been

transferred into his personal checking account from the

candidate's corporation. See MUR 3228. It appeared by the

amounts of the transfers and their proximity in time that the

candidate followed a practice of making large loans to the

committee from his personal checking account, the original source

of which was the corporation. See id. In this case, especially

because of the proximity in time of the transfers, it similarly

appears that the corporation was loaning money to the Committee

through the candidate as agent for the Committee. Also in this

case, Mr. Harrison, as an officer and director of the corporation,

signed and executed a loan to himself as a candidate, which may

have violated both the prohibitions against making and accepting a



corporate contribution.1

Therefore, there is reason to believe that E. C. Harrison

Properties, Inc. and Edward Carl Harrison, as a director and

officer of the corporation# and as an agent of his campaign

violated 2 U.S.C. S 441b(a).

a. Use of Corporate Facilities

Complainant states that Mr. Harrison has not disclosed the

full extent of the Committee's use of corporate facilities, which

he alleges was not merely incidental. He alleges that the

Committee used E. C. Harrison Properties, Inc.'s corporate address

and telephone number for campaign purposes, as reflected on its

brochures and notes that the Committee's reports do not disclose

payments for rent, post office box fee, 
or telephone services.

2

Under 11 C.F.R. 5 114.9(a), stockholders and employees of

the corporation may make occasional, isolated, or incidental use

of the facilities of a corporation for individual volunteer

1. The Cosittee's reports show a repayment from the Committee

to the candidate of a $50,000 loan on 3/29/94. Mr. Harrison

states that "(pjrior to April 15, 1994, I issued a check to

Harrison icorporation] in the amount of $50,000 for the amount
owed personally by me."

2. Another issue raised in a footnote in the complaint is that

Mr. Harrison "has also used precisely the same lettering for both

his corporate billboards and signs and the bumper stickers for his

campaign.* Complainant alleges that "[gjiven the campaign's use

of corporate facilities, this similarity raises the issue of

whether Mr. Harrison may have received a reduced rate for printing

his campaign materials by using the corporation's design.0

Complainant appears to imply that Mr. Harrison benefited from

quantity discounts or converting materials to use by the campaign

or something similar. Respondents state that the Committee did

not use any corporate facility to produce the bumper stickers and

that the Committee paid the fair market value to develop and
produce the bumper stickers.
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activity i connection with a federal election but must reimburse

the corporation to the extent that the overhead or operating costs

of the corporation are increased. Any such activity which does

not exceed one hour per week or four hours per month, regardless

of whether the activity is undertaken during or after normal

working hours, shall be considered as occasional, isolated, or

incidental use of the corporate facilities. 11 C.F.R.

5 114.9(a)(iii).

Mr. Harrison, who is both a stockholder and employee of

E. C. Harrison Properties, Inc., acknowledges that he has "made

infrequent use of the facilities (i.e. telephone) on behalf of the

Committee" that "has not exceeded one hour per week." The

response also denies that the other employees ever performed

campaign services while at the corporate facility. Mr. Harrison

also acknowledges that he wrote a letter to the Clerk of the U.S.

House of Representatives, dated July 1, 1993, admitting that he

had been using the corporate address and telephone number as the

legal address for the Committee, and had placed the company's

mailing address and telephone number on brochures and letterheads.

In sum, candidate Harrison asserts that "[tihe listing of the

telephone number and post office box did not result in anything

more than an incidental use of corporate facilities" and that

"Harrison [corporation) has been reimbursed."

Mr. Harrison included an amended Form 1 in his July 1993

letter to the Clerk noting the Committee's new address. The

July 1993 letter was also printed on letterhead that listed a new

campaign telephone number. Furthermore, the Committee began



paying rent to *Buddy Morahan" at 515 N. Cedar Ridge, Suite 9,

Duncanville, TX 75116 in July 1993, shortly after sending the

letter stating that it would no longer use the corporate address.

Thus, the Committee changed its address approximately eight months

before the March 1994 primary and only used the corporate address

Harrison claims there was little campaign activity.

Nevertheless the use of the corporate address and phone

number constitutes a corporate contribution. The continuous use

of the corporation's post office box and telephone for a period

of two or three months by the Harrison Committee is not

"incidental* use for volunteer activity under 11 C.F.R.

5 114.9(a)(iii). Therefore, there is reason to believe that

Respondents violated 2 U.S.C. 5 441b(a) as to the use of

corporate facilities.



activity in comiection with a federal election but most reimburse

the corporation to the extent that the overhead or operating Costs

of the corporation are increased. Any such activity which does

not exceed one hour per week or four hours per month, regardlesz

of whether the activity is undertaken during or after normal

working hours, shall be considered as occasional, isolated, or

incidental use of the corporate facilities. 11 C.F.R.

5 114.9(a)(iii).

Mr. Harrison, who is both a stockholder and employee of

C. C. Harrison Properties, Inc., acknowledges that he has 'made

infrequent use of the facilities (i.e. telephone) on behalf of the

Committeew that "has not exceeded one hour per week.' The

response also denies that the other employees ever performed

campaign services while at the corporate facility. Mr. Harrison

also acknowledges that he wrote a letter to the Clerk of the U.S.

House of Representatives, dated July 1, 1993, admitting that he

had been using the corporate address and telephone number as the

legal address for the Committee, and had placed the company's

nailing address and telephone number on brochures and letterheads.

In sum, candidate Harrison asserts that '(tihe listing of the

telephone number and post office box did not result in anything

more than an incidental use of corporate facilities' and that

'Harrison (corporation) has been reimbursed."

Mr. Harrison included an amended Form 1 in his July 1993

letter to the Clerk noting the Committee's new address. The

July 1993 letter was also printed on letterhead that listed a new

campaign telephone number. Furthermore, the Committee began
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paying rent to *Buddy Morahan* at 515 N. Cedar Ridge, Suite 9,

Duncanville, TX 7S116 in July 1993, shortly after sending the

letter stating that it would no longer use the corporate address.

Thus, the Committee changed its address approximately eight months

before the March 1994 primary and only used the corporate address

for two or three months during which Mr. Harrison claims there 
was

little campaign activity.

Nevertheless the use of the corporate address and phone

number constitutes a corporate contribution. The continuous use

of the corporation's post office box and telephone for a period 
of

two or three months by the Harrison Committee is not wincidental"

use for volunteer activity under 11 C.F.R. 5 114.9(a)(iii).

Therefore, there is reason to believe that the Committee and its

treasurer violated 2 U.S.C. 5 441b(a) as to the use of corporate

facilities.

C. Failure to Report Campaign Loans

Pursuant to 2 U.S.C. 5 434(a)(1), each treasurer of a

political committee'shat1 file reports of receipts and

disbursements. Each report shall disclose for the reporting

period and calendar year, the total amount of all loans made by or

guaranteed by the candidate and all other loans. 2 U.S.C.

55 434(b)(2)(G) and 434(b)(2)(H). Each report shall disclose the

amount and nature of outstanding debts and obligations owed by or

to the reporting committee. 11 C.F.R. S 104.3(d).

Complainant appears to allege three reporting violations

where loans made to candidate Harrison were not continuously

reported until repaid. He alleges that at some point "the



Committee failed to include a Schedule C on its report to fully

disclose the source and conditions of the loans." It is also

alleged that "tbe loan of $M,00 Kr. Marrison made to the

Committee on June 4, 1993 was not continuously reported and does

not appear as outstanding or repaid on his Year-End Report.*

Finally, Complainant alleges that in the report *covering the

period of January 1, 1994 through February 16, 1994, Mr. Harrison

failed to continuously report the earlier loans to his campaign

totaling $110,386 or the loans of June 4, 1993, for $1,900.0

The response replies that the Committee responded to a

letter from the Reports Analysis Division (ORAD") dated March 15,

1994 which dealt with the Committee's failure to include a

Schedule C. Respondents claim that the Committee completed the

appropriate loan schedules and subsequently filed them in response

to RAD"s inquiries.

Review of the disclosure reports and communications with RAD

reveals that the Comittee indeed omitted certain schedules when

it fired 1ts reports, but took corrective action when contacted by

MAD. First, on the 1993 Mid-Year Report, the Committee filed a

Schedule C reporting one loan of $1,900 from the candidate to the

Committee dated 6/4/93. The Committee, however, failed to report

the $1,900 as a receipt on its Schedule A. On April 5, 1994, the

Committee filed an amended 1993 Mid-Year Report including a

Schedule A. Thus, the Committee appears to have corrected its

omission on its 1993 Mid-Year Report. Second, the loan of $1,900

that Mr. Harrison made to the Committee, originally reported on

the 1993 Mid-Year Report, did not appear as outstanding or repaid



on the Committee's original 1993 Year-End Report. However, also

on April 5, 1994, the Committee filed an amended 1993 Year-End

Report. This amended report included the previously omitted

Schedule C and included the outstanding $1,900 loan. This amended

year-end report also added expenses paid by the candidate on

behalf of the campaign Committee that were loans for which the

candidate expected reimbursement. These new items were reported

as entries on Schedule A and Schedule D. Thus, the Committee

appears to have corrected both its failure to file a Schedule C

and its failure to continuously report the $1,900 loan with its

amended 1993 Year-End Report.

Finally, on April 5, 1994, the Committee amended its 1994

12-Day Pre-Primary Report to include its previously omitted

Schedule C and to correct previously improperly reported loans

from the candidate on Schedule D. This amended report lists the

total debts owed by the Committee as $110,470. In fact, it

appears that since April 1994, the Committee has continuously

reported additional loans from the candidate to the Committee.

Thus, it appears that after submitting amended reports in

April 1994, the Committee continuously reported its loans from the

candidate.

In light of the foregoing, this Office recommends that the

Commission find reason to believe that the Ed Harrison for

Congress Committee and Paul Johnson, as treasurer, violated

2 U.S.C. 5 434(b)(2).



FEDUN L LCrION CNISS ION

FACTUAL AND LZGAL ANALYSIS

MUR: 3951

RESPOUDENTS: Ed Harrison for Congress Committee and
Paul Johnson, as treasurer

This matter was generated by a complaint filed with the

Federal Election Commission by Kenneth H. Molberg. See 2 U.S.C.

S 437g(a)(1).

Complainant contends that the =[plublic record information

strongly indicates that Mr. Harrison's corporation and

Mr. Harrison, acting on behalf of his corporation, arranged to

fund his campaign with corporate treasury funds" in violation of

the Federal Election Campaign Act of 1971, as amended (the nActO).

The complaint alleges that Mr. Harrison's corporation, E. C.

Harrison Properties, Inc. (the "corporation*), made large personal

loans to Edward Harrison (the "candidate*) shortly after Mr.

Harrison filed his Statement of Candidacy in May 1993. Next, the

complaint alleges that the Ed Harrison for Congress Committee (the

OCommitteeu) used the corporate post office box and telephone

number of E. C. Harrison Properties, Inc. for campaign purposes,

and that the Committee has not reimbursed the corporation for such

use. Finally, the complaint alleges that the Committee improperly

reported Mr. Harrison's loans and did not fully disclose the

source and conditions of the loans.

A. Corporate Loan

It is unlawful for any corporation to make a contribution in



-2-

connection with a federal election, or for any candidate or

political committee to knovingly accept any prohibited

contribution, or for any officer or director of any corporation to

consent to any prohibited contribution. 2 u.S.C. 5 441b(a). The

term "contribution" includes, inter alia, any loan or anything of

value made by any person for the purpose of influencing any

election for federal office. 2 U.S.C. 5 431(8)(A)(i). Pursuant

to 2 U.S.C. S 432(e)(2), any candidate who receives a loan for use

in connection with the campaign of such candidate for election

shall be considered as having received the loan as an agent of the

authorized committee of such candidate.

The complaint alleges that under the guise of candidate

loans, Mr. Harrison's company actually was financing

Mr. Harrison's campaign. The candidate is alleged to have loaned

a total of $110,368 to the Committee, including two loans totaling

$56,590 on August 31, 1993, and another $50,000 loan on

September 14, 1993. The complaint further alleges that around the

same time, candidate Harrison took a large loan from his

corporation. This loan to the candidate from the corporation is

alleged to be in an amount between $15,000 and $50,000.

Respondents admit to the loans totaling $110,368.

Respondents also admit that the candidate received a personal loan

from the corporation for $50,000 on August 14, 1993 and that the

candidate executed loans to the Committee for $56,590 and $50,000

on August 31 and September 14, 1993, respectively.

Candidate Harrison states that *[iut is my firm belief the

funds which I used to make the loan to the Committee were in fact



my personal funds. Ise notes that his actions were consistenit

with the corporate bylaws and that the loan transaction was

Conducted io the normal basiness manner. H"Over, despite

candidate Harrisonts belief that his loans to the Committee

derived from his personal funds, the funds loaned by the

corporation to the candidate for use ultimately by the Committee

may not have been personal funds under the Act. Pursuant to

2 U.S.C. 5 432(e)(2). candidate Harrison must be considered an

agent of the Committee for any loan he received for use in the

campaign during the pendency of his candidacy. The $50,000 loan

in this instance was made from the corporation to the candidate

three months after Mr. Harrison filed a Statement of Candidacy,

and vas then deposited in the campaign account shortly thereafter.

In a similar matter, MUR 3228, evidence showed that shortly

before the candidate wrote substantial personal checks to the

campaign committee, deposits for roughly the same amount had been

transferred into his personal checking account from the

candidate's corporation. See MIR 3228. It appeared by the

amounts of the transfers and their proximity in time that the

candidate followed a practice of making large loans to the

committee from his personal checking account, the original source

of which was the corporation. See id. in this case, especially

because of the proximity in time of the transfers, it similarly

appears that the corporation was loaning money to the Committee

through the candidate as agent for the Committee. Also in this

case, Mr. Harrison, as an officer and director of the corporation,

signed and executed a loan to himself as a candidate, which may



have violated both the prohibitions against making and accepting a

corporate contribution.1

Therefore, there is reason to believe that the Ed Harrison

for Congress Committee and Paul Johnson, as treasurer, violated

2 U.S.C. S 441b(a).

B. Use of Corporate Facilities

Complainant states that Mr. Harrison has not disclosed the

full extent of the Committee's use of corporate facilities, which

he alleges was not merely incidental. He alleges that the

Committee used E. C. Harrison Properties, Inc.'s corporate address

and telephone number for campaign purposes, as reflected on its

brochures and notes that the Committee's reports do not disclose

payments for rent, post office box fee, or telephone services.2

Under 11 C.F.R. 5 114.9(a), stockholders and employees of

the corporation may make occasional, isolated, or incidental use

of the facilities of a corporation for individual volunteer

1. The Committee's reports show a repayment from the Committee

to the candidate of a $50,000 loan on 3/29/94. Mr. Harrison
states that 0[p)rior to April 15, 1994, I issued a check to

Harrison (corporation) in the amount of $50,000 for the amount
owed personally by me.*

2. Another issue raised in a footnote in the complaint is that

Mr. Harrison *has also used precisely the same lettering for both

his corporate billboards and signs and the bumper stickers for his

campaign.* Complainant alleges that "[gjiven the campaign's use

of corporate facilities, this similarity raises the issue of
whether Mr. Harrison may have received a reduced rate for printing

his campaign materials by using the corporation's design.
Complainant appears to imply that Mr. Harrison benefited from
quantity discounts or converting materials to use by the campaign

or something similar. Respondents state that the Committee did
not use any corporate facility to produce the bumper stickers and

that the Committee paid the fair market value to develop and
produce the bumper stickers.



PATTON BOGGS. L.L.P.
2550 M STREET. N.W.

WASHINGTON. D.C. 20037-1350
(202) 457-6000

Fcsm".i: 25 4574315 WRITERS DIRECT DIAL

(202) 457-6405

July 17, 1995

C

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

Re: MUL 395

Dear Ms. Low:

Pursuant to our conversation concerning the above captioned matter, Respondents
respectfully request an extension in which to submit a response to the Commission's
reason-to-believe finding. Respondents will respond by July 26, 1995 to those portions of the
Commission's discovery request that will not be affected by MUR 3228.

Respondents' response was originally due on Wednesday, July 26th. But as we
discussed, the Commission's Factual and Legal Analysis relied substantially on the findings of
Matter Under Review 3228, which, as you know. has not yet been put on the public record.
Accordingly. we would request a 20-day extension from the date this matter is placed on the
public record.

Thank you for your attention.

BLG jmt
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The aboVe-named individual is heteby designated as my

counsel and is authorIk...to receive any notifications and other

communications fro the Commission and to act on my behalf

before the Cosmission.

S-gnatu --

E&Amrd Carl Haxzism*
Im Hir f=r C'Mgrs Qanitte aid
P=1 Jobumuw, asn t 'I r

RESPONDZNT'S NAXE: E. C. Haf fi jP, T ,

ADDRESS: P.00 B= 381fQ2

Invmb an,.

TlLZPUONt t IOt(__ ___)_

BUSINCIS( 214 296-1674
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RE: MUR 3951
Edward Carl Harrison
Ed Harrison for Congress Comittee
and Paul Johnson, as treasurer
E. C. Harrison Properties, Inc.
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if you have any questions, please cootact meat (3)
219-3400.

Sincerely,

Andrea Tuck Yung Low
Attorney
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BEFORE

THE FEDERAL ELECTION COMMISSION

IN THE MATTER OF

Edward Carl Harrison

3...

MUR 3951 C-'
U.,

RESPONSE OF RESPONDENT EDWARD CARL HARRISON
TO INTERROGATORIES AND REQUEST FOR PRODUCTION OF DOCUMENTS

Preliminary Statement

This is an initial response to the Federal Election Commission's Interrogatories and

Request for Production of Documents. As explained in the July 17. 1995 request for an

extension of time. Respondent cannot answer fully the Commission's discovery request or reason

to believe finding since the Factual and Legal Analysis relies heavily on a Matter Under Review

that has not yet been placed on the public record. MUR 3228 is central to the Commission's

findings in this matter and Respondent is unable to prepare a complete response absent review of

that document. Additional responses will be forthcoming after the placing of MUR 3228 on the

public record.

Respondent's submissions are made ,without waiving (I) the right to object to the FEC's

use of the produced information or documents, or to bring legal action to prevent such use. on

grounds of relevancy. materialit%. competency. privilege, effect of the statute of limitations, or

any other ground. (2) the right to make objections or bring legal action based on such grounds in

response to the remaining questions in the FEC's request. or to any further investigations or

inquiries kN the FEC. or (_3) the right to supplement this response.
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Subject to the foregoing paragraph, Respondent provides the following information and

submits the attached responsive documents requested to the extent that such information and

documents are currently within Respondent's knowledge, custody and control, and are not

privileged.

QUESTIONS AND CORRESPONDING REgSPONSES:

1. List your assets and liabilities on August 14, 1993. Identify all assets and liabilities
deriving from ownership of shares of E. C. Harrison Properties, Inc.

RESPQNSE: See detailed information attached.

2. State whether you have ever sold your shares in E. C. Harrison Properties, Inc. If
so, state how many shares of stock were sold and the amount for which they were
sold. State whether you have ever used your shares as collateral If so, state bow
many shares of stock were used as collateral.

RESPONSE: Harrison has maintained o%%nership of 5.000 shares of E. C. Harrison

Properties. Inc. since the inception of the corporation (then called Daystar Properties, Inc.) in

November 1983. The stock has never been used as collateral of any type.

3. State whether you are or have been a party to any lawsuit. If so, provide the captiuo
to any such lawsuits, identify the court in which the action was filed, and produce
documents reflecting the final disposition of the lawsuits.

RESPONSE: Mr. Harrison was named personally in one lawsuit. See response to item

7(b). Interrogatories to E. C. Harrison Properties. Inc.

4. State whether you have petitioned for bankruptcy. If so, identify and produce
documents that evidence your petition for bankruptcy and proceedings related to it.

RESPONSE: Edward Carl Harrison has never petitioned for bankruptcy.
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STATE OF TEXAS

The foregoing Response was sa~~e n wmto befi me
July, 1995, by Edward C. Harrison.

Notary Public

My Commission Expires:
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PATTON BOGGS. L.L.P.
2550 W STICT. N.W.

WASHINGTON. D.C. 20037-1350

(202) 457-6000

IVA.e.s 6= 4S7SM WIfiTIEWS DIRECT A',A

(202) 457-6405

August 8, 1995

V
40

Andrea Tuck Yung Low. Esquire
Office of the General Counsel
Federal Election Commisson

99 E Street. N.W.
Washington. D.C. 20463

Re: MUR 3951

Dear Ms. Low:

Please be advised that as of July 26, 1995 this firm withdrew as counsel to Respondent,
in the above captioned matter.

WOWesow
V
at
to
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)
IN THE MATTER OF )

)E. C. Harrison Properties, Inc.

)

MUR 3951

RESPONSE OF RESPONDENT E. C. HARRISON PROPERTIES, INC.
TO INTERROGATORIES AND REQUEST FOR PRODUCTION OF DOCUMENTS

Preliminary Statement

This is an initial response to the Federal Election Commission's Interrogatories and

Request for Production of Documents. As explained in the Jul% 17. 1995 request for an

extension of time. Respondent cannot answer fully the Commission's discovery request or reason

to believe finding since the Factual and Legal Analysis relies heavily on a Matter Under Review

that has not yet been placed on the public record. MUR 3228 is central to the Commission's

findings in this matter and Respondents are unable to prepare a complete response absent review

of that document. Additional responses \vil! be ,obthcoming aflier the placing of MUR 3228 on

the public record.

Respondent's submissions are made %%ithout w~aiing (1) the right to object to the FEC's

use of the produced information or documents. or to bring legal action to present such use, on

grounds of relevancy. materialitx. competenc%. pri\ ilege. effect of the statute of limitations, or

an\ other ground. (2) the right to make objections or bring legal action based on such grounds in

response to the remaining questions in the FEC's request. or to an% further investigations or

inquiries by the FEC. or (3) the right to supplement this response.
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Subject to the foregoi pu-ps Respodnts provide the following informatio and

submit the atacbed responsive dcnmts equested to the extent that such infmatio and

documents are cwrnly within d ' knowledge, cuntody aid control, and are not

privileged.

QUETIONS. AND CORROS5PONDING RE-SPONSFUS:

1. Produee the Articles of Incorporatiom and Bylaws of E. C. Haris Properties, Inc.

RESfPONSE: See Attachment A.

2. State the total number of shares of stock issued to date by E. C. Harrison Properties,
low. Identify ail shareholders of E. C. Harrison Properties inc., past and present,
and:

a. state the number of shares each s reholder held nd or holds;

b. state when the shares were acquired, and if applcable, when the shares were
relinquised;

C. state whether the share-old were directErs, officers, or employees of E. C.
Harrison Properties, Inc.

REPONSIL: Total number of shares issued: 5.000 to Edward C. Harrison and 5,000

which the corportion now holds as treasry stock. The initial stock was offered on

November 30. 1983. See Attachment B. 10.000 shares were issued - 5.000 to Edward C.

Harrison and 5.000 to Jerr G. Brooks. The corporation at that time was known as Daystar

Properties. Inc. The name was changed to E. C. Harrison Properties. Inc. in 1984. See

Attachment C.

a. Former shareholder Jerry G. Brooks held 5.000 shares from November 30.1983

to December 20. 1984. The 5.000 shares of Jerr% G Brooks were turned in to the corporation on
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December 20, 1984 and now constitute treasury stock. See Attachment D. Edward C. Harrison.

the only other person to have been issued stock, was issued 5,000 shares on November 30, 1983

and has continuously held that stock to the present.

b. Jerry G. Brooks acquired 5.000 shares on November 30, 1983 and relinquished

them on December 20, 1984. Edward C. Harrison acquired 5,000 shares on November 30, 1983

and still holds them today.

C. Jerry G. Brooks was a director and officer of Daystar Properties, Inc. from

November 30. 1983 through December 20, 1984. He was never an employee.

Edward C. Harrison was a director and officer of E. C. Harrison Properties, Inc. (formerly

Daystar Properties. Inc.) from November 30. 1983 to the present. He became an employee in

approximately 1986 and remains so currently. He is the only person employed by E. C. Harrison

Properties, Inc.

3. Identify all persons who are or have been officers, directors and/or employees of E.
C. Harrison Properties, Inc. For each person identified, indicate the dates during
which he or she held any of these positions.

RELSPONSE: On November 30. 1983. the following persons became officers:

Name PoitionErom -

Edward C. Harrison President November 30. 1983 Present

Jerry G. Brooks Vice President November 30, 1983 December 20, 1984

Trisha Harrison Secretary November 30. 1983 Present

Shirley Brooks Treasurer November 30W. 1983 December 20, 1984
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4. State wbther L C. Harrbon Pr pertais esc. i a 5 ber-S M "pan

pursuant t the Internal Revenue Code. If so, state when the corprathm elected
this tax status. Produce a copy of IRS Form 2553 and the IRS letter grat the
subchapter-S tax status.

RE SQNSE: E. C. Harrison Properties, Inc. is not a subchapter-S corporation.

7. State whether E. C. Harrison Properties, Inc. is or has been a party to any lawsuit.
If so, provide the caption to any such lawsuits, identify the court in which the action
was filed, and produce documents reflecting the final disposition of them.

RESPONSE: E. C. Harrison Properties. Inc. has been party to two lawsuits:

a. Max Long Ctal. vs. E. C. Harrison Properties, Inc.. August 16, 1991, settled on

October 20. 1992:

b. Clark and Linda Wilcox %. Kenneth and Laura Wages and Ed Harrison

Individually and D/B/A Harrison Homes. July 23. 1992.

The relevant documents are at Attachment E.

8. State whether F. C. Harrison Properties, Inc. has petitioned for bankruptcy. If so,
identify and produce documents that evidence E. C. Harrison Properties, Inc.'s
petition for bankruptcy and proceedings related to it.

RESPONSE- F- C. Harrison Properties. Inc. has never petitioned for bankruptcy.
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ARTICLES OF INCIOPOATION Klkt S3

OF ak A

DAYSTAR PROPERTIES, INICPORATED

The undersigned, a natural person of the age of eighteen (18) years or more,
who is a citizen of the State of Texas, acting as incorporator of a corporation
under the Texas Business Corporation Act, hereby adopts the following Articles of
Incorporation for such corporation:

ARTICLE ONE

The name of the corporation is Daystar Properties Inc.

ARTICLE TWO

The period of its duration is perpetual.

ARTICLE THREE

The purpose or purposes for which the corporation is organized are:

To engage in and transact any or all lamful business: provided,
however, that nothing stated above authorized the corporation to be
organized for or to transact any business in this state which is
prohibited by Article 2.018 of the Texas Business Corporation Act,
as now written or as hereinafter mnded.

To buy, sell and deal in personal property, real property, and
services subject to Part Four of the Texas Nicellaneous Corporation
Laws Act.

ARTICLE FOUR
'I

*The aggregate numer of shares which the corporation bas the
bauthority to issue is 100,000 shares of the par value of S.10 each. The shares
are designated Common stock and have identical rights amid privileges in every
respect.

ARTICLE FIVE

The corporation will not comence business until it has received for
the issuance of its shares consideration of the value of Om Thousand Dollars
(51,000.00), consisting of money, labor done, or property actually received.

ARTICLE SIX

Directors shall be elected by majority vote, cmmulative voting
shall not be permitted.

ARTICLE SEVEN

The street address of the initial registered office of the corp-
oration is 833 Arapaho Road East #202, Richardson, Texas and the name of Its
initial registered agent at such address is Gary P. Watrous.

ARTICLE EIGHT

The number of directors constituting the initial Board of Directors
are two (2), however, thereafter the Bylaws shall fix the number at not less than
one (1) nor more than nine (9). The name and address of the persons who are to
serve as directors until the first annual meeting of the shareholders, or until
his successors are elected and qualified are:



'U

Nam Address

Edear C. arrison 1020 Shere Lane
Irving, Texas 75060

Jerry 6. Brooks 1233 Marlyn
Irving, Texas 75061

The name and address of the incorporator is:

Name Address

Gary P. Watrous 833 Arapaho Road East, #202
Richardson, Texas 75061

ARTICLE NINE

No shareholder or other person shall have any preemptive right what-
soever.

ARTICLE TEN

The initial Bylaws shall be adopted by the Board of Directors. The
pow, to alter, mnd, or repeal the Bylaws or adopt new Bylaws, subject to repeal
or chage by action of the shareholders, shall be vested in the Board of
Directors. .

-ARTICLE ELEVEN

The corporation shall indemify any person Who is or was a director,
'Jefficer, agent or e)lsyee of the carporation, and any person who serves or
!4erve at the corporation's request as a director, officer, agent, iployse,
artmer'-or trustse of another corporation, partnership, joint venture, trust or

,other enterprise as follows:

(a) In case of a suit by or in the right of the corporation
against a person named hereinabove by reason of his holding a
position set forth above, the corpcration shall inmitfy such
person against exeses (including attorney's fees) actually and
reeuonely IMMre by him in connection with the defense of
settlint of sch action or suit if he acted in good faith and In a
Iner he reasonbly believed to be in or not opposed to the best
interest of the corporation, except that no indiification shall be
made Is respect of any claim, issue or matter as to which such person
shall have been finally adjudged to be laible for negligence or
misconduct In the performace of his duty or the corporation, unless
(ad only to the extent that) the court in which the suit was brought
shall deterinei, upon application, that, despite the adjudication
bet in view of all of the circumstances, such person is fairly and
reasomably entitled to Idmiity-for such expenses as the court
shall dean proper.

(b) In case of a tweatened, pending or completed suit, action or
proceeding (whether civil, criminal. administrative or Investigative), other
than a suit by or in the right of the corporation, together hereafter
referred to as a non-derivative suit, against a person named hereinabove by
reason of his holding a position set forth above, the corporation shall
lindmnify him against expenses (including attorney's fees), judgmnts, fines
and munts paid in settlement actually and reasonably incurred by him in
conection with the defense or settlement of such action, suit or proceeding
If he is suiccessful on the merits or otherwise or if he acted in good faith
i6 the trsaction lich Is the subject of the non-derivative suit to tie
6et Ioests V tM cgrWation and, with respect to any crNleel actmnr

Moia n I caus to believe his conaWt uns 0 O



termination of a non-cerivative s.it oy judgment, order, settlinent,
conviction, or upon a plea of nolo contendere or its equivalent, shall nwt,
of itself, create a presumption that t1e person did not act in good faith md
in a manner which he reasonably believed to be in or not opposed to the best
interests of the corporation, and, with respect to any criminal action or
proceeding, that he had reasonable cause to believe that his conduct was
unlawful.

(c) Indemnification provided under Paragraphs ta) and (b) above
sha I be made by the corporation (except as provided in Paragraph (a) hereof)
only upon a determination of the specific case that indemnification of the
director or officer is proper in the circumstances because he has met the
applicable standard of conduct set forth in Paragrapn (b) hereof. Such
determination shall be made (1) by the Board of Directors by a majority vote
of a quorum consisting of directors who were not parties to such action, suit
or proceeding, or (2) if such a quorum is not obtainable or, even if
obtainable, if a quorum of disinterested directors so directs, by independ-
ent legal counsel in a written opinion, or (3) by vote of the shareholders and
may be prorated so as to indemnify such person as to some matters but not
others.

(d) The corpcration may pay in advance any expenses (including
attorney's fees) which may become subject to indemnification hereunder if
(1) the Board of Directors authorizes the specific payment and (2) the person
receiving the payment undertakes in writing to repay jnless it is ultimately
determined that he is entitled to indenmification by the corporation under
this Article Eleven.

(e) The indemnification provided herein shall not !e exclusive of
any of the rights to which a person may be entitled by law, the Byiaws of the
corporation, agreement, vote of shareholders or disinterested directors, or
otherwise, shall continue as to a person who has ceased to hold such position
and shall inure to his heirs, executors and administrators.

(f) The corporation may purchase and maintain insurance on behalf of
any person who holds or who has held any position named hereinabove against
any liability asserted against him and incurred by him in any such position,
or rising out of his status as such, whether or not the corporation would have
power to indemnify him against such liability under the provisions of the
Article or otherwise.

IN WITNESS WHEREOF, i have hereunto set my hano, this 23rd day of Nlovember,
1983.

GarY P. WAtrbvs

SWORN TO on the _g day of 7F-Z4v , 19 jL. DY :he above
namsed incorporator.

bic a an for theSe

of Texas

My commission expires:
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W BYLAWS

OF

DAYSTAR PROPERTIES INC.

ARTICLE I.

OFFICES

Section 1. The principal office shall be located in the City of Irving,

County of Dallas, State of Texas.

Section 2. The corporation may also have offices at such other places

within or without the State of Texas as the Board of Directors may from time

to time determine, or as the business of the corporation may require.

ARTICLE 11.

MEETINGS OF SHAREHOLDERS

0 Section 1. Meetings of the shareholders shall be held at such place

within or without the State of Texas as shall be specified in the notice of

the meeting or in a waiver thereof.

Section 2. An annual meeting of shareholders, commencing in the year

1984, shall be held on December 15 in each year, unless such day is a legal

holiday, in which case such meeting shall be held at the specified time on

the first business day thereafter which is not a legal holiday. At such

meeting the shareholders entitled to vote thereat shall elect by a majority

vote a Board of Directors, and may transact such other business as may

properly be brought before the meeting.

Section 3. Special meetings of the shareholders may be called by the

Chairman of the Board of Directors, the President, the Board of Directors,
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W or the holders of not less than one-tenth (1/10th) of all shares entitled to

vote at the meeting.

Section 4. Written or printed notice stating the place, day and hour of

the meeting and, in case of a special meeting, the purpose or purposes for

which the meeting is called, shall be delivered not less than ten (10) nor

more than fifty (50) days before the date of the meeting, either personally

or by mail, by or at the direction of the President, the Secretary, or the

officer or person calling the meeting, to each shareholder of record entitled

to vote at such meeting. If mailed, such notice shall be deemed to be

delivered when deposited in the United States mail, addressed to the share-

holder at his address as it appears on the stock transfer books of the

- corporation, with postage thereon prepaid.

Section 5. Business transacted at any special meeting shall be confined

to the purposes stated in the notice thereof.

Section 6. The holders of a majority of the shares entitled to vote,

represented in person or by proxy, shall constitute a quorum at meetings of

shareholders except as otherwise provided in the Articles of Incorporation.

if, however, a quorum shall not be present or represented at any meeting of

the shareholders, the shareholders present in person, or represented by

proxy, shall have power to adjourn the meeting from time to time, without

notice other than announcement at the meeting, until a quorum shall be

present or represented. At such adjourned meeting at which a quorum shall

be present or represented, any business may be transacted which may have

been transacted at the meeting as originally notified.

Section 7. The vote of the holders of a majority of the shares entitled3

to vote and represented at a meeting at which a quorum is present shall be$
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the act of the shareholders' meeting, unless the vote of a greater number is

required by law or by the Articles of Incorporation.

Section 8. A shareholder may vote either in person or by proxy

executed in writing by the shareholder or by his duly authorized attorney-

In-fact. No proxy shall be valid after eleven (11) months from the date of

its execution, unless otherwise provided in the proxy. Each proxy shall be

revocable unless expressly provided therein to be irrevocable.

Section 9. The officer or agent having charge of the stock transfer

books shall make, at least ten (10) days before each meeting of share-

holders, a complete list of the shareholders entitled to vote at such meeting

or any adjournment thereof, arranged in alphabetical order, with the address

of and numb-er of shares held by each, which list, for a period of ten (10)

days prior to such meeting, shall be kept on file at the registered office of

the corporation, and shall be subject to inspection by any shareholder at

any time during usual business hours. Such list shall also be produced and

kept open at the time and place of the meeting, and shall be subject to the
inspection of any shareholder during the whole time of the meeting. The
original stock transfer books shall be prima facie evidence as to who are the

shareholders entitled to examine such list or transfer book or to vote at any

such meeting of shareholders.

Section 10. Any action required by the statutes to be taken at a

meeting of the shareholders, or any action which may be taken at a meeting

of the shareholders, may be taken without a meeting if a consent in writing,

setting forth the action so taken, shall be signed by all of the shareholders

entitled to vote with respect to the subject matter thereof.

BYLAWS - Page 3



ARTICLE Ill.

DIRECTORS

Section 1. The number of directors of the corporation shall be not less

than one (1) nor more than nine (9), as determined from time to time by the

shareholders of the corporation. The directors shall be elected at the

annual meeting of the shareholders, except as provided in Sections 2, 3 or 4

of this Article Ill, and each director elected shall hold office until his

successor is elected and qualified. Directors need not be residents of the

State of Texas or shareholders of the corporation. Any director may be

removed with or without cause by the affirmative vote of a majority of the

entire Board of Directors or by the affirmative vote of the holders of a

majority of the shares represented at any shareholders' meeting at which a

quorum is present; provided, that the proposed removal is stated in the

notice of the meeting.

Section 2. Any vacancy occurring in the Board of Directors may be

filled in accordance with Section 4 of this Article Ill or may be filled by the

affirmative vote of a majority of the remaining directors though less than a

quorum of the Board of Directors. A director elected to fill a vacancy shall

be elected for the unexpired term of his predecessor in office.

Section 3. A directorship to be filled by reason of an increase in the

number of directors may be filled in accordance with Section 4 of this Article

Ill or may be filled by the Board of Directors for a term of office continuing

only until the next election of one (1) or more directors by the

shareholders; provided, that the Board of Directors may not fill more than

two (2) such directorships during the period between any two (2) successive

annual meetings of the shareholders.
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Section 4. Any vacancy occurring in the Board of Directors or any

directorship to be filled by reason of an increase in the number of directores

may be filled by election at an annual or special meeting of sharehoiders,

called for that purpose.

Section 5. The business and affairs of the corporation shall be

managed by its Board of Directors which may exercise all such powers of the

corporation and do all such lawful acts and things as are not by statute or

by the Articles of Incorporation or by these Bylaws directed or required to

be exercised or done by the shareholders.

Section 6. Meetings of the Board of Directors, regular or special, may

be held either within or without the State of Texas.

Section 7. The first meeting of each newly elected Board of Directors

shall be held at such time and place as shall be fixed by the vote of the

shareholders at the annual meeting, and no notice of such meeting shall be

necessary to the newly elected directors in order legally to constitute the

meeting, providing a quorum shall be present. In the event of the failure

of the shareholders to fix the time and place of such first meeting of the
newly elected Board of Directors, or in the event such meeting is not held

at the time and place so fixed by the shareholders, the meeting may be hold

at such time and place as shall be specified in a notice given as hereinafter

provided for special meetings of the Board of Directors, or as shall be

specified in a written waiver signed by all of the directors.

Section 8. Regular meetings of the Board of Directors may be held

without notice at such time and at such place as shall from time to time be

determined by the Board.
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Section 9. Special meetings of the Board of Directors may be called by

the Chairman of the Board of Directors or the President,, and shall be called

by the Secretary on the written request of two directors. Written notice of

special meetings of the Board of Directors shall be given to each director at

least three days before the date of the meeting. Neither the business to be

transacted at, nor the purpose of, any regular or special meeting of the

Board of Directors need be specified in the notice or waiver of notice of

such meeting.

Section 10. A majority of the directors shall constitute a quorum for

the transaction of business, and the act of the majority of the directors

present at a meeting at which a quorum is present shall be the act of the

Board of Directors, unless a greater number is required by the Articles of

Incorporation or elsewhere in these Bylaws. If a quorum shall not be

present at any meeting of the Board of Directors, the directors present

thereat may adjourn the meeting frome time to time, without notice other than

announcement at the meeting, until a quorum shall be present.

Section 11. The Board of Directors, by resolution adopted by a

majority of the whole Board, may designate two or more directors to

constitute an executive committee and one or more other committees, each of

which, to the extent provided in such resolution, shall have and may

exercise all of the authority of the Board of Directors in the business and

affairs of the corporation except as otherwise provided by statute.

Vacancies in the membership of any such committee shall be filled by the

Board of Directors at a regular or special meeting of the Board of Directors.

The comnittees shall keep regular minutes of their proceedings and report

the same to the Board when required. The designation of such committee
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and the delegation thereto of authority shall not operate to relieve the Board

of Directors, or any member thereof, of any responsibility Impoeed upon It

or him by law.

Section 12. Any action required or permitted to be taken at a meeting

of the Board of Directors or any committee may be taken without a meeting if

a consent in writing, setting forth the action so taken, is signed by all the

members of the Board of Directors or committee, as the case may be.

ARTICLE IV.

NOTICES

Section 1. Notices to directors and shareholders shall be in writing,

shall specify the time and place of the meeting and shall be delivered

- personally or mailed to the directors or shareholders at their addresses

appearing on the books of the corporation. Notice by mail shall be deemed

to be given at the time when same shall be mailed. 'Notice to directors may

also be given by telegram.

Section 2. Whenever any notice is required to be given to any share-

holder or director under the provisions of the statutes or of the Articles of

Incorporation or of these Bylaws, a waiver thereof in writing, signed by the

person or persons entitled to such notice, whether before or after the time

stated therein, shall be equivalent to the giving of such notice.

Section 3. Attendance of a director at a meeting shall constitute a

waiver of notice of such meeting, except where a director attends a meeting

for the express purpose of objecting to the transaction of any business on

the ground that the meeting is not lawfully called or convened.
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ARTICLE V.

OFFICERS

Section 1. The officers of the corporation shall consist of a President,

one or more Vice Presidents, a Secretary and a Treasurer, and may include

a Chairman of the Board, each of whom shall be elected by the Board of

Directors. Any two or more offices may be held by the same person.

Section 2. The Board of Directors, at its first meeting after each

annual meeting of shareholders, shall choose a President, one or more Vice

Presidents, a Secretary and a Treasurer, none of whom need be a member of

the Board, and may appoint one of their number Chairman of the Board.

Section 3. Such other officers and assistant officers and agents as may

be deemed necessary may be elected or appointed by the Board of Directors.

Section 4. The salaries of all officers and agents of the corporation

shall be fixed by the Board of Directors.

Section 5. The officers of the corporation shall hold office until ther

successors are chosen and qualify. Any officer or agent or member of the

executive committee elected or appointed by the Board of Directors may be

removed by the Board of Directors whenever in its judgment the best

interests of the corporation will be served thereby, but such removal shall

be without prejudice to the contract rights, if any, of the person so

removed. Any vacancy occurring in any office of the corporation by death,

resignation, removal or otherwise shall be filled by the Board of Directors.

Chairman of the Board and President

Section 6. The Board of Directors may designate whether the Chairman

of the Board, if such an officer shall have been appointed, or the President,

shall be the chief executive officer of the corporation. In the absence of a
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Wcontrary designation, the President shall be the chief executive officer. The
chief executive officer shall preside at all meetings of the shareholders and

the Board of Directors, and shall have such other powers and duties s

usually pertain to such office or as may be delegated by the Board of

Directors. The President shall have such powers and duties as usually

pertain to such office, except as the same may be modified by the Board of

Directors. Unless the Board of Directors shall otherwise delegate such

duties, the President shall have general and active management of the

business of the corporation, and shall see that all orders and resolutions of

the Board of Directors are carried into effect.

Section 7. The President shall execute bonds, mortgages and other

contracts requiring a seal, under the seal of the corporation, except where

required or permitted by law to be otherwise signed and executed, and

except where the signing and execution thereof shall be expressly d

by the Board of Directors to some other officer or agent of the corporaon.

Vice President

Section 8. The Vice Presidents, in the order of their seniority, unless

otherwise determined by the Board of Directors, shall, in the absence or

disability of the President, perform the duties and exercise the powrs of

the President. They shall perform such other duties and have such other

powers as the Board of Directors shall prescribe.

Secretary

Section 9. The Secretary shall attend all meetings of the Board of

Directors and all meetings of the shareholders, and record all the proceed-

ings of the meetings of the corporation and of the Board of Directors in a

book to be kept for that purpose. He shall give, or cause to be given,0
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notice of all meetings of the shareholders and special meetings of the Board

of Directors, and shall perform such other duties as may be prescribed by

the Board of Directors, or President, under whose supervision he shall be.

He shall keep in safe custody the seal of the corporation, and, when

authorized by the Board of Directors, affix the same to any instrument

requiring it, and, when so affixed, it shall be attested by his signature or

by the signature of the Treasurer, an Assistant Secretary, or an Assistant

Treasurer.

Section 10. The Assistant Secretaries, in the order of their seniority,

unless otherwise determined by the Board of Directors, shall, in the absence

or disability of the Secretary, perform the duties and exercise the power of

the Secretary. They shall perform such other duties and have such other

powers as the Board of Directors may from, time to time prescribe.

Treasurer

Section 11. The Treasurer shall have the custody of the corporate

funds and securities, and shall keep full and accurate accounts of receipts

and disbursents in books belonging to the corporation, and shall deposit

all moneys and other valuable effects in the name and to the credit of the

corporation in such depositories as may be designated by the Board of

Directors.-

Section 12. The Treasurer shall disburse the funds of the corporation

as may be ordered by the Board of Directors, taking proper vouchers for

such disbursements, and shall render to the President and the Board of

Directors at its regular meetings, or when the Board of Directors so

requires, an accunt of all his transactions as Treasurer, and of the

financial condition of the corporation.

BYLAWS - Page 10



Section 13. If required by the Board of Directors, the Treasurer shall

give the corporatio a bond in such su aad with suc surety or sureties as

shall be satisfactory to the Board of Directm for the faithful performance of

the duties of his office and for the res6wa- to the co poat"Mn, in case of

his death, resignation, retirement or removal from office, of all books,

papers, vouchers, money and other property of whatever kind in his

possession or under his control belongng to the corporatn.

Section 14. The Assistant Treasurers, in the order of their seniority,

unless otherwise determined by the Board of Directors, shall, in the absence

or disability of the Treasurer, perform the duties and exercise the powers of

the Treasurer. They shall perform such other duties and have such other

powers as the Board of Directors may from time to time prescribe.

ARTICLE V1.

CERTIFICATE FOR SHARES

Section 1. The corpmoation shall ddiver certificaes representing all

shares to which shareholders are entitled; and such certificates shall bi

signed by the President or a Vice President, and the Secretary or an

Assistant Secretary of the corporation, and may be seaied with the seal of

the corporation or a facsimile thereof. No certificat shall be issued for any

share until the consideration therefor has been fufly paid. Each certificate

representing shares shall state upon the face thereof that the corporation is

organized under the laws of the State of Texas, the name of the person to

whom issued, the number and class and the designation of the series, if

any, which such certificate represents, and the par value of each share

represented by such certificate or a stateent that the shares are without

par value.

B

BYLAWS - Pug. 11

0



Section 2. The signatures of the President or Vice President, and the

Secretary or Assistant Secretary, upon a certificate may be facsimiles, if the

certificate is countersigned by a transfer agent, or registered by a

registrar, other than the corporation itself or an employee of the corpora-

tion. In case any officer who has signed or whose facsimile signature has

been placed upon such certificate shall have ceased to be such officer before

such certificate is issued, it may be issued by the corporation with the same

effect as if he were such officer at the date of the issuance.

Section 3. The Board of Directors may direct a new certificate or

certificates to be issued in place of any certificate or certificates theretofore

issued by the corporation alleged to have been lost or destroyed, upon the

making of an affidavit of the fact by the person claiming the certificate of

stock to be lost or destroyed. When authorizing such issue of a new

I. certificate or certificates, the Board of Directors may, in its discretion and

as a condition precedent to the issuance thereof, require the owner of such

lost or destroyed certificate or certificates, or his legal representative, to

advertise the same in such manner as it shall require and/or to give the

corporation a bond in such sum as it may direct as indemnity against any

claim that may be made against the corporation with respect to the certificate

alleged to have been lost or destroyed.

Section 4. Upon surrender to the corporation or the transfer agent of

the corporation of a certificate for shares duly endorsed or accompanied by

proper evidence of succession, assignment or authority to transfer, it shall

be the duty of the corporation to issue a new certificate to the person

entitled thereto, cancel the old certificate, and record the transaction upon

its books.
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Section 5. For the purpose of determining shareholders entitled to

notice of or to vote at any meeting of shareholders or any adjour nmn

thereof, or entited to receive payment of any dividend, or in order to maeke

a determination of shareholders for any other proper purpose, the Board of

Directors may provide that the stock transfer books shall be closed for &

stated period but not to exceed, in any case, fifty (50) days. If the stock

transfer books shall be closed for the purpose of determining shareholders

entitled to notice of or to vote at a meeting of shareholders, such books

shall be closed for at least ten (10) days immediately preceding such

meeting. In lieu of closing the stock transfer books, the Board of Directors

may fix in advance a date as the record date for any such determination of

shareholders, such date in any case to be not more than fifty (50) days,

and, in case of a meeting of shareholders, not less than ten (10) days,

prior to the date on which the particular action requiring such determination

of shareholders is to be taken. If the stock transfer books are not closed

and no record date is fixed for the determination of shareholders entitled to

notice of or to vote at a meeting of shareholders, or shareholders entitled to

receive payment of a dividend, the date on which notice of the meeting is

mailed or the date on which the resolution of the Board of Directors

declaring such dividend is adopted, as the case may be, shall be the recrd

date for such determination of shareholders. When a determination of share-

holders entitled to vote at any meeting of shareholders has been made as

provided in this Section, such determination shall apply to any adjournment

thereof, except where the determination has been made through the closing

of stock transfer books and the stated period of closing has expired.
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SSection 6. The corporation shall be entitled to recognize the exclusive

rights of a perso regisred on its books as the owner of shares to receive

dividenIls, and t vote as such owner, and shall not be bound to recognize

aY e--.table or other claim to or interest in such share or shares on the

part of any other person, whether or not it shall have express or other

notice thereof, except as otherwise provided by the laws of the State of

Texas.

ARTICLE VII.

GENERAL PROVISIONS

Section 1. The Board of Directors may declare and the corporation may

pay dividends on its outstanding shares in cash, property, or its own

shares pursuant to law and subject to the provisions of its Articles of

1 ncorporation.

Section 2. The Board of Directors may by resolution create a reserve

or reserves out of earned surplus for any purpose or purposes not prohibit-

ed by law, and my abolish any such reserve in the same manner.

Section 3. The Board of Directors must, when requested by the

holders of at least one-third (1/3) of the outstanding shares of the

corporation, present written reports of the situation and amount of business

of the cooraio.

Section 4. All checks or demands for money and notes of the

corporation shall be signed by such officer or officers or such other person

or persons as the Board of Directors may from time to time designate.

Section 5. The fiscal year of the corporation shall be fixed by

resolution of the Board of Directors.

0
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qW Section 6. The corporate seal shall have inscribed thereon the name of

the corporation and may be in such form as the Board of Directors yW

determine, and may be used by causing it or a facsimile thereof to be

impressed or affixed or in any other manner reproduced.

ARTICLE VIII.

INDEMNIFICATION OF OFFICERS AND DIRECTORS

The corporation shall indemnify directors, officers, employees and

agents of the corporation and purchase and maintain liability insurance for

those persons as, and to the extent, permitted by the Texas Business

Corporation Act.

ARTICLE IX.

AMENDMENTS

The power to alter, amend or repeal the Bylaws of the corporation or

adopt new Bylaws, subject to repeal or change by action of a nujority of the

shareholders at any annual or special meeting at which a quorum is present,

shall be vested in the Board of Directors.

I certify that the foregoing is a true and correct copy of the Bylas of
DAYSTAR PROPERTIES INC., adopted by the directors of said corporation
as of the 30th day of November, 1983.

Trisha Harrison, Secretary
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SECRETAR Y OF STATE
The undersigned, as Secretary of State of the State of Texas, HEREBY

CERTIFIES that the attached is a true and correct copy of the followiag described
instruments on file in this Office:

E. C. HARRISON PROPERTIES, INC.
(FORMERLY: DAYSTAR PROPERTIES INC.)

Articles of Incorporation November 30, 1983

IN TESTIMONY WHERE OF. I "m hcrewo
sign" my naw qpd.U md Cana P be m.

- em Ate S e 4 am my in
the Ciy WAssak A&i

V I
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CERTIFICATE OF AMENDMENT

FOR

E. C. HARRISON PROPERTIES, INC.
FORMERLY

DAYSTAR PROPERTIES INC.
CHARTER NUM8ER 681461

THE UNDERSIGNED, AS SECRETARY OF STATE OF THE STATE OF TEXAS,
HEREBY CERTIFIES THAT ARTICLES JF AMENDMENT, DULY SIGNED AND
VERIFIED, HAVE BEEN RECEIVED IN THIS OFFICE AND ARE FOUND TO
CONFORM TO LAW.

ACCORDINGLY THE UNDERSIGNED, AS SUCH SECRETARY OF STATE, AND
BY VIRTUZ OF THE AUTHORITY VESTED IN THE SECRETARY BY LAW, ISSUES
THIS CERTIFICATE AND ATTACHES HERETO A COPY OF THE ARTICLES OF
AMENDMENT.

DATED DEC, 28 1984

I/
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DEC. ZS. I94

SUZANNE S sADE
ZOO ONE MAIN PLACE
DALLAS ,TX

RE: E. C. HARRISON PROPERTIES. Inca
FORRERLY: DAYSTAR PROPERTIES INC.
CHARTER NUMBER8 681461-0.

IT HAS BEEN OUR PLEASURE TO APPROVE AND-PLACE ON RECORD
OF AMENDNEkT. THE APPROPRIATE EVIDENCE ISATTACKED FOR
AND THE ORIGINAL HAS BEEN FILED IN THIS OFFICE.

PAYMENT OF THE FILING FEE IS ACKNOLEOGEI

IF WE CAN BE OF FURTHER SERVICE AT ANY

YOUR ARTICLES
YOUR FILES9

B YW THIS LETTER.

PEV PLEASE LET US KNOW.

-t

* X! TRULY YOURSi

- *14

7-



ARTICLES OF M lu~ Ih.OWP -"BY THE SHAREHOLDERS Secrti8W4

TO THE
ARTICLES or INCO*PORATIONor (Ic let

DAYSTAR PROPERTIES INC.

Pursuant to the provisions of Article 4.04 of the Texas

Business Corporation Act, the undersigned corporation adopts

the following Articles of Amendment to its Articles of

Incorporation which change the name of the corporation.

ARTICLE I

The name of the corporation is DAYSTAR PROPERTIES INC.

ARTICLE II

The following amendment to the Articles of Incorpora-

tion was adopted by the shareholders of the corporation on

December X) , 1984.

Article One of the Articles of Incorporation is hereby

amended so as to provide in its entirety as follows:

"ARTICLE ONE

The name of the corporation is E. C. Harrison Properties,

Inc."

ARTICLE III

The number of shares of Common Stock of the corporation

outstanding and entitled to vote at the time of such adoption

was 5,000 shares.



ARTICLE IV

Me holders of all of the shares outstanding and entitted

to vote on said mednt voted for the mm ant.

DAM this day of December 1984.

DAYSTAR PROPERTIES INC.

President

BytO4 I zalu
Trisha Harrison, Secretary

THE STATE OF TEXAS

COUNTY OF DALLAS I

au 14 d , a Notary Public, do
hereby certify Atat on this day of December, 1984
personally appeared before me EMOD C. HARRISOM, Vho declared
that he is the President of the corporation execut4- tih
foregoing doc t, and being first daly vorn,, - le_ p
that he sigmd the foregoing doc-int in the capacty therein
set forth and declared that the stateme-ts therein con-taimd aretrue.

IN WITleSS 1K-MUZF, I have hereunto set
office, this the 9o day of December, 1984.

(Seal)

my hand and seal of

State of ?*=a

- My Comission Expires:

(print n"6b

at, d'4 C4
Notary Publec,

Edward C. Harrtion,

of 1Notary ere



UNANIMOUS CONSENT OF THE SOLE DIRECTOR
OF

DAYSTAR PROPERTIES INC.
CONTITUTIW ANNUAL METI

The undersigned, being the sole director of Daystar

Properties Inc., a Texas corporation (the "Corporationw),

acting pursuant to the provisions of Article 9.10 of the Texas

Business Corporation Act, hereby gives written consent to the

adoption of, and does hereby adopt, the following resolutions,

which resolutions shall be deemed to have been approved and

adopted to the same extent and to have the same force and effect

as if adopted at a formal meeting of the directors of said

Corporation duly called and held for the purpose of electing

officers of the Corporation and transacting the other business

of said Corporation's annual meeting of directors:

RESOLVED, that the following persons be, and
they hereby are, elected to the office or offices set
forth below opposite their respective names, each
such person to serve until the first meeting of the
Board of Directors of the Corporation following the
next annual meeting of shareholders, or until his or
her successor is elected and qualified, or unt1l his
or her earlier death, resignation, retirement,
disqalification, or removal from office:

NAME OFFICE(S)

Edward C. Harrison President, Vice President
and Treasurer

Tri sha Harrison Secretary

FURTHER RESOLVED, that all acts or actions on
or after November 30, 1983, taken on behalf of the
Corporation by the officers of the Corporation be,
and the same hereby are, ratified, confirmed and
approved in all respects as the acts of this
Corporation.



FURTHER RESOLVED, that it is recognized and
acknowledged that, on, December 1, 1984, Jerry G.
Brooks tendered to the Corporation 5,000 shares of
the $.-01 par value Common Stock of this Corporation,
which shares shall constitute treasury stock of this
Corporation.

FURTHER RESOLVED, that the resignation of Jerry
G. Brooks as an officer and director of thxis
Corporation, effective December 1, 1984, is hereby
confirmed and approved.

FURTHER RESOLVED, that an amendment to the
Articles of Incorporation of this Corporation to
change its name from Daystar Properties Inc.- to E. C.
Harrison Pr-operties, Inc. is hereby authorized and
approved.

FURTHER RESOLVED, .-!,at Upon receiving the
requisite consent of the sole shareholder to the
corporate name change, the President and Secretary
of this Corporation are hereby authorized, empowered
and directed to execute and deliver to the Secretary
of State of Texas Articles of Amendment to the
Articles of Incorporation of this Corporation so as
to effectuate such name change.

DATED as of the 20th day of December, 1984.

Edward C. Harrison, Sole Director
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UNANIMOUS CONSENT OF THE SOLE SHAREHOLDER
OF

DAT AR PROF=9IES INC.
CONTITUTING ANUVAL MEETING

The undersigned, being the holder of all shares of Daystar

Properties Inc., a Texas corporation (the "Corporation),

entitled to vote at all meetings of shareholders of the

Corporation, acti.-g pursuant to the provisions of Article 9.10

of the Texas Business Corporation Act, hereby gives written

consent to the adoption of, and does hereby adopt, the

following resolutions, which resolutions shall be deemed to

have been approved and adopted to the same extent and to have

the same force and effect as if adopted at a formal meeting of

the shareholders of the Corporation duly called and held for

the purpose of electing directors of the Corporation and

transacting the other business of said Corporation's "annual

meeting of shareholders:

RESOLVED, that Edward C. Harrison be, and he
hareby is, elected as the sole director of this
Corporation, to serve in such capacity until the
next a -- ,a1 -etin of shAreholders or until his
successor shall have been elected and qualified.

FUrTR RESOLVED, that all proceedings of the
Board of Directors on or after November 30, 1983, and
all acts or actions taken on behalf of this
Corporation by members of the Board of Directors or
by officers of this Corporation, be, and the same
hereby are, ratified, confirmed and approved in all
respects.

EURMR RESOLVED, that an amendment to the
Articles of Incorporation of this Corporation to



cange its name from Daystar Properties Inc. to X. C.Barrison Propertles, Inc. -is hereb7 mtborjsg and

DAMM as of the 20th day of Dec ber 194.

Zdward C. Harrtsmm° Sole -
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Fot NO. 35-3-CITATION

TH, STATE OF TEXAS

I. C. NAU IInOI PIOPTIZ3, INC.
DY SoIN ISIIIUT or 3.C. ANRISCO ?)Oi)TIUI, Ioc.
406 HYDE PAUl
DUCANVILLi, TEXAS

You have been sued. You may employ an attorney. It you or your aoorney do not file a was

ewser with the clerk who issued this citation by 10:00 a.m. fo11ll owgth

ur*PWatlon of twenty days after you wen served ts citation id
i Am agnst you.Your answer shoul d be addresed to the clerk of 2.1Jj Judical

Drict C", at the Dallas County Government Center, Dallas, Toa 732M.
k .d P aintiff bein O.

Ma LONG, 3?ZI

Mled In sai Court on the ILSTN - -- day of AUGUST ' 19 91
L. C. NRISOM PIOPETI3s. INC.

Pr suit, said suit being numbe 91-5358-J

Is as follows:

SUIT ON CONTrACT, KTC .......

.te mre of which demand

& . on aid petition a copy of wih accompmis this cito.

I i tation is not served, it shall be retuwd uneuecud

WIN13 : BILL LONG. Clerk of the District Cours of Dallas, COvaty Texas.

(Now under my name and theg., S f said Court at office this To 16,3

- AMm si 91

PCT 6

CITATION,.

No. 91433-3

MAX LOn ?1 M....

3. C. u3RUl -- hI= *

1613.

ThIisndy a(i n.

auks Dsb COWI
aea CouA. TOW.

By AVUA 31 0b

BLVD I ut 49 W

214/5O-OOS

day of

"ME0 -

"P
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I=X LONG, et ux SINI THE DISTRICT COURT 0

V. DALA c~l.i A 8:
1. C. HARRSO PROPTM S, IC. S JUDICIAL DISTRICT

PLEINTIFF' S FIRST AMENDED PETITION - S
.-CuPUTY

TO THE HO11ABLE JUDGE OF SAID COURT:

COKES NON, MAX IM and his wife TRINA LONG, hereinafter

called Plaintiffs, comlaining of E. C. HARRISON PROPERTIES, INC.,

d/b/a CUSTOK ONE HARRISN HONES, and for cause of action, would

respectfully show the court as follows:

I.

Plaintiffs are residents of Dallas County, Texas. Defendant

is a Texas corporation whose principal place of business is in

Dallas County, Texas and whose resident agent for service is Gary

Matrous, 833 Arapaho Road, Suite 202, Richardson. Service of

citation could not be served on this individual as he is not the

resident tennant of said suite. Therefore, Plaintiffs would

request that citation be re-issued and served upon H.C.Harrison

President of E.C. Harrison Properties, Inc. at 406 Hyde Park,

Duncanville, Texas where citation and a copy of this petition may

be served.

II.

Heretofore on or about the 31st day of May, 1989, Plaintiffs

entered into a Purchase Construction .gemnt with Defendant, a

copy of which is attached hereto marked Exhibit A, which agreemnt



qI.

is Lncorporated into thi pleading by this reference as f st

forth herein in its entirety. This agreement called for Defendant

to construct for Plaintiffs, a hom located at 2417 Cameron Cot,#

Irving, Dallas County, Texas for the sum of ONE HUNDRED EIGTI3N

THOUSAND AND NO/100 DOLLARS ($118,000.00). Defendant completed the

construction and Plaintiffs subsequently moved into the subject

residence.
III.

Shortly after Plaintiffs moved into the subject residence,

they became aware that the roof thereof was "ridging" and exposing

the joints of the decking. This "ridging" was caused by, among

other things, the application of shingles upon docking which was

wet, the failure to properly space decking materials utilized and

the failure of Defendant to properly ventilate said decking. The
CO'

roof not only is aesthetically offensive, but is structurally

unsound and although requested to do so, Defendant has wholly

failed to rmdy the ridgLng" problem with the subject residence.

IV.

Defendant, in the construction of said residence was negligent

in the application of the roof, and such negligence has proximately

caused Plaintiffs damage.

V.

Without waiving the their foregoing pleading, Plaintiffs would

alternatively show the court that Defendant expressly warranted the

subject residence as set forth in Exhibit B, which exhibit is

incorporated herein by this reference as if set forth in its

entirety herein. That by virtue of the foregoing, Defendant has



behe this naz aty and that Plaihtiff have bern

damaged in excess of the minimum jurisdictional limits of this

VI.

Without waiving their foregoing pleading, Plaintiffs would

alternatively show the court that Defendant breached his contract

with Plaintiff's by failing to build subject hom according to

approved construction blueprints and specifications, to Plaintiffs

damage.

VII.

Without waiving their foregoing pleadings, Plaintiffs would

alternatively show the court that Defendant warranted the subject

residence as being suitable for humman habitation and that sam had

been constructed in a good and workmanlike manner. Defendant has

breached this implied warranty, to Plaintiffs damage.

VIII.

By virt of the foregoing, Plaintiffs have been damaged,

asure of which is the cost to repair or bring into compliance

with the various warranties, the roof, an amunt which is in excess

of the min' mm Jurisdictional limits of this court, for which

Plaintiffs now sue.

IX.

As a result of the foregoing allegations, it has becom

necessary for Plaintiffs to retain the services of the undersigned

licensed attorney in the State of Texas and obligate themselves to

pay a reasonable and necessary fee for such representation in thi

matter, to their additional damage.



d.

wMnRz pMUm Cinn , Plaintiffs pray that Defendant

be cited to appear and answer, and that on fLnal hearing,

Plaintiffs have judgnt against Defendant fort

1. Their damages in a principal amount in excess of the minimM

jurisdictional limits of this court and interest thereon at the

maxinm amount allowed by law from ** until the date of judgment.

2. Attorney's fees as proven before this honorable court, plus

interest thereon at the maximum amount allowed by law from the date

of Judgment until paid.

3. Interest on judgment at the maximum amount allowd by law from

the date of Judgment until paid.

4. All costs of court.

5. Such other and further relief to which Plaintiffs show

themselves entitled, at law or in equity.

Respectfully subuitted,

aBG05, DrM0n, logo0Inn" aaxaJoi

t-ate ,e r 02046500

5525 N. McAthur Blvd., Suite 160
lrving, Texas 75033
Phones (214) 560-0808
Facsimilo (214) 550-7392

ATTORNEY FOR PLAINTIFFS
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DATE: 02127132
USER: RIC T4

ESSI
CtiC RESISTER 1075 - DETAIL RECAP

P13210 PAGE: I
TINE: 4:33 P

PAY CYCLE 75 E.C. NHMtIRI PUMPITIES, INC.
REI6STER DATE 02127112
PERIOD 02112

• -- E A R I I!6 S - - -- - - -- - A TU IO N S ----. ....CHECK E1PLO'EE NAM CHECK AM IM0135 EARNINGS MOUNT HATCHING

REGAR CHECKS
011881 EDIIAPD C. HARRISON 16".50 PEG %ji6 Mil; i,g rtr 1 V3 AA Iti~1

FED

H CK TOTAL 163.50 36.67 N"Q.00

I ,.l.YY LJJ. VV

!47.50 .00

300.50 153.00



EMPLOYEE STAFFING SERVICES, INC.

INVOICE

DATE
JANUARY 14,

INVOICE NUMBER

CL I ENT

PERIOD ENDING

ES1324

E.C. HARRISON PROPERTIES, INC.419 WESLEY LANE
DUNCANVILLE. TX 75138

JANUARY

GROSS PAYROLL

15, 1992

$402.49

$2, 94.16

SERVICE FEE (.1553)

TOTAL

6r 1 aP

1992

S2,591.#7



80. 91-05250.

NA ZWIn et ux. S KU DZUZ CT Ui
S

vs. S DALLAS OUTWo TUAS
S

R . C. HARRISON 1-J P.T - * In. S 19"M OOZCKA, DIJ[IrC'

Al~ n2jW 07 DTimrlna-

ON THIS DAY came on to be heard the Agreed Motion for

Dismissal by Plaintiffs MAX LONG and his wife, TRINA LONG., and

Defendant E.C. HARRISON PROPERTIES, INC. The Court, having

reviewed the same and finding the same in proper form, is of the

opinion that the Notion should be GRANTED.

IT IS THEREFORE ORDERED, ADJUDGE, AND DECREED that all

causes of action between Plaintiffs and Defendant be, and the same

are, hereby dismissed with prejudice to their refiling, with costs

to be assessed against the party incurring same.

All relief not expressly granted herein is expressly

denied.

SIGNE this 42t.day of, 1992.

JUDGE PRESIDING
APPROVED AS TFORY

a Bar 06500

2 2W. 'L Colinas Blvd., Suite 744
rving, TX 75039

Telephone: 214/444-9797
Facsimile: 214/444-9813
ATTORNEY FOR PLAINTIFFS

OEM DI T. - Page 1



Mmm Loomz W & 933M

1~
TMIWm S. S
8tate Bar So. 14765450
1323 W. Pioneer Parkway
P.O. Boz 13010
Arlington, TX 76094-0010
Telephone: 817/277-5211
Facsimile: 617/265-3657
ATTORNEYS FOR DEFIMNANT
E. C. HARRISONI PIROPUXTIES,

JNC

Page 2

r7! d E
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90. 91-0535-4

AX LOUG, et ux. S

S
3. C. HARRISON Inc.IEU S

IN =W DI3TnICr COURT OF
%P C -l T 19AZ U

19M1S JUDICIAL DISTRICr
"'*' " .

. . . . .

- YiIO FOR DI~ISRAL

TO THE HONORABLE JUDGE OF SAID COURT:

NOW COME MAX LONG and his wife, TRINA LONG, Plaintiffs
in the above-styled and numbered cause, and E. C. HARRISON

PROPERTIES, INC., Defendant in the above-styled and numbered
cause, and file this Agreed Motion for Dismissal. In support

thereof, Plaintiffs and Defendant would show the Court that all
matters in controversy between them have been satisfactorily
resolved and settled and each requests that the cause of action as
to them be dismissed from the docket of the Court with prejudice
to its refiling.

WHEREFORE, PREMISES CONSIDERED, Plaintiffs and Defendant
pray that the Court would grant their Agreed Motion for Dismissal.

Respectfully submitted,

4tate Ba& No. '02046500
222 W. Las Colinas Blvd.

Suite 744
Irving, TX 75039
Telephone: 214/444-9797
Facsimile: 214/444-9813
ATTORNEY FOR PLAINTIFFS

Wi'fTI__FOR DI1 SSAL - Page 1

.-,try
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$tate got us. 3
1323 1. PlOe Olr ey
P.O. oz 123010
Arlington, TX 7M4.l0010
Telephone: 817/2"-s11
Pasimile: 817/265-3657
ATOrNZTS F0 DRIZDMAT
E.C. HARRISON PFWMTI3S, INC.

- m ]wcm DTTr _ Page 2
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NO. 91-05358-J

AX LONG, et ux.S IN TI= DIT92ICT COURT OF

!. C. EARRIBSO I T , IC. 1 l91ST JUICIAL DISMICT

This Compromise Settlement Agreement and Release is

entered into by MAX LONG and TRI A LONG (hereinafter referred to

as "Plaintiffs") and E.C. HARRISON PROPERTIES, INC. (hereinafter

referred to as "HARRISON):

WHEREAS, Plaintiffs have instituted the above-styled and

numbered cause against HARRISON seeking damages resulting from

alleged roofing defects to their home located at 2417 Cameron

Court, Irving, Dallas County, Texas, (hereinafter referred to as

"the PropertyO); and

WHEREAS, bona fide disputes and controversies exist

between the parties, both as to liability and the amount thereof,

if any, and by reason of such disputes and controversies, the

parties hereto desire to compromise and settle all claim and

causes of action of any kind, whatsoever, which Plaintiffs have

or may have in the future, whether alleged and set forth in the

above-styled and numbered cause of not, in any way relating to the

roof construction on the Property, and intend that the full term

and conditions of the compromise and settlement be set forth in

this Compromise Settlement Agreement.

11)W, THEREFORE, in consideration of the mutual promises

and agreements herein contained, including the recitals set forth

hereinabove, the parties agree as follows:

AUr RUZ,& - Page I

(.1M T AIVI .- 4P0 P W. n 4

F T - .r '-1! l -P
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i. The following sum will be paid to Plaintiffs by

uainzou in full settlement (except as noted in Paragraph 2

bereim) of all causes of action raised in the above-styled and

moftred lamsuIt:

(a) $3,630.00 for the application of a now roof on

the Property as set out in the repair proposal

of DOTSON ROOFING & CONST. (attached hereto as

Exhibit "A0);

(b) $500.00 cash to Plaintiffs; and

(c) $190.00 for court costs incurred by the

Plaintiffs.

The Plaintiffs hereby acowledge payment, receipt, and

sufficiency of those sum of money.

2. In the event that DOTSON ROFING & CO1SW. determines

that the underlying docking of the roof, or any portion thereof,

needs to be replaced, HDISOM will pay up to $2,000.00 to the

Plaintiffs for the cost of the rePlacement of that docking. This

amont Is contingent upon the roofer determining that the

replacsint of the docking is necessary and upon verification of

the aed for replacement by HARRISON or his agents. If DOTSON

ROOFING CONST. determines that any replacement is necessary,

Plaintiffs shall notify HARRISON through his attorney so that

inspection by HARRISON or his agents can be arranged.

3. It is understood by the parties to this Agreement

that Plaintiffs intend to make the roofing repairs to the Property

as set out in Exhibit W. Since such roofing repairs shall not

- AM - Pae 2
~6~~



be carried out by HARRISON, and since HARRISON will have n
approval of, or involvement in, such repairs, Plaintiffs agree

that HARRISON is not responsible for or liable in any way for the

results of roofing repairs performed on the Property after the

date of this Agreement or any damages or any consequential daages

resulting therefrom. Plaintiffs agree to hold harmless HARRISON

from any such damages resulting from the roofing repair work.

4. In exchange for the consideration expressed herein,

Plaintiffs and HARRISON agree to release and discharge any and all

claims, demands, and causes of action, whatsoever, known or
unknown, past, present, or future, whether pled in the
above-styled and numbered cause or not, arising out of any
relationship between the Plaintiffs and HARRISON, and arising out
of the defects to the roof on the Property which is the subject of

this lawsuit.

5. It is the intention of the parties to this Agreement

to, and this Agreement does, hereby release, acquit, and forever
discharge each party to this lawsuit and their heirs, assigns,
successors, parent or affiliate companies, agents, servants,
employees, legal representatives, employers and insurers, and all

those in privity with them, and any other person, firm, or

corporation legally liable therefore, of and from any and all

claims, demands, rights, and causes of action of any kind, now

known or not, of whatsoever nature or character, which have arisen

or will arise in the future, regardless of whether said matters,

claims or demands are or could have been set out and described in

the pleadings of the above-styled and numbered cause or not, and

any other claim, loss, or detriment of any kind or character,

past, present, or future, between the parties to this Release.

6. By signing this Release, Plaintiffs represent that
they have not assigned or subrogated their claims in this lawsuit

&sin - Page 3ro f , I 4 .1 1 __ I CiA -i-:4 -. -PA



in whole or in part to any third-party. Plaintiffs agree to

indemnify and hold harmless HARRISON and their respective

officers, directors, shareholders, agents, and employees from all
suits, actions, or claims, if any, which may be made against them
by any person or entity arising from or based upon any such

assignment or subrogation by Plaintiffs or Plaintiffs' claim in
this lawsuit, in whole or in part, to any third-party.

7. By signing this Release Agreement, Plaintiffs

represent and affirm that they are not aware of any additional

cause of action, claim, demand, or other right of any nature

currently accrued or existing against HARRISON and their

respective officers, directors, shareholders, agents and employees

which have not been released by this Release Agreement.

8. It is understood and agreed that this Compromise

Settlement Agreement and Release shall be binding upon and inure

to the benefit of the parties and their respective heirs,

representatives, successors, and assigns.

9. It is expressly understood and agreed thpt this is a
compromise and settlement of a doubtful and disputed claim, aad
nothing contained herein shall be construed to be an admission of

liability by or on behalf of the parties, all such liability being

expressly denied.

10. It is further understood and agreed that this

Compromise Settlement Agreement and Release is entered into by the

parties for the sole purpose of avoiding the time, expense,, and

uncertainty which would accompany litigation, and the agreements

made herein or the payment of money herein stated to be paid, are

not and shall not be construed as an admission of liability on the

part of any of the parties or any other person, firm, or

corporation, of any claim, whether asserted or otherwise.

AU~ m~- Page 4



11. it is hereby agreed that this Compromise Settlement

Aremut and Release shall be and is considered to be a bar to

amy further prosecution of the above-styled and numbered lawsuit

of any claim growing out of the transaction or stated facts

mentioned therein. In connection with this Agreement, the parties

hereby agree that an Agreed Motion for Dismissal and Agreed Order

of Dismissal of the above-styled and numbered cause, in the form

of Exhibits D*B and OC, which are attached hereto and adopted

herein by reference, shall be filed with the 191st District Court

of Dallas County, Texas, as soon as this Compromise Settlement

Agrement and Release is executed by the Plaintiffs and HARRISON.

12. The parties hereby agree that the terms of this

Compromise Settlement Agreement and Release shall be confidential

and shall not be disclosed by the parties or their agents,

successors, assigns, or representatives. It is agreed that a copy

of this Compromise Settlement Agreement and Release shall not be

fldof record in this cause or in any other public record.

Disclosure to accountants or attorneys of the amounts received by

Plaintiffs for purposes of preparing and filing income tax returns

shall be permissible under this Agreement.

13. It is understood and agreed that this Compromise

Settlement Agreement and Release contains the entire agreement

between the parties and supersedes any and all prior agreements,

arrangments or understandings between the parties relating to the

subject matter. No oral understandings, statements, promises or

arrangements contrary to the terms of the Compromise Settlement

Agreement and Release exist. This Compromise Settlement Agreement

and Release cannot be changed or terminated orally.

14. It is understood and agreed that this Compromise

Settlement Agreement and Release shall be governed by, construed,

in z o m Jmz& -0 Page- Page 5



and enforced in accordance with and subject to the laws of the

State of Texas.

15. It is understood and agreed that this Compromise

Settlement Agreement and Release may be executed in a number of

identical counterparts and each of which shall be deemed an

original for all purposes. Statements and representations

contained herein are to be considered contractual in nature and

not mere representations of fact. The obligations and agreements

of the parties created by this Compromise Settlement Agreement and

Release are not released herein and shall survive the execution of

this Compromise Settlement Agreement and Release.

WITNESS OUR HANDS ON THE DATES OF OUR ACKNOWLEDGEMENTS.

AX ~LONG

APPROVED:

State Bar ]No,,, 060

222 W. Las Co ns Blvd., Suite 744
Irving, TX 75039
Telephone: 214/444-9797
Facsimile: 214/444-9813
ATTORNEY FOR PLAINTIFFS

AND RELSE - Page 6M"



By

APPROVED:

ROHNEo HOODENPYLE, LODERT & MYERS

THOMAS E. MYERS
State Bar No. 147654
1323 W. Pioneer Parkway
P.O. Box 13010
Arlington, TX 76094-0010
Telephone: 817/277-5211
Facsimile: 817/265-3657
ATTORNEYS FOR DEFEMDANT
E.C. HARRISON PROPERTIES, I1C.
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NO. 91-10463

CLARK AND LINDA WILCOX IN THZO0 ISTRIC4(4qRT

Vs. LODALLAS C ; TXAS

WAITH WAGES, LAURA WIAGS
and ED HARRISON, Indiwidually
and d/b/a HARRISON HOhES 116TH- DISTRICT

PLAINTIFF'S FIRST AMENDED ORIGINAL:i6

TO THE HONORABLE JUDGE OF SAID COURT:

NOW COMES CLAW WILCOX and LINDA WILCOX, hereinafter

"Plaintiff's" complaSning of KENNETH WAGES and LINDA WAGES,

hereinafter "Wages" and ED HARRISON, Individually and d/b/a

HARRISON HOMES, herelpafter "Harrison" for causes of action would

respectfully show untp the Court as follows:

I.

Plaintiff's re.1fe in Dallas County, Texas.

Defendants Kennqth Wages and Linda Wages reside in Dallas

County, Texas and ha. already been served with process and appear

herein.

' Defendant Ed Harrison. Individually and doing business as
/ - .

Harrison Homes, Inc. pfnd may be served with process at 419 Leslie

Lane, Duncanville, Texas 75137.

In 1989, Defendant Harrison contracted to build and sell a

house to Defendant Uges. Defendant Harrison purchased the lot
.J

located at 4117 Cress Ridge, Irving, Texas, 75061, contiguous to

the lot and residerce of Plaintiffs. Thereafter, Defendant

Plaintiff's First Aepded Original Petition



Harrison performed alterations to the topography and drainage of

the lot and constructed a house thereon. Also, Defendant Wages

performed landscaping and certain concrete work that altered the

drainage.

III.

Defendants landqcaping and dirt moving work upon the lot

altered the existing drainage of the land. The alteration inP

drainage resulte#_ wter . being-_improperly drained from

Defendant's property qnd pooled on Plaintiff's and Defendant Wages

property.

IV.

The drainage alteration was in violation of local code and

constitutes negligenFe per se and was proximate cause of

Plaintiff's damage more specifically set forth herein.

V.

Defendants Wageq and Harrison were each negligent in 1)

undertaking to perfowm landscaping and dirt work for which they

were not qualified to do, 2) in altering the city approved drainage

without obtaining cit approval, and 3) In performing landscape and

dirt work on the property which changed the drainage of water from

their property and Plaintiffs property and caused water to pool

adj&Cent to Plaintiffs' foundation instead of draining away from

same.

Each of these ac~s of negligence, singularly and collectively

proximately caused the Plaintiff's damages set forth.

Plaintiff's First Amepded Original Petition 2



V1.

As a result of tho wrongful conduct of Defendantso Plaintiff's

haVe suffered'the following iteis of dmage:

1) Reasonable and necessary cost to re-dreoct the drainage

coming from Defendant's property.

2) Reasonable pnd necessary cost to identify the damage to

Plaintiff's property.

3) Reasonable pnd necessary cost to repair physical damage

to Plaintiff's house and improvements.

4) Pre-judgment interest.

,f'. 5) Mental Angu$sh.

V1.

The amount in controversy exceeds the Court's minimum

jurisdictional requirpments.

WHEREFORE, PRZ41SES CONSIDERED, Plaintiff ' pray that

Defendant's be cited- and served to appear and Mmm herein and

that on final trial he.reof. Plalntlff'a be granted j-a-mt agant

Defendant's, jointly and severally, for the d both general

and special, togethe. with pre-judgment at the legal rate,

and interest from date of Judgment at the mazimum legal rate, coste

of court, and for s.ch other and further relief0 at law or in

equity, to which Plaiptlff's may be justly entitled.

Plaintiff's First Annbded Orlainal Petition
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ATTORMYS M
4655 N. Lover@ LMe
Dallas, Tera 75209
(214) 380-5551
(214) 380-6419

CERTIFICATE OF SERVICE

This is to cerjify that a true and correct copy of the
foregoing intrumen% has been delivered to the Defendants
at/4rney(s) of recow, via facimlle and certified mall return

ptrqusted I ted below, on this the day of
9 1

Awunda Do Diego
3300 uIcu Plaza
901 NaIn Street
Dallas, Texas 78202-371
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SECRETAP.1',-*

TE FEDERAL ELXCTiON CMUISSO uIH1 j
' )

Mn 2Wm or)
) U 3951

3.C .3*333or P/FS.TIES, ZEC. )

uu,-MnT,,L InEL II OF' IRESPOUDET E.C . EISCeG ILEOPZRIES, ]

To IU"TMURMOIME AM F P MAOJCTlow OF

Pro 8minnu tatemat

This is a supplemental response to the Federal Election

Comission's Interrogatories and Request for Production of

Documents. The originals were submitted on July 25, 1995. The

Office of the General Counsel granted an extension of time to

August 15, 1995, to reply to two additional interrogatozies and

production requests to permit Respondents to review a MUR relied

on in the Factual and Legal Analysis that was only recently

placed on the public record.

Respondent's submissions are made without waiving (1) the

right to object to the FEC's use of the produced information or

documents, or to bring legal action to prevent such use, on

grounds of relevancy, materiality, competency, privilege, effect

of the statute of limitations, or any other ground, (2) the right

to make objections or bring legal action based on such grounds in

response to the remaining questions in the FEC's request, or to

any further investigations or inquiries by the FEC, or (3) the

right to supplement this response.

Subject to the foregoing paragraph, Respondents provide the

following information and submit the attached responsive



W 2

documents requested to the extent that such information and

documents are currently within Respondents' knowledge, custody

and control, and are not privileged.

OUBSTIONS AND COIMRSPONDING RESPOUSES:

5. With regard to the loan E. C. Harrison Properties, Inc.
made to Edward C. Harrison on August 14, 1993, in the amount of
$50,000:

a. List the assets and liabilities of E.C.Harrison

Properties, Inc. at the time the loan was made.

P M 9: See attached at Exhibit A.

b. Describe the procedures used to effectuate the
loan.

RISVM: On August 14, 1993, E. C. Harrison Properties,

Inc. made a loan to Edward D. Harrison in the amount of $50,000

for a period of one year with 8 percent interest payable at the

due date. E. C. Harrison Properties, Inc. delivered to Edward C.

Harrison a check made out to him for $50,000. A general

promissory note, which described all the terms and conditions of

the loan, was signed by Edward C. Harrison. This document was

given to the Comission as part of Respondents' May 11, 1994

submission.

Edward C. Harrison has been an officer of E. C. Harrison

Properties, Inc. since its inception in 1983. Additionally, he

has served as president since about 1986 and is the sole

stockholder. Harrison and his wife are the only directors in the

corporation. Therefore, Edward C. Harrison has the authority, as

permitted by the by-laws of corporation, to enter into contracts

regarding the purchase, sale, making binding debt obligations or



making loans on behalf of the corporation. He also has authority

to make any other decisions relative to all financial

transactions or any other areas of business.

c. Identify all other lonmnde by g .C.Earrison
properties. For each loan, identify the bowrrar and explain the

cir c stances, terms, and purpoe of the loan.

flIL: In August 1992, E. C. Harrison Properties, Inc.

made a loan to Edward C. Harrison in the amount of $25,000 for

the purchase of a new automobile.

More recently after the completion of the 1994 campaign, z.

C. Harrison Properties, Inc. made a loan to Edward C. Harrison in

the amount of $13,127. for the purchase of a vehicle. This loan

was made on May 19, 1995.

6. State whether E.C.arrison Properties, Inc. has Nade
any distributions. Identify all persons who received
distributions and describe how and whu the istributions were
made.

RESPONSE: E. C. Harrison Properties has never made a

distribution.

The foregoing is true and correct.

Edward C. Ifarri16on
E.C.Harrison Properties, Inc.

)
STATE OF TEXAS ) ss.

The foregoing Response was subscribed an sworn to before me
this day of August, 1995, by Edward C rrison.

Notary Public

My comission expires



PAO Box 36169? Duncawille, TX 7513 in6tu9
TeL (214) 0&6U4

August 15, 1995

The Honorable Danny L. McDonald
Chairman
Federal Election Couission
Washington, DC 20463

Re: Matter Under Review 3951

Dear Chairman McDonald:

Edward Carl Harrison ("Harrison"), Ed Harrison for Congress

Committee and Paul Johnson, as Treasurer ("the Committee*), and

E. C. Harrison Properties, Inc. ("Harrison Properties"),

collectively known as the "Respondents" in the above-captioned

matter, hereby answer the reason to believe finding described in

your letter of June 21, 1995, and the General Counsel's Factual

and Legal Analyses.

Respondents concede some minor errors in the course of the

1994 campaign. However, the Factual and Legal Analyses also

raise a number of other allegations about activities that, as

this letter shows, do not violate the Federal Election Campaign

Act ("Act") or the Federal Election Commission's ("FEC" or

"Commission") Regulations and should not be pursued by the

Commission. As a result, Respondents urge the Commission, after

reviewing the facts of this case and the relevant law, to find no

probable cause or, in the alternative, vote to take no further

action in this MUR. To the extent the Commission believes that

some technical violations did occur and that it must take further

action, Respondents request entering into pre-probable cause

PwAiwby*1k %KW C"



conciliation under 11 C.F.R. 111.18(d), as outlined in this

letter.

Also attached are the outstanding responses to the

Coumission's interrogatories and request for production of

documents, which are being submitted now that we have been able

to review MUR 3228, cited by the General Counsel's Analyses, but

only recently put on the public record.

I was the Republican candidate for the United States House

of Representatives from the 24th Congressional District in Texas

in the 1994 general election. It was my first attempt at

elective office. My campaign raised $562,260, including the

$110,368 in loans from me that are at issue in this MUR. My

opponent was 9-term Representative Martin Frost, who raised three

times as much money as I did. This was a hard-fought campaign,,

and the first time this incumbent had faced a serious challenge

in the recently redrawn congressional district.

The complaint that generated this Matter Under Review was

filed by the Chairman of the Dallas County Democratic Party,, and

its political motivation is self-evident.

The allegations center on my relationship with H. C.

Harrison Properties, Inc., a Texas corporation in which I have

owned 100 percent of the outstanding stock since 1984 (the

corporation owns an equal number of shares as treasury stock).

See Response of E. C. Harrison Properties, Inc. to FEC

Interrogatories and Request for Production of Documents at 2. I

have been a director and officer of Harrison Properties since



1983, serving as President since that time. I have been an

employee of Harrison Properties since about 1986 (there are

currently no others). I am, in effect, the sole owner of

Harrison Properties' assets, and have exclusive control over

them.

I am paid a salary and bonus annually for my work with

Harrison Properties. The amount depends on the success of the

company. My annual compensation since 1990 has been: 1990,

$120,397 in salary and bonus; 1991, $59,799 in salary and bonus;

in 1992, $103,132 in salary and bonus; in 1993, $110,300 in

salary and bonus; and, in 1994, $120,256 in salary and bonus.

(These figures include salary paid by two employee leasing firms.

E. C. Harrison Properties, Inc. contracted with these firms to

provide services that small companies have difficulties obtaining

such as health care, etc. The concept behind these companies is

that the employee of E. C. Harrison Properties, Inc. is hired by

the employee leasing company and then leased back to E. C.

Harrison Properties, Inc. for the amount of the employee's salary

and taxes plus a fee for the services such as accounting on

behalf of the employee and health care.)

E. C. Harrison Properties' corporate bylaws allow me, as

sole stockholder, to borrow from the corporation. See Response

at Exhibit A. I have done so on other occasions since 1992,

including $25,000 used for the purchase of a new car in August

1992, and in 1995, after 1994 campaign, I borrowed $13,127 for

the purchase of another vehicle. To date I have repaid $8,500 of

this last loan. The loan challenged in this complaint was



executed between me and Harrison Properties in the same ordinary

course of business that my other loans from Harrison Properties

have been executed, and included a commercially reasonable rate

of interest. See Harrison letter to Lawrence Noble, May 11,

1994. The other loan at issue--between me and the Harrison for

Congress Committee--also included the market rate of interest at

the time in the loan agreement. Id.

The Factual and Legal Analyses raises three issues--whether

personal loans made to me by Harrison Properties constituted

illegal corporate contributions to my campaign; whether the

incidental use of Harrison Properties by the Harrison for

Congress Campaign Committee in the initial days of the campaign

was an illegal corporate contribution; and whether there was

proper reporting of the loans raised in the complaint.

II. £AllF1%"g at Issue are "Peronal Funds" as Df 1nd by the

cou-issio' RMlations.

The FEC's Factual and Legal Analyses concerning each of the

Respondents state: "(D]espite candidate Harrison's belief that

his loans to the Committee derived from his personal funds, the

funds loaned by the corporation to the candidate for use

ultimately by the committee may not have been personal funds

under the Act. Pursuant to 2 U.S.C. 432(e)(2), candidate

Harrison must be considered an agent of the Committee for any

loan received for use in the campaign during the pendency of his

candidacy."

Reliance on 2 U.S.C. 432(e)(2) is misplaced. There is no

dispute that I was an agent for my campaign. But that is not the
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issue. All the funds I put into the campaign were personal

funds. In reaching its conclusion, the FEC fails to take into

account the plain wording of 11 C.F.R. 110.10 (b) and the

structure and bylaws of Harrison Properties and my relationship

to it. A fair analysis of the Commission's Regulations, the

facts in my situation and the Commission's actual rulings in the

Matter Under Review cited by the FEC as authority for its reason

to believe finding dictates that the Commission find no probable

cause and take no further action.

Section 110.10 (a) of the Commission's Regulations states

that candidates for federal office may make unlimited

expenditures to aid their candidacies from "personal funds"

Personal funds are defined in 11 C.F.R. 110.10(b) as:

(1) Any assets which, under applicable state law, at the
time he or she became a candidate, the candidate had
legal right of access to or control over, and with
respect to which the candidate had either:

(i) Legal and rightful title, or

(ii) An equitable interest.

(2) Salary and other earned income from bona fide
employment.

In my case, all the funds involved fall under this

definition. I own 100 percent of the company's outstanding

stock. I am the only employee. I have been the President since

1985, and have been an officer and director since 1983. The only

other officer at this time is my wife. It is beyond dispute that

I have exclusive control over Harrison Properties' assets and

have discretion under its bylaws to sell assets, withdraw moneys,

declare dividends, miake payments and make loans. In other words,



under any conceivable definition, I have legal and rightful title

to all the assets of the corporation, and an equitable interest

in it under Texas law.

In 1992 and 1993 I received, as I have every year, a salary

and bonus from the corporation. This compensation was consistent

with my compensation from previous years. See P.2,supra. When I

decided to run for Congress, I decided to put some of my personal

funds into my campaign in the form of a loan, as I[ an permitted

to do by 11 C.F.R. 110.10. This accounts for $60,368 of the

moneys at issue.

In addition, consistent with the bylaws of Harrison

Properties,, I received a $50,000 personal loan from Harrison

Properties on August 14, 1993. (The Dunn & Bradstreet report

attached to the original complaint shows over $150,000 in

retained earnings by Harrison Properties at the time I borrowed

these funds). I have received loans from Harrison Properties on

other occasions. Id.: see als 11 C.F.R. 116.3. On September

14, 1993, using my personal assets, I loaned my campaign

comittee $50,000. A proper loan document calling for the usual

and normal interest rate (8% at the time) was executed, with

repayment by the campaign required by August 14, 1994. The loan

was repaid by me to Harrison Properties on or about April 15,

1994.

All loans involved in this M.U.R. were fully reported by the

campaign.

Since, in effect, Harrison Properties' assets are my

equitable interest in an asset I own totally, I believe that the
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money I loaned to my campaign was BY money. These funds were in

my personal account at the time of the loan; this was I moey-

This is consistent with 11 C.F.R. 110.10. See also V.

!aieg, 424 U.S. 1, 51-53 (1976).

However, assuming for the sake of argument the General

Counsel's position that since I was a candidate, any loan I

received (whether or not in the same manner as I had received

them before from Harrison Properties) could only be as an agent

of the campaign, then this transaction still comports with 11

C.F.R. 110.10. The Commission's Explanation and Justification

accompanying a 1983 change to the Regulation stipulates that the

term "equitable interest* applies to "an ownership or pecuniary

interest that is not one of legal title" and that an equitable

interest must be "linked with 'legal right of access to or

control over'." 48 Fed.Reg. 19020 (1983). This definition and

explanation fits my situation since section 110.10 plainly states

that "personal fundo" are any assets which the candidate has

control over and an equitable interest in. That is what I have

over Harrison Properties' assets.

Furthermore, while not addressed by the Factual and Legal

Analyses, it is clear that I could have received the same moneys

from Harrison Properties in the form of salary or bonus, or by

declaring a dividend, or by using my stock in the company as

collateral for bank loan. Not even the Factual and Legal

Analyses challenge my right to the funds; the complaint seems to

be over the form I used to get the money out of the corporation I

own totally. Furthermore, the corporation did not loan the



compaign money. The corporation loaned me money, as it has on

other occasions. MW SUppemental XesnonMe at gueStrta # 5:

jPV gpa n- Finni-I Disclosur Statements for 1993. 1994 (on fMe

vith Clerk of the House), Because I was a candidate at the tim

of this loan, the FEC and my political opponents now say there

was something improper. I reject that. The fact of the matter

is that these were personal funds over which I had a legal right

of access and control over (as evidenced by the fact the

corporation loaned me money in 1992 and previously) and over

which I had an equitable interest. In other words, I used my

personal assets from my personal bank account to help my

campaign.1 That is permitted under the Act and the Regulations.

The ComLission's Factual and Legal Analyses relies heavily

on RUR 3228 for authority in reaching its reason to believe

finding. However, that matter actually demonstrates why the

Conission should find no probable cause and take no further

action in this MUR. First of all, the Commission voted to take

no further action in HUR 3228 after a reason to believe finding.

Secondly, that matter involved the more serious allegation of a

candidate receiving direct payment to his campaign of a $25,000

debt to the family corporation. There is no such allegation

here. Third, there were no written documents for the loans, so

that the candidate was unable to provide any evidence that the

loans were from his personal bank accounts.

But most significantly, the candidate in MUR 3228 could not

meet the definition of 11 C.F.R. 110.10 because the candidate

owned only 700 of 2,500 shares, or 28 percent, of the



corporation's stock, while I own 100 percent of Harrison

Properties. in addition,, the candidate in KUR 3228 was not an

officer of the corporation, while I am both an officer and

director of Harrison Properties. As such, NUR 3228 shows why the

activities in the MUlE involving my campaign are within the law.

As opposed to the MUlE 3228 candidate, I owned 100 percent of the

stock and was an officer and director, so I had legal access to

and control over the assets at issue and had an equitable

interest in the assets.

Accordingly, the Commission must find no probable cause.

111. AnT Use of Conrrate Facilities was Incidental and

Corrected 3zmmditiously..

The Factual and Legal Analyses, recomndation for reason to

believe, which is identical for all Respondents, is based solely

on activities prior to July 1, 1993, som 16 months before the

general election and eight months before the primary.2 As a

first-tim candidate, there was very little activity in the two

to three months that the corporate facilities were used, and I

did not realize that the minor use I made of my corporate

facilities in the early stages of the campaign could be improper.

While I continue to believe that any use of the corporate

facility in this time period was "incidental", as defined by the

Commission, I admitted in my July 1, 1993 letter to the Clerk of

the House of Representatives that I had been using the corporate

address and telephone.

As soon as I realized the problem, I stopped even this

incidental use of Harrison Properties. As the Factual and Legal
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Analyses note, I filed an amended Form 1 with my cmpigj addrss

in July 1993. The caman40 lettra h to reflect the

campaign's address and telephone ==ber. Our PNC reports dbM

that the campaign was paying rent for its space as of July 193.

Respondents believe their use of the corporate facilities to

be *incidental" and urge the Coission to take no further

action. If the Commission feels it mst, 2epode- are willing

to enter into pre-probable cause conciliation on this issue.

IV. Silce the Fwtual sad Leisal Amalvals States that saw

MONarv Failures to fesort Cinsii U 1 m e Cmretdb

Agril 19_4. lb. Cammissios Shoud_ Take Fushe ationm ia

the Resondents.

The Factual and Legal Analysis concerning the Conittee

discusses the complaint's charge that my loans to the Comittee

were not continuously reported. The Analysis states that while

my coiittee's initial filings may have omitted the loans, we

"took corrective action when contacted by RAD," ame d the

incorrect reports and filed correctly from April 1994 to the

present. According to the Analysis: "Thus, it appears that after

submitting amended reports in April 1994, the Cinittee

continuously reported its loans from the candidate."

Despite this apparent bill of clean health, the Cximision

found reason to believe. My comittee took corrective action as

soon as the error was pointed out. As a factual matter, there is

no additional step we could take now or could have taken then.

This is a situation where the Comission should take no further

action. If the Commission feels it must take further action



(although it is unclear what that could be), the Comittee is

willing to enter into the pre-probable cause conciliation.

V. g2MR&Wje

For the foregoing reasons, Respondents request that the

Comission vote to find no probable cause or, in the alternative,

to take no further action. In those instances discussed above

where the Respondents admit to technical violations of the Act,

Respondents wish to enter into pre-probable cause conciliation if

the Commission does not dismiss this matter.

The above statements are true and correct to the best of my

knowledge, information and belief.

Respectful submitted,

Ed Ha/rison

Subscribed and sworn to before me this ,4=34 day $f Aurst 1995.

My comission expires

1 Indeed, the factual and Legal Analysis tries to use against

me as evidence of both making and receiving a corporate
contribution the fact that as an officer and director of the
corporation I signed and executed the loan to myself. However,
this fact demonstrates that rather than a violation, the funds
involved do fall under the definition of personal funds in 11
C.F.R. 110.10, and that whether or not I was an agent for my
campaign is irrelevant since all the funds involved were my
funds.
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In the Matter of )
Edvard Carl Uarrison, ) MM 3951
rd Harrison for Congress Committee and ) IITE
Paul Johnson, as treasurer, and )

3. C. Harrison Properties, Inc. )

Gi3L COIM3L' S REPORT

I. SACKGID

On June 6, 1995, the Federal Election Commission (the

"CommissionO; found reason to believe that Edward Carl Harrison,

the Ed Harrison for Congress Committee and Paul Johnson, as

treasurer, and g. C. Harrison Properties, Inc. violated 2 U.S.C.

S 441b(a). The basis for the Commission's findings concerned a

$50,000 loan provided by E. C. Harrison Properties, Inc. (the

"Corporation') to Edward Carl Harrison (the *Candidate") in

connection with his 1994 election campaign in the 24th

congressional district of Texas and the use of the Corporation's

facilities by the 3d Harrison for Congress Committee (the

"Committeea) in that election campaign. The Commission also found

reason to believe that the Committee and its treasurer violated

2 U.S.C. S 434(b)(2) for failing to report campaign loans.

On the sane date, the Commission directed this Office to

investigate the ownership and tax status of the Corporation.

Anticipating that E. C. Harrison Properties, Inc. might be a

subchapter-S corporation, the Commission also asked this Office to

prepare an analysis of whether the funds contributed from a

candidate's subchapter-S corporation would be personal funds under

the Act. Counsel for Respondents submitted partial answers to the

interrogatories and produced some documents, and Respondents have



respondied to the remaining interrogatories and reason to believe

findings. see Attachments 1 and 2.

A. Facts Learned In DiSCOVey

As noted in the First General Counsel's Report dated May 2,

1995, the Candidate received a loan from the Corporation,

Z. C. Harrison Properties, Inc., for $50,000 on August 14, 1993.

The Candidate subsequently executed loans to the Ed Harrison for

Congress Committee for $56,590 and $50,000 on August 31 and

September 14. 1993, respectively. E. C. Harrison Properties, Inc.

is a Texas corporation engaged in the business of construction of

homes. Answers to discovery indicate that Edward Carl Harrison is

currently the sole shareholder in the corporation, and has been

since 1984. 2 Mr. Harrison has been a director and President of

E. C. Harrison Properties, Inc. from 1983 to the present. He

became an employee in 1986 and is the only person employed by the

Corporation at this time. Trisha Harrison, Edward C. Harrison's

wife, is also an officer and a director of the Corporation.

According to the bylaws submitted by Respondents, in his

capacity as an officer and director, Mr. Harrison has the

authority to make loans on behalf of the Corporation. The other

loans made by the Corporation are identified as a loan of $25,000

to Mr. Harrison for the purchase of a new automobile in August

1992 and a loan of $13,127 in may 1995 for the purchase of another

1. Counsel withdrew from representation of Respondents on
July 26, 1995.

2. From its inception in 1983 until December 20, 1984, 5,000
shares were owned by Mr. Harrison and 5,000 shares were owned by
another individual, Jerry G. Brooks. Mr. Brookst shares were
turned in to the corporation and are now treasury stock.
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Although the Corporation is closely held, it is not a

subchapter-S corporation. The Corporation has been sued as a

legal entity separate from Mr. Harrison in his individual

capacity. The Corporation has never petitioned for bankruptcy,

nor has it ever made any distributions.

a. RespondentsI Argments

In response to the Commission's reason-to-believe findings,

Respondents Oconcede some minor errors in the course of the 1994

campaign, but assert that a number of their activities do not

violate the Act and should not be pursued by the Commission. They

urge the Commission to find no probable cause, or in the

alternative, vote to take no further action. To the extent the

Commission believes that violations did occur, Respondents request

pre-probable cause conciliation.

Mr. Harrison first takes exception to the conclusion of the

Commission's Factual and Legal Analysis that loans made by

Harrison Properties, Inc. to the Candidate constituted illegal

corporate contributions to his campaign. He argues that all funds

at issue Qre "petsonal funds' as defined by the Commission's

regulations, and thus, no corporate contribution was made.

Second, Respondents argue that any use of corporate facilities was

incidental and corrected expeditiously. Third, Respondents

suggest that because failures to report campaign loans were

corrected by April 1994, the Commission should take no further

action.



.4-

C. DIOSSImoa

1. Corporate Loan

Respondents do not dispute that K. C. Harrison Properties,

Inc. made a loan of $50,000 to Candidate Harrison, which Candidate

Harrison then loaned to the Ed Harrison for Congress Committee.

Nor do they dispute that E. C. Harrison Properties, Inc. is a

corporation incorporated under the laws of Texas. Even a small

corporation, wholly owned by one person, such as E. C. Harrison

Properties, Inc., shares the same salient characteristics as other

corporations. In Austin v. Michigan Chamber of Commerce, 494 U.S.

652, 658-59 (1990), the Court recognized:

State law grants corporations special advantages --
such as limited liability, perpetual life, and
favorable treatment of the accumulation and
distribution of assets -- that enhance their ability to
attract capital and to deploy their resources in ways
that maximize the return on their shareholders'
investments. These state-created advantages not only
allow corporations to play a dominant role in the
Nation's economy, but also permit them to use
'resources amassed in the economic marketplace" to
obtain *an unfair advantage in the political
marketplace.'

The Supreme Court has articulated why corporations may be

treated differently from individuals under the Act because of

those characteristics. The Court explained that the first purpose

of Section 441b "is to ensure that substantial aggregations of

wealth amassed by the special advantages which go with the

corporate form of organization should not be converted into

political 'war chests.'' FEC v. Nat'l Right to Work Comm., 459

U.S. 197, 207 (1982). The Court continued, "[t)he statute

reflects a legislative judgment that the special characteristics

of the corporate structure require particularly careful

regulation' and the Court would not "second-guess a legislative



determination as to the need for prophylactic measures where

corruption is the evil feared." Id. at 209-10.

In Austin, 494 U.S. at 660, the Court defined corruption in

the political arena as "the corrosive and distorting effects of

immense aggregations of wealth that are accumulated with the help

of the corporate form," and stated "the unique stats-conferred

corporate structure that facilitates the amassing of large

treasuries warrants" the prohibition on corporations. Regardless

of the fact that in this matter the candidate owns 100 percent of

his corporation, the potential "corrosive and distorting effects"

of a corporate contribution are present. In fact, Z. C. Harrison

Properties, Inc. possesses the same special government-conferred

advantages (e.g., limited liability, perpetual life and favorable

tax treatment) that the Supreme Court identified as factors that

justified subjecting corporations to Section 441b's prohibition on

corporate contributions.

Respondents argue that the $50,000 that originated from the

Corporation was Mr. Harrison's "personal funds," and therefore,

not a corporate contribution. Candidates for federal office may

make unlimitid expenditures from personal funds. 11 C.F.R.

S 110.10(a). For purposes of this section, personal funds means

any assets which, under applicable state law, at the time he or

she became a candidate, the candidate had legal right of access to

or control over, and with respect to which the candidate had

either legal and rightful title or an equitable interest.

11 C.F.R. 5 ll0.10(b)(1)(i)-(ii). Mr. Harrison believes that the

"plain wording" of 11 C.F.R. S 110.10(b) applies to turn the funds

from E. C. Harrison Properties, Inc. into his personal funds.



Mr. Earrison states that *tilt is beyond dispute that I have

exclusive control over Harrison Properties' assets" and Ounder any

conceivable definition, I have legal and rightful title to all the

assets of the corporation, and an equitable interest in it under

Texas law." This is a legal conclusion with which this Office

does not agree.

First of all, Mr. Harrison does not hold legal title to the

assets of the corporation; the corporation as a separate legal

entity holds legal title to its assets. Mr. Harrison only has

legal title to stock of the corporation. Second, Mr. Harrison

does not have exclusive control over the corporate assets. To

satisfy the Commission's regulations, any equitable interest Mr.

Harrison holds as owner of 100% of the company's outstanding stock

must be the kind of interest in which he also has a right of

access to or control over the assets of the corporation.

The Commission, in clarifying the definition of personal

funds provided in 11 C.F.R. S 110.10(b), stated:

(it is made clear that the criteria of "legal and
rightful title' and *equitable interest" must each
be linked with "legal right of access to or
control.* The latter criterion is the standard set
out in the legislative history of the 1974
Amendments to 18 U.S.C. S 608 perta.&ning to the
limitations of expenditures of personal funds by a
candidate, also cited in Buckley v. Valeo, 424 U.S.
1, 51, 52, n. 57.

48 Fed. Reg. 19020 (1983).

The legal principle that a shareholder does not have the

right of access to or control over corporate assets is significant

in evaluating the application of 11 C.F.R. S 110.10(b).

Mr. Harrison's right of access to or control over corporate assets

is limited because E. C. Harrison Properties, Inc. is a legal
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entity having a legal existence separate and apart from Its sole

shareholder, and possessing assets separate and apart from its

sole shareholder. '[Tihe rule of law is that a corporation

continues to exist as a separate legal entity until legally

dissolved, and the corporation and its stockholders are not one in

the same, even though the number of stockholders is reduced to

one." 1 Fletcher Cyc Corp 5 25.1 at 526.

Having a separate legal identity from that of its

shareholders enables the corporation to hold property, enter into

contracts, negotiate loans, execute conveyances and conduct all

corporate business as a separate legal unit. 1 Fletcher Cyc Corp

5 25. it is from the concept of a separate identity that such

corporate benefits as limited shareholder liability is derived.

In fact, the corporation has been sued separately twice, limiting

Mr. Harrison's liability. See Attachment 1 at I4.

The Commission's Interrogatories asked Mr. Harrison and the

Corporation to list their assets and liabilities at the time the

loan at issue was made. This Office specifically asked

Mr. Harrison to identify all assets and liabilities deriving from

ownership of shares of 3. C. Harrison Properties, Inc. The fact

that the individual and the Corporation list separate assets and

liabilities indicates that even Mr. Harrison recognizes that the

Corporation owns assets to which it has legal title which are

separate and apart from what Mr. Harrison lists as his personal

assets. Mr. Harrison lists the value of his stocks as only

$4,000; he does not list the assets of the corporation of which he

is sole shareholder as his personal assets.

These separate corporate funds extended to the Candidate by
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a. C. Earrison Properties, Inc. were corporate assets that never

hicame the shareholder's. "(TIhe capital or assets of the

corporation are its property, and the shares evidenced by the

stock certificates are the properties of the holders, which do not

carry the capital property or profits until they have been

declared and vested as dividends, after which they are

stockholder's property." 1 Fletcher Cyc Corp 5 31 at 555.

Moreover, Othe owner [of stock) does not, in any strict legal

sense, own any part of the corporate capital and has not the legal

title to, and is not the owner, or entitled to the possession of

any portion of its property or assets." 11 Fletcher Cyc Cor2

§ 5100 at 93. Thus, the interest that Mr. Harrison, as the sole

shareholder, has in the corporate assets of E. C. Harrison

Properties, Inc. is an indirect, qualified, collateral,

transferable and insurable interest only. See generally

11 Fletcher Cyc Corp S 5100 at 93-94. This interest is not the

kind of interest that provides a shareholder with legal access to

or control over corporate property for his use and benefit

required by 11 C.F.R. 5 ll0.10(b)(1).

Stockholders gain a vested interest in the corporate

property or assets upon liquidation. 11 Fletcher Cyc Corp 5 5100

at 94. It is at this point that the corporate assets are

converted into the personal assets of the shareholder. Once this

conversion of the corporate funds occurs, the shareholder has a

legal right of access to the funds and may exercise dominion and

control over the property for his personal use and benefit. This

conversion of corporate funds to private funds, however, never

occurred in this matter.



Mr. Harrison points out that he 4 ould have received the same

moneys from Harrison Properties in the form of salary or bom, or

by declaring a dividend, or by using my stock in the coupaq as

collateral for bank loan." We do not dispute this. There are

many ways the corporate funds could have been converted to the

shareholder's, but because none of those conversions occurred

here, the loan to the Candidate came from the corporation's

assets, not the shareholder's.
3

Therefore, any access to or control of corporate assets

Mr. Harrison nay have had was not in his capacity as shareholder,

but rather, in his capacity as President and director of the

corporation. In that capacity, any access to or control over the

corporate assets could only be exercised for the use and benefit

of the corporation, not as personal funds to contribute to a

campaign. Consequently, the link between any equitable interest,

which Mr. Harrison holds as sole shareholder, and access to or

control contemplated by the Commission's regulations is absent

here.

Because the $50,000 loan at issue derived from a corporate

source rather than personal funds, this Office recommends that the

Commission reject Respondents' request to take no further action

in this matter, and instead, offer to enter into pre-probable

cause conciliation.

3. Mr. Harrison also attempts to distinguish MUR 3228, on the

grounds that he owned 100% of the stock and was an officer and
director, as opposed to the candidate in MUR 3228, to establish
that he had legal access to and control over the assets at issue

and had an equitable interest in the assets. As we have already
shown, however, these factors do not transform the corporate funds
into Mr. Harrison's personal funds.
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. We of coporate einliti.s

aespondents do not deny that they used the Harrison

Properties, Inc. post office box and telephone number for the

3d Uarrison for Congress campaign. They emphasize that they

believe the use of the corporate facilities was 'incidental' and

that it occurred sixteen months before the general election and

eight months before the primary election. Mr. garrison reiterates

that he Odid not realize that the minor use I made of my corporate

facilities in the early stages of the campaign could be improper.0

As noted in the First General Counsel's Report dated Ray 2, 1995,

Mr. Harrison's claim that he was unaware of his impropriety does

not vitiate the violation. Because Respondents make no new

arguments, admit tneir use of corporate facilities during the time

period complained of, and state they are willing to enter into

pro-probable cause conciliation, this Office has included the

improper use of corporate facilities in the proposed conciliation

agreement, and recommends rejecting their request to take no

further action.

3. Failure to Report Loans

Again, Respondents merely reiterate their argument from

their initial response which is that the Committee took corrective

action when notified by the Commission of reporting errors. The

Commission noted the corrective action in its Factual and Legal

Analysis. While Respondents characterize this as a "bill of clean

health," and state that "[als a factual matter, there is no

additional step we could take now or could have taken then,* they

do not deny there was a violation at the time the reports were

due. The corrective action noted by the Commission in the Factual



and Legal Analysis say be considered a aitigating factor during

negotiations. This Office thus has included the Section 434(b)(2)

reporting violation in the proposed pro-probable cause

conciliation agreement.

111. DISCUSSIN OF CONCILIATION WVIS3IWM AD CIVIL PENALTY

This Office recommends that the Commission offer to enter

into conciliation with Respondents prior to a finding of probable

cause to believe. Attached for the Commissionts approval are two

proposed conciliation agreements
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IV. .M M

1. Reject Respondents, request to take no further action.

2. Enter into conciliation with S. C. Harrison Properties,
Inc., Edvard Carl Harrison* as a director and officer of
9. C. Harrison Properties, Inc., and the ad Harrison for
Congress Committee and Paul Johnson, as treasurer, prior
to a finding of probable cause to believe.

3. Approve the attached proposed conciliation agreenents
and the appropriate letters.

Lawrence M. Noble
General Counsel

BY:

Associate General Counsel

.4~ ~ -~

Date
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1. soes of a. C. garrlson pro rties, Inc.
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to laterrogtorios ad g'6qm-t for tPro3Mcios of
Docewts (ezceepta, L7clndn, rteat for conciliation)

3. Proposed Conciliation Lgreements (le

Staff assigned: Andrea Lov
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Za the Mter of

ad UmrrlA for Congress and
Paul u on as treasurer;

R. C. Nasrism Properties, Inc.

)
) KU 3951
)
)
)
)

CIRTZATJgm

X. Mazjwoie W. 2ions, recording secretary for the

deral 3ction C mssion executive session an

e e 14g 1995, do hereby certify that the Ccaniosion

d4ecJdId by a vote of 4-0 to take the follow4Ing actions in

lEN 3951:

1. ReJeat Respondents' request to take
no further action.

2. Rater into conciliation with 3. C.
Razrrion Proportios, Inc., Udvard
C*rl Harrison, as a director and
Officer of 3. C. Harrison Prpeztios,
Inc., and the 3d Harrison for Congress
Coittee and Paul Johnson, as treasurer,
prior to a finding of probable cause to
believe.

(continued)



1fets M loc -lam, Cu.1 a Page 2
CertLflaation for N 3951
Dea- 14, 1395

3. Direct the Office of ae 1 m e
to mrge the oCmolla4tiM a Min"
into a agriont for all- f the

4. Approve pprrte letters.

Camissie ers Likens, Zliott, laMzcry, #d vf

voted affirmatively for the decisimc; - c- -

McDonald was not preset.

Attest:

Date
S~c~tazyof the



December 18. INS

1131,1111", IHl
1314 hmcIak
DwostTX 75115

RE: MUR 3951
Edwud Cid I-
Ed Hwrsw for Coop= Cae md

Paul Johm, U b
E.C. Harison Prtiesi 1IM

Dew r. if

O& Jm 69 1995, the Federal Elion Commission found reason to believe d
you, EdIl . itrCingmp Comni FF (the "Committee") and Pal Johnm, =

u .mm 1 ECN Pul. P perims 1mr, vioLosed 2 U.S.C. j 44!1b(a), a pvioctdw
Fedwi Q; Cmwi Act of 1971, w uuxmled (the "c".I iii. h

iin -ri m to bebw li Co te and Pal JIim a viobd
2 U..C. I 434 a iewinm @d1 AL The Fatual and Legd Amlyum wi m
61 mab bhs h C2's G Vre fix Wud to you at d' tm- On
Dmi m 14. IM Se C - you request to take no fn am At
yoaw mw qMM as 14,1995, the Commission d io c kw

I= rMICI es 06 a coilii agrxIzt In ddi s mwo
plu to a Uf of~bu e t befieve

Ein i uis a c i a peinm d t t Commission has a ,,d in

- n v - t, - with di civil penalty, to the Commissio. In light of the
fild tha ___ -U --oisis, prior Io a finding of probable caus to believe
limited to a ofu @130 days, you Amd respond to this notification soon a



V~s hs~ w.m oruugsiinsfor clamps in do re I or if you

~~.I at (2W93400.

Andrea Low

EaAIoum
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Ed Cod Howfil

1314 lbdmOwk
DS ToT 7 5115

RE: MUR 3951
Edw d Ca Harrismn
Friends of Ed Harrison md

Paul Johnson, as b'inwa

E.C. Harrison oti Iw.

Dow A6. IWaSOW:

1sd om a coipainl fied with the Federal Election Com s on Mmnb 23, 1994,
R pmvied by ymo, the Commission, on June 6, 1995, found d the wa remn

to b i due t Ed 110im for Congress Committee and Paul Jolmn as enmw, violtd
2 U.S.C. if 4304(b2) md 441b(a), and that you and E.C. Harison Properties, Inc., each viofted
2 U.S.C. § 441b(a), s adk i investigation of this matter.

A--te-- eaa "wg d i vidwc e available to the Commission, the Office of tbe GOnrd
C e in p to - s dw t the Commission find probaecum belve dw

MIh CnW maor no - approve the General Counsers zprcoindion.
SL0--d fora' seew 4s a bie stating the position of the General Comud h a md

ftuid ima odf co. W'hin 15 days of your receipt of this notice, yu roy file wit dw
Se~yONO . a 0=ie (mcopie if possible) stating your poiti on. the

M/a y tb di doineal Counsel. (hree copies of brWfhodn be
fi wuded 1oto Offe dthe G Ome Counsel, if possible.) The Genarl Coues eremin
my youthic yu ty mk will be considered by the Commission before toa
vowe of wbde thue is p cmse to believe a violation has occurred.

Ifyou we = tA lo file a rponsive brief within 15 days, you may sbmit a wium
reque for = xmime of time.M requests for extensions of time must be sbmn in
five doys pior tow dw dmf. md good cause must be demonstrated. In addiiMn, the Offmc of
dte Gener Cemw mluloly will not give extensions beyond 20 days.

Cek.xHa &W~ Conr 2OV t" - jr,

VISTEROMAV 10OI k~%. TOMO0RO0%i
OWICATI TO KEEPINC THE P>. PLIC INFORl[D

*v 4



0b.imw rcquii that the Offiw at~ dou
, a atoui dm 3m d= 30, but not more than 90 daM to miii 116 MOWrd ,wUh a

U w~ qmstlon pe conwta Lawrenm L. Calvet, Jr., duIftm- m wu, a NeA) 29-3690.

S"

General Counsel

EBkd



In the Matter of )
Edward Car Hufison )
Frieds of Ed Harrson ) MUR 391
and Paul Johnson, as esuMer ))

E. C. Harrison tPopestieos. Inc. )

GENERAL COUNSEL'S BRIEF

L TATEMANT OF TL CAS

This matter was generated by a complaint filed by Kemeth .i olrg On June 6,

1995, the Commission found reason to believe that Ed Harrison for Caress Commuie and

Paul Johnson, as treasurer ("thc Committee") ,iolated 2 U.S.C. if 434(bX2) and 441b(a), and

that Edward Cad Harrison and E. C. Harrison Properms, Inc. violated 2 U.S.C. j 44 1b(a). I

The Office of the General Counsel conducted an investiption pmuut to 2 U.S.C. j 437g(aX2).

This brief is the result of that investigatio.

IL FACTUAL AND LEGAL ANALYSIS

A. Fmr Violati

The Federal Election Campaign Act of 1971, as amended ("ft Act" or "FECA") reie

each treasurer of a political committee to file periodic nptsm of the committe's receipts and

disbursements. 2 U.S.C. § 434(a). Each report must include, jbji, the total amount of all

loans made by or gua bythe candite and all other loa, calculaftd both for the

J (M ApW 29,199, the Comnisimo recivd From the Cmo a by &*din =M a laer, pvioml
ummined by si i to the Clerk ofthe House of Rep mim-iwu i wilbehheCsms adviao thew i,

dmnging its nan to Ffiemis of Ed Harion-Johnson ruin the Commmbs's amer.

4~K.



u wlnd ls c. 2U.S.C. 1434(bX2X0)md E(H). two

also include the identification of each person who makes a loan to the reporting cominn

-N on wpri periodL mre with the.:- ide ficaio of any endrse or pamhio of such

loan and dodfte nd mount or val of td low and the identification of each person who

reciws a lou, repsynno from the rectg committee during the reporting period, togthe

with thedafe and amount of each loan repament 2 U.S.C. if 434(bX3X(E) and (5)(D). Finally,

each r must include the amount and nature of outstanding debts and obligations owed by

the committee. 2 U.S.C. I 434(bXS), All debts must be continually reported until extinguished.

I I C.F.R. f 104.11(a).

Edward Carl Harrison was a candidate for nomination for the office of United States

Rqxesetative from the 24th Congressional District of Texas in the March 8, 1994 primary

election. After winning the primary, Harrison was a candidate in the November 8, 1994 general

electm2 The Committe was his principal campaign committee.

This Ofte reviewed the Committee's disclosur reports rearding the ng

violatos complaiimd of, along %ith communications between the Committee and the

Commissions Report Analysis Division ("RAD") pertaining thereto. It is evident from this

rev w dad the Committe omited certain sclmdules or other infomation from its reorts, but

took corrective action when contacted by RAD. Fis on the 1993 Mid-Year report, the

Committee filed a Schedule C reporting one loan of S 1,900 from the candidate to the Committee

dated June 4, 1993. Hower, the Committee failed to report the S1,900 as a receipt on its

Schedule A. Send, this same loan did not apear as outstanding or repaid on the Committee's

Hrir a. recaved 69 p a of the vote in the pnmy election and47 percent of the vote in the generlW2

electigm
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report did not conn a Schedule C or a Schedule D; debts totaling $I 10,470 were thus not

On March 13, 1994, a week after the prmy election, RAD mirmnined a Request for

Additonal Information ('RFA") to the Committee regarding ts failure to contnuously epot

debs on the 1993 Year-End rort. On April 4, 1994, 27 days after the pnmary election and 20

days after RAD transmitted the RFAI regarding the Year-End report, the Committee submitted

amended 1993 Mid-Year and Year-End reports and an amended 1994 Pre-Prinmary repM The

amended 1993 Mid-Year reo included the June 4, 1993 loa of $1,90 on a Schedule A. The

amended 1993 Year-End repor included a previously omitted Schedule C and included thereon

the outstanding $1,900 loan.3 Finally, the amended 1994 Pre-Primary seport included the

previously omitted Schedules C and D reflecting the pieviously uneport outstanding debts

complained of in this matter.

At various stages of this matter, Harrison, on behalf of the Committee, has noted that the

Committee took conrcive action after receiving the RFAI from RAD oncernng the 1993 Year-

End report and has asserted that "as a fawtual matter, there is no additional step we could take

now or could have taken tem" has also noted that the loam iwportedly made by him to the

Committee were reported on Is personal financial disclosure statement as required by the Ethics

in Government Act ("EIGA"), 5 U.S.C. app. 6 § 101 c M. However, he has not denied there

was a violation at the time the original repots were due.

The ammlmmg ahio icbkdsd = mnd"d ScdWe A and a prmiusly omited Schetade D, on wticb wr
reported v umeported advm to the Comminee by HWrison in the form of vawious epems wbch
Hason bad inyed wd for wbicb be expected to be repo&



Haison's EIGA agument ignores the fact that FECA and EIGA have vry diffem reputi

ueqpir and =w Ien, alMough latd, purposes. EIGA is designd Io pW

generl indrmtin ao a cadid ' permnal financial situftio, while FECA is duiW 00

pirovide diled iformatin about how the candidae's campaign is financed and to whom ft

candidate might or might not be beholden for that financing. Compliance with one in no way

equals compliance with the Mher. More specifically, closur on a personal financial

disclosure stmement of the eeral rang of debt owed a candidate by his committee is no

sustitutefr discos on Schedules C and D of the specific infrmation about date ammouts

repayments and terms reluired by the Act

Accordingly, there is probWe cause to believe that Fniends of Ed HarMson and Paul

Johnson, as treasurcr, violated 2 U.S.C. § 434(b).

L CLrate CotrbUtiom

I. MWApicahMe Law

It is unlawful for "any patiowhatever" to make a contribution in omiectiu rdin a

Federal election, or for any office or director of a coqonation to consent to the making of such a

contnution. 2 U.S.C. § 441b(a). It is also unlawful for any candidate or cmmttMpe o

knowingly accept such a contrbution. Id. For puposes of thee provisin, the term

"contributim" includes "any direct or indirect payment, distribution, loan, advance, deposit, or

gift of money, or any semices, or anything of value.f" 2 U.S.C. § 44lb(bX2). Pusuant to

2 U.S.C. § 432(eX2), any candidate who receives a loan in ,onncxtion with his or her campaign

for clection shall be cosidmered as having received the loan not in his or her individual capcity,

but rather as an agent of the candidate's authorized committee.



cali r * sac m omft d Sims - WO OW mob io I

expe tums fom pesarx l funds. I I C.F.R- I 110. 10(a). Personl fd we defined aum

-ow *ch, under appicill -e law, at the time be or she ba g a -% toe, ONN

had lepi ri1f ofsem u or comtol over, and wdh respm to which die caadiee bed ihr (i)

(Ineanl d riglmf tide, or (h) [ain eitabk immscat." n1 C.F.R. 110n. 10(bX 1)

Stockholders and m -nFees oft corpoatION may make occasiol, isolased, or

incide al use of the faiities of a corporatio for individual volmuicr activity in coumectom

with a Federal electio bt must reimburse the cm aon to the exitt did the omhe or

oer tof the copor a e increased. Any such activiy d does no exceed one bow

per k or fou hous r in h, dless of whether the activity is udertaken dwing or after

normal working botms shall be confsiderd as occasional, isolated, or incidna use of the

corporae facilities. I I C.F.R. § 114.9(aXiii).

L. Cerpoicaf LAam

I Fm

E. C. Harrison Peesis Inc. ("Hamrson IProete" is a croaimicro~

uder de laws of the s r, of Txm. hs principal business is the acio of homes

Inkonk obtained in dwcoe indicats tha t n ic-ide: Harision is cwrealy the sole

shareholder of the corporation, and has been since 1 954.' Harrison has be=n a directo of

Harrison PropertiUes since 1953; he has also been presIentl of the croainsince at least

4 T"e U rpoamom wn moovm d in 1983 udm the Dme soya Propeies. Inc. From i Dom
umd Dcsmbw 20, 1914, 5,000 Am 1fsta Propeti wre owned by Hwrimu ind 5,000 dma we* amud
by )wry G. Brook& books's m "e Ured i to the p-rio nd we now temmy mock Ab a
Deceb 20, 1964, the 7o1poraiom caged its -- to E C. Hwisoo Properiem Inc



officranddireclorofthe coratmi Hoat iM ad his wife we the sole dirctors f do

A idagq to Artice L, section 5 of Harrison vPrperies bylaws, ith businamd

affain oft h kc oan slU be managed by As Boad of Dirco which may exercise aN inc

[sic) powersothe of6r P s to Article 2.02(6) of the Texas Business

Copoatin Act, these powers include the power "ito lend money to, and otherwise assM [d

corlwaion's] e office and directors if such a loan or asaeasoy be

expecd So benefit, directly or indirectly, the lending or assisting v,

section 6 of Harrison PropMies" bylaws vests Harriso, in his capacity as president, with "such

powers and duties as usually pertain to such office" and charges him to "see that all order and

resolutions of the Board of Directors are in effect"

Harrism filed a Statement of Candidacy on May 19, 1993. On August 14, 1993,

Harriso execved a "Genami Promissosy No" to Hurison rsopoertis for the sum of 0,000 at

eigk peM jamrest with a du date of Aqput 14,1994. In msponse to the Commission's

reason to believe fnd& Harison conceded that lstere is no dispute that I was [actinga) an

arat for my upign On AugsM 31, 1993, Hari lenm $56,950 to the Commitlee. On

Sepmenr 14, 1993, Harrison let anohw $50,000 lo t Committee; for this loan, Micl

Neill, then tieasuw of the Committee and acting in that capaity, execud l a "Geneml

Promissy Nose" to Harrison, as an individual, for $50,000 at eight percent interest witbh a due

S TU . ioipenos's Wid 6wowy re ome sd mt Hm-isom bed bee presideM the corpaomm

Novenuw 30,19 6 I3. its m Pl rV c@ 3d tht1 be W bm preiWea since about 6 TheM" I
stmemts uke w SAi core to the mmysis preuxte I her
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~ o Sp.w 4, 14.7 Tb ntse's nuutow d it *k lmW~ mi

in the sum of $30,000 on March 29, 1994; in response to the complaint, Harison sead th*t

'p(or a Apuil 13, 1994, 1 issud a ck to Harriso. (Propties) im k Nhe a mou o(S50.00 (W

the nomm owed peinally by ne."

b. Amalysh

There is probable cause to believe that Harrison Propartie violated 2 U.S.C. # 441b(a)

by makin& and that the Committee and its treasurer violated 2 U.S.C. j 44b(a) by recewmg.

the $50,000 August 14 loam Morcover, Harrison disbursed the loan in his capacity as an offkxr

of the corporation and received it in his capacity as candkinte and agent of the Commitee.

2 U.S.C. § 432(cX2) Thus, ther is probable cause to believe that both as an offier of Harrison

Propetatie and as the personally invol-ed recipient candidate, Harrison himself violated 2 U.S.C.

§ 441b(a).

There is no dispute that Harrison Propeies is a corporatiou There is no dispue that it

made the $50,000 August 14 low, or that Harson acted as the Committee's agent when he

received it Howeve, in his respose to the reason to believe finding, even as he conceded that

he was acting as the Committee's agent Hamson protested that "reliance on 2 U.S.C.

§ 432(eX2) is mislaced" and that his agency "is not the issue" beame the fwmd were his

personal funds, inasmuch as ithese funds were in my personal account at the time of the iout

(fron him to the Committee)."

Harrison's argument misses the significance of his status under Section 432(eX2) as the

campaign's agnt. The statute means that if Harrison was a candidate at the time he obtained the

loan from the o which he was, and if he had it in mind at the time of obtaining the

loan or decided at any time thereafter to use the proceeds for campaign purposes, %tuch he
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n do h ie's -V -, 0 -e pa" 3mm iud Idob

dowdy m r ee amW m to A LMDh

am, , c I - 'am 2 USC. j 441b(bEZ), wpu ad p ud tim

m.kiqs -m--- -by11C .4411n(a

i ini em w -.kaw A be=e awk by ftlftdd oN c3ima dm,~ Ihmr m -qm by c cmo aln c C kbe, 6d - vi

2 USC. f 4411.(a) bn um Ac OdYnd md A die€ i's

- o ao hnis R C0eay to Ib INNm's wai m his sa as mk

j led dsm im me Ac WF1 ca* ... a my ka nleld. Secm 441baimm

ezh~ccpnfor Isyc of 3qv- cbOidr E m mn, N o

emcqum sn be i d fr cinn ft e orp awdie sM wo dw smmeA , as dhey b
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(A). iU Test Cou s N e ESo& dm

The po.wo- ofe - Uo

It is nwfid ... h my -u !W.M,... NO uke a cnto make a
o OM inc qt Uw an deciu at L ,hick... a SeCorM r

. ... Copom s t voed br, r m - o-- wi my
S o or pola ow i or cusk Ihld t select c dUIM6 for

mny oftheforepain offices,

2 U.S.C. # 441b(a)& Congess med lpF d by its termi calosed m2 c die

-ttf applies to my copoato w a. Any ecpi for closely held s il~i

ci duld hmw to come from somewere other dm de kxt ofte stMs-e. S Aft

Ma7.

(3). A. Exceptbm for CkelygHld CorpwatisWould cCesurary Iofh

The P.paw =W Structure of the Stat

(1). Purp

The Sqwrna Corwt has reCOpgzcd ue Cngess iuended Section 44Ib -to eie -it

Sp Vi epiom of weat amassed by the special ndIip hticnh p wih the

corpa e 1w. omopmn v on shodd am be r--- udi political 'war cbei .' EEC v.

NailRit to Woik Coa ("jW") , 459 U.S 197,207 (1913). Tbe "special

the accu-ation md dSu o of assets," all ofwi c "enhc [co a '] Y to

attract capifaL" Au-sm- v. C bSgn Chamber of Counc, 494 U.S. 652, 65-9 (1990t

Howewr, "these stae-cresed ndvut o mt only almo ctoporaon o play a domniant ole un

the naion's economy, bit [if left wnl kI could] also permit them to use "resources smmed

M the ecnomic n epi"ce' to obtain 'an unfair adva-MMt Mi the political marketplace.'" Id



-qE b d, " 47 9 U.& 231, 257 (t86))L

this dhnw, Coesps woF Seciou 44 b and its p'eMdcerMs 'The statueflect a lsidwe

d o e - _--the wCpO or mucMe r" ic

nedow- kWS 459 U.S &t -I0.

It wadd de th phwpm of Sectio 44lb to read ino it an implied fcqpiin or

closely held cm ims. Such €oiiwtios and their shw des warme pA the some

"Speci advaps" tifd by the Suprme Cowu as pulMcly held copoatis wth MMy

stockoka "Althou some closely held corprton just as some pmdlicy el OM, may

am have -,cum---_d , ip_ amounts of wca they eceive from the Swe the sp-W

baefits conffned by the corpomt sucure and preset the pftaual for d&orting the polc

process." A 494 U.S. at 660-61

(2). Structure

Accordigly, Confess fshioned a stahu aplible both to large and sunll c apMan

With few or many sw old. The Sup Cowt has COWcIized the statne as a

"propliatic .mur4 . acknowled mtt it restcsthe pxlitical actii of

"coparais... -,-tlwut tat fi.mia resources, as well as those more wm -- umrr

NRW . 459 U.S. at 210. Smlmt, i Ajsgn. the COW n ha a Micie ssawa

that was vuumnlyintwi to Smeton 44b "includedl wthn its scope closely held cmpum

that do not possess vast revoisof capital." 494 U.S. at 660.' The teaching of NRWC md

6 "1wh &M& Coat mele tie mmt a tie ft c orqecu. am VgIuIm tht because wse e

to ckdy MM~ hd. iwortim w" ~u~'iu~ vire
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(A). The DO No Sndhine e 441b

WkSecuim 441b hbiny po w or orpiuu rfaing

2 U.S.C. 1 441a, by canL v vmmin vniw m nm d -_ ---of

Wlm on h my be nak by 1er I c i V w1 dw1k II CFL 110,10

-mik dlK Wi& - o uti - m. foi r Feld afic my ode

1195 exp va~ 6 peno d Thei icI reias o by heCw

iodw chifr ndAf's pmel ,inwtw o t he cori .d cx--mq M

imxdby 2 U.S.C # 441a. 1 - hgk of he Sqwcmn Cowt's dwasia -000kvwW

V. 424 US. 1, 51-54 (1976L the d Act's fonr m l m a 's clx

Na 44. 95h C., li Sen 7-71 (1977) (,1d flmf m i I CIJ.

1 110. 101 Tkw is =dn he Ac a at MO of dw regupIi

in my ly puvf M c _q m S 441b f the mc by cm-ih oumumfw Ma

-§ _ _- o ~ mi --- _-- ' "

47 r US as - 7 a I1 awgos.Ci. . imPnan .nisi a
(We W- wkow, n co 4 a. -- S44k" di

to Sd 44k a simSo- c g ML a . Wis

. . u M .bo b is so awp k



A

m~ ~ML.--in m 1 Cm mby Ibrm Itpti I~1 C.P.U

* 110. is mappo0a i 1this cam.

(5)k The C s1 11 .. AU lm HKe An Me Vmmud IPu WIf OMeanag re Rhgudem

Evm if Sectin 110. 10 wre facially apicible to fts such as be thc auuribdi

in this can do so meet the test set forth in that regulato for demeiin Amther fums we

Sact I 10. 1 0(b) provides a twoerong dfintion of -pasonal fis." ft l fWuds

we asset o whic =nder appWicl stae law, at the trme the candidse b ccaes a didcae,

the ci li hms a lega right of access to or control over nd with respect to which die

cmd Id has either leg and rightu title or an equitable insere I C.F.RI f 10.10(b). An

equitable imerest m an asme includes "an ownenhip or pecumary imerest which is moe of

leal tide." Expla and JusficationoMf Re Cocerning a Cuudid e's Use of

Propenty in hIc -es u mle. est,48 Fed Reg 19019,19020 (Apr. 27, 193). The

C-mmsa, in ify definkin of persoml F& pmovided i S 110.10(b) st"

... ()t is d r d te aftma of lng and ngbft" md "eqm"
iwuerest" mu a k be iked with "legal right ofa to or coaWL" The amr
criftno is the samdwd se out in the legi sl omy ofthe 1974 Arens
So 1 u.s.c. # M penamn o h imi vi ofe e-e Wes of pew uml f
by a cmdi&*, Wmociled in hmu v.Valm 424 U.S. 1, 51, 52, n57.

Texas law gv Harrsa as an individual no direct leg right of acc to or Camul

over the assets of Harrim Plopems This conclusi is best demnsaed by E v.

c R - tb pioi m rmvm iar Am& g ni.- bm Tp b imP'nm ortc, nmtm .

ibm in hit 114. mo c P-- oipwraf id MW igizmui
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161 &W. 2d4 1105 (Tex Civ. App. 1942). Ther, succes in inest to peulm uhda

bought subscnions in a colonization company nea the tun of the cewuy sued & I to

quie t ile to, and take p s of, land pucssed by the compny but newr deidb a

dewloped. Plaintiffs conceded that thir claims relied in part on stock certificates tu the

colonizaton company hod issued to the sobscnbers and which plaintiffs now held The cowt

therefore treatetd plaintiffs as stockholders and observed that

Under elemental corporation law, the title to the corporation's propety is
in the coporation, and not in the stOcklrs. The stockholder is in no sem tde
legal owner of the property of the porWaon The stockholder has a nght to his
share of the profits while the cp is a going concem, and to a sme of the
proceeds of its assets, wien sold for distribution case of its dissolution and
winding up. Even then, rights of creditors are superior to those of the
shareholders.

161 S.W. 2d at 1110 (citations omitted). From these principles, the court reasoned that the

stockholders had neither title to the property held by the corporaon nor a right to p of

it. !dat liltI Seealsolnre Lawler 50 B.R. 10, 118(Bankr. N.D. Tex 195)(applying

Texas law recognizes that Harrison has an equitable interest in the assets of Haris

Properties that does not rise to the level of title. Lailr. 50 BR. at 118. Neverthels like the

shareholders in Byey, Harrison has no immediate legal nght as an individual to poss. the

corporate assets - that is, to have access to them or control over them. While he has a 'ri& to

his share of the profits" during the life of the business and a night to the assets remaining after

liquidation, 161 SW. 2d at 1110, he cannot even exercise those nights %ithout first taking action

in his capacity as officer and director to declare a dividend or to liquidate the cor t In

S As Harrison poimed out in response to the reason to beIie-e finding he "could have received the -ine
nxmeys from Harnson Properties in the form of salary or bonus, or by declarmg a dividend, or by um my sock a
(Footnote continued on next page)
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cwcchiwe coatro ova rb Hiimopeities' ses mnd have discretion uinder its lo4a a n

afts aith*S -i-e)l do cw i -id. inh d pynf an moe loa." I Ws

"excmW j comml" is not an' diA obut n a cowpo see offier md in tdot apcyMY

-ce io or -oma a ovr e c aqpome uses could onily be P icercise d for the use and beei of

da opoaiom .wmiw y t lth" between his equitab nrst and awces to or con&ro

over the copa p asets c t dby the Coission4. , a at 13, is absent her.'

Accordingl, wi repect oo the S50,000 kum daWe August 14,1993, thee is probae

cause to believe dw Edwud CasE Harrison, E.C. Harrison Properties,- Inc., and Friends of Ed

Hanrsu and Pau Jomo, n tamer violatd 21 US.C. I 441b(a)."

3. Use of Corpoat Fac"n

l-lvrison ac knldpd in -cap a a ro the complaint i this mawle that he wrote a leter

to the Oak of due U.S. Howe of R preseafivs, daWe July 1, 1993, admitting dwt the

Conumae Phad and the -a P@m oflrw Hoop-tie as its legal ad krms% and had placed that

the cw al for a~ MAIn At Ims with rep to AdP he a &va prio to We cumodmdcy or
-sn bs mck n afsseW Sw a ban low w do s dqe dw Thee we a v~d ofwarys awM IjM.

COW b iAJN10 IIu~I Wl~n het Wom SW -cip P wpmin e wm of thms ocwred bom

0 M u.O it is no AMan'o -5 sss Gd*mhukW conrer as Car The po= he usf
be bwune m w comnym byhis we sovs A metiond a tohesem Thy wodd appwo to be

~I§ pusi ad in-po- as ubb -w thel wbyIhws me*Wid a Iuiu hes wife n
dromimm Ewmi Motwooa(t a &umuu 4d ~povmzIto Hur s pnmidK he wouM gM
cumvse 'eodusi cooel only i-d th e ii md s a an 4WWaa

Is Twictinnowym, ft Q1 C m Ihnim I Ak I'm tseo hbek th cloud hed c-pa r ic a
picpiy co-nl by codo if s-e Sci 44b. isssmomsa to she peed hem. In MUR 3119, the

iadwbao itd #M~kOUSW k a ofps .,1ch d omi 55 pem c~de sock. wd.i
~m 13~ e -~ tohi pi The' ~sIjY rOPnItkC o1h0400~ia. The

~ p k iw~ue~ wpw m ad cmmsfte violted, Wak v-u
prov-sunolSsce 44)b. 5 a IR nW3191, she d &ew S2.OOOfrom heeqwly ma cnlpiicm
dt wa wholy aoand by Ihi d bitv a mits books, di exowo rconrd Pd the equity draws n ioms to the
oiie The C m n ~ 'n Jind mIMPcm to bew thei the loes violuMe Section 441b,



w
som adm ProAN sa eehn ~w m ocim res md l .

included with de letter an ame n to the Commitee's ame sorf im t

ne aubdrn ThItlern pid on Ilteha g lied a w calm lephon mium.

Ftherm the C ebegan paying ren to "Buddy &loahan" at 515 N. Coder Ridge

Su&i 9, Dumcwulle, Texas 75116, in July 1993, shortly after sding the letter stating tW it

would no longer we the corporate ddrss. Ts, the Committee changed its address

ao mafely eight months before the March 8, 1994 primary election, and only used the

corporat addren for two or three months, during which, Harison claimed, there was little

campaign activity. In response to the complaint and the reason to believe finding. Harison

asserted do "[the listing of the telephone number and post office box did not result in anythng

more than an incidental use of corporate facilities," and that he "did not realize that the minor

use I made of my corporate facilities in the early staes of the campaign could be improper."

Nevertheless, the use of the corporate address and phone number consituftd a cor por

contubo The cotinuous use of the corporation's post office box and telephone by the

Commiee for a pmod of two or three months is far more than the hour-per-wek or four-hour-

per-month "incidental standard of I 1 C.F.R. § 114.9(aXiii). The short duration and carly

corective action nmay mitigate, but do not writiat, the violation. Therefore, wth respe to the

use of corporate facilities, there is probable cause to believe that Edward Carl Harrison, E.C.

Harrison Properties, Inc., and Friends of Ed Harrison and Paul Johnson, as treasurer, violated

2 U.S.C. J 4lb(a).

IL GENERJL COIJNSEL'S RECOMMENDATIONS

1. Find probabl cam to believe that Friends of Ed Harrison and Paul Johnson, as
treasurer, violated 2 U.S.C. §j 434(b) and 44 1b(a).
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14 Ind Croek J 2 a
DeS, TX 75115I$

June 17, 199

Lawre.ce A NoWl
Gema CoPned
Federal DedsmCmwo
999 E Street N.W.
Wasb*gtoc, D.C 20463

RE: MUR 3951

Dear Mr. Noble:

I received a brie containing your to the Federal Election
Commissto rearding MUR 3951 on Friday, June 7. Ac-dIg to your lter, I
have 15 days to fo at and file a respe se brief pg to this matter.

I would like to request an extenso to Monday, July 15, 1996 In f1g my
responsive brief in order to properly respond to yowr findh g Other business has
kept me quite busy in the last few days, placing great time comtraits on my ability
to respond to the matter at hand. Additiod time to respond would be very helpM
in this endeavor.

SIESdy,

Edr



FEDERAL ELECTION COMMISSION
WASHGUITON. D.C.0

June 25, 1996

Mr. Edward C. Hwriso
1314 Indian Creek
DeSoto, Texas 75115

RE: MUR 3951
Edwwd Car rTisom
Frind of Ed Harisom and
Paw Johon, as Vea
E.C. Ha ison Pf, owerti, Inc.

Dear Mr. Harrison:

This is in resp am to )yWo dat d tm 17, 1996, Mich w reeived on Jm 24,
1996, requestin a etmmiom mil JMy 15, 1996 1* rpm dw emn Come'S B, in
the above-referaeced . AM w oondumiq th_-: c -romm .,- pmed inm you later, t
Office of the Genel Casel g he requetd ewmim.

We not teinow thoush your 1 w hmd Jm 17, 1996, it wa m rectived by
until the date your mpme b lm wie wud hav ber dae. Beam youb imed
your lett mo five day bAt eft d , deftWs Office hd ext uion.
However, you shmuld ber in mind e ocuiAml w offtnmm m eil nmmMi that your
responsive brief is latr ti M d f 3 of Cymni n than the
close of business, Eastem time, Mondmy, July 15, 1996.

If you have any qutios please c rt me at (202) 219-3690.

S.

Ce"NOVabor ~Coumians k* Am*wswy

TCO MND



Juy 129,1996

Lawresce AL nebl
Genm"a Ceu
Fedal Deeds Comlsl
999 L, Street N.W.

WahgtmD 260

ME: MMR 351

Dear Mr. Noble

Ondosed is my repnlebrief In the matter of MUR 3951. Should you have any

qustos please fl free to calL
4-

Ed Hars.

117
zi;~ om

r%) 
V

::
~ __



1Crek
DdSg., TX 75115

July 12, 19%

The Honorable Lee Arm Elliott
Chairman
Federal Election Commission
Washington. D.C. 20463

RE: MUR 3951
Edward Carl Haison
Friends of Ed Harison and

Paul Johnson, as treasurer
E.C. Harrison Propertiesk, Inc.

Dear Chairman Elliott:

This is the response of the parties listed above ("Repondens") to the brief of the Office

of General Counsel in this m.ner For the reaons discussed below, the Responde believe that

the Commission should find no probable cause and disniss this mater.

This complaint was filed by my opponent in the midst of the hard-fought 1994 general

election.

At issue is the General Commsel's absolutist reading of 2 U.S.C.

441 b that refuses to recognie the facts of individual cases. This is placing form over

substance and is: (1) an incorect reading of the law and (2) a public policy



4W O fte MISC stwsd otbeciv to exeit Its prseutorial

dasr0" ovw *m N wiw td be pumo

M1e O ag C dars befa toac on a technical reporft violaion and notes th

the commietee "took cmctive aton when contacted by RAD" and the limited use at the st of

the camp of c a facilities that was corrected once the campaign realized its error.

Respondents ask that the Commission take no further action on these issues.

FACTS

This romplint concerns my relationship with E.C. Harison Properties. Inc., a Texas

corporation of which I have owned 100 percent of the outstanding stock since 1984 and have

been president since at least 1986. I am the only person employed by the corporation. My wife

is an officer of the cot rpoi, and she and I we its sole directors.

As the Gea Consel's brief notes, the board (which consists ofjust my wife and me)

maages the corpordio and exerises all "powers of the corporation." Under Texas law. this

includes the power to lend money to. and otherwise assist, the corporation's employees, officers,

and directors My couqmnys bylaws vest in me as presiden the powers and duties of the office

and the charge o see that all orders and resolutions of the Board of Directors are in effect.

In other words, pursuant to Texas law. it is my company, and I am the sole owner of its

assets and have exclusive control over them. The corporate bylaws allow me, as the sole

stockholder, to borrow from the corporation. I have done so on other occasions since 1986. The

loan at issue here was executed between me and Harrison Properties in the same ordinary course



of business that my oder lows from Harrison Properties have been executed, and incld a

commercially reasonable rate of interest

DISCUSSION

There is no dispute that the funds involved were ones to which I was entitled. As the

General Counsel's brief states:

As Harrison pointed out in response to the reason to believe finding, he 'could have
received the same moneys from Harrison Properties in the form of salary or bonus, or by
declaring a dividend, or by using my stock in the company as collateral for a bank loan.'
At least with respect to declaring a dividend prior to his candidacy or using his stock as
collateral for a bank loan. we do not dispute this. There are a number of ways in which
Harrison could pemissibly employed his equitable interest for ra t but
none of them occurred here.

Brief of the General Counsel at 14 n.9 (emphasis supplied). Therefore, at most, the General

Counsel is arguing that I did not engage in each ministerial act that was necessary for me to

obtain these funds.

This concession by the General Counsel. buried in a footnote, demonstrates th&t, at wore

any violation is form over substance. Yet. as detailed below, the General Counsel asks the

Commission to adopt an absolutist, unbending position for purposes of 2 U.S.C. § 441b. This

assertion. which would back the Commission into a very difficult comer for future matters, is

unsupported by the case law. by Texas law and by a reasonable person. common sense, public

policy' analysis.

This would appear to be a case of fist impression for the Commission. The MURs cited
in the General Counsel's brief all involve corporations with more than one shareholder, and
therefore are not applicable to this situation. See Brief of the General Counsel at p. 14, n. 11. It
is also worth noting that the General Counsel's probable cause brief does not even refer to MUR
3228. upon which the Ceneral Counsel's reason to believe brief relied extensively.



4

A. The HelMp of the UuiOd States Supreme Court Make Char That the Reauas
Suppertiog 2 U.S.C. 1 441b Are Net Iumat for H i Pmo mwdL

The pwvmn of the Unifd Sttes Supreme Courts decisim upladi ban tohne

of corpome finds in elections is the comrupt influence in politics that can come from the

aggeaion of mamve amounts of coporq e wealth and the injustices that can occur to the

stockholders of a company who do not agree with corporate management's spending in politics.'

These factors are not present in this case involving Harrison Properties, a company owned and

operated by just one person.

As for the stockholder. I can assure the Commission that he is in agreement with all

corporate managemns decisions.

The possibility of corruption is not present either. For example, Austin v. Michigan

Chwamber of Commerce. 494 U.S. 652 (1990), relied on by the General Counsel, upheld a state

law prohibiting corporate expenditures for individual candidates. The Court (and the General

Counsel) cited a corporation's various advantages in accumulating wealth and said these should

not be used to help a corporation amass wealth to obtain "an unfair advantage in the political

marketplace." Austin at 659 (qwting Massachusetts Citizens for Lffie, 479 U.S. 238. 257

(1986)); Genera Counsel's Brief at 9-10. But that is not this case here. It is one thing to prevent

"the corrosive and distorting effects of immense aggregations of wealth that accumulated with

the help of the corporate form and have little or no correlation to the public's support for the

corporation's political ideas." Austin at 660. But that is = the case here. Here. as the General

: E.G., Buckley v. Valeo, 424 U.S. 1 (1976); First National Bank of Boston v. Bellotti, 435
U.S. 765, 776(1978); FEC v. National Right to Work Committee, 459 U.S. 197 (1982); FECv.
Massachusetts Citizens for Life, 479 U.S. 238 (1986); Austin v. Michigan Chamber of
Commerce. 494 U.S. 652 (1990).

.- : -S ll ., .. 5 i



Counel ages, we we tulking about fuids to which I wa etnded under the atmnetme of my

corporation.

Furthemo, the holding of MCFL commad'it the General Counsers absoluist F do

that all corporations ae treated alike for purposes of 2 U.S.C. § 441 b. Despite the mispa

attempts of the General Counsel's Brief at n.7. MCFL demonstrates that not all corpratn ae

treated alike for purposes of 2 U.S.C. § 441b. The Court ruled that corporations like MCFL did

have to be treated differently from large publicly-traded corporations. or else the statute was

unconstitutional as applied.

The General Counsel's reliance, at p. 9, on FEC v National Right to Work Coam. 459

U.S. 197 (1983) is similarly misplaced. The Court's opinion addresses corporate wealth that is

amassed and converted into political warchests. This would be applicable if Harrison P ie

was using its corporate resources to influence elections. That is not the case here, where the

issue is whether I was entitled to this money. The answer, as the General Counsel concedes a ML

9. is yes. Indeed, this inherent contradiction in the General Counsel's position is furhe

illustrated by comparing two sections of its brief.

On page 9. the Brief cites Austin: "[Tihese state-created advantages not only allow

corporations to play a dominant role in the nation's economy. but ...also permit them to use

Iresources amassed in the economic marketplace' to obtain 'an unfair advantage in the political

marketplace.'" !d at 658-59. Yet the Brief at 13. n.9 agrees that I could have "received the sme

moneys [in question] from Harrison Properties in the form of salary or bonus, or by declaring a

dividend or by using my stock in the company as collateral for a bank loan."



In deciing this mer, the Connhuion must be aware of this basic Wot!iction The

finds at issue here ae, as all parties agree, mneys to which I mu entld, It is iRuNW it and

unjust, to then be punished on the grounds they we impensible aggregtions of c orate

wealth used to obtain an unfair advantage in the political marketplace.

L The Funds at Issue Were Personal Funds of Harrison

The General Counsel's Brief fails to address the argments set forth in my reason to

believe brief concerning why these funds are my personal fimds and permissible under I I C.F.R.

§ 1 10.10. All the fmds I put into the campaign were personal funds. In ieaching its conclusion.

the General Counsel fails to address the plain wording of 11 C.F.RK § 110.10 (b) and the structure

and bylaws of Harrison Properties and my relationship to it.

It is mystifying how the General Counsel can concede, as the Brief does at n.9. that I

could have received the %ery funds at issue by taking one more ministerial step, and then argue

these are not my personal funds. Their assertion is contradicted by Section I10.10(a) of the

Commission's Regulations. which states that candidates tor federal office may make unlimited

expendtumres to aid their candidacies from "personal funds".

Personal funds are defined in I I C.F.R § I10.10(b) as:

(1) Any assets which, under applicable state law, at the time he or she became a
candidate, the candidate had legal right of access to or control over, and with respect
to which the candidate had either:

(i) Legal and rightful title, or

(ii) An equitable interest.

(2) Salary and other earned income from bona fide employment.



In my cme, all the fuds in ved l under tis fl own 100 pauent of the

company's outsmding stock, mhe a p s anp lo bae bm the Preide sin e at least

1986, mid hav been an offir and diretior snce 1913. It is beyond dispue tht I hMve exclusive

control ove Harrison Propeties' asses and have discretion un its bylaws to sell assets,

witWraw moneys, declare dividends, m payments and make loans In other words, under any

conceivable definition. I have legal and rightful title to all the assets of the corporation. and an

equitable interest in it uider Texas law.

In 1992 and 1993.1 received, as I have every yew, a salmy and bonus from the

corporation. In addition, consistent with the bylaws of Harrison Properties, I received a $50.000

personal loan from Harison ProprtiG s on August 14. 1993. (The Dunn & Bradstreet report

attached to the original complaint shows over $150.000 in retained earnings by Harrison

Properties at the time I borrowed these funds).

The General Counsel's Brief does !ot address the fact that I hav received loans from

Harrison Properties on other occsin L U na I I C.F.R § 116.3. In other words, I have

borrowed money m the same manner as I did for the August 14, 1993 loan at issue here. On

September 14. 1993. using my personal asset I loaned my campaign committee $50.000. A

proper loan document calling for the usual and normal interst rate (8% at the time) was

executed- with repayment by the campaign required by August 14. 1994. The loan was repaid by

me to Harrison Properties on April 15. 1994.

Since. as the General Counsel seems to agree. Harrison Properties' assets are my

equitable interest in an asset I own totally, I believe that the money I loaned to my campaign was

my money. These funds were in my personal account at the time of the loan; this was my



mM. This isc W uwith I I C.F.R. §10.10. S a uckle L.Vl. 424 U.S.1, 51-53

(1976).

However, assming for the sake of argument the General Consel's position that si I

was a candidate, any loan I received (whether or not in the same manner as I had received them

before from Harrison Properties) could only be as an agent of the campaign, then this transaction

still comports with II C.F.R. § I 10.10. The Commission's Explanation and Justification

accompanying a 1983 change to the Regulation stipulates that the term "equitable interest"

applies to "an ownership or pecuniary interest that is not one of legal title" and that an equitable

interest must be "linked with 'legal right of access to or control over.'" 48 Fed. Reg. 19020

(1983). This definition and explanation fits my situation since section 110. 10 plainly states that

"personal funds" are any assets %ich the candidate has control over and an equitable interest in.

That is what I have over Harrison Properties' assets.

The flaw in the General Counsel's Brief is that it does not dispute my right to the funds,

this matter is rather over the form I used to get the money out of the corporation I own totally.

The corporation did not loan the campaign money. The corporation loaned me money, as it has

on other occasions. There was nothing improper about this time, either. These were personal

funds over which I had a legal right of access and control (as evidenced by the fact the

corporation loaned me money in 1993 and previously) and over which I had an equitable interest.

In other words. I used my personal assets from my personal bank account to help my campaign.

That is permitted under the Act and the Regulations.

In attempting to make the argument that these funds were not really my funds, the

General Counsel relies on a 1942 Texas case concerning a corporation with multiple shareholders



tying to enform a clalm from the turn of the century. The cas is not applicable to the situation

of Harrison Proe lpie- with its one shareholder and a pattern and practice of making loans to that

sireholder. The f&ats that in my case, despite the Geeal Counsel's statement to the

contrary at 13, the assets at issue are totally mine, either as an individual or as an officer or

director.

Texas law supports my position. Although not cited by the General Counsel, the Texas

Business Corporation Act ("Act") states, under the same section the General Counsel cites. that

directors can "make and alter bylaws, not inconsistent with its articles of incorporation or with

the laws of this state. for the administration and regulation of the corporation." Article 2.02 (13)

of the Act. As the sole owner and director of Harrison Properties, I exercised my right under

Texas law to create bylaws that agreed with my managing style for this corporation. According

to Article 2.23 of the Act, "the [company] bylaws may contain any provision for the regulation

and management of the officers of the corporation not inconsistent with the law or articles of

inc ion." Article 2.23 of the Act (emphasis added). Accordingly, what I did here was

permissible under state law and the bylaws of Harrison Properties.

The General Counsel further relies on a case that has no bearing on this matter. The case.

Lawler v. Lomas & Nettleton Financial Corp., 50 B.R. 110 (Bankr. N.D. Tex. 1985), supports

well founded corporate doctrine that a corporation and the owner of that corporation are distinct,

separate entities. As a matter of law. I am separate and distinct from Harrison Properties, Inc.

But the bylaws of the company permit me as the sole owner to utilize funds as they were here,

and have been on several other occasions.



The Genul Coumsel's position that my "access to control over the co pat &uBs could

only be exercised for the use and benefit of the corporation" is not on with Tams

corporate law. The bylaws permit me to do what I did in this case.

Moreover, the General Counsel, in a footnote on p. 14, cited two MURs that we not

factually relevant to this proceeding. Both MUR 3119 and MUR 3191 deal exclusively with

individuals who share ownership with others in a closely held corporate entity. The individuals

in those proceedings did not have complete legal rights to or undisputed unlimited am to

corporate funds, as I do with Harrison Properties. Other parties in those MURs were involved in

ownership and control.

Therefore. I contend that this transaction comports with the law of the State of Texas, and

11 C.F.R. § 110.10 (b).

CONCLUSION

For the foregoing reasons, Respondents request that the Commission vote to find no

probable cause in this matter.

The above statements are true and correct to the best of my knowledge, i nft1 iand

belief.

Respectfully su

Ed arn

Subscribed and Sworn before me this 1-2- day of July 1996.

My Commission Expires: ,2 -,2-cc

BRENOA I. KIEttfz ___T



DFRETHE FEERAL ELECION COMMIU bS 2. Ps '

In die mattr of

Edwaid Cut Hmison
)

Friends of Ed Harrison ) MUR 3951
and Pad Joimon, as treasurer )

)
E. C. Harrison Properties, Inc. ))

GENERAL COUNSEL'S REPORT

1. ilA-'O ND

This matter was generated by a complaint filed by Kenneth H. Molberg. On June 6,

1995, the Commission found reason to believe that Ed Harrison for Congress Committee and

Paul Johnson, as treasurer ("the Committee") violated 2 U.S.C. §§ 434(bX2) and 441b(a), and

that Edward Carl Harrison and E.C. Harrison Properties, Inc. ("Harrison Propetfies") violated

2 U.S.C. § 441b(a).' The Office of the General Counsel conducted an M sigtio pwxsumu to

2 U.S.C. § 437g(aX2).

On December 14, 1995, the Commission rejected the R ondent' request to take no

further action and entered into conciliation with the Respondents prior to a finding of probable

cause to believe.

Pursw to 2 U.S.C.

On April 29, 1996, the Commission received from the Committee by fat-claw mail a letter, previously
trumnittd by fimsiie to the Clerk of the House of Representatives, in which the Commime advied fta it wa
changing is =me to Friends of Ed Harrison. Johnson remains the Committee's treer.

I thdis report, the Committee, Haion Propatie and Harrison permmily we feid collectively n
"the Rssponde.a" For the Commission's information, Harrison Properties has net eeced "Subchapter S" tax
status under the nternal Revenue Code. MUR 3951, General Counsel's Report, November 27,1995, at 3.



5 437va)(3 ths Offiwe ubmittd to, FAsmduts a briefdidedw5,19W hh dm

as "General Counsel's Brief'). In the brief, this Office rommended tha the Conmion fni

Scm to beieve tht the Cmmittee violated 2 U.S.C. i 434(b) and 44lb(a WOW

Harrison and Harson Propet!ies violated 2 U.S.C. § 441b(a). After receiving an extension of

time to respond, Hudson, on behalf of all the Respondents, submitted a resposive brief dated

July 12, 1996 (hereinafter cited as "Respondents' Brief").

This report analyzes the arguments presented in the Respondents' brief, renews the

recem M-5 made in this Office's brief, and recommends approval of a proposed

conciliation agreement

H. ANALYSIS

(General Counsel's Brief dated June 5, 1996 incorporated herein by reference).

A. Rlisreql Violtion snd Ilse of Coan r,_tE& F kd

Respondents do not contest that the Committee violated 2 U.S.C. § 434(b) by failing to

completely report loans it received from Harrison, as described in this Office's brief. Nor do

they directly contest that Respondents violated 2 U.S.C. § 441b(a) when the Committee used

Harrison Properties" post office box and telephone as its own in the early weeks of the

Committee's existence. However, they request that the Commission take no further action with

respect to these violations. Respondents' Brief at 2.

The Commission rejected the Respondents' request for no further action last December,

and Respondents' brief provides no new information that would justify taking no further action.



B. CuwMemC.3kihuIlin

Respondents contend that the $50,000 loan from Harrison Properties to the Committee

through Hmson was not a corporate contribution. Distilled, their argument amounts to the

following: Section 441 b(a) does not apply because the funds at issue were Harrison's personal

fimds; and the fiuds at issue were Harison's personal funds because he had plenary control over

the corpote assets, derived from his status as owner of 100 percent of the corporation's stock.

There are a number of flaws with this reasoning.

First, Respondents' failure to coest liability concerning the Committee's use of

corporate facilities undercuts their argument with respect to the corporate loan. If all of Harison

Properties' assets we arison's personal property to use as he wished, the Committee's ue of

Harrison Properties' telephone number and mailing address would not have violated the law.

Yet, Respondents essentially concede that the Committee's use of corporate facilities amounted

to a prohibited corporate contribution. Respondents offer no theory under which the law permits

the use of a corpor1io's money by a candidate's committee while prohibiting the use

of the same c on's facilities by the same authorized committee.

Second, Repodet do not address the explanation in this Office's brief that the

definition of personal funds at 11 C.F.R. § 110.1O(b) should not be read to detract from Section

44ib's bright-line pro ibition of corporate contributions. General Counsel's Brief at 11-12.

Nor do they argue that Section 441b is inapplicable to them either by its terms or by its stmueure.



I twoisadr s f th i I±liy of Sectin 44b hing e r "p m

funds" argument. They contend that in this matter, there is no risk that "u a g

of wath =ansed by the special advatages which go with the corporate form of

[will) be converted into political 'war chests.'" Se Respondents' Brief at 5 (criticizing reliance

of General Counsel's brief on quoted passage from FEC v. Nat'l. Right to Work Comm-

("N&W"), 459 U.S. 197, 207 (1983)). However, they concede that "[tlhis [rationale) would be

applicable if Harrison Properties was using corporate resources to influence elections."

Respondents' Brief at 5. Harrison then argues that Harrison Properties was not "using corporate

resources to influence elections" because "I was entitled to this money." Id. Thus, Respondents

implicitly concede that if their personal funds argument falls, their entire argument falls.

In their personal funds argument, Respondents give virtually no weight to Texas law

holding that shareholders have no immediate legal right a individuals to access to or control

over corporate assets. See auerally General Counsel's Brief at 12-13 (discussing Byely v.

Cu=., 161 S.W.2d 1105 (Tex. Civ. App. 1942)). While they do not contest this general rule,

they assert that it "is not applicable to the situation of Harrison Properties, with its one

shareholder and a pattern and practice of making loans to that shareholder." Respondents' Brief

at 9. But in support of this assertion, Respondents cite only general provisions of the Texas

Business Corporation Act regarding the writing and adoption of corporate bylaws. Ld. Nothing

in the cited provisions would appear to create a "sole shareholder" exception to the rule stated in

Bycrlx, and Respondent cite no Texas cases that would do so either.

Indeed, a more recent Texas case, without citing Byrly, reaffirms its rule with respect to

sole shareholder corporations. In El T. Mexican Restaurants v. Bacon. 921 S.W.2d 247 (Tex. Ct.

App. 1995), the sole shreholder of an incorporated insurance agency that had lost its corporate



chw IrtMhlo pay b taxes sued one of his Mum u for back imh The

shareholder "argue[d] that, as sole shareholder, he ownled] the cause of action. This is not the

cue. Aibmgh [e sole smaholder owns aU the stock in the... copomin, the corpoli

itefholds all the =sets, including the cause of action." 921 S.W.2d at 251 (citation omitted).

The court held that the sareholder had a cause of action only as a representative of the dormant

corporation, not in his individual capacity. Because the shareholder had sued only in his

individual capacity, the court held, the suit should have been dismissed. Id. at 251, 254- Thus,

the equitable interest held by the sole shareholder of a Texas corporation does not give the

sarholder., as an individual, any legal "control" over the corporate assets. Without a legal right

of access to or control over the assets that flows from the equitable interest, the assets cannot be

the shareholder's "personal funds" as defined at 11 C.F.R. § 110.10(b).

Respondents make much of footnote 9 of this Office's brief. Respondents' Brief at 3

(quoting General Counsel's Brief at 14 n.9). Harrison asserts that footnote 9 amounts to a

cby this Office that "there is no dispute that the funds involved were ones to which I

was entitled." enis' Brief at 3. No such concession has been made. However, it is easy

to see how Harrison could reach this conclusion, because later in his brief he argues that

"Harrison Properties' assets are my equitable interest in an asset I own totally." Id. at 7.

The equation of "Harrison Properties' assets" with "my equitable interest" is, of course,

the critical error that permeates Harrison's entire argument. Instead, as demonstrated in this

Office's brief and again immediately mim under Texas law Harrison Properties' assets are one

thing and Harison's equitable interest in them, which has its tangible representation in his shares

of stock in the corporation, is quite another. All footnote 9 of this Office's brief says is that if

Harrison can convert his equitable interest - i.e., his shares of stock - into cash, using the



-6-

afl -a- T (w -o m (mwch as puting up sha es a col al for a bmk lom) e is

peit, for purposes of the Fedea Elction Cmpaign Act, to use the funds thus geP1na-d in

a way tha he is not pemitted to use fuads taken suaigM from the carpat treamy. Far flm

being "form over mubstance" RespondeW' Brief at 1, this is a critical distinction: at law, the

former is his money and the Ite is not Because the funds at issue in this matter were the usets

of the corporation, rather than being derived from Harrison's equitable interest, they were not

"personal funds" within the meaning of the regulation, and Respondents' entire argwe falls. 2

Thus, there is probable cause to believe that all Respondents violated 2 U.S.C. § 441 b(a).

111. CONil.I&TION AGREEMENT AND CWH PENALTY

This Office recommends that the Commission approve the attahed proposed conciliation

agreement

2 Moreover, because Harrison's sus as sole shareholder gives hin no greer legal right of access to or

control over the corporae assets under Texas law, Respondents' attnempts to distinguish MURs 3119 and 3191 on
the same besis are unavailing.



IV. I-w -v - '

I. Fima dubI e m beiee tI Frk oiEdIIn anad Pd Joluus o
tvemnur, violed 2 U.S.C. If 434(b) mad 441b(a).

2. Find v robie crm to believ n Edwwd Cii l Hurisou wd -C. H lis
Properi Inc. vold 2 US.C. i 441b(a)

3. AppgOW&Cd~gaaacId proposed ronr: f--: mpmU-



4. Appmmwt-wupAr"MeletIws.

lAwam At Noble
Gr Counni

Attarmnt:

I. Proposed Conciliation Agrement

Staff Assigned: Lawreme L. Calvert Jr.

A :<

f /I11fl



M 1A kq TIW cclMzuzow

In the Matter of

indard Carl msrrisonu
Fr eis of id Narrisom and
Paul Jos, a teasues

X.C. & Properts.,Inc.

M 3951

1, Marjorie m. z s, Secretary of the Federal Election

Camission, do hereby certify that on August 14, 1996. the

Co missin decided by a vote of 5-0 to take the following

actions in MM 3951:

1. Wind probable caue to belIeve that F s
of d Barrim and Paul l , an
tre-rr, violated 2 U.S.C. II 434(b) and
441b(a).

2. Find probable cause to believe that B~mrd
Carl arrimm and Z.C. Narrisn Proper.es,
Inc. violated 2 U.S.C. I 441b(a).

3. Approve the propoed conciliation agremut,
as mc 04 in the one Counsel'a
Rqport dated August 9o 1996.

(continued)



Federal Ziection Commmission Page 2
Certification for XWR 39S1
August 14, 1996

4. Approve the aprpriato letters, as
rec d -- in the GIMral Coumsel' s Report
dated August 9, 1996.

Comissioners Aikens, Elliott, McDonsd, Mcarry, and

Thema voted affirmatively for the decision.

Attest:

Date onie W. Imus
Secrem of the Commission

Received in the Secretariat: friday, Aug. 09, 1996 2:56 p.m.
Circulated to the Comission: Monday, Aug. 12, 1996 11:00 a.m.
Deadline for vote: Thurs., Aug. 1S, 1996 4:00 p.m.

bjr



FEDERAL ELECTION COMMISSION
W^SHWQION. 0C 043

August 19, 1996

BY FACSIMIM AND V -CRS MAIL

Mr. Edward C. Hamiso
1314 Ihian Creek
DeSoto. Texas 75115

RE: MUR 3951
Edward Car Harrison
Friends of Ed Harrison and
Paul Johnson, as treasur
E.C. Harrison Properties, Inc.

Dear Mr. Harrison

On Augep 14, 1996, the Federal Election Cmmission found that there is probe came
to believe tle FRmi Ed H iswn (the Commitne") m Pad Johmu, astrcaswa, violated
2 U.S.C. §§ 434(b) md 441b(a),r v of the Fedad Electionf C g Actof 1971,as
amended, in ca =-iF with a v icorreict repaing of oms received by the Committee from
you, and in camp ctim wih the racei of illea corporae contritiom n The Commission al o
found that he is e caus to believe tht both you pesolly and E.C. Harrison
Propeties, . 6oa2 U.c. § 441b(a) in com tion withthe o rorat conuion.

The ho m a duty to attempt to correct snch violations for a period of 30 to
90 days by infoand d ds of conferce, conciliation, and persuasio, and by entering into a
conciliation agre mt with a responet If we we unable to reach an agreement during that

period, the C -mmi m may institute a civil suit in United States District Court and seek
pa.ment of a civil ainy.

Enclosed is a coniliation agreemet that the Commission has approved in settlement of
this maner. If you ieP with the provisions of the enclosd agreement, please sign and return it,
along with the civil pty, to the Commission within ten days. I will then recotmmend that the
Commission accept th algem. Please make the check for the civil penalty payable to the
Federal Election C .mmi a.

~f4~



Edwd C. HwIdM
Par 2

MYO ym S w- -pf~so g~m for changes in the enclosed coaecucliadi=
agoePut or Ifyou wli atm p a meeting in connection with a mutually -*iPfclo

oaidliaion ape , piem coact .rence L. Calvet Jr., The attrney assigned so this

nmae, at (202) 219-3690 or (300) 424-9530.

Sincerely,

Iawrence M. Noble
General Counsel

Enclosme
Conciliation Arement

'NI
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In the nimtr of

Edward Cad Haribm ). u~
)

Friens of Ed EHusm ) MUR OCT 9 96
and Paul Johnson, asriww

)
E.C. Hario Perties Inc. )

GENERAL COUNSEL'S REPORT

L RACKGROMD

This matter involves crbatiom to a cundidwe's principa cuq mg U I made

in violation of 2 U.S.C. § 441 b(a) by a cortpxaon wholly owned by the cmdidae. It also

involves violations of 2 U.S.C. § 434(b) arising from incomple o by the romuittee of

several loans received from the candidate.

On August 14,1996, the C omision found proba cae to believe dt Friends of Ed

Harrison and Paul Johnsm, as trmmer ( Committee") violbed 2 US.C. fj 434(b) amd

441 b(a), and that E.C. Harrison PrpeG s Inc. ("Ha Propeis") and Edvad Car

Harrison violated 2 U.S.C. § 44 1b(a). On the same date, the -n appmved apopse

coniliation agreme-t, directed to all Respondents jointly and severally



0
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appov the proposed conciliation p -I at At 2.

Moreover, we a wm iJ that the Commission authoriz this Offc to sue all - for



u1 in U.& Dbiict C Wow tbyR *S wL

M.

Approve the proposed conciliation apgc e11 at Attahmet 2.

Authorize the Office of General Counsel to file a civil suit for relief in United States
District Court against Edwmnd Cad Harrison, Friends of Ed Harison and Paul Johnson, as
treasurr, and E.C. Harrison Properaie, Inc., if respondens do not sign and submit the proposed
conciliation agreement at Atmcrnment 2 within ten days of receipt.

Approve the appopiae letter.

/

Date I

/

/ 11
Iwec Xt Noble

Guwne CueI

Staff assigned: Lawrence L. Calvert Jr.

Attachments:

Proposed conciliation agreement

19 R*11)kvO lkv# I AI'L'I ITA I (01Zq



ZEN- EA OCr CWWZaow

in the Mattr of
) U 3951

Edward Carl Ewrisong )
Friends of 3d Harrison and )
Paul Job ason, a treasueri )

3. C. ari-smon Proeies, Inc.)

1, Marjorie W. Roms, recording secretary for the

Federal lection Cimission executive sessicn an October 29.

1996, do hereby certify that the Comission decided by a

vote of 4-0 to take the following actions in NDR 3951:

Izpove the proposed conciliation
agzemnt at Attac.met 2 to the

eal Counsel's October 23, 1996
report.

authorize the Office of General Counsel
to file a civil suit for relief in
United States District Court agaist
Edward Carl Harrison., Friends of 3d
Harrison and Paul Johnson, as treasurer
and E.C. Harrison Propeies Inc., if
respondents do not sign and sueit the
proposed conciliation agreint at
Attmc ment 2 of the General Comsel's
October 23, 1996 report wLthin ten days
of receipt.

(continued)



Federal Xlection Cemission
Certification for WUM 3951
October 29, 1996

Page 2

Approve the appropriate letter as
recomiedin the general Counsel' a

October 23, 1996 report.

Coissioners Aikens, Zlliott, McDonald, and !homs

voted affirmatively for the decision. Commissioner

Mcoarry was not present at the time of the vote.

Attest:

Date
Secretary of the Cmission



FEDERAL ELECTION COMMISSION
WASH"GOI. D.C. n

Novub4,1996

BY FASIAMhA AND EM 13-&W MAL

Mr. Edward C. Harison
1314 Indian Creek
DeSoto, Texas 75115

RE: MIJR 3951
Edwud Cad Harrison
Friends of Ed Harrison
md Pad Johnson, as treasurer
EC. H=Lrson PipitW, n.

Dear Mr. Harrison:

This letter is to confirm th Fedmd Electi Com ios receipt ofpthe p d
conciliation a d on bedlf of you= Fim o(Ed Ikrison mid Paul
Johnson, as treasmer ("Cte Camnitve"), and E.C. Huriom Psepub. im (Irise.
Properties") on Ocober 17, 1996. on Octobe 29,1996,

the

Commission, on the me date, approved the ewlosed o coniliation lipeFnFtd which
we subnit for yow sigamwae

please be advised that in the absice of your Xcq w-o of te d pf within ten
days, the Commiio has I ciIdis Office to insidtue acvil suit in Um U.S. Distict Court.



4
Par v

Pmp w

Sho you bnv t quWMoas, $w conact Lawrence L. Calvmu Jr., the sMonny
mip to fd main, at CM 219-3690.

Genera! Counsel

~-wc
Co~Apcww



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

January 23, 1997

Jg 23 1IzsA JI

M MQRAO-UM

TO:

FROM:

The Commission /

Lawrence M. Noble k"
General Counsel

Richard B. Bader C

Associate Generlf ounsel

Stephen E. Hershkowitz
Assistant General Counsel

Holly J. Baker

Attorney

DATE. January 17, 1997

RE: Proposed Settlement of MUR 3951 (Edward Car eu &L

Attached for the Commission's consideagtion is a signed c "P i
proposed settlement of this matter. Attachment I. For the r, sta le below, this Offie
recommends that the Commission accept the proposed conciim atio a"pUOM and close the fMe.
Checks for the proposed civil penalty have been received-

awl_

On October 29, 1996, the Commission approved a final offer in this m-1r and
authoized civil suit if respondents did not sign and submit the conciliation agremmt within ten
days of receipt.

Celebrating the Commission s 208h AirNmawy

YESTERDAY, TOOAY AND TCM4ORMJW
DEDICATED TO KEEPING fW KOK 0EOMW



* *~U;~' -~~ '>17>

Mr. HuriTu
prevousl u~ a cbeck lo dh oniua for 51 7,300m aI a.t d uwdor deck for

S500(X akog wA* te agrema cot~nm 3.

1. -pm doe attbod coclito I= ena arn apma etn
2. Cet te file.

Aw -

u ofeg: amey I

Copy of check dofd Jamumy 4, 1997



awl ? "a D ZLECTIE louual oi

In the Matter of ))
Edward Carl Harrison, t ) MUR 3951

CERTIFICATIONM

I, Marjorie W. Enons, Secretary of the Federal Election

Comission, do hereby certify that on January 28, 1997, the

Comission decided by a vote of 4-0 to take the following

actions in MUR 3951:

1. Accept the conciliation agreement and
appropriate letters, as recomnended in the
General Counsel's Memorandum dated
January 23, 1997.

2. Close the file.

Commissioners Aikens, Elliott, McGarry, and Thomas voted

affirmatively for the decision; Comaissioner McDonald did not

cast a vote.

Attest:

Date "Marjorie W. Ens
Secr ary of the Coimnission

Received in the Secretariat: Thurs., Jan. 23, 1997 11:25 a.a.
Circulated to the Comission: Thurs., Jan. 23, 1997 4:00 p.m.
Deadline for vote: Tues., Jan. 28, 1997 4:00 p.m.

bjr



S FEDIERA ELECTION COMMISSION
w~t*WuG)OAh D C nft I

February 4, 1997

Ed~d C- lion is=
1314 bmkm Cek
De5so. TX 75115

RE MUR 3951
Edwrd Carl Harrson- Fnends of Ed Hmison
and Paul Johnson. as wamr. E.C. Ha mison
Plo s. Inc

Dear Mr Han

On Jamm, 29. 1997. the 1cdal i kcton Commission accept the sgnmd concilumon
arcemciV m cn i pe na sublintcd ov 'or behalf in senmem of a %riolatio of U.S.C.

3 434bu and 4Ilb ao. !rmisimon of the Fcdcral Ulection Campaign Act of 1971. as atcnded

, 'thc Act' 3 Accordgl%. the file has heen coknd in this matter.

Tic :m- A l'. Prmimons at 2 t S C § 437gla 12) no kmWaplymd hs man
is public In admi-. ahhouh the complee file must be plwed on the pMuc acord w
30 dow. s cl mw at a um follkming ceutiatoon of the C s voe If you
wshA ip (antml ( or epI nmacnal% to appear on the public record, please do so as soon

as POWle whi t fd ma% he placed on the pubAic recerd before ,'wg vow addutal
umcnals. pen iamle sv i'll added to the public record upon receq

laf mapw derm,, in conuctm with am concilmon attempt will no become public
wi l ,, t e m -corm.. of the rcpnmkwm and the Commission Se 2 U.SC.
.-437pgau414B The emcloscd cwiclatm a.rccwmnt. ho%%,,cr. -ilt becom a pe of the
pUliBc record

A% I I.M.Wit-



Ammey

Enclosur
Conculnauon Agrccmwu

Sinc c
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)

E C. H ison PoMpe is, Inc.

CONCUJATION AGREEMENT

This r was inifiatedby a signed, swom and weized by K H.

Moflbg TheFemW Election Commission ("Commissime) fmd b b m w j
dti Edwunl Cad Haison, E. C. Harrison Popees, Inc., md Frieik ofEd lbris

( 'Commitow) and Paul Johnson, as treasurer (-R:), violaed2 U.SC. 9 441b(a).

The Commiision also found probable cause to believe that the Ci P APS Pad jio m

treawerr violaed 2 U.S.C. § 434(b).

NOW, T ORE the Cm s and the R -A-pim- hav ql w 0

coneb ai rswm O 2 U.S.C. § 437W(aX4)(AXi), do bluya V a, h11

L. MW Cmiuo Ins juriP&sditionover the R a - -f t MddwMomSOWo

EL Repqmdes have had a rPasoule oor0mit d A., - o m

should be ukm w this mmar.

m. pomlents emer volunanly imo this agreeme wih th C9

IV. The p Prinent facts in this matter are as follows:

I. Friends of Ed Harrison is a political commitlee witbim the memng of"2 U.S.C.

9431(4).

2. Paul Jolson is the treasuer of Friends of Ed Hurisma



3. Em CM bin b is a mp ied sker the kbms of(e

se of Txs

4. Emd Cod llmimm n O p d ICk (E C. Iuw Pmpmew

5- Edmd Cl Hmmm v t a S of CIltN a May 19, 1993 as a

ciahc fr the US ,of

6- The FedeW EA C m Act o( 1971, am (thc "Aa") V my

cwlPra~ fmm mkig a m - zio wh a federml m. or many ca ddMe

r poli-cal o kimnwu Uqm r my kd CMro or a officer

recw of my coqxwu lm Wally ht k e cmmy wa 2 U-S.C. f 44lb(a)

7 P to 2 U.SC. 4 431(SIAX-d, mter- ro",mi nchaes, rlera

ukm or auwlmg of oa mv. pomm for the p es of'inflhm am elect

for fedeal offcc

S. Am- u m wocenes a lam for me m acmu'tma wob his or her cuqh

shal be -emd as hnwg nmz the Ioa m a anpm ofhas or her -' couin.

2 U.S.C. §43(cX2)_

9- Artice 2026) of d Tea s i Cm Act gma s to Texas coinim

the Ix1 w 11o led imoew m M awp wi nrm C00, 9 officers m

dheams if such a Ioe or u ly may be cxacW to bemft dimecdy or

mdbece in or ammgo c m -Hamrsm coumkds L as owner of 100 peme

of the shars of EC. Harm Pa"Nersm. Ic he Was- Cipod by the cp s by-ls

to loaw mone% trot th mow -rm o anyone at his sole dssemow

10- On Augm 14. 1993. Edwad Carl H1-lin executed and signed a loan aqpee

for $50,000 from E- C Hmnai h F 4,PInc- to Edwd C. Hmism

11. On A t t31, 1993 a di Ed u Cad Hum, C u loans to

Friends of Ed fihrnsom dw kmm as the Ed Hwisom for Cangrcss Cmgz.for S56,590.



1. CA SUpS 14, 199W, hI Neil, domu ewer 0cV Ed HAson fbr

Coupeos Cnamg exeulvd and signeda bw---cn for $30,000 fian EIwMdC~

HmIff mo Ed H or for CwusCp

13. EdwudCar Harrison was a acdid@at for the U.S. Houe of Rquew aism-i e

he received the loa from E. C. Harrison PrFoperti inc. on August 14,1993.

14. Pursuant to 2 U.S.C. § 432(eX2), Edward Carl Harrison was an apot of Friends of

Ed Harrison for any loan he received during the pendency of his candidacy.

15. Friends of Ed Harrison, then known as the Ed Harrison for Congress Campaign

used the address of E. C. Harrison Prmperties, Inc. as its legal address and placed the

corporatio's mailing address and number on campaign brochures and lettehda4 for a

limited period at the start of the 1994 campagn. Harrison himself notified the Commission,

through the Clerk of the House of Representatives, of these facts by letter dated June 1, 1993,

prior to any action by the Commission. Harrison contends he took corective action

upon discovering the error.

16. The Act requires each treasurer of a political committee to file periodic repoit of

the committee's receipts and . 2 U.S.C. § 434(a) Each repMtmust iclde,

a ithe Wel anom of all lams made or giuanteed by the candid and all ow lom,

calculated both for the reporting period and for the calendar year. 2 U.S.C. §§ 434(b)(2XG) wd

(H). Each repor unst also include the identification of each person who nmkes a loa to the
epoting committeF during the reporting period, together with the identification of any endorser

or guarantor of such loan, and the date and amount or value of the loan, and the identificatio of

each person who receives a loan repayment from the reporting committee during the repoti

period, together with the date and amount of each loan repayment. 2 U.S.C. §§ 434(b)3)(E) and

(5)(D). Each report must also include the amount and nature of outstanding debts and

obligations owed by the committee. 2 U.S.C. § 434(bX8). All debts must be continually

reported until extinguished. 1 C.F.R. § 104.1 (a).

* $



17. f ... t. ... a 'hbt

baled to repa m a(fS) 900 as a =cce* an i c * 1fieR

% -oa, heO wevar iqase M Sme C Go" P Jr 77

raported an S P b l C aboutthe hut was soreot. IuSW rCo C

fled an ane to the 1993 Mid-Yea Report dad 1m 30, 1994, ,mehin the faihu t

repor the loan on Schehale A. The ame t - filed afler the Ed Ha fisim r Cone

received a Request for Additional Infmatio fic repnliq

reporting of the same lout on the 1993 Yewr End Report.

1S. Friends of Ed Harison, then known as the Ed H ison fr CongressCa ip,

failed to repm the loan of $1,900 as I s agor reaid oa is 1993 Year End Repa Ed

Harrison for Congress Campign filed an amndhent to the 1993 Yea EAd Report d Mar

30, 1994 that repethe lou as outstanding. The adment was filed afc the Ed Hunison

for Cangns Campaign received a Request for Additional Infofmi tion from the C

regadin this oissns

19. Frends of Ed tarson the known as the Ed osa for Compe C

failed to file a Schednle C to its 1994 12-Day Pre-Pfimry Report, and it didmt =pmtamei

Shu C or Scddue D totl d ts of S 110,470.

V. 1. E.C. Ha ru v ,Inc. loued S50,00 to its Soil ito Fldkr, Edward C.

Harriso, who in turn load the nauey to Friends of Ed Harrison then knwn as, te Ed

HarMison 1w Congress Campaign. E.C. Ha rison Properlies Inc. violated 2 U.S.C. 44nb(a) by

making the lot to Harrison at a time when he was acting as an agent of his capai Harris

violated 2 U.S.C. § 441b(a) in his capaity as an officer and directo of E.C. Haron Propeti

Inc. by a ovi the lou and in Is capacity as candidete and agent of hisc by

acpting it and Friends of Ed Haison, then known as the Ed HWison for C gesm ai,

and its wessa viohaed 2 U.S.C. § 441b(a) when its agent, Harrison, accepted he loan

Harrison diclosed the exitn of both the loan received from E.C. Harrison PoMies, Inc.

and the lo made to is cm gn on his personal fiuanial disclwe statment require by d



414

Ubes in G nu oAa S U&C. qW6 6101 e., and cominu tAt th heb w mae

at a fair market f of ie&s R --- -md dadevi i.

wilful.

2. Fnemds of Ed Haron then known Ed Hkrrion for Cones C md

treasurer used the dess and teeone n of E. C. Harrim Prptie nc as Meir 0"

for a limited period at the srut of the 1994 campign, in violation of 2 U.S.C. I 441b(a)

Harrison notified the Commi-ion of these facts prior to any action by the Conmision.

Respondents contend that the violation was not bwing and willful

3. Friends of Ed Harrison, then known as Ed Harrison for Coness Cam aip, m

treasurer, did not repMt Wus on each applicable sddule of its origiml 1993 Mid-Yew, 1993

Year End, and 1994 Pre-Pimry Reports, in violation of 2 U.S.C. I434(b). Ed Harrison for

Congress Campaign and its treasurer filed correctve amendments after receiving a Request for

Additional Infonmation from the Commission regarding the 1993 Year End Report

Respondents contend that the violation was not knowing and willful.

Vl. Respnde-s will pay a civil penalty to the Federal Election Conuissa i the

amount of twenty domnnd dollars ($20,000), uan to 2 U.S.C. 9 437WaXSXA).

VII. The Camunumon, on request of anyone filing a c-nlia uader 2 U.S.C.

§ 437s(aX I) concerning the maters at issue herein or on its own motion, my review

compliance with this ap8ement If the Commission believes tha this aoreeneo may

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 hereso have

executed same and the Commission has approved the entire

IX. Respondents shall have no more than 30 days from the date this agrment becom

effective to comply with and implement the requirement contained in this agreemem and to so

notify the Commisi
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FOR THE cOMMISSION:

Lawrence b. Noble
Genef Counsel

BY:
Cone

FOR THE RESPONDENTS:

/0~
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FEDERAL ELECTION COMMISSION
WASHINGTON. DC. 203

February 6. 1997

L1RU~rnMAll

Ms. Judith L. Corley, Esq.
Perkins Coic
607 Fourteenth Street, N.W.
Washington, D.C. 20005

RE: MUR 3951
Edward C. Harrison
Friends of Ed Harrison aod

Paul Johnson, as tusurer
E.C. Harrison Pro Inc.

Dear Ms. Corey:

This is in to the cmplaint your ci Ke th Moe fMl ith th Fedum
Election Commission m Mak 23,1994, cn i EdAd C. Hanison, Fri=s of Ed
Harrison (then knomwn as lHdison for Congress Cnounitee) ard i trew , al E.C.
Haio Pso es, I.

After conducting an mive.0tiaion in this matter, the Commission found dat tim was
probable caue to bdfie tht Frimls of Ed Hariso and Pad Jotunm as tmamu ("te

Commiuce") vWated 2 U.S.C. if 434(b) md 441b(a), provisk of the Feder Electin
Campaign Act of 1971, w amedw ard tha E.C. HarrimPropmerim Iwc. md Edwed Carl
Harrison violated 2 U.S.C. i 441b(a). On Jamay 28,1997, a conciliation queuzisigned on
behalf of the -pn11 1inu was accepted by the , isi thereby cnchfig the mate.
Accordingly, the Commision closed the file in this matter on Februay 4,1997. A copy of this
agreement is enclosed for your infomaton.
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If yos my P---si - phe comact m a (202) 219-3690.

Enclosure
Conciliation -rp en I
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THIS IS TIE END OF M #
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