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

Re:  Complaint against
Edward Carl Harrison
Ed Harrison for Congress Commitiee
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 corporation and Mr.
Harrison. acting on behalf of his corporation, arranged to fund his campaign with corporate
reasury funds in violation of the Federal Election Campaign Act, 2 U.S.C. §§ 431 er. segq.
("FECA"). Specifically, a corporate loan, whether direct 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.

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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These violations seriously compromise a campaign now in progress — Mr. Harrison's
campaign for the 24th Congressional District. The imminence of the harm to the electoral
process requires immediate Commission investigation and action. Indeed, the Commission
recently announced enforcement standards which, as applied. would place covert corporate
spending practices, such as Mr. Harrison’s, front and center among agency enforcement
priorities.

Fact und: Corporat ing of

In May 1993, Mr. Harrison filed his Statement of Candidacy and Statement of
Organization to run in the 24th Congressional District of Texas. See Exhibit 1. The
Committee’s Year-End Report discloses that Mr. Harrison made numerous loans to his
campaign. including two loans totaling $56.590. on August 31. 1993. and another $50.000 loan
on September 14, 1993. These loans totaled $110.368. 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 personal loans 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, which was $40,000
more in compensation than he had received in the previous year (1992), when Mr. Harrison
received no salary payments at ali from E. C. Harrison Properties, Inc.

Also. during the time period covered by the report, Mr. Harrison authorized a personal
loan from E. C. Harrison Properties, Inc.. to himself for an amount between $15.000 and
$56.000. 1f this ioan 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
($50.000). 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 campaign
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 i his campaign has been pervasive.

Mr. Harrison used his corporate post office box for campaign purposes. It appeared on his
campaign brochures and his Committee’s Statement of Organizanon filed with the FEC. See

Exhibit 5. Mr. Harrison treated his corporate offices as campaign space facilities. Mr. Harmson
acknowledged his misuse of corporate facilities in a letier dated July 1. 1993. Yet, his
committee has not reimbursed the corporation for such use. See Exhibnt 6. Thercfore, the
Committee’'s violation for use of corporate facilities without timely reimbursement continues.

Illegal rof C Funds to i

Campaign Loans and Excess Compensation

a. The Law

Section 441b(a) of the FECA makes 1t unlawful for a corporation 10 make. directly or
indirectly. contributions in connection with any federal election. The starute also prohibis

corporate officers from consenting to such violations. It 1s also illegal for a polmcal comminee
to "knowingly” accept such corporate contributions. /d. The Act also prohibns contributions
made in the name of another. 2 U.S.C. § 441f. and as applied. has prohibned a corporation
from making contributions "in the name of employees” using corporase 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. § 114.5(c)b)1). The
Commisston has traditionally viewed matters involving corporate reimbursememnts of polmical
contributions as raising the most serious violations of the statute. In an analogous case mvolving
substantially smaller amounts of money. the Commission imposed among the highest civil
penalties ever for these types of knowing and willful violations. Matier Under Review 2893.
Moreover. in prohibiting corporate contributions and expenditures the Act imposes lmability on
both corporate officers and the corporation uself. 2 U.S.C. § #41bia). Specificaily. this
provision makes it unlawful for a corporation 0o make a contributions and for us officers 10
consent to such contributions. General Counsel’s Report. Matier 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 1o set his saiary. bonuses.
and to authorize the corporation to extend personal loans.
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In 1992, Mr. Harrison paid himself only $55.133 in commissions and bonuses and no
salary tfrom E. C. Harrison Properties, Inc. See Exhibit 8. In 1993, E. 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 $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 disguised
corporate transter 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. 11
C.F.R. § 114.9(a). The regulations provide. in particular. that where stockholders or employees
imolved in campaigns make more than “occasional. isolated or incidental use” of corporate

Fanmalidemis
tac HILICS,

. . . |they are| required to reimburse the corporation within a
commerciallv reasonable time for the normal and usual rental
charge. as defined in 11 C.F.R. 100.7(a)(1)(it1iXB). for the use of
such facilities.

11 C.F.R. § 114.9(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 Commuittee’s use ot E. C. Harrison Properties. Inc.’s corporate address and phone
number for campaign purposes. as reflected on its brochures and the corporate letierhead,
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violates these regulations. Mr. Harrison acknowledges his Commitiee’s use of his corporation’s
facilities. Nevertheless. the corporation was never reimbursed for these uses.”’ 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 supporiers were encouraged to contact Mr. Harrison at his
corporation’s headguarters 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 o E. C.
Harrison Properties. Inc. Therefore. it appears that the corporation’s space. telephone and
secretarial services were used free of charge.” Provision of these services to the campaign
constitutes an illegal corporate contribution in violation of sections 441b and 441f. We request
that the Commission conduct an investigation o determine the full extent to which Mr. Harrison
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 clearly passed.

Failure to Properiv Report Campaign Loans

1. The Law

Loans made by a candidate to his campaign must be reported continuously until repaid.
11 C.F.R. § 104 3(d).

In his letier of July 1. 1993, Mr. Harrison attempts to distinguish between the testing-the-
waters period and the period afier he filed as a candidate. Testing-the-waters activity.
however. 1s subject to the same regulations and. once Mr. Harrison became a candidate.
the same reporung rules. Thus. Mr. Harrison should have made and reported
reimbursements to his corporation. The only disbursement 10 Harrison Homes by the
Committee was for printuing 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 similarity raises the ssue of whether Mr.
Harrison may have received a reduced rate for printing his campaign materials by using
the corporation’s design.
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The Committee improperly reported Mr. Harrison’s loans, failing to include a Schedule
C on its report to fully disclose the source and conditions of 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 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 Commission announced a new program for enforcement
prioriization. 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 potenuial 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 uming of the violation: and

Whether a parucular 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. lts threat to the integrity of that
campaign is real and immediate. Mr. Harrison 1s using corporaie funds now to influence a
federal election currently 1n progress. In this respect. there is no question of “impact” on the
election process and both the “age and tming” of the violation fall within the related factors for
prioritization adopted by the Commission. The Commission will necessarily have to consider
the presence of "knowing 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
tacilities 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 tunds 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, Inc.'s activities. in accordance with 2 U.S.C. § 437g.

Sincerely,

LS AL

Kenneth H. Molberg

KHM bss

STATE OF TEXAS
COUNTY OF DALLAS

On this jggday ot March 1994, before me, the undersigned Notary Public, personally
appeared Kenneth H. Molberg, who executed the foregoing instrument.

IN WITNESS WHEREOQF. I hereunto sign my hand and official seal.
REBECCA S. SPRANG | \_’Ig) lecca 5 . \i&?&ﬂgr—-,

Notary Pudiic. State of Texas | Notary Public
My Commession Experes 1-17-95 §







FEDERAL ELECTION COMMISSION

WASHINGTON, D C 20463

MARCH 25, 1994

Kenneth H. Molberg

Wilson, Williams, Molberg
& Mitchell

2214 Rain Street

Dallas, Texas 75201-4324

Dear Mr. Molberg:

This is to acknowledge receipt on March 23, 1994, of your
letter dated March 22, 1994. The Federal Election C ign 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 must
swear before a notary that the contents of your complaint are
true to the best of your knowledge and the notary must represent
as part of the jurat that such swearing occurred. The preferred
form is "Subscribed and sworn to before me on this day of

» 19__." A statement by the notary that the complaint was
sworn to and subscribed before her also will be sufficient. We
reyret the inconvenience that these requirements may cause you,
but we are not statutorily empowered to Yrocood wi the
Fanling of a compliance action unless all the statutory
r.. ‘vements are fulfilled. See 2 U.S.C. § 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.

Siqcerely,

.-._,;— fl/_/(_ /’ '.,"(_//V(,,- -

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

Ms. Retha Dixon

Docket Chief

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

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
intformation. please do not hesitate to contact me.

Sincerely,

—

Kenneth H. Molberg

KNHM bss

Enclosures
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March 22, 1994

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

Re: Complaint against
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 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, 2 U.S.C. §§ 431 e. seq.
("FECA"). Specifically, a corporate loan, whether direct 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.

E C Huarrison Properties. Inc.. a Texas Corporanon. orgamzed 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.




Lawrence E. Nobel, Esq.
March 22, 1994
Page 2

These violations seriously compromise a campaign now in progress -- Mr. Harrison’s
campaign for the 24th Congressional District. The imminence of the harm to the electoral
process requires immediate Commission investigation and action. Indeed. the Commission
recently announced enforcement standards which, as applied. would place covert corporaic
spending practices, such as Mr. Harrison's, front and center among agency enforcement
priorities.

1B 2 n

In May 1993, Mr. Harrison filed his Statement of Candidacy and Statement of
Organization to run in the 24th Congressional District of Texas. See Exhibit 1. The
Committee’s Year-End Report discloses that Mr. Harrison made numerous loans 1o his
campaign. including two loans totaling $56.590, on August 31, 1993, and another $50,000 loan
on September 14, 1993. These loans totaled $110.368. 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 personal loans 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, which 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 authorized a
loan from E. C. Harrison Properties, Inc.. 1o himself for an amount between $15,000 and
$50.000. If this 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
($50,000), 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 particuiar loan that Mr. Harrison made to his campaign
on September 14, 1993, was for exactly $50.000, the maximum amount E. C. Harrison
Properties. Inc.. may have loaned to Mr. Harrison himseif.

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 Conuinental Bank. See Exhibit 4.
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The mvolvement of Mr. Harrison’s corporation in his campaign has been pervasive.
Mr. Harnison used his corporate post otfice box tor campaign purposes. |t appeared on his
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 tacilities. 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 umely reimbursement continues.

Tllegal Transfer of Corporate Funds to Campaign
1. Campaign Loans and Excess Compensation

a. The Law

Section 441b(a) of the FECA makes it unlawful for a corporation 1o make, directly or
indirectly, contributions in connection with any federal election. The statute also prohibits

corperate officers {rom consenting 10 such violations. it 1s 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 corporation
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. § 114.5(c)b)(1). The
Commission has traditionally viewed matters involving corporate reimbursements of political
contributions as raising the most serious violations of the statute. In an analogous case involving
substantially smaller amounts of money, the Commission imposed among the highest 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 officers 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 emplovees.
See Exhibit 7. Mr. Harrison. as President. would have sole authoritv 1o set his salaryv. bonuses.

and to authorize the corporation to extend persona’ ‘oans
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In 1992, Mr. Harrison paid himse!t only S35 133 1 commissions and bonuses and no
salary trom E. C. Harrison Properties. Inc. See Exhibit 8. In 1993, k. 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 $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 (S110.000). And this occurred
during a year when he, by all accounts, was spending a significant amount of tuime 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
corporate transfer to the Harrison campaign. the Commitiee 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 volunieering
for a campaign may only make "occasional, isolated or incidental use” of such faciliies. 11
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
tacilities,

. . . [they are] required 1o reimburse the corporation within a
commercially reasonable time for the normal and usual rental
charge. as defined in 11 C.F.R. 100.7(a)(1)(111(B), for the use of
such facilities.

11 C.F.R. § 114.9(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 Commuittee’s use of E. C. Harrison Properties. Inc. s corpuraie address ana phone

number for campaign purposes. as retlected on ity brochures and the corporate letterhezd.
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violates these regulations. Mr. Harrison acknowledges his Committee’s use of his corporztion’s
tactles.  Nevertheless. the corporation was never reimbursed for these uses.© Nor has Mr.
Harrison disclosed the extent of his Commitiee’s use of corporate facilities. Nothing short of
a thorough investigation by the FEC is adequate 10 make such a determination.

While prospective supporters were encouraged to contact Mr. Harrison at his
corporation’s headquarters to obtain more information about the campaign. the Committee’s
reports do not disclose any payments tor rent. the post otfice box or lclephom: services io E. C.
Harrison Properties. Inc. Therefore, it appcars that the corporation’s space, tclephone and
secretarial services were used free of charge.” Provision of these services to the campaign
constitutes an illegal corporare contribution in violation of sections 441b and 441f. We request
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 10
make appropriate reimbursements to his corporation even though a commercially reasonable time
has clearly passed.

Failure to Properily Report Campaign Loans

1. The Law

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

In his letter of July 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 acuvity,
however, is subject to the same regulations and, once Mr. Harrison became a candidase,
the same reporting rules. Thus. Mr. Harrison should have made and reporied
reimbursements to his corporation. The only disbursement to Harrison Homes by the
Committee was tor 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 tor his campaign. See hhlbu 10. Gieen the
mpaIgn’s use of corpardss facilities v simrliriy raises the ssue of whether Mr.

Hd.mun may have received a reduced rale for prinuing nis campaign materials by using
the corporauon’'s design.
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The Commuttee improperly reported Mr. Harrison's Toans. failing 10 include a Schedule
C on its report to tully disclose the source and conditions 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 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. Sce 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 preciselv when these loans were made and under what terms and
conditions.

Conclusion

On December 13, 1993, the Commission announced 2 new program for enforcement
prioritization. Commissioner Thomas announced at that ume the General Counsel had
formulated, and the Commission had adopted. various factors for prioritizing cases which

included:

Whether there was a potential finding ot 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 virwally every respect, these factors support aggressive Commission attention to this
case. The violation has been idenufied in mid-campaign. lts threat 1o the integrity of that
campaign is real and immediate. Mr. Harrison 1s using corporate funds now to influence a
tederal election currently in progress. In this respect. there 1s no question of “impact™ on the
election process and both the "age and uming” of the violauon fall within the related factors for
prioritization adopted by the Commission. The Commission will necessarily have to consider

the presence of "kKnowing and willtul intent.”
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Mr. Harrson s malking direct usc of corporate resources in a varnety of wavs and hard!+
any prov st of the law > Detier anow & gencrally than the one prohibiting the use ot corporate
tunds m connection with Federal elections. There has been. since Watergate, hardly any
significant outstanding confusion that the law contains this prohibition. For this reason. 10o. the
Commisson has always reaied corporaic 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 potentizl dnersions of corporate resources in the form of cash loaned and
racilities used.

For all the foregoing reasons. we request the Commission to conduct a thorough
investigation of these maners o determine whether Mr. Harrison. the Commitiee, and Mr.
Harrison's corporation have violated the FECA and pursuant regulations by illegally diverting
corporate funds and other illegal conmrsbutions 10 support Mr. Harrison's campaign.
Complainant further requests that the Commission assess all appropriate penalties for knowing
and willful violanons ramsed by thiss complaint with respect 10 Mr. Harrison's. the Commitiee’s
and E. C. Harrson Properues. Inc s actrvitees. in accordance with 2 U.S.C. § 437g.

Sincerely.

o e

Kenneth H. Molberg

STATE OF TEXAS
COUNTY OF DALLAS

On this 32‘}._‘{(1:.} of March 1952 before me. the undersigned Notary Public. personally
appeared Kenneth H. Moiberg. w50 zxzCuted the foregoing instrument.

IN WITNESS WHEREOF . | hereunso sign my hand and official seal.

s )
= e
o Lhdca - ALGAT—

Nouan Public {

LLLL LI TR RTY




STATE OF TEXAS

COUNTY OF DALLAS

§
§
§

Before me, the undersigned authority, on this 2 @7 day of March 1994, personally
appeared Kenneth H. Molberg, and upon oath stated to me that the allegations of fact contained
in the Complaint of March 22, 1994, are true to the best of his knowledge, and subscribed same
before me.

5

REBECCA S. SPRANG Public State of
Notary Pubiic, State of Texss [ =
My Commussion Expwes 1-17-95
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MAY 16 1893 OF CANDIDAC
{seq reverss side for Instructions)
CWicecd c. Barcisen ]

@) Addess frusber 8o svee) [ Check Vadduess dhanged

l)li Indien Creek M/

T i) Gy, Saste. ond P Code
DeSoto, TX 7511% Wi

3 Fay Afazsor T4 Otice Sougit S S o Cenddaie -
Sepedlican 9.8, House 1 __Xexas 24th

DESIGNATION OF PRINCIPAL CAMPAIGN COMMITTEE
€. 1 hereby designate the loflowing named polilical commities 88 my Principal Campaign Commities for the _1994 _ election(s).

{year of eleciion)
§a) Kome of Comwmiliee (n W)

Ed Harrison for Congress Campaign
= I Addess mumber end shbeei)

P.0. Box 381383

) Cay. Sate 3nd P Code

Puncanville, TX 75138

DESIGNATION OF OTHER AUTHORIZED COMMITTEES
Pnciuding Joirt Fyndraising Representatves)
7. | hereby authorize the foliowing aamed commiliee, which is NOT my principal campaign commilies, (0 receive and expend lunds
on behall of my candidacy.

{a] Na=e of Commiliee @ M)

B) Address fraumber and sireel)

T EiCay Siate 3nd I Code

Toeridy it | have Wm and | nmm

Sgnature of Candidale
/&41»/(1 A NMay 6, 1993
o incomplete Informalion may subject the person signing This Statement lo the penalies o 2US.C. §437g

NOTE: Submission of takse,

CANDIDATES FOR THE OFFICE OF:
President mall to: U.S. Senate mall to: USS. House of Repre- For further Information
senlatives mall to: conlact:
Federal Electon Commission  Secretary of the Senale Clerk of the House of Foderal Eleckon Commission
999 E Sveetl, NW. Otice of Public Records Representatives Toll-ree 800/424-9530
Washinglon, OC 20463 232 Hart Senate Office Bidg.  Office of Records and Local 202219-3420
Washinglon, DC 20510-7116 Registraion
- 1036 Longworth Office Bidg.

Washinglon, DC 20515-6612

N O O A O O

S —




B Mot e Servet Ao 934 Pk § '

P.0. Box 381383 . .
) Ciy. Bt and DP Cade . .
Duncaaville, TX 75138 - RS T O g=
8 TYPE OF COMMITTEE (Chack ong) C -

£ (0) Tris comminee 16 8 petncipat campaign commites. [Compiess the candidate infommation beiow )
[]luuhqn-nblm-u-m-ﬂ-;-ltlﬂ]ﬂhﬁillyqpmuulhtﬁhnth!bdulthﬂbn.n...;

Nome o Candidate “Candduis Pary AlliaSon | Olice Sought ]:::::f;;]
Bd Barrison Republicaa U.8. B

[]lqniu-du--un-h'nu-quwudt. i o g NOT 80 ePodted commitien

(] 0 Tis commies s & commitiee of Te _ Paty.
Natonal, Saie o suborSnate) Pemocralic, Republican, et )

D {s) This commilies & & separate segregaied hond
D ) This commilies supporisiopposes More Tian one Federsl candidale and 's NOT 8 separaie segugated brd or g parly COmBes.

Same of Any Connecied Saling Address and
o-.-u--u‘?-uo.-- P Cods Relaonshly

T Type of Connecied Crgarizaion
D Coporasion [ Corporaion wio Capital Siock [Jiader Orgerization [Diembership Organization [} Taade Association ) Coopeatve

7. Cuslodian of Records: idealify by name, sddess Phone murmder — opfions’) o posliion of i pe-ion Ie possession of comeifes books end
RO

Fufl Mame Maling Address Tigs or Posllion
Karen Nealy 1417 Primreose Asst. Treasurer
8. Trsasurer: Usl the name 3¢ address (phore rumber — opfiona’) of the Teasizer of the commilles; andd $ 2ame 3nd adidhess o 37y Srsigraied
g Tl Marma aTing Agfidrasy Titie o PoaTor.
Nike Neill 201 Pearly Top Treasurer
Clean Beights, TX 75115
Ksren Nealy _(See Above) Asst. Iceasurer

8. Sanks or Other Deposfiories: Us! af barks o affer deposiiories In which e commilles deposis R, hokfs sooowrts, mls safely deposi
bozss or maintaing fonds.

Fame of Bank, Deposiiory, sic. SiaTing Address gnd T Code
Western Bank 219 E. Canp Wisom
Duncanville, TX 75116
/] hat | heve examingd Pus Statened ad ® I best of o bekel G s ot ad

WITHIN 90 DAYS.

|
|

ANY CHANGE N

TYPE OR PRINT NAME OF TREASURER SaGRA, OF - ; DATE
MOTE: Submission of lalse, evoneous, o incorgiels infomaion wibject e perion signing s Staiened i Te peales F2USC §4375
BE REPORTED
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'!' fiﬂumnw&m

215__E. Freecroan __Suite 100
CITY, STATE and 23 CODE STATEODSSTRCT

-_—

[ 3 Net ContribuSions (other than lbans)

ts) Total Contidusions foher hhan loans) rom Ling 11je) — | & 12, 1f0 4 20, 224

Total ContribuSion Refunds (rom Line 20(d))

Duncanville , Texas lﬂ.&_ T“Z‘l‘h
) ; 4. TYPE OF REPORT
(] #et 15 Quartedy Report T [ vwem day raport praceding R
D Ay 15 Quarterly Report election on in the State of
'?l [ October 15 Quarterty Repont [ Tvirsiets day report toSowing the General Election on
° @.w,m Year End Report : in the State o
g D My 31 lBYwmmew [] vermination Report
5 m D PimayBecson  [] GeneiBecion [ ] Specisl Blecten [ momet Bacson
. % SWIIARY -
:é s cmmw_l’ul_., L. lm.__-w.kc_{_ltl;m %"‘..'.3 '.-:a-
e 4

. Net Contriduions (ofher than loans) (subract Line 6} from 6(a))

- 7.  Net Operaling Expendiures
{a) Total Operaling Expendiures (rom Ling 17)

®) Total Otisets o Operaling Expenciures (lom Une 14) — i -0 -

Cash on Hand at Close of Reparsing Period (rom Line 27)

10.  Debts and Obligations Owed BY the Commilies Washingion, DC 20463

(Remize all on Schedule C andior Schedule D) 4 110 268 Tol Free 800424 3530
:mm:mwumm»umawwmwumw SN SO
T{pouP'-iMdtm'— e ST e FRT ‘I
_J!Ld:usj _Neqll

_ @ Ny
NOTE sa-ssm WMNWMMMbumdzuc 5079
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of Receipts and Disbursements
{Page 2, FEC FORM 3)

. Report Covering the Pariod: o
S0 i From._ T-143 To: Lz-é‘-q
COLUNN A COLUMN B

L RECEWTS Totsl This Périod Colender Yesr-Te-Dste

{8} Infevidhsais Peisond Oiher Than Polical Commilliees ) 3

@ Remized(useSchedule A). . . . . . . . . . . . . _/J ’.00
@) Untemized . . . .........L___-_,/_.”o___ :
ﬁrudmﬁmmm PRI o zg (PO
(@) Poliical Paty Commaliees . . . . RIS oy . - I ey
MWWO«MM&P&:} SR Ty o S i
) The Candidate . . .
p}TOTMMWMWMMMH{;ﬂ (h) (cl.ﬂd(d)}

12. TRANSFERS FROM OTHER AUTHORIZED COMMITTEES. .

mnaau&zmwum........... -/0 "___
@) Al Other Loans . . . L. A 5’;’-

ﬂ‘l’OTALI.OANShddlxﬂmdp)) NN I I i i, s s A O L
14. OFFSETS TO OPERATING EXPENDITURES (Refunds, Rebates, eic ) i e

- P -~

A ate T Bl S SRS g

15. OTHER RECEPTS (Dwidends Inlerest,oic) . . . . . . . . . . . . y{
£

P d at s W i -

16. TOTAL RECEWPTS (add 11{e). 12, 13{(c), 14 and 15} .

B. DISBURSEMENTS

9
H
0
1
x
T
2
£
2
8

17. OPERATING EXPENDITURES .

18. TRANSFERS TO OTHER AUTHORIZED COMMITTEES.

19. LOAN REPAYMENTS:
mumuuwwum ,
D) Ot AZOtherLoans . . . ‘
{c) TOTAL LOAN REPAMHTSM 1”.&1@:}1 B 8 .
20 REFUNDS OF CONTRIBUTIONS TO: : : T ER
(a) InGviduals/Persong Other Than Polical Commiliees . . . . . . . _ 4300 ___
®) Polical Party Commidees . . . REAE . . e s N e
ﬂWWMMnP&] oW 4 5 . W o o SR
) TOTAL CONTRIBUTION REFUNDS (add 20(a). mw(cn - - I TR

2. OTHER DISBURSEMENTS .

JE31 i1

—dee.w L

N

- 0~
S T it w, | A AL R T i L

n |°'M. m"ﬁ"ls (m ‘7, '., Iﬁl:}. md)“??}. - . = . . - .

]

. CASH SUMMARY

23 CASH ON HAND AT BEGINNING OF REPORTING PERIOD

24 TOI’AL RECE"TS THIS PERIOD (Wrom Line 'IS)

— = - - s i S e i Y. S i S i S W . e

25 SLBTOTAL (mmzaana Line 24) .

26 TOTAL D!SEHSEIENYS THIS PERIOD m Line 22).

27. WWMATQCSEGMFE’WMPEWMCULN&&M?S}
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NAME OF COMMITTEE {in Foll}

"

VOTAL Vol Priod Bon gage s SIS BN « - - - . o - v o - - - oo sin G Saaa S o pn b5 s o mae s mamealis >

Ed_ Harrise y Co030/543
A_ Full Nome, Malling Address ond 299 Name of Employer Dot fmonsh, ;  Amownt of forn
Michael Fisher ‘gmz Tewelry s Lian s e
676 Juniper 226-93 | ? s00
Midlothian 7i Y045 Sonntion
r'Lo-u faoecity): LJe- Agregets YartoDete 48 S05
8. Full Name, Myling Addrees sad TP Code Neme of Employer Dgte [month, Amourt of Each
9 Jaw, b"gh#ner 4‘-;v-l Recsipt this Period
S905 Stex -27-73 /060

¥ DZ b 7_’_:601 Cr. - ]

ks ’ 75249 o -

(§] Receipt For: E:by UG.-..I @'ﬂ‘
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= | — —
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Aw ‘.. iR .~ oxha n’ y A aa 41 ; of A48 LS - "Q!iz
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EAd Harrisen for Congress C’amp%gf Coo2p1543
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8. Full Name, Malling Address snd ZIP Code Name of Employer Dete (month, Amount of Esch
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NAME OF COMMITTEE (in Full)

e

Ed Harrison for Conaress Campaign C0o02p 543
A.Mlbm.&lin.kﬂmlnll'% Name of Employer D-llh':l'i. H Anm:lm.
Puddy Morahan ,¥r. budalj Morahan o ¥ i
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Aﬂ“:.(.':.m“‘“-."“ Purpose of Disbussedient o-‘:hm,!n. Amount of Esch |
e rean Communicatons . yoar Disburtement This Perled
434 Park hurst Dr. | Advertising - Radio Spots | ¥/31]13 789
Ddlks .rx 75 208 bI)_-lburmm»ﬂ«v: Primery Geners! ﬂl)[!’ ’,‘Oj
’ Other (specify) #]rjas 3iso
8. Full Name, Mailing Address and ZIP Coade Purpose of Disbursement Dete {month, Amount of Esch
Neit Curran (ommunications o 'Mv;l’ m-:;no"l;u.u
cﬁmpﬁi$g ﬁ[' ce I-03
d‘“ Park hursi  Pr. DisbursementYor: Primary Genere! | 11-15-93 500
: Datlas, Tx 5218 Other lspectty) 12-02-93 1500
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t €. Camp Wisdom Guremant tor: |_Jremary | 0] 4.3 3 o
Duncanville, Ty 25k ) Other tapecity) -3
‘.;Nnm.cﬂ;iﬁuWnndtWM Purpost of Disbursement o;‘: m;h. Amount of Esch
w NAWA Y. year Dusbunement This Period
P.0.Box p—‘__lafi_ 12-06-93 210
o 0924 Disburiement for: [ [Primecy [ [Genecar
o’vt Tx 75[15-09)1 —]mhor (specity)
SUBTOTAL of Dusbursements This Page fOPUonal) . .. ..o vvuun . uusemascnassunasnaenbunssoneesnenneseascesonsnns >
TRt B ST SR /| A4 £37
TOTAL This Period llast page this Bne number analy) .. ........ I« .. e o PR B > i L
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HEDULE 8

PAGE OF

1 2 | a
l’m&.l‘!_r.ll.!ﬂ'

wmt&-' such Reports and Sustements may not be 30id o weed by eny persan for the purpose of soliciting contributions or for commerciy!

"potes, other then using the name and sddress of sny pofiticel commitise 10 sofick coatributions from such commiitee.

-

MAME OF COMMITYEE (n Folll

>

Ed  Narnisen

Budd,, Mwahan
515 N. Cedar Ridge Suite 9
Duncanville Ty 3501

j;; cgngrc.w 1
A. Full Name, Malling Address TP Cote Purpose of

Coo2 P154

s ‘ s -
: i for: | lmV I ] General
nxbﬁhl

Dete imonth,
Gy, yoor)

?-20-13
9-27-13
0-12-13

T-25-93 .|

8. Full Neme, Meiling Address snd TP Code

Same as “A° above

B

L e [ Jrrimery [ JGeneat]

Dete Imonth,
dey, year)
jo-2¢-95
12-26-13

C. Full Nama, Mailing Address and 2 Code
an wWaterman
5310 Kiame sha uhﬂ
ite , Ty 7s450

Purpose of Disbursement

[ | Other tapecity)

Date (month,
day, yor)
n-1543
12-10-93
12-15-93

O. Full Nome, Malling Address end 2 Ceds

DWHV:HC |7’ 75230

Purpose of Disbursement

Secretars
Dsbursemneni Sor:
[ Ovher fapecity)

Sevvices
Primary [_|c.-uul

Dete (month,
dey, yeor)

9-1>-93

€. Full Neme, Malling Addrsss end ZWP Code
Southwestern Bell Telephone
P.o. Box <q4oop
Datlas, Ty s394

Purpose of Disbursement

Oete imonth,
dey, your)
T7-17-93
T7-2043
4-03-93
£-10-93

3 mu--Tua--lzrcn-

Ont-lncnl'h.
Poriiin
9-7-193
9-10-13
9-21-93

c.mm—,j‘m—-‘nm

[0-23-93

Oute Imonth,
dey, yes:]
q-22-93

(0-29-93

winy

M. Full! Name, Mailing Address and 20 Code

MNaster card (ﬂﬁwni:‘n A‘r.’.‘rw;
F.0.8ex 30:3,

Tarpa, Florida 23¢30

)

Date imonth,
day, yesr)

FP-r¢-95

(. Folt Name, Meling Addram end 23 Code
f(d(rf ! €fection ("nmuksu'oq
999 &. Strecr  Nw
wa.sh:r:q Yo, ”-C 2098

S7s

Y

| Voter ink.
Disbursement for:

Dete {month,
duy, yesr)

P-593

] Owher lapecity)

JBTOTAL of Dusbursements This Page loptional) . .. ......... e L5 S A B BT S G B ek B >

—— —— e — - —

OTAL This Peiod (st pege this Bne mumber @yl . . ... ... ... . ....cccvirerurcnecrsrrraansannnana S R e T >
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won

from such Reports end Sutements uymuuaucudwnnu-hiumdmm-hm

uwpotel, 0tNr thea using the neme and address of any pofitice! commitiee 10 solich contributions from such commitise

>W£ OF COMMITTEE lin Folt)

—_

9
Ed r
A, Full Nama, Wailing Address and ZIP
Actens Furniture $0fice S
det A Main_
Puncanville, Tx 75113

7

PPy

L R

[ Jower tapecity)

Coo2r15 42

Dute Imonth,
deay, yewr)

/0-34.93

i

8. Full Name, Mailing Address snd ZIP Code
f’?sfma.s! er

Cedar Rdge

Durxanvifl, Tk 7539

Date Imonth,
dey. yesr)
7-20-93
7 2L A3
E-2P-53
£-19-93

€. Full Namdq Mailing Address and 20 Code

Dete [month,
day, year]
9-20-93

/0-6C-F

J2-€2-

2-02-93

Y

Dste {month,
dey, yeer)

12l - 13

€. Full Name, Malling Address snd ZIP Code

Y.- Press Copy

N 2v7 M. Hanpton Rd.

Desoto, Tx 75 115

Purpose of Disbursement

;..L..&m....ﬂ%g::,—g

Owverfispecity)

Dwte imoath,
737.23
.P-or-?
P-2r-93
£-31-23

Ie. mnru,mmqm-umcm

Purpose ¢ Disburtemnent

W e

Dete month,
dey, yesr)

F-3/-93

P-75-93

_1 l-u::yl Lrrimery | JGenenar

V/o-14-93
/-27-93

. Mailing Address snd 2P Code

H

[Disbwrsernent lor:]__]mnq | chMru
[ Ovher ispecity)

Dete {month,
dey. yesr)

/2-20-93

M. Full Name, Mailing Address snd ZW Code
Kuh'k KDf;
740 w. whZatland
Duncanville Ty 2514

Purpose of Dabursement

] Other tapecity)

Genera!

Dete imonth,
dey, year)

/12-/0-93
9-2£.93

1. Full Name, Mailing Address and 2P Code

Purpose of Disbursement

Dabursement for . Primary UGmul

Dute {

dey, yeer)

T“[ow (specity)

SUBTOTAL of Dinbursemenrts ThisPage laptional) . ... ... ... . ... ...t iiimcneman i R SRR AR >

TOTAL This Pariod (lest pege this line mumber @8y) . . ... ... ... .. ... e narinrmnsniiiriinacnaranenres )




PINANCIAL DISCLOSURE STATEMENT Y /oy

S 8 ek usb oy cantiddben for e ofos of

Mamié, anil new smploysss

rﬁm N -5 .M 8 20

Paried Cuversc: Junuery 1, 1003 . December 31,1993

v gl o 1it, QUL

___nuuummm

P.0. Box 381697 Duncanville,  TX 735138

M, CLERK
s 4 REORCSENTRENG D

. (214) 296-1674
Dapried Tompiosinn

(Hafling Adkiresm
T E— - ST

Candidate for the Sate: Cheok " RO TN
Fhec * | House of Meprosemaiives m:n L QUT\OM
Btwtus Naw offioss or

emplayes Empioying Ofos: Q

i

PRELIMINARY INFORMATION — ANSWER EACH OF THESE QUESTIONS -

“| o o have "samed” income (e.g., salaries or fees) )
d:om“tt“..mmmm pariod? '.I‘

it yos, Compinte and

fing 10 the cuwent eslender
1t yoo, Complet end

vl ]

Did you hold &y repertsbie positions on or before the dete of
Scheduis IV,

veo [d] o

wm.mﬁ;munr:id:rpMormW ]

[ | PR} e o

raportable asset worth mors 000 st the end of the period? Ye8 | ¢ v"I l No | «
lmﬂmmmu. : -

o] your apouss, or & depsndent child heve able Did Mm‘d«mmumm. :

- lm.uo.mmuulmmm Yoo | & No :o\#u\mhn prior years? " y... ! Ne | *

Each question In this part must be answered.

Attach the appropriate schedule for each "Yes” response.

. EXCLUSION OF SPOUSE, DEPENDENT, OR TRUST INFORMATION — ANSWER EACH OF THESE QUESTIONS

TRUSTS — Details regarding “Quaiiiied Biind Trusts® approved by the Committes on Blandards of OMdial Condust and certain ather "excepied trusls® need not
be daciossd. Have yeu excluded from this report detalis of such a trust benefting you, your spouss, or & dependent ohiid? (See inetructions, page 10.)

VnD &0

et ali three lests for exemption? (See Instructions, page 11)

mﬂm-mmmmmmwmnm.mmmm«muamuwmmmv“ El Ne

CERTIFICATION — THIS DOCUMENT MUST BE S8IGNED BY. THE REPORTING INDIVIDUAL AND DATED

This Mnancisl Disclosure Siatemeni 9 required by the Ethios In Govemment Ast of 1970, as amended (8 U.A.C. app. 6, § 101 ot s0q.). The Gistement will 0o avallable 10" any
requarsiing peveon upan wiitten appllastion and will be reviewsd by the Committéo en Sandarde of OMelal Conduct. Any Individusl whe knowingly end wiltully feleilies, of
mmwmubnumﬁumnmummmlu...c....o.ommuuu.uen).

W = SRR

DATE (Monih, Dey, Year)
»nccclbor 30,1993 -

Pmid.&_

Financial Diacioswre B-1 ’."‘
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9 7 U 4 O 8§ 0 0
. SCHEDULE |- EARNED INCOME (INCLUDING HONORARIA)

'i.umw\ﬂmdmmmmm"mmunm“mnuumunﬂum tha) Baarimnt
yoix i the filng dete and, separaialy, i preceding calendsr vear, For 4 spouse, only ihe souroe, ROT AMOUN of AsIAEd INGoKRe AGUS o Be reporied, sxoept for handvada, lor the baure
Tope

| Idwugﬁ_?. Racrison

il BT et e ragaried, Bee Insnatons, page 1.

o < A g ST v
ey
| mmplovee Steffing Services Imc. Salary
wefs e ¢ Dallas Baptist University Salary
B. C. Hurriaon Prop., Inc. ‘Salary
B. C. Rarrison Prop., Inc. _Commiseion
E. C. Harcison Prop., Inc. Bonus

Tl 0 e estid W e e Page 2 ot & Schedule |




- e W -

‘ ' , 3 J Edwerd C. Harcisom
SLOOK A BLOCK B SLO0K ©
Apset andivr inoome Bowres Valuation of Asset Inoome
o0 Ineome You! Yomr
You may kieniily sach assel andior Income source AlBjciD(a|FlG}N ffamiviviv x IRERLILANAL "
- your apoues's (), your dependent child's [ror v .
, Of joimly held the (e column. Thie It aber !
cofuemn e onal, - i nalve: - o U
gty = 1 gl e
rf By A RN B ol ) o o] S 1 807
Es e Eaamt LA EEEEEEEE R RERELE
% EEEHELEE T EEEEEE LD EEEEEE
3 . i i. 1 Mutual Ac oo fo] o S I B « B B G I B B S I LA £ EBS O B [ v
E.C, Harrison Prop., Ine. X X
State Farm Ins, X | X X
Loan tq Harrison Campajign J,x X y




SCHEDULE H—ASSETS AND “UNEARNES” INCOME

n GLOCK A report (s) the identity ¢f each asest held for invesiment or

) any other asest or souroe of Income which generated §200 or more

or your spouse’s ahild, parent, or sibling; any depoesite totalling $6.000 or lsas In pereonal savings accounts; and, inancial INerests In or incoms derived from U.8. Giovernment
progmame. For rendal praperty or land, provide a ¢ty end airest eddress os fot number.

nmmmnmumum-umnmauwummmmumm.mmmmm.lmmm
mmhmmmnmmmmmu L

n BLOCK C, indiosts the type and estegary of vakss of “unsemed” income for the ourrent te the date and, sepasately, he preceding celendar yeer, FOm 800t GRS SOUNSS
tulhl:kklulun==;un-unu-nn--»nuundu-nvnu-llu~m==anuu 'ﬂﬂﬁlhlntY‘llﬂ&lﬂlﬂhﬂlg==;ilﬁliiﬂﬂil.l
i you wish 10 indionte thit an assdt, iNcome source, Of income ia that of your spouss or dependeni child, you may de 50 in the column for That purpose en the far ek, (Tvis eslumn & optional.)
Por furthew informaiion, eee Instrustions, peges 14=10.

information current 88 of the foowing des: . DUCBMDEE 31, 1993 (Must be within 31 deys of fing date)

BLOCK A NnocK »
Asset andior income Source Valuation of Asest

Reporting Date
. Vahm 00
You may identity ssch asset and/or Incoms eourod l[c olE|F
&9 yours, your apouse’s (8), your depsndent chidd's
{DC), or [olnlty held (JT) in the leht column. This {
JHHE
@

oolumn e optional.

e
P

Wal-Mart stock

NCI stock

Southland Life stock

Circle 7 011 & Gas

Bank 1 Duncamville sccounts| | |X

Bank of Amer. DeSoto accounts| |X
For additional ssssts and uneamed Income; Use naxt page




Rdward C. Harrison I

I
“I“ﬂ””“l“ .%

SCHEDULE W -—-LIABILITIES

Papen hasbitiss of sver §10.000 owed D vy ons oredior i snp s iy pejsoiting peviod by
:ﬁ:ﬁguu1:g===:=rqqp¢w==u=::=t=uuu-uﬂuﬂﬂ“&uﬂoﬂl::nuunﬂ"h ey han.ll:::iruuuﬂ-uuuun
l& slc(o[n|ra|n]
¢ v T e
Txampier | Tiest Bankt of Wilmingion, Delawars Worigage on 180 Nain-Birest, Dover, O, X
i B.C. Harrison Properties, Duncanville Parsonal Loan e X v
Weatern Bank, Dumcanville TX Business Loan, Joint Guarantdr ¢
%
~ SCHEDULE [V —=POSITIONS
?nummumm“umnmdﬁmmmm ”mmhmnnmmm.m.ma
-JJnuq Lo othe: meaion sther thar ::uunouu-unnunmrmnmunm-nuu$:;maqplt i . el

ENSLUSIONS: Posliions heid in any religious, atslel, fraternal, or politionl entitles, and postiions ealely of an honorary neture need net be shown.

Pastion Ham of Orgenization
President B. C. Hazrison Properties, Inc.

_______1153_2:nnidnnn__F__11111:_9;11:.2:1:12:::25_92;Liu5h

v ty
Employee | Eaployee Staffing Servies Inc.

Use additional sheats it more spece I8 required. M.Cd_‘. Schedules ¥ & WV




SCHRDULE IV - POSITIONS (Additional)

Position Name of Organizattion

Preaident Duncaville Home Ruilders Assoc,

Director Dallas Assoc. of Home Builders




G

Business Information Report”

Page 1 of §
or: Gty July 2 1
DUN' & BRADSTREET INC yl?: 3”3.-
BUSINESS SUNNARY
HARRISON, € C PROPERTIES. INC DUNS: 17-410-3093 RATING BA2
+HARRI SON HOMES
- SINGLE-FAMILY STARTED 1984
BOX 381383 HOUSE CONSTRUCTION PAYMENTS SEE BELOW
DUNCANVILLE TX 75138 SIC NO. SALES $1, 600, 000
419 MORNING DOVE DR 1521 ;PIOJ
MOVED FROM (3/93) DE SOTO, TX WORTH F $318,
DUNCANYVILLE TX 75137 EMPLOYS 3
0 TEL: 214 709-8130 HISTORY CLEAR
- FINANCING SECURED
; FINANCIAL
- CHIEF EXECUTIVE: EDMARD C HARRISON, PRES-V PRES CONDITION G000
0 SPECTAL EVENTS
03/10/93 On Mar 10 1993 Jo Neill, office manager, stated that the business
1s in the process of moving to a new construction site located at 419
~3 Morning Dove, Duncanville, TX, 75137. Phone number and mailing
address wiil remin the same.
-
) PADENTS
i REPORTED PAYING - HIGH NOW  PAST  SELLING LAST SALE
™ RECORD CREDIT OWES DUE TERMS WITHIN
03793 Ppt 10000 0= -0- N0 1M
Ppt 5000 -0- -0- N30 1 %
01/93  (003) 100 -0- -0- Regular terms 1 Mo
* Each experience shown represents a separate account refortod by &
supplier. Updated trade experiences replace those previously P
reported.

Provi ded under contract for the exclusive use of DUN & BRADSTREET INC. Copyright 1993 D&8 Inc. V2.4




D88 Bustness xm*m £ C MOPERTIES. INC

.

Page 2of §

o .
™ DUN § BAAGSTREET INC

July 2, 1993
12: 36 pm

2:36

FIRANCE

Our Customer Service Center Is Available To Assist You In kﬂeﬂrc’ This
Servic

Account. Please Call (800) 234-3887 T. Speak omer
Representative. s ° SIF8-4 S

03/10/93 Interim Interin Interin
$ months 6 months
Aug 31 1990 Sep 30 1990 Feb 26 1993
Curr Assets 376, 883 334,644 461, 294
Curr Liabs 200,618 122,069 267,128
Current Ratio 1. &7 2.74 1.72
Working Capftal 176, 065 212,575 194,166
Other Assets 5, 382 S, 352 124, 824
Sres 360; 870 765, 800 e b
es S, 439
Net Profit (Loss) 36, 582 74,162 4,333
Interim statement dated FEB 26 1993:
Cash $ 142,069 Accts Pay $ 21,032
_ Work In Progress 316,425 Notes Pay 243,838
oorosits 8y
Clients S, 850
Taxes (1,592)
Curr Assets 461,294 Curr Liabs 267,128
Fixed Assets 124,624 COMMON STOCK 1,000
CURRENT PERIOD
PROFIT 4,332
RETAINED EARNINGS 156,648
PROFIT YTD 197,017
Total Assets 586, 118 Total S86,118
From FEB 01 1993 to FEB 26 1993 sales $63,439. Operating
expenses $61,106. Operating income $4,333. Net income
$4,333.
Prepsred from

Submitted MAR 10 1993 by Jo Neill, office manager.
books without audit.

PO | .

Notes payable are due to fimancial institutions for construction

loans. - o
- On MAR 10 1993 Jo Neill, office manager, submitted
figures.

She su
Projected annue! sales are § 1,600, 000.

the above

baitted the following partial estimates dated MAR 10 1993:

Bvnws dad nde= cartract for the exciusive use of DUN & SRADSTREET INC.

Copyright 1993 0AB Inc. V2.4

u
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. DB Business Information u’mﬂ £ ¢ moeernes. i @)

Pege J of §

For

" BUN & BRADSTREET INC

July 2.
Y

PUBLIC FILINGS

Browided ynder contract for the exclus've use of OUN & BRADSTZEET INC.

The following data fs for information pur?oses only and 1s not the
official record.
official source.

Certified copies can only be obtained from the

=< TUCC FILING(S) * * *
specified Negotiable {nstruments including proceeds and products -
Specified Inventory including proceeds end products - Specified
Mcount(s‘ {ncluding proceeds and products - Specified Chattel
uding proceeds and produg:}e - and OTHERS

gagor {nc

FILED: 11/16/1992
origfinal LATEST INFO RECEIVED: 01/11/1993
DUNCANVILLE NATIONAL BANK, FILED WITH: SECRETARY OF

DUNCANVILLE, TX .'To;ATE JUCC DIVISION,

DEBTOR: E C HARRISON PROPERTIES INC

COLLATERAL: Spcci fied Negotiable instruments including proceeds and products -
Specified Inventory {ncluding proceeds end products - Specified
Account(s) including proceeds and products - Specified T{mber
including proceeds and products - and OTHERS

FILING NO: 91163834 DATE FILED: 08/22/1991

TYPE: Original LATEST INFO RECEIVED: 09/18/1991

SEC. PARTY: DUNCANVILLE NATIONAL BANK, FILED WITH: SECRETARY OF
DUNCANVILLE, TX STATE/UCC DIVISION,

DEBTOR: E C HARRISON PROPERTIES INC ™

COLLATERAL: Specified Negoti wle instruments and proceeds - Specified Inventory
and proceeds - Specified Account(sl end procuds - Specified Farm
products/crops and proceeds - and

FILING NO: 91133009 DATE FILED' 07/11/1991

» Original LATEST INFO RECEIVED: WWINI

SEC. PARTY: DUNCANVILLE NATIONAL BANK, FILED WITH: SECRETARY OF
DUNCANVILLE, TX STATE/UCC DIVISION,

DEBTOR: E C HARRISON PROPERTIES INC 9 ¢

COLLATERAL: Specified 1ot 23 " ,

FILING NO: 91230543 DATE FILED: 12/02/1991 !

TYPE: Original LATEST INFO RECEIVED: 01/02/1992'

SEC. PARTY: DUNCANVILLE NATIONAL BANK, FILED WITH: SECRETARY OF i
DUNCANVILLE, TX STATE/UCC DIVISION, .

DEBTOR: E C HARRISON PROPERTIES INC X :

FILING NO: 89115851

TYPE: Termination DATE FILED: 11/16/1990

" SEC. PARTY: DUNCANVILLE NATIONAL BANK, LATEST INFO RECEIVED: 01/14/1991
DUNCANVILLE, TX ORIG. UCC FILED: 05/22/1989

DEBTOR: HARRISON, € C PROPERTIES INC ORIG. FILING NO: 89115851

FILED WITH: SECRETARY OF
1S";A'I'E/Ut:ﬁ DIVISION,

Copyright 1993 D83 1Inc. v2.2




D88 Business Inforswtion h.man ecmrgnes i @ Page 4 of §

For: : ' Ny 2,
" DN & BRADSTREET INC VA

PUBRLLIC FILINGS (continued)

FILIIG NO: 88160942

TYPE: Terwination OATE FILEOD: 10/30/1$90

SEC. PARTY: FIRST INTERSTATE BANK NA, LATEST INFO RECEIVED: 12/10/1990
SEOFORD, TX ORIG. UCC FILED: 07/08/1988

DEBTOR: HARRISON, E C PROPERTIES ORIG. FILING NO: 88160942

FILED WITH: SECRETARY OF
%;ATE/UCC DIVISION,

P e RS PP e E e e PO OO PP e PO PP TeEe S r T rTrTrTeeec e e Sl SR TR T s T e wEases

FILING NO: 88039377

TYPE: Terai nation DATE FILED: 10/30/1990

SEC. PARTY: FIRST INTERSTATE IMK. BEDFORD, LATEST INFO RECEIVED: 12/10/1990
ORIG. UCC FILED: 03/11/1988

OEBTOR: HARRISON £ C PROPERTIES ORIG. FILING NO: 88059377

— FILED WITH: SECRETARY OF

gATEIUCC BIVISION,

L R L T P P L P P L L L L P I L LA D R T A A A R R R L L L L L T 4 A L L AR T 2 Y oy

© FILING NO: 88043051
= TYPE: Terwinatfon DATE FILED: 10/30/1990
SEC. PARTY: FIRST INTERSTATE BANK NA, LATEST INFO RECEIVED: 12/10/1990
© BEDFORD, TX ORIG. UCC FILED: 02/22/1988
DEBTOR: HARRISON, € C PROPERTIES ORIG. FILING NO: 88043051
FILED WITH: SECRETARY Of
) STATE/UCC DIVISION,
X
W (FU— - e i

The public record ftems contained in this report may have been
paid, terminated, vacsted or released prior to the date this
report was printed.

HISTORY

03/10/93
EDWARD C HARRISON, PRES-V PRES TRISH HARRISON, SEC
DIRECTOR(S): THE OFFICER(S) b

<
CORPORATE AND BUSINESS REGISTRATIONS REPORTED BY THE SECRETARY
OF STATE OR OTHER OFFICIAL SOURCE AS OF 04/29/1993:
BUSINESS TYPE: Corporation - DATE INCORPORATED: 11/30/1983
Profit STATE OF INCORP:  Texas
Provided undar ceatract for the exclusive use of DUN & BRADSTREET INC. Copyright 1993 (%8 1Inc. V2.4

\
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RESE 2 8 by i
A

_ﬂwmlnfu‘ﬂmll.lmﬂl € C ROPRTIES lof‘ Page 5 of §

For: ,
OUN & BRADSTREET INC Hing 4

MISTOR)Y (continued)
SBusiness started 1984 by Edward C Harrison. Relocated Mar 1993
from De Soto, TX. 100% of capital stock is owned by officers.
EDWARD C HARRISON born 1954. 1975-78 employed by Red Bird Forg,
Duncenville, TX. 1979-83 employed by Kretger Equipment, Dallss, TX

1984 to present active hers.
TRISH HARRISON born 1953, 1974-83 employed by Adrian
Construction Co, Dallas, TX. 1984 to present active here.

OPERATI OW

03/10/93 Contractor of single family housing, specializing in new

construction (100%).
Contractor specializing in single fanily new homes (100%). This
business contracts 100% of work to others. Contracts are obtained

;g;.ough bidding $0% and negotfation 50% Terms are progress payments

Progress payments are billed bi-weekly. Sells to general public.
Territory : Local.

N

O Nonseasonal.
EMPLOYEES: 3 including officers.
o FACILITIES: Owns 600 sq. ft. in one story brick buildinf.
LOCATION: Residential section on sf{de street. Office is
© located in a model home.
07-02(263 /001) 00000 101 166
’ == END OF REPORT --

I f you have anmest:’ms or suggestions about this report
please call the Customer Service Center at [(800)234- 3867.

wi

Provided under contract for the exclusive use of DUN & BRADSTREET INC. Copyright 199) 088 Inc. V2.4




'Ed Harri8®n for C@ngress
e

*Time for a new conservative Congressman from the 24th District serving Tarrant, Dallas, Ellis & Navarro Counties"
P.O. BOX 381383 DUNCANVILLE, TEXAS 75138 (214) 709-8130

Ed Harrison
stresses need for
conservative,
pro-business,
Texas Congressman

.-

Republican businessman Ed Harrison launched his cam-
capaign early for Congressman of Texas District 24, repre-
senting parts of Tarrant, Dallas, Elis, and Navarro Counties.
Harrison knows it will take hard work, good organization
.and strong financial support to unseat liberal Democrat
Martin Frost. Ed and his campaign are prepared %0 do what
& takes to win.
“"We have 1o stop this run-away tax and spend liberal
Congress,” warns Harrison. "As a businessman | know how
- 1o operate within a budget, work with people fo create a
vision and accompilish positive results. We need 1o pass the |
“balanced budget amendment and redurss the national debt.  Ed Harrison, prominent business man and civic leader; owner
i we remove bureaucralic waste, reguialions, and unneces-  of Harrison Homes, a successful residentlal construction and
sary taxation, we will encourage the privale seclor, small property development firm for over a decade.
and large businesses, to become more productive and

create more jobs at all levels. be nothing lc do.” quips Harrison
The incumbent, Frost, has been rated more anti-hisiness
*The government needs to than Ted Kennedv by pro-business forces like the National
. . Federation of incependent Business. At a town hall meeling
befriend small busum, not in Duncanville in 1992, Frost said, “The probiem 1S not the
. monev being spent but rather the lack of money coming in.”
be”tﬂe them' we nwd‘o w rrost voled ror new taxes, to rarse 1@xes ang to permit
7, H w sl spending of federal funds for surveys on sexual behavior,
Amenca workmg but, he voted agamnst a $21 million cut in tax-funded Con-

- Ed Harrison gressional junk mail and against term lims for congress

However, Frost does get high ratings from the Amencan
The government needs 10 befriend small businesses, not  Civil Liberties Urion

belittie them. We need to get America working again,” Frost is part of the liberal, Washington, D C establish-

challenges Harrison. ment. The hard working, conservative people of Texas need
“To paraphrase Thomas Jeflerson, when government to know Frost no longer represents their interests. He

tells business what it car dc wmmmm will  doesn't even think like a Texan any more
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Ed, 39, has built and oper-
ated a successlul business
over the past decade. He is
President and C.E.O. of E.C.
Harrison Properties, Inc.
which is headquartered in
Duncanville, Texas. Heis a
member of the Duncanville
Chamber of Commerce; the
Belter 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-
ment Builders of Metropoli-

~tan Dallas (HAB).
- Ed served in the United

States Navy in the early
C1970's as a construction elec-

irician with the Seabees be-

fore receiving his honorable
codischarge.

He received his B.S. de-
gree in history from Dallas
_ Baptist University in 1980.

“Additionally he earned a
g Master’s degree from Dallas

Theological Seminary.

N

gk k
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What kind of man is Ed arnson ?

Ed Harrison and his wife Trish with their three children, Brhn Karl, and Kelly.

Ed aiso 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 aiso served as a
delegate to several state
Republican conventions.

Ed Harrison is active in his
community and profession
He's a dedicaled lamily man

*‘:‘; * *‘--M 9

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

. A man you can trust.

A X Xk kX kX kX kx kx &k x kx k Kk
Join the Ed Harrison
Congressional Campai gn’

Lel's send a conservative, pro-business Congressman lo Washington from District 24 to ngr y represe

the people of Tarrant, Dallas, Elis and Navarro counties. We're building a solid campargn or:

every community We can use your help. You can make a difference’

To find out more give Ed a call at (214) 709-8130
Thank you.

PAID FOR BY ED HARRISON
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Bd Bscrcrison for CongrdP Cospal

B Mot 90 Srewt K33 5e sl
P.0. Box 381383
) Coy. Bare and D% Code _
Duncanville, TX 75138

§. TYPE OF COMMITTEE {Chack one) o
() 600 Tois commnes o & princips! campeigs commines. (Complete the condidule information beiow.)
L] ®i s commiies 18 an suthorized comeiies, eng s NOT 8 piincipsl compaign commilies. (Complete the candidais iniarmation belew )

Hone of Condidate Condiduie Pory Miiaticy | Olice Sought I::::EEE;J
Bd Narrison Republican .8, Ho

3 and Is NOT
[]lqﬂucu-hu-mnnﬂuunucﬁ-naulh- — 0 e Buorized commities,

[ @ ™s commides s« comeitiss of e . Pay.
Piasonal, Sale o suborGrale) emocratic, Republican, eic)

D fe) Tris commilied 's ¥ separale segrejaied bund.
E]crNbunﬁIu-munuqunn-unnu-nﬁdhianahb-nhuownuunhtqnmhdhucu'uwundum

Kama of Connecled Safing Address ond
o,...-..ﬁﬂhuuae..-.. 2P Code Seleionstly

" Type & Conneciad Organizasion
D Coporssion [J Corporasion wio Capitsl Stack [ sber Organtzation [JMembership Onganization [ Trade Associstion [) Cesperative

7. Custodign of Records: idently by name, address (phone aymber ~ oplional) and posiion of T person n possession of comeiiies bosks and

Full Bame Mafling Address Tide er Posiion
Karen Nealy 1417 Primrose Asst. Treadurer
§. Tressurer: Lis fre name and adde55 (phons number — aphongl) of the Yeasurer of the comnilles; 8nd the namd and address of any designated
e Fod Famey Haling Address Titie or Posltion
Mike Neill 201 Pesrly Yop Treasurer
GClenn Heights, TX 75115
Karen Nesly (See Above) Asat. Iisasurer
0. Banks or Other Deposiiories: Ust ol barks o ofher deposiiories n which the commilles deposits kunds, holds accounts, senls safely deposit
boxes or mainlaing fynds.
Hame of Bank, Deposiory, elic. laliing Address gnd TP Code
Western Bank 219 E. Canmp Wisom

Duncanville, TX 75116

1 corilly Bhal | have examingd this Statement srd  the best of
TYPE OR PRINT NAME OF TREASURER .

. | OATE
Mike Keill {May 6, 1993

NOTE: Submigsion of lalse, erongous, or incomglets information subject e parson signing this Siatement 1o the pengies of 2U.S.C. §437g
ANY CHANGE IN INFORMATION SHOULD BE REPOATED WITHIN 10 DAYS. ’

By o revised 487)




REGURAR MAIL

TRTL L Harrisor

for Congress

P.O. Box 381697 ¢ Duncanville, Texas 75138
July 1, 1993 o

Clerk of the Bouse of Represeatatives
1036 Loagworth Bouse Office Building
Washington, DC 20515-6612

To Whoa It May Comcezm,

While testing the water, prior to filing with the FEC ecmoerni
a race for Texas’ 24th congressional district, I bad eome
brochures and lettesrheads made. On thess brochkures asad
letterheads I placed my company’s mail address sand phone
auaber. Additionally, i» filing =y cand with the FEC I also
used sy companies address asd phone mumber.

Bowever, since filisg with the PEC I bave become aware that this
is isproper and mot allowsd. Therefore, I have mow ordered asw

brochures and stationsry showing the aew aad separate address
and phone mumber from my compaay.

MmN g nwip’
T |

- £ 700 S0
T "ﬁ&%’rﬁn T

LY

I bopa to conform to mny aad all PIC guidelines and I apologise
for this errxor.

Siscerely,

AL

Bd Barrison

J

FEC IDf C00281543

[ TSNS, TS SR ——




Dun&Bradstrees. @ 9
Business Information Report®™

Page 1 of §
For: e July 2,
DUN' & BRADSTREET INC 1&;”;
BUSINESS SUMNARY
HARRI € C PROPERTI INC DUNS: 17-410-3093 RATING BA2
«nnznqku HOMES e
: SINGLE-FAMILY STARTED 1984
80X 381383 HOUSE CONSTRUCTION PAYMENTS SEE BELOW
DUNCANVILLE TX 75138 SIC NO. SALES $1, 000
419 MORNING DOVE OR 1521 irm
MOYED FROM: (3/93) DE SOTO, TX WORTH F 3318,
DUNCANVILLE TX 75137 EMPLOYS 3
TEL: 214 705-8130 HISTORY CLEMR
FINARCING SECURED
. FINANRCI AL
CHIEF EXECUTIVE: EDWARD C MARRISON, PRES-V PRES CONDITION GOOD
SPECTAL EVENTS
03/10/93 On Mar 10 1993 Jo Neill, office manager, stated that the busipess
is in the process of moving to a mew comstruction site located st 419
Morning Dove, Duncanville, TX, 75137. Phone number and miling
address wil1l remin the same.
PAYMENTS
REPORTED PAYING : HIGH ROW PAST SELLING LAST SALE
RECORD CREDIT OMES DUE TERMS W TWIN
03/93 Ppt 10000 -0 -0- N0 1M
Ppt 5000 -0- -0- N3O 1M
01/93 (003) 100 -0- -0- Regular terss 1M
* Each experience shown represents a separate account by s
supplier. Updated trade experiences replace those previously P
reported.

Crevided Lrdes con®ract for the exclusive use of DUN 3 BRADSTREET INC.

Copyright 1993 DiS Inc. V2.4
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SCHEDULE |~ EARNED INCOME (INCLUDING HONORARIA)

3 | Rdward C. Raccieon

LA T
un—mmuﬂummmwmnmmmmmmunummm-manm
s adali 10 b capaied, sacapl for aiane, fo 1 Soishod

:hh%ﬁﬂ*&hﬂ?p&ﬁtmwnmmmdm
Tiwe
mil!l llllllllll SR ANS m IIIII LR} ..llliil.l‘ Esennea
N
Salary 16,000 46,000
2,900 1,30 "7
8. C. Riarrinon Prop., Inec. Balary 40,800 0
K: C. Sarrisom Prop., Inc. Commisston 18,500 | 20,133 |
. C. Marrison Prop., Inc. Ronus 35,000 35,000 3
This page may be copled ¥ mere spasce le requived. Fnol__i:o'lI Bchedule |
T St 8 e i
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Sunduy, Septevber 12, 1908 DARLINGTON NEWS
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Harrison will challenge Martin Frost for congressional seat

tade Republican canvenilons

O Candidate platform is lower taxes, spending cuts and a balanced budget e and Als wife 1k, Save

trict == three chiMren, Urtun, Wl wnd
fiscal Ciintor’s defici reduction peckags, incyears Nistory exncuiive officer Nurson  Kelley.
et ot v gre oat o ¢ ' wm-"&"f’um 4 bls endtornen wrs ording

| A DeSele homebsilder an. Sevvalive, col 8 spend and fax give sgaed 1ol |sw sl mosth nation, M » ML g ot
- T “.l. .:.“'lﬂ. m’:ufh,' .ugm ““whu“ his - Rieratyre 'm': Stale R m‘l‘l:;l\!f‘\l ul.yc::uﬂ
' : ax it out of i ' and vois ol lenst thnag 0w the problems momber of the Duncaavily Cham- dorf, Courty © o simisinaer
Tiws Republican willbe ashamedly vl owr [T .‘Mnun-.lhnhn or of Dottor | aniness  Jiwm Jocksoa, Tarrant ( cants vhee
mum-ﬁm mllull-ll:m_ o operats wilhin & werk --.mm.n» i1 David Wiitiama | e ¢ cwnny
the wiih (o cTonie & sod  dependont Busicsm and eerves as Snertti Johm Gagr and hresary May
election schaduled Novembor wmid. “By biv own admission, .'w e T o s Dunssuviis Homs f 8d previden v e aih, 1on
L) m Ellls and mq'.'.lb .-.-”u- [N oud Apartment Bulidors Amocte: & Couscll of Lanernnerl Dnvid
muﬂq soulh- cord by-aking retreactive s Chiaf among bis efforts wil) b0 e and (ho Natiooa! Ameciation Deyle.
nmd% OIII: lacrenss bul he spproved it = lobby lu.::‘hnu budget  of Nome Buliders, N mys
; mmhnnudﬁh.ll w&mmm 'V-abnlﬂlhlll He served (a Ghe Navy i the
i - Rispamis and 10 percont (o Clinten over his constheenis, he budgel amendment asd reduce (he  [76s as & constraction electriclan,
: Americas, -, Goficit,” bo snid. “If We remove b=  holds & bachelor’s dagres (o hisio-
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A SehiwPesigis  gatarday, August 20, 1993 N

DeSoto Republican already gearing up to take on Frost

Votars i menn and
the M)

$100.000 of his oWh peed a Lot of catching up 10 do as fov

which ho sid voted v

stert sverywhare iis year,” she
sld "I kind of o tend, bat ITs

ko attributes the early slart e

ercouraged
Frost's newly redrawn district,
for
Bush in last preslden
and 68 parcent for Yoy
tohilson laat

foul vary comfortable witb the level
of support there,” be seid.
[ ]

Mz. Frost, by the way, is not the
only congressional incumbant fac
ing opposition so long before the
slection

US. Rep. Sam Johason, R-Dallas,
has had somecns within bils own

purty campaigning sgainst him
since April

Dave Schum, sn insurance agent
TOME Dalles, sald he has

decided to enter the Republican pri-
mary agalam Mr. Johnson “because
in this district typica}:

Iy W draw opposition within
thely owe party. [ think thet's den-

Mr. Schum's compalgn orgeniss

Harrisom's. M1 Shum bded el
ebout §5,000 snd hiav no campm
besdquarters

His malo Imerest 'n running,
sald, 1y %0 overiinal the leders, .
come tax code replacing it with
national sales tax

Mindy Tucker Mr Johason
press secretary. said the congii:
man “welcomes comjvlition In th
upcoming election ”

“Helo—brwd—~crrrervertoarw i
this man and is glad the dobste 11
fall will be on the budyc! and Wax:
& subject near ani dewr 10 his hear
and (mportan! o the residents
e Ird District

David Flick s an ussigliami 11
editer in charge of local pelitie’

. cevarage.
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creme be St Ehe Presl s
tmmlly roies o My (2w and
apendieg T wee't. The wariday o
sl womner eusl 1mnall buiaessis of
o sreh comtavoe (o sefler frone the
dreaded Temss “Srost e Sies
Porgt b BT Tlinten’s Corfrantiias
= Texsa ' Gme for & ChEnge. B
tirae 1 defroet Congress,” sald Har
rson.

Harridon hew sreecy boet endory.
2 by many ey elected officiais in
the ares including Dallsd Cousty
Commigionsr Jn Jedses, Tar-

. rrnt County Sherif? David Willisos
Ellis Comuty Sheriff Jobo Gege. Tar-
rant Coumty Tz Assessor June Gar-
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Ed Harrison lm-pﬂmhbunmnnocommhmm-\d‘my!o e U.S.

. Harrison, 8 Repubfican, plans ta challenge longtime Democratc Congreseman Martin
Frost in the 1964 election next November. Frost has yet 1o draw any other copaston lor the 24th
District seat, which includes the cities of Best Southwest

Ha{rison candidacy gets boost
from receptian of Republican
leaders held in Duncanville

A recepiren mas held 2
Harnson last Trorsday 2
Duncanvilie HoliZy 7= o emos
age him to chalenge Manin Fros
11 ACAl years corgresuional cles
tion The ever: wgs "osted Ty
who's-who of Re~_t an icazens
in the twenty-fou==> congrestiona
disingt

It yectuded Da'la







Ed Harrison

for Congress

Paid For By Ed Harrison For Congress Campaign




o - et

e A T

- uwm,.h
£d Harmson .C.- Congress c‘m’
ADORESS (rumber srd swost) [ | 8 Gheront han pr oo 2 FEC IDENTIFICATION NUMBE

PO Box 32/697 cooss1593 (/85780

CITY, SVATE ond DP CODE STATEOSTRCY 3. 18 TiaS REPORT AN

OF REPORY
['lmtsomﬂm TweMh day repont preceding _f7imar 62»
o Eucsent
[ | Sy 15 Quartery Repon vecionon_March £ nvesuno_Teyas -
[ | October 15 Ouantedy Repon (] Trrieth day repont following the General Etection on
[ | denvary 31 Year End Repon = I he State of _

[ 1 2y 31 40 Your Repon (Non-stecton Yeor Ony) [ | Termination Repon

~ :
.ﬁ..':’: _E ProaryCocion [ | General Eracron [ | Specia Erction [ | Aunom Eiaction

SUMMARY
h , COLUMN A COLUMN B
8 CoveingPercd_ /-/- 94 wough_2-16 - 94 _ . TwisPeded | Colends Yoor-to-Dote
6 MNet Contdulions [ofher San loans) L = e {
— . - -._.-.L_.qr-—---«.--- - e -
)  Tow Contridbutions (oher han loang) (om Line 11(e)) . . . . . . /é,?& ;! Y. TR

®) TowsContribution Refunds (homlLine20id)) . . . . . . . . sofa =

£}  Net Contributong foiter Than Bans) (sublract Ling 60} fom §(a)) . .

7.  Net Operafing Expendihres
(2) Tow Operaing Expeniiuves lomline 7). . . . . . . . .

| . olg, 02 | . L5407
®) Youal Ofisets 1o Operating Expendiures (romlinetq) . . . . .
r—- - - -
)  Net Operating Expendituses sublract Ling T(d) from 7(a)) 2
- — L ] L2422
8  CashonMand 2t Close of Reporing Pericd (lomime 27) . . . . . . For further Information
E o 20 — I’: 29 conisct.
 J s and Oniigations Owed Commitice o
_ (Memize MonSchedis CondorSchedue Oy . . . . . . . . . L, L S :::dmt.ﬁ:wm
0. Debis and Obigations Owed BY he Commillee Washinglon, DC 20463
Memize MonSchedipCoandorSchedule D). . . . . . . . . . M Tol Frae 800-42¢ 9530
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of Receipts and

T CONTRBUYIORS (ol Ton oane] FROM

L RECEFTS

) Indviduats. Persons Ovwr Than Polllical Cemmiliees
A Romized (wee Schedude A) .
@ Untemized . . . .
ntudmw'mm

®) Polsicat Party Commiliees . . . . )

nwwmmurm) TS - & 5 e

) The Cansidate . . . i » ) . ™

.': 1™

12 TRANSFERS FROM OTHER AUTHORIZED COMMITTEES
TTOARS

10) TOTAL CONTRIBUTIONS (ofhar than loans Xadd 11(a)(i). ). (c) and () Lo Ll 4 eSS 1"

¢a) Made or Guaranieed by thg Candidate .
®) AnOtherLoang . . . -
€) TOTAL LOANS (add m;wpn ;

4. OFFSE TS TO OPERATING EXPENDITURES (Refunds, Rebates. ek )

s 15 OTHER RECEWTS (Dwidends, Inleres?, eic) .

v 16 VOTAL RECEIPTS (add 11(s). 12, 13(c), 14 and 1S) .

L DISBURSEMENTS

17. OPERATING EXPENDITURES .

18 TRANSFERS YO OTHER AUTHORIZED COMMITTEES

9. LOAN REPAYMENTS:

(a) O Loans Made or Guaranieed by the Candidale .
®)OtAl Ouher Loans . . .
) TOTAL Lommnmmsua "m“EL

$2#

20 REFUNDS OF CONTRIBUTIONS TOr

mm’amwmww X
() Polltice! Party Commiless . . . o S
movmwmwnrmu 5 "
@) TOTAL CONTRIBUTION REFUNDS (add 20(a). ﬂwk)} ’

21. OTHER DISBURSEMENTS .

EIEY)

22 TOTAL DISBURSEMENTS (add 17, 18, 19(c). 20(d) and 21).

#1. CASH SUMMARY

—

25 CASHON HAND AT BEGINNING OF REPORTINGPERIOO . . . . . . . . . . . |
24 TOTAL RECEWTS THISPERCO (romLine 18). . . . . . . . . . . . . . . |8
25 SUBTOTAL (add Line 23 and Line 24) . ‘ ‘
26 TOTAL DISBURSEMENTS THIS PERIOO fromUne22) . . - - . . . . . . . . |8
27. CASH ON HAND AT CLOSE OF THE REPORTING PERIOD (sublact Line 26 hom 25) .
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FEDERAL ELECTION COMMISSION

WASHINGTON, DC 2908}
April &4, 1994

Eeaneth H. Nolberg, Esqguire

Wilsom, Williams, Molberg & Nitchell
2214 Eain Street

Dallas, TX 75201-4324

Dear Hr. Molberg:

This letter acknowledges receipt on Barch 29, 1994, of your
complaint alleging possible viclatioms of the Federal Election
Campaign Act of 1971, as amended ("the Act®). The respondent(s)
will be notified of this complaint within five days.

You will be notified as soon as the Federal Election
Commission takes final actiom on your complaint. Should you
receive any additiomal information im this matter, please

forward it to the Office of the General Counsel. Such
information must be sworm to in the same manner as the original
complaint. We have numbered this matter MUR 3951. Please refer
to this numaber in all future commmmicatioms. For your
information, we have attached a brief description of the
Commission’s procedures for bandling complaints.

Sincerely,

Thoap $- Todon

Bary L. Taksar, Attorney
Central Enforcement Docket

Enclosure
Procedures




FEDERAL ELECTION COMMISSION

WASHINCTON, DC 20463

April 4, 1994

Michael C. Neill, Treasurer

Ed Harrison for Congress Committee
215 East Freeman, Suite 100
Duncanville, TX 75116

Dear Mr. Neill:

The Federal Election Commission received a complaint which
indicates that the Ed Barrison for Congress Committee
("Committee”) and you, as treasurer, may have violated the
Federal Election Campaign Act of 1971, as amended ("the Act").
A copy of the complaint is enclosed. We have numbered this
matter MUR 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 ocath. 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 accordance with
2 U.S.C. § 437g(a)(4)(B) and § 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.




Michael C. Neill, Treasurer
Ed Harrison for Congress Committee
Page 2

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

Sincerely,

amony 3- Tohoon

Mary L. Taksar, Attorney
Central Enforcement Docket

Enclosures

1. Complaint

2. Procedures

3. Designation of Counsel Statement




FEDERAL ELECTION COMMISSION

WASHINCTON, DC. 20463

April &, 1994

Bdward C. EHarrison, President
E.C. Harrison Propecrties, Inc.
P.0. Box 381383

Duncanville, TX 75138

MUR 3951

Dear Mr. Barrison:

The Federal Election Commission received a complaint which
indicates that E.C. Harrison Properties, Inc. and you, as
President, may have violated the Federal Election Campaign Act
of 1971, as amended ("the Act®"). A copy of the complaint is
enclosed. We have numbered this matter MUR 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 cf this matter. Wwhere
appropriate, statements should be submitted under cath. 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 accordance with
2 U.B5.C. § 437g(a)(4)(B) and § 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.




Edward C. Harrison, President
B.C. Harrison Properties, Inc.
Page 2

If you have any questions, please contact Joan MNcEnery at
(202) 219-3400. ror your information, we have enclosed a brief
description of the Commission’s procedures for handling
complaints.

Sincerely,

gy 8- Toleal

Mary L. Taksar, Attorney
Central Enforcement Docket

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




FEDERAL ELECTION COMMISSION

WASHINGTON, D C 20463
April &, 1994

Edward Carl Harrison

c/0 Ed Harrison for Congress Committee
215 East Preeman, Suite 100
puncanville, TX 75116

PERSONAL AND CONFIDENTIAL

MUR 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 amendad ("the Act"). A copy of the
complaint is enclosed. We have numbered this matter MUR 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 you in this
matter. Please submit any factual or legal materials which you
believe are relevant to the Commission’s analysis of this
matter. Where appropriate, statements should be submitted under
oath. Your response, which should be addressed to the General
Counsel’s Office, must be submitted within 15 days of receipt of
this 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 accordance with
2 U.S.C. § 437g(a)(4)(B) and § 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.




Edvard Carl Harcison
Page 2

If you have any questions, please contact Joan McEnery at
(202) 219-3400. Fror your information, we have enclosed a brief
description of the Commission’s procedures for handling
complaints.

Sincerely,

mony 3- Todwo

Mary L. Taksar, Attorney
Central Enforcement Docket

Enclosures
l. Complaint
2. Procedures
3. Designation of Counsel Statement
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P.O. Box 381697 s ot e T

Apxil 18, 1994
FEDERAL ELECTION COMMISSION
Washington, D. C. 20463

Re: NUR 3951

Dear Ms. Taksar,

Please allow this letter to serve as a reguest for an sxteasion
on your request for imfermation concerniag a complaint against
the Rd Harrison for Congress Campaiga. The dats of receipt ot
the complaint was April 11, 1994. We an extension from
April 26 to May 11, 19%4 for the follow roasons )

The primary election was just completed on March 8, leaving
the campaign in the catoh up mode.

The last required FEC filing was April 13, causing much of
our volunteer time to be spent on processing that paperwork.

!h.‘pnpox'ort and record gathering necessary to respond
g:::o:ly has provea to take more than the expected amount of
Thank you for your considsration in this matter. We await your
response.

Sincerely,

L

Ed Harrisgn




April 19, 1994

Federal Election Commission
Washington, D.C.

Rea: 3951
Dear Ms. Taksar,

I wvas ta?nl:.d by the Federal Election Commission to provide
information on a complaint against my business. The complaint
wvas received on April 12, 1994,

I request an extension to May 11, 1994 for a response to this
complaint due to the extreme amount of time I hava been required
to dedicata to the campaign. It is my desire to respond to the
complaints in the most professional and detailed manner
possible.

Thank you for your consideration of my request. I await
response.

Sincerely,

égmﬁ:k

Ed Harri




FEDERAL ELECTION COMMISSION

WASHINGTON DC 20463

APRIL 21, 1994

Ed Harrison

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

RE: MUR 3951
Ed 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 McEnery at
(202) 219-3690.

Sincerely,

TG . Tadrao

Mary L. Taksar, Attorney
Central Enforcement Docket




FEDERAL ELECTION COMMISSION

WASHINCTON, D C 20463

APRIL 21, 1994

Edward C. Harrison, President
E.C. Harrison Properties, Inc.
1314 Indian Creek
DeSoto, TX 75115

RE: MUR 3951

E.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
May 11, 1994.

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

Sincerely,

Moy & Teboon

Mary L. Taksar, Attorney
Central Enforcement Docket
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P.O. Box 381697 Duncanville, Teas 75138 Tel (214) 1“-674 (800) 296-1674

May 11, 1994

Lawrence E. Noble, Esg.

Federal Election Commission
999 E. Street, N.W.

Washington, D.C. 20463

Re: Answer On Behalf Of Mg?ﬁ/ —

Ed Harrison for Congress Committee
Dear Mr. Noble:
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Enclosed please find the Answer On Behalf Of Ed
Harrison for Congress Committee which is being filed in
response to the formal Complaint against same. Such Answer
has been duly sworn to by Ed Harrison, the candidate.

Sincerely,

Michael Neill

Treasurer

ure
d Harrison




May 11, 1994

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

Re: Answer On Behalf Of
Ed Harrison for Congress Committee

Dear Mr. Noble:

Enclosed please find the Answer On Behalf Of Ed
Harrison for Congress Committee which is being filed in
response to the formal Complaint aga.intt same. Such Answer
has been duly sworn to by Ed Harrison, the president.

Sincerely,
Edward C %
ECH:sp
Enclosure

cc: Ed Harrison for Congress Campaign




P.O. Box 381697 Duncanville, Texas 75138 Tel. (214) 296-1674 (800) 296-1674

May 11, 1684

Mr. Lawrence Nobie, General Counsal
Federal Election Commission

996 B Street, NW.
Washington, D.C. 10483

RE: MUR 3851
Dear Mr. Noble:

The purpose of this lstter is to flle a joint response in the above entitied matter on behaif of the
Ed rarrison for Congress Commilies and E.C. Harrison Properties, inc. The Compisint filed by
Kenneth H. Molberg, Democratic Cheirman of Daflas County, appears to make four allegations
to which this response is made.

Compensation Paid fo Ed Harison during 1962 and 1983

The compensation paid to me as President of E.C. Harmrison Properties, inc. ("Harrison”) during
1983 is not $40,000 grester than the amount paid during 1962. The Compisinant has simply
misinterpreled my Personal Financial Disciosure Ststement. An expianation of the sources used
10 compensaie me for my services appeers below.

Since the estabilshment of Harrison eleven ysars ago, my services have been compensated

through a combination of @ salary and 8 commission/bonus system. At least 55 parcant of my

compensation during 1092 and 1983 was the result of the bonus and commission caiculstions.

There is 8 history that both myself and the Ganeral Manager of Hamrison have been pald on &
asionh best

The amount paid scoording to the bonus/commission system is directly depsndent upen the
parformance of Hamison. Harrison is 8 small for profit development company and its income is
contingent upon many economic circumstances. The business incoms varies from year 10 year.
Therefore as ths busingss :A0COMe changes 80 does the amount awarded as commisaion and
bonus.

Harrison compensaisd me for my services through two entitites in both 1082 and 1863. In 1982,
| was paid approximately $58,133 directly by Hasrision on a bonus and commission basis. Also
In 1962, | was paid 548,000 In salary as an employ=e of an empioyee leasing firm (contracted
with Harrison) known as Employes Staffing Services, Inc. (ESSI). My toial compensation from
marrison for 1962 was $101,133.

ES8! is an empioyse leasing fisn with whom Harrision contracted because it could provide
certain empioyes benefits which Hamison as a small compeny could not obtain itself,

, ESSI was used to obtain group hesith insurance and retirement benefits. Both the
Genersl Manager and myself were placed in the employ of ESSI. Enciosed you will find copies
of ESS| payvoll reconds which indicate the payments requested from Harmison as a client for
payroll services for Jo Nelll and mysel!. See Exhibit A sttached hereto.




During 1963, a salary was paid to me by Harrison in the amount of $40,800. The employse
isasing service was terminated afier payment of salary of $§16,000. These two amounts when
combined with the sslary and bonus amounts total $110,300 or just $8,137 more than the
amounts paid in 1992. As stated belore, the differencs in compensation is direct!y reiated to the
siight increase in sales during 1983.

Loans Made fo the Ed Herrison for Congress Commitfes

As of December 31, 1683, | had made personal loans to ‘he Ed Harrison for Congress
Commities ("Commitiee”) totaliing $110.368. These loans were made from my own persongl
funds. They are evidenced by a set of documents duly exscuted between the Commities and

mysel

On August 14, 1993, | received a personal loan from Harrison in the amount of $80,000. | am

the sole stockhoider and my ability to borrow from the corporstion is authorized by the corporate
bylaws. | have done so on several occasions since its establishment. The loan transaction was
conduciad in the normal business manner. A note was executed between Hamison and me and
included a commercially reasonabie rate of interest. See Exhibit B attached hereto.

Using what | believe t0 De my personal asssts, | sxecuted s loan to the Committes on
September 14 in the amount of $50,000. A loan document was execuied between the
Committes and me which required repayment by August 14, 1004. See Exhibit C sttached
hereto.

The Commitiee issued 8 payment to me on March 28, 104 in “artial pgyment of its obiigation to
me. Prior to April 15, 1904, | Issued a check to Harrison in the. amount of $50,000 for the
amount owed personally by mes.

it is my firm belief the funds which | used tc make the ican to the Commitiee were in fact my
personal funds. | am the sole stockhoider of my own corporation. My actions were consistent
with the corporate bylaws both as to procedure and subsiance. | am aliowed to bormow money
for purposes | believe to be worthwhile. | have borrowed and repaid monies 1o the corporation
on several prior occasions. As the sole stockholder possessing the right fo borrow from the
company | belleved that the funds loaned 10 the Committea wers, in fact, my personal funds
permissible under the Act.

Use of Corporate Facillties

The sllegations of improper use of corporate facilities arise from the identification of a corporate
post office box a3 the address of the committes and the provision of a corporate telephone
number for inquiries - a circumstance correciad more than 8 months prior to the filing of this
Compiaint. | wrote a letier 10 the Commission on July 1, 1084 indicating that | balleved that |
had errored in using the corporats address and telephone number as my legal address for the
campaign and response location. | moved expeditiously to change the address and talephons.
Agsin, that action was taken more than 8 months prior to the Primary Election and prior to any
significant campaign effort. The Committae opened its own campaign hesdquarters on or about
Septembar 1, 1963

The fact is that any resulting use by the Committee of the corporate facilities as identified by the
Complainant wes de minimus end consequently would be considered Incidental under the
Commission rules and reguiations. As to the various items mentioned, | wili make the following
specific comments.




Use of Corporate Empioyees. Harmison is, as previously stated, 8 small corporation. m
only three empioyess of which | am one. The olher two empioyees, one the general MANEYET,
never performed campaign services while at the corporate faciilty.

Use of Corporate Faciiiss. The Act does not prohibit the incidental use of corporate facililies.
Whiie | have made Infrequent use of the faciillies (I.e. telephone) on behaf of the Commilles,
that activity has not exceeded one hour per week. | do not belleve thet my aclions or the aslions
of the Committse constituis an improper use of corporate faciilties.

The Complainant points (o the fact that | iisted the corporate sddress and corporate teisphone on

muﬂhmdwmuﬂ'm

The hsung of the telephons number and post office box did not result in anything more than an
incidentsl use of corporate facilities fully permitied Dy lew. While the tslephons number and
eddress did appear on general brochures. thoss brochures were produced 50 early in the
campaign that they did not produce any significant activity which required the use of corporaie
facilities. 1t is an accepted fact that running against a powerful incumbent is a very difficull end
uphiil battle. Campaign contributions snd offers of assistance do not begin 10 fiood In simply 88
the result of the publicstion of an address or telephone number. No fundraising effornt or
volunteer solicitation wers organized and directad back 10 the corporate faciiities as {0 cresle any
use other than incidental use of those corporaie assets

Finally, the Compiainant has alieged that the use of the same ty2e ! 1t on my bumper slickers
which appears on the Harrison Homes biliboards is evidencs of i.e ;al corporate sciivity. This
allagation tests the bounds of reason. | chose Hemison Homes as the name of my corporalion
several years prior to my decision to rur for Congress. | can harcly run for Congreas without

printing brochures, bumper stickers, eic. which use my name. Therefore, my company and my

campaigr will each include the name “"Harrison™. The Commilise did not Lse any corporale
facllity to produce the bumper stickers. The Commitise obviously has not used the

loge in the campaign. The design for the bumper stickers was deveioped and paid for by the
Committee. The Commitise paid the fair market vaiue for this servics.

| nave never run for public office. This is my first experiencs in compiying with the myriad of

reguisticns. ™owever, our CAMPaION has tried 10 be very cognizant of the provisions of the law
with regard to campaign activity. | balisve that is demonstratecd by my action Harrision hes

been reimbursed

in conciusion, nona of the activity described by the Compiainant is anything more than incidental
use of corparate facilities permissible uncer the isw

Reporting of Candidate Loans

| recerved & communication from the Federal Eiection Commission. Reports Analysis Divislon,
dated March 15, 1984. The letter statec that Committes had omitted a Scheduls C In suppert of
the ioans reportad on line 1C of the Summary Page. The Committse compieted the appropriale
ioan schedules and were subsequentiy filed An amencment 1o the April 15th Quanerly Report
have a:50 been compieted.




Committee and myself. All transactions have been reported forthrightly and in & manner
beileved fo be appropriate as well a8 demonsirative of my commitment 10 full public disciosure,

mmmmmmmunuﬁmw information end beliet,

/ DAVID E. DOOLEY Reapectfully .
* NOTARY PUBLIC
State of Texas
M‘

muunwmunmm-omwmuz I

Comm. Exp. 04-27-96
e Ed

Subscribed and Swom befors me this /[ day of MAY __ 1904
My Commission expires: __ 4~ 27 fe

Laid & Wb, -rotaey




INVOICE
DATE JANUARY 14, 1992
— INVOICE NUMBER ES1824
CLIENT E.C. HARRISON PROPERTIES, INC.
419 WESLEY LANE
o DUNCANVILLE. TX 75138
© PERIOD ENDING JANUARY 15, 19982
e GROSS PAYROLL 2,591.67
< SERVICE FEE (.1553) $402.49
2 TOTAL $2,994.186
e
N
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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. O. 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 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 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, 21993, at Duncanville, Dallas
County, Texas.

BY: Eégg;g;é;;~—-:1/¢' o
Edward C. HArrisén Y




MTE: 02/21/2

£ssl PRR210 PAGE: 1

USER: RIC 14 CHECK REGISTER #0795 - DETAIL RECAP TINE: &3P

PAY CYCLE 75 E.C. RARRISON PROPERTIES, INC.
REGISTER DATE 02/21/%2
PERIOD 02/%2

CMECK  EMPLOYEE WAn:

DEAICT1ONS--------
HOURS  EARNINGS AMOUNT  RATCHING

EPSEEZSESIITISSSIITITIIIZsIZIZISSI2E:

REGULAR CHECLS
011881 EDMARD C. HARRISOM

“HECK TOTAL

B IS I CE IS SIS TICICEISS2SIESIISIZIEREREEEZST

1699.50 BEG  86.67  20u0.00 FICA 133.00 153.00
FEDL 147.50

1693.50




GENERAL PROMISSORY NOTE

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

For value received, the undersigned
(the "Payor") promises to pay to the order of
(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 ocne or more of the provisions of tiis 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.

o £
By % "

Mike Néill, Treasure
Ed Harrison for Congress Campaign




FEDERAL ELECTION COMNISSION = CONMIERION

999 E Street, N.W. SEL L
o 2 4 'S

Washington, D.C. 20463

FIRST GENERAL COUNSEL’S REFPORY

MUR 3951

DATE COMPLAINT FILED: March 23, 1994
DATE OF NOTIFICATION: April 4, 199%4
DATE ACTIVATED: August 5, 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: . . 431(8)(A)(1)
432(e)(2)
434(a)(l)
434(b)(2)
441b(a)
§ 104.3(4)
§ 114.9(a)

INTERNAL REPORTS CHECKED: Disclosure Reports
Dun & Bradstreet

FEDERAL AGENCIES CHECKED: none

I GENERATION OF MATTER

This matter arises from a complaint filed by Kenneth H.
Molberg, identified by Respondents as Democratic Chairman of
Dallas County. A response filed by Edward Harrison has been
received on behalf of Edward Carl Harrison (the "candidate"),

Ed Harrison for Congress Committee and Paul Johnson, as tr.a:utorl
(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.
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Complainant contends that the "[p]ublic 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 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.S5.C. § 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. § 431(B)(A)(i). Pursuant




-

to 2 U.8.C. § 432(e)(2), any candidate who receives a loan IOt:UIO
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 $110,360.2 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 550,000 on August 31 and September

1993, respectively.

Candidate Harrison states that "[i]t is my firm belief

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

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




my personal funds.” He notes that his actions were comsistent

with the corporate bylaws and that the loan transaction was
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

would not appear to be 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 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

g Q.4

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

/7 U 4

amounts of the transfers and their proximity in time that the

candidate followed a practice of making large loans to the

9

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



Ty
w

both the prohibitions against making and accepting a corporate

contrlbution.3
Therefore, this Office recommends that the Commission find

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

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

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

B. Excessive Compensation

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 him 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
59,1374 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

z J 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 "[plrior 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 disclcsure statement filed pursuant to the
Ethics in Government Act appears to show a $9,167 difference in
the compensation packages.




used because it could provide certain employee bensfits which the
corporation could not obtain itself, such as group health
insurance and retirement benefits.

Mr. Barrison explaims that in 1992, he was paid
approximately $55,133 directly by the corporation on a bonus and
commission basis. Also in 1992, he was paid $46,000 in salary as
an employee of ESSI. Thus, his total compensation from the
corporation for 1992 was $101,133. During 1993, candidate
Harrison received $40,800 in salary from the corporation. (The
employee leasing service was terminated after payment of salary of
$16,000 in 1993.) Combined with commission and bonus,

Mr. HBarrison 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 Committee, 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 E. C. Barrison 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 toloph.apaaorvtiiﬁ:’.
Under 11 C.F.R. § 114.9(a), stockholders and employees of
the corporation may make occasional, isolated, or incidental use
of the facilities of a corporation for individual voluntcor-
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.P.R.
§ 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. Barrison
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 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 "[g]iven 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.



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.
See Attachment 2 at 1. In sum, candidate Barrison asserts that
“[tlhe 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."® See Attachment 1 at 3.

Mr. Barrison 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 noc l-onger 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 Nr. Barrison 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 nct "incidental™

6. This Office’s review of the Committee’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
Mid-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. Farrison refers.




under 11 C.7.R. § 114.9(a){iii). This Office recommsnds that the
Commission find reason to believe that Respondents violated
2 U.S.C. § 441b(a) as to the use of corporate facilities.

D. Pailure to Beport Campaign Loans
Pursuant to 2 U.S.C. § 434(a)(1), each treasurer of a

political committee shall 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.

$§$ 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.P.R. § 104.3(4d).

Complainant appears to allege three reporting violations

where loans made to candidate Harrison were not continuously

reported until repaid. BHe 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 “the 1can of $1,900 Mr. Harrison made to the

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

9 7 u 4

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 lcans to his campaign

totaling $110,386 or the leans of June 4, 1993, for $1,900."
The response replies that the Committee responded to a
letter from the Reports Analysis Division ("RAD") dated March 15,
1994 which dealt with the Committee’'s failure to include a

Schedule C. Respondents claim that the Committee completed the
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appropriate loan schedules and subsequently filed them in response
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 wvhen contacted by RAD. 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
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from the candidate on Schedule D. This amended report lists the
total debts owed by the Committee as $110,470. 1In fact, it

appears that since April 1994, the Committee has continuocusly

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 Respondents violated
2 U.S.C. § 434(b)(2).

III. DISCUSSION OF CONCILIATION PROVISIONS AND CIVIL PENALTY

This Office recommends that the Commission offer to enter
into conciliation with Respondents prior to a finding of probable

cause to believe.




Iv. RECONMENDATIONS

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.S5.C. § 44lb(a).

2. Find reason to believe that Ed Harrison for Congress
Committee and Paul Johnson, as treasurer, violated 2 U.S.C.
§ 434(b)(2).
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3, BEater into conciliation with Edward Carl Har
Ed Harrison for Congress Committee and Paul Johnson, as t
and BE. C. Harrison Properties, Inc. prior to a finding of probable
cause to believe.

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

Lawrence M. Noble
General Counsel

5[}!44

Date erner

General Counsel

Attachments
Response
Letter and Brochure
Factual and Legal Analyses (2)
Proposed Conciliation Agreements (2)




FEDERAL ELECTION COMMISSION

WASHINCTONS DC 204t

LAWRENCE M. MOBLE
GENERAL COUNSEL

FROM: MARJORIE W. ENMONS/LISA R. nnvrs)ﬂjﬁé)
COMMISSION SECRETARY )

DATE: MAY 8, 1995

SUBJECT: NUR 3951 - FPIRST GENERAL COUNSEL'S REPORT

DATED MAY 2, 1995,

The above-captioned document was circulated to the

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

Objection(s) have been received from the

Commissioner(s) as indicated by the name(s) checked below:
Commissioner Aikens
Commissioner Elliott
Commissioner McDonald
Commissioner MNcGarry
Commissioner Potter

Commigssioner Thomas

This matter will be placed on the meeting agenda

for TUESDAY, MAY 16, 1995

Please notify us who will represent your Division before
the Commission on this matter.




BEFORE THE FEDERAL ELECTION COMMISSION

.In the Batter of

Edward Carl Harrison;

Ed Narrison for Congress Committee
and Paul Johnson, as treasurer;

E. C. Barrison Properties, Inc.

CERTIFICATION

I, Marjorie W. Emmons, 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 tc believe that Edward

Carl Harrison, Ed BHarrison for Congress
Committee and Faul Johnson, as treasurer,
and E. C. Harrison Properties, Inc.
violated 2 U.5.C. § 441b(a).

Pind reason to believe that Ed Harrison
for Congress Committee and Paul Johnson,
as treasurer, vioclated 2 U.S8.C. § 434(b)(2).

Authorize the Office of General Counsel

to investigate the facts in this matter
along the lines discussed in the Commigsion
meeting.

Approve the factual and legal analyses

attached to the General Counsel’s May 2,
1995 report

(continued)




Federal Election Commission
Certification for MUR 3951
June 6, 1995

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

Commissioners Aikens, Elliott, McDonald, Potter,

and Thomas voted affirmatively for the decision;

Commissioner McGarry was not present at the time of
the vote.

Attest:

4f/f

Date

cretary of thc Connilsion




FEDERAL ELECTION COMMISSION

WASHINGTON D (¢

26l

Edward Carl Harrison June 21, 1995

1314 Indian Creek
Desotao, Texas 75115

RE: MUR 3951
Edward Carl Harrison
Ed Harrison for Congress Committee and
Paul Johnson, as treasurer

E.C. Harrison Properties, Inc.

Harrison:

Dear Mr.

On April 4, 1994, the Federal Election Commission

< ("Commission”) notified you, the Ed Harrison for Congress
Committee ("Committee®™) and its treasurer, and E.C. Harrison
8 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
ce) 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.

§ 441b(a), a provision of the Act. 1In addition, the Commission
found that there is reason to believe the Committee and Paul
Johnson, as treasurer, violated 2 U.S.C. § 434(b)(2). The Factual
and Legal Analyses, which formed a basis for the Commission’s
findings, are attached for your information.

L™

You may subamit any factual or legal materials that you
believe are relevant to the Commission’s consideration of this
matter. Statements should be submitted under cath. 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. 1In the
absence of additional information, the Commission may find
probable cause to believe that a violation has occurred and
proceed with conciliation.

27 U 4

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

Ceteprating the Comrussion » 2Uth Apnnersan

YESTERDAY TODAY AND TOMORROW
DEDICATED TO KEEPING THE PLBLIC INFORMED




Edward Carl Harrison
Page 2

represented by counsel, 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
notification or other communications from the Commission.

I1f you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R,

§ 111.18(d). Upon receipt of the request, the Office of the
General Counsel will make recommendations to the Commission either
proposing an agreement in settlement of the matter or recommending
declining that pre-probable cause conciliation be pursued. The
Office of the General Counsel may recommend that pre-probable
cause conciliation not be entered into at this time so that it may
complete its investigation of the matter. Further, the Commission
will not entertain requests for pre-probable cause conciliation
after briefs on probable cause have been mailed to the respondent.

Requests for extensions of time will not be routinely
granted. Reguests 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.

r
1

8

1f 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,
g 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. §§ 437g(a)(4)(B) and 437g(a)(12)(A) unless you notify the
™, Commission in writing that you wish the matter to be made public.

I1f you have any questions, please contact Andrea Low, the
attorney assigned to this matter, at (202) 219-3400.

Sincerely,

~

/' . (/
[/ 1 ' /
A Wa g M"“:/) P ¢ - :‘._Ar c/:)
Danny L{ McDonald

Chairman

Enclosures
Designation of Counsel Form

Interrogatories and Requests for Production of Documents (2)

Factual & Legal Analyses (2)




BEFORE THE FEDERAL ELECTION COMNISSION

In the Matter of

INTERROGATORIES AND REQUEST
FOR PRODUCTION OF DOCUNMENTS

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 gquestions 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 E Street, N.W., 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.




Edward Carl Barr
NUR 3951
Page 2

INSTRUCTIONS

In answering these interrogatories and request for
production of documents, furnish all documents and other
information, however obtained, includirg 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 interrogatcries 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. 1Include in any
supplemental answers the date upon which and the manner in which
such further or different information came to ycur attention.
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M&l Harr
mUR 3951
Page 3

DEFINITIONS

For the purpose of these discovery requests, including the
instructions thereto, the terms listed below are defined as
follows:

"You” shall mean Edward 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, lcg 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.

"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 may otherwise be construed to be out
of their scope.
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Edvard Carl HarriSor
MUR 3951
Page 4

INTERROGATORIES AND REQUEST FOR PRODUCTION OF DOCURENTS

EDWARD CARL HARRISON

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

State whether you have ever sold your shares in E. C. Barrison
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.

State whether you are or have been a party to any lawsuit.
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 the lawsuits.

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




)
In the Hatter of ) NUR 3951
)

E. C. Barrison Properties, Inc.
P. O. Box 381383
Duncanville, Texas 75138

In furtherance of its investigation in the above-captioned
matter, the Federal Election Commission hereby requests that you
submit answers im writing and under oath to the guestions set
forth below within 30 days of your receipt of this reguest. 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 E Street, N.W., Washington, D.C. 20463,
on or before the same deadline, and continue to produce those
documents each day thereafter as may be necessary for co;ns;; for
the Commission to complete their examination and reproduction of
those documents. Clear and legible copies or duplicates of the
documents which, wvhere applicable, show both sides of the
documents may be submitted in lieu of the production of the

originals.




E. C. Harrison PrUperties, Inc.
MUR 3951
Page 2

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.

1f 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 reguest shall
tefer 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 reguire 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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DEFINITIONS

For the purpose of these discovery requests, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean E. C. Harrison Properties, Inc., the named
respondent in this action to wvhom these discovery requests are
addressed, including all officers, employees, agents or attorneys
thereof.

"Persons” shall be deemed to include both singular and
plural, and shall mean any natural person, partnership, committee,
association, corporation, or any other type of organization or
entity.

"Document” shall mean the 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. . .=

®"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 wvhich may otherwise be construed to be ocut
of their scope.




‘8. C. Harrison ProPerties, Inc.
NUR 3951
Page 4

INTERROGATORIES AND REQUEST POR PRODUCTION OF DOCUMENTS

E. C. HARRISON PROPERTIES, INC.

Produce the Articles of Incorporation and Bylaws of E. C.
Harrison Properties, Inc.

State the total number of shares of stock issued to date by
E. 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 relinguished:

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

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.

State whether E. C. Harrison Properties, Inc. is a
subchapter-S corporation pursuant to the Internal Revenue
Code. 1If 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.

With regard to the loan E. C. Harrison Properties, Inc. made

to Edward C. Harrison on August 14, 1993 in the amcunt 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.

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

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.




State whether E. C. Harrison Properties, Inc. has petitioned
for bankruptcy. 1f so, identify and produce documents that
evidence E. C. Harrison Properties, Inc.’s petition for
bankruptcy and proceedings related to it.




FPEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ARALYSIS
MUR: 3951
RESPONDENTS: Edward Carl Harrison

E. C. Barrison Properties, Inc.

This matter was generated by a complaint filed with the

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

§ 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 Bdward 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 Lcan

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. § 44lb(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. § 431(8)(A)(i). Pursuant
to 2 U.S.C. § 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. Barrison’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 Augqust 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 "[i)t 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




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. § 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. 1It 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. 1In 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 contrlbutton.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. § 441b(a).

B. Use of Corporate Pacilities

Complainant states that Mr. Harrison has not disclosed the

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

He alleges that the

he alleges was not merely incidental.

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
2

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

v 9) Under 11 C.F.R. § 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

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 "[plrior to April 15, 1994, I issued a check to
Harrison {corporation] in the amount of $50,000 for the amount
owed personally by me."

25 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 "[gliven 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.




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.
§ 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 "[t]he 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 Commjttee is not
"incidental” use for volunteer activity under 11 C.P.R.

§ 114.9(a)(iii). Therefore, there is reason toc believe that
Respondents violated 2 U.S5.C. § 441b(a) as to the use of

corporate facilities.
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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, regardles:z
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.P.R.
§ 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 uU.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 "[t)he 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

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 "incidental”

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

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

treasurer violated 2 U.S.C. § 44lb(a) as to the use of corporate

facilities.

C. PFailure to Report Campaign Loans

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

political committee'shall file reports of receipts and

disbursements. Each report shall disclose for the reporting

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

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

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

amount and nature of outstanding debts and cbligations owed by or

to the reporting committee. 11 C.F.R. § 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 "the loan of $1,900 Nr. Harrison 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."

The response replies that the Committee responded to a

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

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

o 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 Committee indeed omitted certain schedules when

it filed its reports, but took corrective action when contacted by

RAD. First, on the 1993 Eid-Year Report, the Committee filed a

9

Schedule C reporting one loarn of 51,900 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

Thus, the Committee appears to have corrected its

Schedule A.

Second, the loan of $1,900

omission on its 1993 Mid-Year Report.

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 nevw 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
l2-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. 1In 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. § 434(b)(2).




FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
MUR: 3951
RESPONDENTS: EQ 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.

§ 437g(a)(1l).

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. 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. § 44l1b(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. § 431(8)(A)(i). Pursuant
to 2 U.S.C. § 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 "[i]t 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
conducted in the normal business manner. However, despite
candidate Barrison'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 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. 1t 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. 1In 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
1

against making and accepting a

corporate contribution.

there is reason to believe that the Ed Harrison

Therefore,

for Congress Committee and Paul Johnson, as treasurer, violated

2 U.S.C. § 441b(a).

B. Use of Corporate Pacilities

Complainant states that Mr. Harrison has not disclosed the

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

He alleges that the

he alleges was not merely incidental,.

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
2

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

a Under 11 C.F.R. § 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

e 1. The Committee’'s reports show a repayment from the Committee
n 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 (corporation] in the amount of $50,000 for the amount
owed personally by me."

z. 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 "[g]iven 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. 20037-1380
(202) 457-6000

Facsmane: (202} 4376318 WRITER'S DIRECT DIAL

(202) 457-6405

July 17, 1995

Andrea Low. Esquire

Oftice of the General Counsel
Federal Election Commissien
999 E Street, N.W.
Washington. D.C. 20463

Re: MUR 3951

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.

T'hank vou for your attention.

BLG jmt




KUR 3951

NAXE OF COUNSEL:__Bwnjamin L. Ginsbery

Patton Boggs, L.L.P.
ADDRESS: 2550 M Street, N.W.

Washington, D.C. 20037

TELEPHONE: ( 202 ) 457-6405

The above-named individual is hecreby designated as my
counsel and is authorigpd.to treceive any notifications and other

communications fros the Commission and to act on my behalf

before the Commission.

ESward Carl Harrison
Ed Harrison for Congress Camnittee and
Paul Johnson, as treasurer

RESPONDENT'S NAME: _E. C. Harrison Propertiss. Inc.

ADDRESS: P.0. Box 381697
Duncanville, Texas 75138

TELEPHONE: MNOME( )
BUSINESS( 214 ) 296-1674




FEDERAL ELECTION COMMISSION

WASHINGION. D C 20464

July 20, 1995

Benjamin L. Ginsberg, Esg.
Patton Boggs, L.L.P.

2550 M Street, N.W.
Washington, DC 20037-1350

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

Dear Mr. Ginsberg:

This is in response to your letter dated July 17, 1995,
which we received on July 18, 1995, requesting an extension of
20 days to respond to the Commission’s reason to believe
findings. You have explained that you would like to review MUR
3228, which will be placed on the public record at the end of
July, before responding.

The Commission also sent you Interrogatories and Requests
for Production of Documents which ask you to: 1) produce
corporate documents, 2) identify shareholders, officers,
directors, and employees, 3) state whether the corporation is
an S corporation, 4) list the assets and liabilities of Mr.
Harrison and the corporation when the loan was made, 5) identify
distributions and sales of stock, and 6) state whether Mr.
Harrison or the corporation has been involved in lawsuits or
bankruptcies. We expect that your ability to answer these

interrogatories and produce documents will not be affected by
MUR 3228.

Therefore, after considering the circumstances presented in
your letter, the Office of the General Counsel has granted the
regquested extension for a response to the reason to believe
findings, but will expect responses to discovery on July 26,
1995. Accordingly, your response to the reason to believe
findings is due by the close of business on August 15, 1995.

YESTERDAY TODAY AND TOAM RO WY
DEDICATED TO REEPING THE PUBLIC INFORMED




Benjamin L. Ginsberg, Esq.
page 2

If you have any questions, please contact me at (202)
219-3400.

Sincerely,

,\- call~ia _— I

Andrea Tuck Yung Low
Attorney




BEFORE

THE FEDERAL ELECTION COMMISSION

IN THE MATTER OF
MUR 3951
Edward Carl Harrison

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

Prelimi 'S
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 vet 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 (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 rnight to suppiement 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 RESPONSES:

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

RESPONSE: See detailed information attached.

State whether you have ever sold vour 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. 1f so, state how
many shares of stock were used as collateral.

RESPONSE: Harrison has maintained ownership 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.

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
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.

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 Harmson has never petitioned for bankruptcy.




)
STATE OF TEXAS )
)

Thforegoingkmponsewumbsuibedmdswomtobdhemlh'p@ﬂ:hyd
July, 1995, by Edward C. Harrison.

My Commission Expires: _
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PATTON BOGGS, L.L.P.
25S0O M STREET. N.W.
WASHINGTON, D.C. 20037-1350
(202) 457-6000

Facgmen g (20T} A57-88 WRITER'S DIRECT [ a

(202) 457-6405

August 8, 1995

Andrea Tuck Yung Low. Esquire
Office of the General Counsel
Federal Election Commisson
999 E Street. N.W.

O Washington. D.C. 20463

gl b ™

Re:  MUR 3951

- Dear Ms. Low:

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




BEFORE

THE FEDERAL ELECTION COMMISSION

IN THE MATTER OF
MUR 3951
E. C. Harrison Properties, Inc.

RESPONSE OF RESPONDENT E. C. HARRISON PROPERTIES, INC.
N N j ]

Prefimi S

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 vet 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 will be forthcoming after the placing of MUR 3228 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
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Subject to the foregoing paragraph, Respondents provide the following information and
submit the attached responsive documents requested to the extent that such information and
documents are currently within Respondents’ knowledge, custody and control, and are not
privileged.

QUESTIONS AND CORRESPONDING RESPONSES:
1. Produce the Articles of Incorporation and Bylaws of E. C. Harrison Properties, Inc.

RESPONSE: See Attachment A.

x State the total number of shares of stock issued to date by E. 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.

RESPONSE: Total number of shares issued: 3.000 to Edward C. Harrison and 5,000
which the corporation now holds as treasury stock. The initial stock was offered on
November 30. 1983. See Attachment B. 10.000 shares were issued — 5.000 to Edward C.
Hamson and 5.000 to Jerry G. Brooks. The corporation at that ime was known as Daystar
Properties. Inc. The name was changed to E. C. Hamison Properties. Inc. in 1984. See
Attachment C.

a Former shareholder Jerry G. Brooks held 5.000 shares from November 30. 1983

10 December 20. 1984. The 5.000 shares of Jerry G Brooks were turned in 1o the corporation on

-




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 ail 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.

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

Name Position From To
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 30, 1983 December 20, 1984




.

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.

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

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. Harmison Properties. Inc. has been party to two lawsuits:

a. Max Long ¢t al. vs. E. C. Harrison Properties. Inc.. August 16, 1991, settled on
October 20. 1992:

b. Clark and Linda Wilcox v. Kenneth and Laura Wages and Ed Harrison
Individually and D/B/A Harrison Homes. July 23. 1992.

The relevant documents are at Attachment E.

State whether E. C. Harrison Properties, Inc. has petitioned for bankruptey. If so,

identify and produce documents that evidence E. C. Harrison Properties, Inc.'s
petition for bankruptcy and proceedings related to it.

RESPONSE- E C. Hammison Properties. Inc. has never petitoned for bankruptcy.
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STATE OF TEXAS )
)

mtmkmmmwwmtomm%d
July, 1995, by Edward C. Harrison.




ARTICLES OF INCORPORATION

OF
DAYSTAR PROPERTIES, INCORPORATED
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 lawful 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 2.01B of the Texas Business Corporation Act,
as now written or as hereinafter amended.
To buy, sell and deal in personal property, real property, and

services subject to Part Four of the Texas Mizcellaneous Corporation
Laws Act.

',! ' ARTICLE FOUR

The aggregate number of shares which the corporation has the

‘authority to issue is 100,000 shares of the par value of $.10 each. The shares

! are designated Common stock and have identical rights and privileges in every
" respect.

ARTICLE FIVE

The corporation will not commence business until it has received for
the issvance of its shares consideration of the value of One Thousand Dollars
($1,000.00), consisting of money, labor done, or property actually received.

ARTICLE SIX

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

ARTICLE SEVEN

The street address of the initial registered office of the corp-
oration is B33 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 sharenolders, or until
his successors are elected and qualified are:




Address

1020 Shere Lane
Irving, Texas 75060

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 75081

ARTICLE NINE
No shareholder or other person shall have any preemptive right what-

ARTICLE TEN

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

Directors. =% 'H-“‘ =

) . - AITICLE ELEI'EI

il S e

fi The cnrnrltiu shall indemnify any person who is or was a director,
iofficer, agent or employee of the corporation, and any person who serves or
iiserved at the corporation's request as a director, officer, agest, employee,
{partner-or trustee of amother corporation, partnership, joint venture, trust or
&othr 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 indemnify such
person inst expenses (including attorney's fees) actually and
reasonably incurred by him in comnection with the defense of
settlement of such action or suit if he acted in good faith and in a
manner he reasonably believed to be in or not opposed to the best
interest of the corporation, except that no indemnification shall be
made in 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 performance of his duty or the corporation, unless
(and only to the extent that) the court in which the suit was brought
shall determine, upon application, that, despite the adjudication
but in view of all of the circumstances, such person is fairly and
reasonably entitled to 1nd-11ty for such expenses as the court

shall deem proper. ; x
(b) In case of a thr-eltaned. 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 m-deriutive suit, against a person named hereinabove by
reason of his holding a position set forth above, the corporation shall
indemnify him against expenses (including attorney's fees), judgments, fines
and amounts paid in settlement actually and reasonably incurred by him in
connection with the defense or settlement of such action, suit or proceeding
if he is successful on the merits or otherwise or if he acted in good faith
in the transaction which is the subject of the non-derivative suit to the
best interests of the corporation and, with respect to any criminal action or
u-ull'll'. had no reasonable cause to believe his conduct was unlawful. The




termination of a non-derivative 5sult o0y Judgment, order, settlement,
conviction, or upon a piea of nolo contendere or its equivalent, shall not,
of itself, create a presumption that the person did not act in good faith and
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 (2} and (b) above
shall 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 2 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 iegal counsel in a writien opinicn, or (3) by vote of the shareholders and
may be prorated so as t2 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 unless it is ultimately
determined that he is entitled to indemnification by the corporation under
this Article Eleven. .

(e) The indemnification provided herein shall not 5e 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 shail 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 WHEREQOF, I nave hereunto set my hand, this 23rd day of November,
1983.

SWORN TO on the g® cay of ‘Mm-ln:&('( . 19 F3 , by the above
named incorporator.

Vi

otary Pubiic ang for t taie
of Texas

My commission expires: ?d’ﬂ{z:




BYLAWS
OF
DAYSTAR PROPERTIES INC.

ARTICLE |.
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

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,




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 !ncorporation.
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 entitled

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 shali 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 entitied to vote at such meeting

or any adjournment thereof, arranged in alphabetical order, with the address
of and number 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.




ARTICLE III.

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 IlI, 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 sharehoiders’ 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
Il 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 directors
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 svent such meeting is not held
at the time and place so fixed by the shareholders, the meeting may be held
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.




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 from 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 committees 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 imposed 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 V.
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.




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 n'ecessary 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 their
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

BYLAWS - Page 8




contrary designation, the President shall be the chief executive officer. The
chief executive officer shall preside at all meetings of the sharehoiders and
the Board of Directors, and shall have such other powers and duties as
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 delegated
by the Board of Directors to some other officer or agent of the corporation.

Vice President

Section 8. The Vice Presidents, in the order of their seniority, uniless
otherwise determined by the Board of Directors, shall, in the absence or
disability cf the President, perform the duties and exercise the powers 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,
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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 disbursements 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 account of all his transactions as Treasurer, and of the

financial condition of the corporation.




Section 13. If required by the Board of Directors, the Treasurer shall
give the corporation a bond in such sum and with such surety or sureties as
shall be satisfactory to the Board of Directors for the faithful performance of
the duties of his office and for the restoration to the corporation, in case of
his dezth, 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 belonging to the corporation.

Section 14. The Assistant Treasurers, in the order of their seniority,
uniless 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 shail 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 corporation shall deliver certificates representing all
shares to which shareholders are entitied: and such certificates shall be
signed by the President or a Vice President, and the Secretary or an
Assistant Secretary of the corporation, and may be seasied with the seal of
the corporation or a facsimile thereof. No certificate shall be issued for any
share until the consideration therefor has been fully 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 statement that the shares are without

par value.
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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
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.




Section 5. For the purpose of determining shareholders entitled to

notice of or to vote at any meeting of shareholders or any adjournment

thereof, or entitled to receive payment of any dividend, or in order to make

a determination of shareholders for any other proper purpose, the Board of
Directors may provide that the stock transfer books shall be closed for a
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 entitied 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 record
date for such determination of shareholders. When a determination of share-
holders entitled to vote at any meeting cf 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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Section 6. The corporation shall be entitled to recognize the exclusive
rights of a person registered on its books as the owner of shares to receive
dividends, and to vote as such owner, and shall not be bound to recognize
any equitable 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

Incorporation.

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 may 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 corporation.

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.




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 may
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 majority of the
shareholders at any annual or special meeting at which a quorum is pressent,

shall be vested in the Board of Directors.

| certify that the foregoing is a true and correct copy of the Bylaws 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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@The 5&1{; of Texas

SECRETARY 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 following described

instruments on file in this Office:

E. C. HARRISON PROPERTIES, INC.
(FORMERLY: DAYSTAR PROPERTIES INC.)

Articles of Incorporation

IN TESTIMONY WHEREOF, | have hereunto
signed my mame officially and caused 10 be im-
pressed hereon the Seal of Swse & my office in
the Cicy of Austin, this

18thiayof _____November 4 p 19 88
tc
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The State of Texas
Secretary of State

CERTIFICATE OF AMENDMENT
FOR

Ee Ce HARRISGN PROPERTIESs INC.
FORMERLY

DAYSTAR PROPERTIES INC.
CHARTER NUMBER 68146l

THE UNDERSIGNEDs AS SECRETARY OF STATE OF THE STATE OF TEXAS,
HEREBY CERTIFIES THAT ARTICLES JF AMENDMENT, DULY SIGNED AND
VERIFIEDs HAVE SEEN RECEIVED IN THIS OFFICE AND ARE FOUND TO
CONFOR® TO LAW.

ACCORDINGLY THE UNDERSIGNEDy AS SUCH SECRETARY OF STATEs AND
BY VIRTUc OF THE AUTHORITY VESTED IN THE SECRETARY 8Y LAWs ISSUES
THIS CERTIFICATE AND ATTACHES HERETO A COPY OF THE ARTICLES OF
AMENDMENT.

DEC. 28,4 1984
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DEC. 28, 1984

SUZANNE 5 wADE
2800 ONE mAIN PLACE
DALLAS»TX

RE: €. C. HARRISON PROPERTIESs INC.
FORMEALY: DAYSTAR PROPERTIES INC.
CHARTER NUMBER 681461-0

LY
-

IT HAS BEEN OUR PLEASURE TO APPROVE AMD.PLACE ON RECORD YOUR ARTICLES
OF AMENDMENT. THE APPROPRIATE EVIDENCE [S. ATVACHED FOR YODUR FILES,
AND THE ORIGINAL HAS BEEN FILED IN THIS OFFICE.

PAYRENT OF THE FILING FEE IS ACKNOWLEDGED 8Y THIS LETTER.

IF WE CAN BE OF FURTHER SERVICE AT ANY TIMEy PLEASE LET US KNOW.
' - PRS- . -
i ,_.* :
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ARTICLES OF AMENDMENT Gecretnry of State of Tex
BY THE SHAREHOLDERS
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ARTICLES OF INCORPORATION qerk 118
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DAYSTAR PROPERTIES INC. Corporatian®”
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 I1I
The following amendment to the Articles of Incorpora-

tion was adopted by the shareholders of the corporation on
December XD , 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 corporatiocn is E. C. Harrison Properties,
.l
ARTICLE I1II
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 1V
The holders of all of the shares outstanding and entitled
to vote on said amendment voted for the amendment.
DATED this J° day of December 1984.

DAYSTAR PROPERTIES INC.

BY.&%M
Edward C. rison, President

o, Sisha. Bowrisen.

Trisha Harrison, Secretary

THE STATE OF TEXAS §
§
§

COUNTY OF DALLAS

) G ‘k(&!ﬁ :'2 &Qdd(!(&' ., @ Notary Public, do
hereby certify t on this 2¢» day of December, 1984

personally appeared before me EDWARD C. HARRISON, who declared
that he is the President of the corporation executing the
foregoing document, and being first duly sworn, acknowledged
that he signed the foregoing document in the capacity_ therein
set forth and declared that the statements therein contained are
true.

IN WITNESS WHEREOF, I have hereunto set my hand and seal of
office,this the gJo day of December, 1984.

(Seal) (s 2 Haddpck

Notary Publfic, State of Texas
My Commission Expires: H ,

5-9-35 (Print of Notary here)




UNANIMOUS CONSENT OF THE SOLE DIRECTOR
DAYSTAR PRSPEERIIES INC.
CONSTITUTING ANNUAL MEETING
The undersigned, being the sole director of Daystar
Properties Inc., a Texas corporation (the "Corporation®),
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 off:Lces 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 until his

or her earlier death, resignation, retirement,
disqualification, or removal from office:

NAME OFFICE(S
Edward C. Harrison President, Vice President
and Treasurer
Trisha Harrison Secretary

FURTHER RESOLVED, that all acts or actions cn
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 directer of this
Corporation, effective December 1, 1984, is hereby
confirmed and approved.

FURTHER RESOLVED, that an amendment to the
Articles of Incorporatiocn of this Corpcration to
change its name from Daystar Properties Inc. to E. C.
Harrison Properties, Inc. is hereby authorized and
approved.

FURTHER RESOLVED, <+that 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.

- /.," / 4:_““_“*
: e

Edward C. Harrison, Sole Director




UNANIMOUS coeism OF THE SOLE SHAREHOLDER
OF
DAYSTAR PROPERTIES INC.
CONSTITUTING ANNUAL 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, 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 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
hereby is, elected as the sole director of this
Corporation, to serve in such capacity until the
next anmal =seting Cf sharenolders or until his
successor shall have been elected and gqualified.

FURTHER 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 cf the Board of Directors or
by officers cf this Corporation, be, and the same
hereby are, ratified, confirmed and approved in all
respects.

FURTHER RESOLVED, that an amendment to the
Articles of Incorporation of this Corporation to




change its name fr'o- Daystar Properties Inc. to E. C.
Harrison Properties, Inc. is hereby authorized and
approved.

DATED as of the 20th day of Decex=ber, 1984.




mé NO. 353-3—CITATION

. THE STATE OF TEXAS CIT ATIO.N.;._ -

BY SERVING PRESIDENT OF E.C. HARRISON PROPERTIES, INC.
406 HYDE PARK |
DUNCANVILLE, TEXAS

| yo B C. HARRISON PROPERTIES, INC. - 91-5385-J

MAX LONG, ET UX. .

" You have been sued. You may employ an atiorney. If you or your attorney do not ﬂhuwrlma

" answer with the clerk who issued this citation by 10:00 a.m.

| @xwiration of twenty days after you were served this citation and m Jjudgment may

| B _uken against you.Your answer should be addressed to the clerk of the__1918T __ Judicial ey i E _
District Court at the Dallas County Government Center, Dallas, Texas 75202. E. C. HARRISON iwmm.

' Said mmrrhem.
MAX LOIG. l‘l‘ Ux

A | 4 o, ¥
" . ’

3

. Filed in said Coun on the 13TB  gey of AUGUST - 9 N Against m
ILL

E. C. HARRISON PROPERTIES, INC.
B

hy
LONG
District
Cum
LAURA B

Clerk,

* For suit, said suit being numbered. 91-3330-J . Dallas

is as follows: - By
SUIT ON COIT‘ACT. t'rC ey ats

o nownonmdpeumn ncopyo(whnchmpmumham AM“.' 25 N.

1 this citation is not served, it shall be returned unexecuted. BLVD., SUITE 160, IRVING, TEXJ
214/580-0808

¢ WITNESS: BILL LONG. Clerk of the District Courts of Dallas, County Texas.
" Olven under my name and the f said Court at office this the__ 16! day of

| _Avgust 19\ 91

b ATTEST: BILL\LONG
. Clerk of the

By




. by deihverng 10 The within named

sach, o paSon. a bue copy of this Clalion logether wilh the accompanying copy of (his pisading having first endorsed
on sane Gus of delvery. The dstance schally tmaied by me in serving such process was miles
ag my ipss e @& iollows: To cently which wstness my hand.

Adust be verdiec § served cutsie e State of Texas )
Signed and swom © by Tw said

before me us
. 10 carfly whuch witness my hand and seal of ofice.

b1
S
>
=

OCESS WAS SERVED




2
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IN THE DISTRICT COURT OF é

MAX LONG, et ux s

$ Sl
V. : DALLAS COUNTY, THXAS g . 29
E. C. HARRISON PROPERTIES, INC. § 191s7 JupiciaL pisTRICT

PLAINTIFF'S FIRST AMENDED PETITION

~CtPurY
TO THE HONORABLE JUDGE OF SAID COURT:

COMES NOW, MAX LONG and his wife TRINA LONG, hereinafter
called Plaintiffs, complaining of E. C. HARRISON PROPERTIES, INC.,
d/b/a CUSTOM ONE HARRISON HOMES, 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
Watrous, 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 E.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 3lst day of May, 1989, Plaintiffs
entered into a Purchase Construction Agreement with Defendant, a
copy of which is attached hereto marked Exhibit A, which agreement




is incorporated into this pleading by this reference as if set
forth herein in its .ntitety. This agreement called for Defendant
to construct for Plaintiffs, a home located at 2417 Cameron Court,
Irving, Dallas County, Texas for the sum of ONE HUNDRED EIGHTEEN
THOUSAND AND NO/100 DOLLARS ($118,000.00). Defendant completed the
construction and Plaintiffs subsequently moved into the subject
residence.
LLL,

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 decking which was
wet, the failure to properly space decking materials utilized and
the failure of Defendant to properly ventilate said decking. The

roof not only is aesthetically offensive, but is structurally

unsound and although requested to do so, Defendant has wholly

failed to remedy the "ridging” 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 foreqgoing pleading, Plaintiffs would
alternatively show the court that Defendant expressly warranted the
subject residence as set forth in EBExhibit 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




breached this express warranty and that Plaintiffs have been
damaged in excess of the minimum jurisdictional limits of this
court.

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 home 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 human habitation and that same had
been constructed in a good and workmanlike manner. Defendant has
breached this implied warranty, to Plaintiffs damage.

VIII.

By virtue of the foregoing, Plaintiffs have been damaged, the

measure of which is the cost to repair or bring into compliance
with the various warranties, the roof, an amount which is in excess

of the minimum jurisdictional limits of this court, for which
Plaintiffs now sue.

I1X.

As a result of the foregoing allegations, it has become
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 this
matter, to their additional damage. -




WHEREFORE PREMISES CONSIDERED, Plaintiffs pray that Defendant

be cited to appear and answer, and that on final hearing,
Plaintiffs have judgment against Defendant for:

1. Their damages in a principal amount in excess of the minimum
jurisdictional limits of this court and interest thereon at the
maximum 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 allowed 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 submitted,

5525 N. MacArthur Blvd., Suite 160
Irving, Texas 75038

Phone: (214) 580-0808
Facsimile: (214) 550-7392

ATTORNEY FOR PLAINTIFFS




DATE: 02/271/92 ESS1 PRR210 PAGE:
USER: RIC T4 CHECK REGISTER #0793 - DETAIL RECAP TIKE: 4:13

PAY CYCLE 75 E.C. HARRISON PROPERTIES, INC,
REGISTER DATE 02/27/92
PERIOD 02/92

CHECK  EMPLOYEE NAN: CHECEK. ANI HOURS  EARNINGS ANOUNT  NATCHING

===z=sszsg===2 ERsT==zss-s=szm=s=sT=z T e e T P e T T T P T T P T T T - -

REGULAR CHECKS
011881 EDRARD C. HARRISON 1699.50 REG  86.67  2000.0¢ FICA £53.00 153.00
147,50 .00

CHECK TOTAL  1633.50 - 100. 300.50 133.00




r% EMPLOYEE STAFFING SERVICES, INC.

INVOICE

DATE JANUARY 14, 1992

INVOICE NUMBER ES1824

CLIENT

E.C. HARRISON PROPERTIES,
419 WESLEY LANE
DUNCANVILLE. TX

INC.

75138

PERIOD ENDING

JANUARY 15, 1992

GROSS PAYROLL $2,591.

SERVICE FEE (.1553) $402.

TOTAL $2,384.

SAemPLE

6F Bi-tlcexiy |

¢
STATE minT SHOW’ .

2775 Villa Creck, £190 L e



NO. 91-05358-J
IN THE DISTRICT COURT OF
VS. DALLAS COUNTY, TEXAS
E. C. HARRISON PROPERTIES, INC. 191ST JUDICIAL DISTRICT

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, IRKC. The Court, having

reviewed the same and finding the same in proper form, is of the
opinion that the Motion should be GRARTED.

IT IS THEREFORE ORDERED, ADJUDGED, 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

SIGNED this A

APPROVED AS TC FORM

. B
- 046500
Colinas Blvd., Suite 744

Irving, TX 75039
Telephone: 214/444-979%7
Facsimile: 214/444-9813
ATTORNEY FOR PLAINTIFFS




Tnnnhs E. E i
State Bar No. 14165450

1323 W. Pioneer Parkway

P.0. Box 13010

Arlington, TX 76094-0010
Telephone: 817/277-5211
Pacsimile: B817/265-3637
ATTORNEYS FOR DEFENDANT '
E.C. HARRISON PROPERTIES, INC.




NO. 91-05358-J

IN THE DIST%ICEbCﬂURT (¢) 4

718 RQ: ‘8

§
vS. g DALLAS COUNTY,
§

E. C. BARRISON PROPERTIES, 191ST JUDICIAL DISTRICT

-.‘-'.: "1 ’ .
. 2

]
L .

AGEEED MOTIOR FOR DISMISSAL
TO THE HONORABLE JUDGE OF SAID COURT:

NOW COME MAX LONG and his wife, TRINA LONG, Plaintiffs
in the 2zbove-styled and numbered cause, and E. C. HARRISOR
PROPERTIES, INC., Defendant in the above-styled and numbered
cause, and file this Agreed Moticn 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,

/
I

J M.
\7{5& Ba 'no.%zousoo
222 W. Las Colinas Blvd.

Suite 744
Irving, TX 75039
Telephone: 214/444-9797
Facsimile: 214/444-9813
ATTORNEY FOR PLAINTIFFS




THOMAS E. MYERS
State Bar No. 1476545¢(
1323 W. Pioneer Parkway
P.O. Box 13010

Arlington, TX 76094-0010
Telephone: 817/277-5211
Facsimile: 817/265-3657
ATTORNEYS FOR DEFENDANT

E.C. HARRISON PROPERTIES, INC.




NO. 91-05358-J
] IN THE DISTRICT COURT OF
$

vs. g DALLAS COUNTY, TEXAS
§

E. C. HARRISON PROPERTIES, INC. 191ST JUDICIAL DISTRICT

This Compromise Settlement Agreement and Release is
entered into by MAX LONG and TRINA 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 1located at 2417 Cameron

Court, Irving, Dallas County, Texas, (hereinafter referred to as
“the Property®); 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 claims 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 terms
and conditions of the compromise and settlement be set forth in
this Compromise Settlement Agreement.

NOW, THEREFORE, in consideration of the mutual promises
and agreements herein contained, including the recitals set forth
hereinabove, the parties agree as follows:




1. The following sums will be paid to Plaintiffs by
HARRISON in full settlement (exmcept as noted in Paragraph 2
herein) of all causes of action raised in the above-styled and
numbered lawsuit:

(a) $3,630.00 for the application of a new roof on
the Property as set out in the repair proposal
of DOTSON ROOFING & CONST. (attached hereto as
Exhibit "A");

$500.00 cash to Plaintiffs; and

$150.00 for <court costs incurred by the
Plaintiffs.

The Plaintiffs hereby achnowledge payment, receipt, and
sufficiency of those sums of money.

2. In the event that DOTSON ROOFING & CONST. determines
that the underlying decking of the roof, or any portion thereof,
needs to be replaced, HARRISON will pay up to $2,000.00 to the
Plaintiffs for the cost of the replacement of that decking. This
amount is contingent upon the roofer determining that the
repiacement of the decking is necessary and upon verification of
the need for replacement by HARRISON or his agents. If DOTSOR
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 "A". Since such roofing repairs shall not




be carried out by HARRISON, and since HARRISON will have no
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 damages
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




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®' claims in
this lawsuit, in whole or in part, to any third-party.

T 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, successcors, and assigns.

9. It is expressly understood and agreed that this is a
compromise and settlement of a doubtful and disputed claim, and
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.




11. It is hereby agreed that this Compromise Settlement
Agreement and Release shall be and is considered to be a bar to
any further prosecution of the above-styled and numbered lawsuit
of anmy 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 "B" and "C", 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
Agreement 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
filed of 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,
arrangements 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,




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.

ey Ly

MAX LONG 7

.

APPROVED:

/gzdc?f&wooo
. Dery”
JANES M. BEGGS ||

State Bar No./ 223:;500

222 W. Las Colinas Blvd., Suite 744
Irving, TX 75039

Telephone: 214/444-9797

Facsimile: 214/444-9813
ATTORNEY FOR PLAINTIFFS




APPROVED:

ROHNE, HOODENPYLE, LOBERT & MYERS

Qﬁl——gg(’—\

THOMAS E. MYERS

State Bar No. 14765

1323 W. Pioneer Parkway

P.O. Box 13010

Arlington, TX 76094-0010
Telephcne: 817/277-5211
Facsimile: 817/265-3657
ATTORNEYS FOR DEFENDANT

E.C. HARRISON PROPERTIES, INC.




$ NO. 353-3—CITATION
,'“"” STATE OF TEXAS

» TEXAS 75137

3 i:y.. pave been sved. You n:l:ly employ an attorney. lf';m or your attorney do not file a written
§ '-m, with the clerk who issued this citation by 10:00 a.m : following the
 APT— of twenty days after vou were served this cmtion au t judgment may
i be taken against you. .Your mswer should be addreued 1o the clerk of the_._m_Judncul
. District Court at the Dlllli-Coumy Government Center, Dallas, Texas 75202.
" gaid piaimiff being cun AMD 1.INDA WILSOX
1 ] - | ’ .?'
i ':w i said Court on the___ 2280 day of____ JULY 1992 against
f' { m

. mm,mmmnmua,
TWOIVIDUALLY AND d/b/a HARRISON.HOMES

F&' suit, s3id suit being numbered._.._.'._lm}:l__ the nature of which demand

‘isu folkws: ‘ ‘surt a [r——— I

.M,.mpenmnmpydwhmhmmtham
c_onnsnotsemd.ush:!lberemmdunammd.

gss BILL LONG. Clerk of the District Courts of Dallas, County Texas.
lI'.mmymnmam.hheSealofdeom‘tntoll'h:etlmtlle____ialﬂ__rhyof
ULY _19_92

PCT @2

CITATION

KENNETH WAGES, ET AL

ISSUED 5
This23RDdayof __ JULY 19 988

BILL LONG
Clerk, District Courts,
Dallas County, Texas

By JANICE D. JOMES

Atty for___PLAINTIFP

SCOTT A. STEWART
4555 W. LOVERS LANE
DALLAS, TEXAS 75209
(214) 350-5551




M. on the day of

) , by deiivering 10 the within named
each, In person, a true copy of this Cilation together with the accompanying copy of this pieading, hawing first endorsed

on same dale of deiivery. The disiance achually Seweled by me in serving such process was miles
and my fees are as follows: To certify which wilness my hand.

(Must be verified if served cutside the State of Texas.)
"Signed and swomn 10 by the said belore me this
.19 , 10 certify which withess my hand and seal of office.

1

Notary Public




NO. 91-10463
&
CLARK AND LINDA WILCOX IN TK!QSISTRICQLéQBRT

vs. DALLAS cd“p?.

KENNETH WAGES, LAURA NAGES
and ED HARRISON, Indiwidually
and d/b/a HARRISON HOMES

TO THE HONORABLE JUDG’ OF SAID COURT:

NOW COMES CLARK WILCOX and LINDA WILCOX, hereinafter
"Plaintift's"” conpla!ninq of KENNETH WAGES and LINDA WAGES,
hereinatter "Waqes""and ED HARRISON, Individually and d/b/a
HARRISON HOMES, herejpafter "Harrison" for causes of action would
respectfully show untp the Court as follows:

T
Plaintiff's rei#ée in Dallas County, Texas.
Defendants xnnnhth Wages and Linda Wages reside in Dallas

County, Texas and hav‘ already been served with process and appear

herein.

~+ Defendant Ed Harrison, Individually and doing business as

Harrison Homes, Inc. gnd may be served with process at 419 Leslie

Lane, Duncanville, Texas 75137.

—

In 1989, Defendunt Harrison contracted to build and sell a

house to Defendant ﬁgqes. Defendant Harrison purchased the lot
.

located at 4117 Cres§ Ridge, Irving, Texas, 75061, contiguous to

the lot and resideﬁpe of Plaintiffs. Thereafter, Defendant

¥
Plaintiff's First Amepded Original Petition




Harrison performed alterations to the topography and drainage of
the lot and constructed a house thereon. Also, Defendant Wages
performed landocapinq and certain concrete work that altered the
drainage.

TITes

Defendants landacaping and dirt moving work upon the 1lot
altered the existing drainage of the land. The alteration in”
drainage r..ultc@_i}g _!éfe:ﬂ_heing__inproperly drained from
Defendant's property ind pooled on Plaintiff's and Defendant Wages
property.

IV.

The drainage alteration was in violation of local code and
constitutes neqlig&ﬁpa per se and was proximate cause of
Plaintiff's damage maye specifically set forth herein.

V.

Defendants Wagey and Harrison were eacﬁ negligent in 1)
undertaking to perfogp landscaping and dirt work for which they
were not qualified to do, 2) in altering the city approved drainage
without obtaining citg 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&bent to Plaintiffs' foundation instead of draining away from
same .

Each of these acys of negligence, singularly and collectively

proximately caused the Plaintiff's damages set forth.

Plaintiff's First A;Ended Original Petition




VI.

As a result of the wrongful conduct of Defendant's Plaintiff's

have suffered the following items of damage:

i) Reasonable and necessary cost to re-direct the drainage
coming from Defendant's property.
Reasonable pnd necessary cost to identify the damage to
Plaintiff's property.

Reasonable and necessary cost to repair physical damage

to Flaintiff's house and improvements.
4) Pre-judgment interest.
p /"> 5) Mental Anguish.

VI.

The amount in controversy exceeds the Court's minimum

jurisdictional requirements.

WHEREFORE, PREMISES CONSIDERED, Plaintiff's pray that
Defendant's be cited V'and served to appear and answer herein and
< that on final trial hereof, Plaintiff's be granted judgment against
B Defendant's, Jointly‘;nnd severally, for the damages both general
and special, togethere ;h‘ith pre-judgment at the maximum legal rate,
and interest from datg of judgment at the maximum legal rate, costs
of court, and for n;ch other and further relief, at law or in

equity, to which Plaiptiff's may be justly entitled.

Plaintiff's First A!'gpded Original Petition



Respectfully submitted,

aunSLEY & STEMART

ATTORNEYS FOR PLAINTIFFS
4555 W. Lovers Lane
Dallas, Texas 75209
(214) 2350-8851

(214) 380-8419

c IFICATE SERVICE
This 1s to cergify that a true and correct copy of the
foregoing instrument has been delivered to the Defendants

attarney(s) of recorg, via facsimile and certified mail return
7 %

rgceipt reguested, 1;,tod below, on this the day of
I -
» 1988.

Armando De Diego

3300 NCNB Plaza

901 Main Street

Dallas, Texas 75202-3714
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THE FEDERAL ELECTION COMMISSION bslo 7 1M 'S5
" i

IN THE MATTER OF
MUR 3951
E.C.HEARRISON PROPERTIES, INC.

SUPPLEMENTAL RESPONSE OF RESPONDENT E.C.HARRISON PROPERTIES, i
TO INTERROGATORIES AND REQUEST FOR PRODUCTION OF
DOCUMENTS
Preliminary Statement
This is a supplemental response to the Federal Election

Commission’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 interrogatories 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




documents requested to the extent that such information and
documents are currently within Respondents’ knowledge, custody
and control, and are not privileged.
UESTIONS CORRES
5. With regard to the loan E. C. Harrison Properties, Inc.
:ggfoggzﬂdward C. Harrison on August 14, 1993, in the amount of

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

RESPONSE: See attached at Exhibit A.

b. Describe the procedures used to effectuate the
loan.

RESPONSE: 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 sigrned by Edward C. BHarrison. This document was

given tc the Commission 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.

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

RESPONSE: In August 1992, E. C. Barrison 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, E.
C. Barrison 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.Harrison Properties, Inc. has made
any distributions. Identify all persons who received
distributions and describe how and wheu Lhe distributions were
made.

RESPONSE: E. C. Harrison Properties has never made a

distribution.

The foregoing is true and correct. i;‘)(;xg::\_‘

Edward C. /Harrigon
E.C.Harrison Propertles, Inc.

)
STATE OF TEXAS )

)

The foregoing Response was subscribed and sworn to before me
this 4S5/ day of August, 1995, by Edward C. Harrison.

Notary Public

My commission expires .




| Harrison
FOR CONGRESS

P.O. Box 381697 * Duncanville, TX 75138

Tel. (214) 296-1674
August 15, 1995

The Honorable Danny L. McDonald
Chairman
Federal Election Commission
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. Barrison 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”) Requlations 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

Paid for by the Harrison for Congress Carpeign



conciliation under 11 C.F.R. 111.18(d), as outlined in this
letter.

Also attached are the ocutstanding responses to the
Commission’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. Introduction

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 E. 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 Barrison 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. All at Issue are "Personal Funds“” as in
Commission’s Requlations.

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
loan received for use in the campaign during the pendency
candidacy."

Reliance on 2 U.S.C. 432(e)(2) is misplaced. There

dispute that I was an agent for my campaign. But that is




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 Requlations, 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, make 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 cempensation 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 am 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 Harriscn Properties at the time I borrowed
these funds). I have received loans from Barrison Properties on
other occasions. Id.: see also 11 C.F.R. 116.3. On September
14, 1993, using my personal assets, I loaned my campaign
committee $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




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 money.

This is consistent with 11 C.F.R. 110.10. See also Buckley v.

Valeo, 424 U.S. 1, 51-53 (1976).

However, assuming for the sake of arqument 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 Requlation 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 sitvation since section 110.10 plainly states
that "personal fundc” 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




campaign money. The corporation loaned me money, as it has on
other occasions. See .
Stat o
with Clerk of the House). Because I was a candidate at the time
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. 1In other words, I used my

personal assets from my personal bank account to help my

ca-paign.1 That is permitted under the Act and the Requlations.

The Commission’s Factual and Legal Analyses relies heavily
on MUR 3228 for authority in reaching its reason to believe
finding. However, that matter actually demonstrates why the
Commission 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 MUR 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 MUR 3228 was not an
officer of the corporation, while I am both an officer and
director of Harrison Properties. As such, MUR 3228 shows why the
activities in the MUR involving my campaign are within the law.
As opposed to the MUR 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.
I1I. Any Use of Corporate Facilities was Incidental and
Corrected Expeditiously.

The Factual and Legal Analyses’ recommendation for reason to
believe, which is identical for all Respondents, is based solely

on activities prior to July 1, 1993, some 16 months before the

general election and eight months before the prinary.z As a

first-time 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




Analyses note, I filed an amended Form 1 with my campaign address
in July 1993. The campaign letterhead was changed to reflect the
campaign’s address and telephone number. Our FEC reports show
that the campaign was paying rent for its space as of July 1993.
Respondents believe their use of the corporate facilities to

be "incidental™ and urge the Commission to take no further

action. If the Commission feels it must, Respondents are willing

to enter into pre-probable cause conciliation on this issue.

Iv. the F and is States

Temporary Failures to Report Campaigm Loams were Corrected by
April 1994, The Commission Should Take mo Further Actiom Agaiast

the Respondents.
The Factual and Legal Analysis concerning the Committee

discusses the complaint’s charge that my loans to the Committee
were not continuously reported. The Analysis states that while
my committee’s initial filings may have omitted the loans, we
"took corrective action when contacted by RAD," amended the
incorrect reports and filed correctly from April 1994 to the
present. According to the Analysis: "Thus, it appears that aftex
submitting amended reports in April 1994, the Committee
continuously reported its loans from the candidate."

Despite this apparent bill of clean health, the Commission
found reason to believe. My committee 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 Commission should take no further

action. If the Commission feels it must take further action




(although it is unclear what that could be), the Committee is

willing to enter into the pre-probable cause conciliation.
VY. Conclusion

For the foregoing reasons, Respondents request that the
Commission vote to find no probable cause or, in the alternative,
to take no further action. 1In 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 Harrison

My commission expires

‘ PAT neml.
1’h-n
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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.




2 g0 emphasize how nit-picking the underlying complaint is,
footnote 2 of the factual and Legal Analyses discuss the
allegation that I received a reduced rate for printing because of
relationships built up by Harrison Properties. This is baseless.
Federal law requires that name be included in the name of my

campaign ttee. My company has been named
Barrison Properties since 1985, long before I even contemplated a
run for Congress. No corporate facilities, resources or
discounts were used for the campaign for bumper stickers. As the
very campaign spending reports attached to the complant
demostrate, the Committee paid for all printing, bumper stickers
and billboards at the fair market rate.
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In the Matter of

Edward Carl Harrison, MUR 3951
Ed Harrison for Congress Commjittee and
Paul Johnson, as treasurer, and

E. C. Harrison Properties, Inc.
GENERAL COUNSEL'S REPORT

BACKGROUND

On June 6, 1995, the Federal Election Commission (the
“Commission", found reason to believe that Edward Carl Barrison,
the Ed Harrison for Congress Committee and Paul Johnson, as
treasurer, and E. C. Barrison Properties, Inc. viclated 2 U.S.C.

§ 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 Ed Barrison for Congress Committee (the
"Committee®) in that election campaign. The Commission also found
reason to believe that the Committee and its treasurer violated

2 U.S.C. § 434(b)(2) for failing to report campaign loans.

On the same 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
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responded to the remaining interrogatories and reason to believe

findings.1 See Attachments 1 and 2.
II. AMALYSIS

A. Facts Learned in Discovery

As noted in the First General Counsel’s Report dated May 2,
1995, the Candidate received a loan from the Corporation,
E. 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. Brooks’ shares were
turned in to the corporation and are now treasury stock.




vehicle.

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.

B. Respondents’ Arquments

In response to the Commission’s reason-to-believe findings,
Respondents “"concede 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 ¢ "personal 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.




C. Discussion

1. Corporate Loan

Respondents do not dispute that E. 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. 1In 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]lhe 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." 1d. at 209-10.
In Austin, 494 U.S8. 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 unigue state-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. 1In fact, E. 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 unlimitsd expenditures from personal funds. 11 C.F.R.

§ 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. § 110.10(b)(1)(i)-(ii). Mr. Harrison believes that the
"plain wording®™ of 11 C.F.R. § 110.10(b) applies to turn the funds

from E. C. Harrison Properties, Inc. into his personal funds.
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Mr. Harrison states that "[i]t is beyond dispute that I have

exclusive control over Harrison Properties’ assets" and "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." 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. Barrison
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. § 110.10(b), stated:

[I]t 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.S5.C. § 608 pertaining to the
limitations of expenditures of personal funds by a

candidate, also cited in Buckley v. Valeo, 424 U.S.
i, 51, 52, n. 51.

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. § 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




entity having a legal existence separate and apart from its sole
shareholder, and possessing assets separate and apart from its
sole shareholder. "[T}he 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 FPletcher Cyc Corp § 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

§ 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 4.

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 E. 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




E. C. Harrison Properties, Inc. were corporate assets that never
became the shareholder’s. "(T]he 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 § 31 at 555.

Moreover, "the 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 Corp

§ 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 § 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. § 110.10(b)(1).

Stockholders gain a vested interest in the corporate

property or assets upon liquidation. 11 Fletcher Cyc Corp § 5100

at 94. 1It 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 “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 locan.”™ 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':.3

Therefore, any access to or control of corporate assets
Mr. Harrison may 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
gource 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.

3is 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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2. Use of Corporate Facilities

Respondents do not deny that they used the Harrison
Properties, Inc. post office box and telephone number for the
Ed Harrison 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. BHarrison reiterates
that he "did not realize that the minor use I made of my corporate
facilities in the early stages of the campaign could be improper.”
As noted in the First General Counsel’s Report dated May 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
pre-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. PFailure to Report Loans

Again, Respondenis merely reiterate their argqument 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 "[a]ls 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
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and Legal Analysis may be considered a mitigating factor during
negotiations. This Office thus has included the Section 434(b)(2)
reporting violation in the proposed pre-probable cause
conciliation agreement.

III. DISCUSSION Or CONCILIATION PROVISIONS AND 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 Commission’s approval are two

proposed conciliation agreements




RECOMNENDATIONS

Reject Respondents’ request to take no further action.

Enter into conciliation with E. C. Harrison Properties,
Inc., Edward Carl Harrison, as a director and officer of
E. C. Harrison Properties, Inc., and the Ed Harrison for
Congress Committee and Paul Johnson, as treasurer, prior
to a finding of probable cause to believe.

Approve the attached proposed conciliation agreements
and the appropriate letters.

Lawrence M. Noble
General Counsel

27 /3-'77/ Z] 6. BY:

Date ois G. ner

Associate General Counsel




Attachments
1. Res ses of E. C. Harrison Properties, Inc.
Bdward Carl Barrisom to Interrogatories
and Reguests for Production of Documents (excerpts)

2. Supplemental Re of E. C. Barrison Properties, Inc.
to Interr tories and Reguest for Production of
Documents (excerpts, including ro!-st for conciliation)

3. Proposed Conciliation Agreements (2)

Staff assigned: Andrea Low




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Edwaxrd Carl Harrison;

B4 Harrisom for Congress and
Paul Johmson, as treasurer;

E. C. Harrison Properties, Inc.

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session on
December 14, 1995, do hereby certify that the Commission
decided by a vote of 4-0 to take the following actions in

MOUR 3951:

Reject Rerpondents' reguest to take
no further action.

Enter into conciliation with E. C.
Harrison Properties, Inc., Edward

Carl Harrison, as a director and

Officer of E. C. Harrison Properties,
Inc., and the Ed Harrison for Congress
Committee and Paul Johnson, as treasurer,
prior to a finding of probable cause to
believe.

(continued)




Ffederal Electiom Commission
Certification for MUR 3951
December 14, 1995

Direct the Office of General Coumsel
to merge the comciliatiom

into one agreement for all of the
respondents

Approve appropriate letters.

Commissioners Aikens, Elliott, McGarry, and Thomas

voted affirmatively for the decision; Commissioner

McDonald was not present.

Attest:

Date E, Marjorie W. Emmoms
Secretary of the Commission




Washington, DC 20463

December 18, 1995

Edward Carl Harrison
1314 Indian Creek
Desoto, TX 75115

On June 6, 1995, the Federal Election Commission found reason to believe that
you, Ed Harrison for Congress Committee (the “Committee™) and Paul Johnson, as
treasurer, and E.C. Harrison Properties, Inc., violated 2 U.S.C. § 441b(a), a provision of the
Federal Election Campaign Act of 1971, as amended (the “Act™). In addition, the
Commission found reason to believe that the Commitiee and Paul Johnson violated
2 US.C. § 434(b)(2), a provision of the Act. The Factual and Legal Analyses, which
formed a basis for the Commission’s findings, were forwarded to you at that time. On
December 14, 1995, the Commission rejected your request to take no further action. At
your alternative request, on December 14, 1995, the Commission determined to enter into
negotiations directed towards reaching a conciliation agreement in settiement of this matter
prior o a finding of probsbie cause 10 belicve.

Enclosed is a conciliation agreement that the Commission has approved in
scttiement of this matter. If you agree with the provisions of the enclosed agreement,
please sign and retum it, along with the civil penalty, to the Commission. In light of the
fact that conciliation negotiations, prior to a finding of probable cause to believe, are
limited to a maximum of 30 days, you should respond to this notification as soon as
possible.




If you have any questions or suggestions for changes in the agreement, or if you
wish t0 arrange a meeting in connection with a mutually satisfactory conciliation
agreement, please contact me at (202) 219-3400.

Sincerely,

hww

Andrea Low
Attorney
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FEDERAL ELECTION COMMISSION

June 5, 1996

SENSITIVE

1314 Indian Creek
DeSoto, Texas 75115

RE: MUR 3951
Edward Carl Harrison
Friends of Ed Harrison and
Paul Johnson, as treasurer
E.C. Harrison Properties, Inc.

Based on a complaint filed with the Federal Election Commission on March 23, 1994,
and information provided by you, the Commission, on June 6, 1995, found that there was reason
to believe that the Ed Harrison for Congress Committee and Paul Johnson, as treasurer, violated
2 U.S.C. §§ 434(b)X2) and 441b(a), and that you and E.C. Harrison Properties, Inc., each violated
2 US.C. § 441b(a), and instituted an investigation of this matter.

After considesing all the evidence available to the Commission, the Office of the General
Counse] is prepared to recommend that the Commission find probable cause to believe that
violations have occmrred.

The Commission may or may not approve the General Counsel's recommendation.
Submitted for your review is a brief stating the position of the General Counsel on the legal and
factual issues of the case. Within 15 days of your receipt of this notice, you may file with the
Secretary of the Commmission a brief (ten copies if possible) stating your position on the issues
and replying to the brief of the General Counsel. (Three copies of such brief should also be
forwarded to the Office of the General Counsel, if possible.) The General Counsel's brief and
any brief which you may submit will be considered by the Commission before procceding to a
vote of whether there is probable cause to believe a violation has occurred.

If you are unable to file a responsive brief within 15 days, you may submit a written
request for an extension of time. All requests for extensions of time must be submitted in writing
five days prior to the due date, and good cause must be demonstrated. In addition, the Office of
the General Counsel ordinarily will not give extensions beyond 20 days.

Celebrating the Commussion s 20th Annivenan

YESTERDAY TODAY AND TOMORROW
DEDICATED TO KEEPING THE PUBLIC INFORMED




- Afinding of probable cause to believe requires that the Office of the General Counsel
attempt for a period of not less than 30, but not more than 90 days, to settle this matter through a

conciliation agreement.

Mmhuqqu:ﬂhu.plusecomxt Lawrence L. Calvert, Jr., the attomey
assigned to this matter, at (202) 219-3690.

Sincerely,
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In the Matter of
Edward Carl Hamison

Friends of Ed Harmison
and Paul Johnson, as treasurer

E. C. Hamison Properties, Inc.

' e e et ' e o’

GENERAL COUNSEL’S BRIEF
STATEMENT OF THE CASE
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(b)X2) and 441b(a), and

that Edward Carl Harrison and E. C. Harrison Properties, Inc. violated 2 U.S.C. § 441b(a).’

The Office of the General Counsel conducted an investigation pursuant to 2 U.S.C. § 437g(a)2).
This brief is the result of that investigation.
IL  FACTUAL AND LEGAL ANALYSIS

A.  Reporting Violations

The Federal Election Campaign Act of 1971, as amended (“the Act” or “FECA™) requires
each treasurer of a political committee to file periodic reports of the committee’s receipts and
disbursements. 2 U.S.C. § 434(a). Each report must include, inter alia, the total amount of all

loans made by or guaranteed by the candidate and all other loans, calculated both for the

! On April 29,1996, the Commission received from the Committee by first-class mail a letter, previously
transmitted by facsimile to the Clerk of the House of Representatives, in which the Committee advised that it was
changing its name to Friends of Ed Hamison Johnson remains the Committee’s tressurer.




reporting period and for the calendar year. 2 U.S.C. §§ 434(bX2XG) and (H). Each report must
also include the identification of each person who makes a loan to the reporting committee
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 identification of each person who
receives a loan repayment from the reporting committee during the reporting period, together
with the date and amount of each loan repayment. 2 US.C. §§ 434(b)3XE) and (5XD). Finally,
cach report must include the amount and nature of outstanding debts and obligations owed by
the committee. 2 U S.C. § 434(b)8). All debts must be continually reported until extinguished.
11CFR §104.11(a).

Edward Carl Harrison was a candidate for nomination for the office of United States
Representative from the 24th Congressional Distnict of Texas in the March 8, 1994 primary

election. Afier winning the primary, Hamson was a candidate in the November 8, 1994 general

election” The Committee was his principal campaign committee.

This Office reviewed the Commuttee’s disclosure reports regarding the reporting
violations complained of, along with communications between the Committee and the
Commission’s Reports Analysis Division (“RAD”) pertaining thereto. It is evident from this
review that the Commitice omitted certain schedules or other information from its reports, but
took corrective action when contacted by RAD. 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 June 4, 1993. However, the Committee failed to report the $1,900 as a receipt on its

Schedule A. Second, this same loan did not appear as outstanding or repaid on the Committee’s

2 Harrison received 69 percent of the vote in the primary election and 47 percent of the vote in the general
election




original 1993 Year-End report. Finally, the Committee’s original 1994 12-Day Pre-Primary
repondidno(oonninaSclwdmeCoraScheduleD;deblstoulingSltO,ﬂOwu'ethm:m
properly reported
On March 15, 1994, a week after the primary election, RAD transmitted a Request for

Additiona!l Information (“RFAI”) to the Committee regarding its failure to continuously report
debts on the 1993 Year-End report. On April 4, 1994, 27 days aRer the primary election and 20
days after RAD transmitted the RFAI regarding the Year-End report, the Committee submitied
amended 1993 Mid-Year and Year-End reports and an amended 1994 Pre-Primary report. The
amended 1993 Mid-Year report included the June 4, 1993 loan of $1,900 on a Schedule A. The

amended 1993 Year-End report included a previously omitted Schedule C and included thereon

the outstanding $1,900 loan.’ Finally, the amended 1994 Pre-Primary report included the

previously omitted Schedules C and D reflecting the previously unreported 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 comrective action after receiving the RFAI from RAD conceming the 1993 Year-
End report and has asserted that “{a]s a factual matter, there is no additional step we could take
now or could have taken then.” He has also noted that the loans purportedly made by him to the
Committee were reported on his personal financial disclosure statement as required by the Ethics
in Government Act (“EIGA™), 5§ U.S.C. app. 6 § 101 et seq. However, he has not denied there

was a violation at the time the oniginal reports were due.

* The amendment also included an amended Schedule A and a previously omitted Schedule D, on which were
reported previcusly unreported advances 1o the Commitiee by Harmison in the form of various expenses which
Hamison had incurred and for which be expected to be repaid




Harrison’s EIGA argument ignores the fact that FECA and EIGA have very different reporting
requirements and serve different, although related, purposes. EIGA is designed to provide
general information about a candidate’s personal financial situation, while FECA is designed to
provide detailed information about how the candidate’s campaign is financed and to whom the
candidate might or might not be beholden for that financing. Compliance with one in no way
equals compliance with the other. More specifically, disclosure on a personal financial
disclosure statement of the general range of debt owed a candidate by his committee is no
substitute for disclosure on Schedules C and D of the specific information about dates, amounts,
repayments and terms required by the Act.

Accordingly, there is probable cause to believe that Fniends of Ed Harmson and Paul
Johnson, as treasurer, violated 2 U.S.C. § 434(b).

B. Co tributions

¢ Applicable Law

It is unlawful for “any corporation whatever” to make a contribution in connection with a
Federal election, or for any officer or director of a corporation to consent to the making of such a
contribution. 2 U.S.C. § 441b(a). It is also unlawful for any candidate or committee to
knowingly accept such a contribution. I1d. For purposes of these provisions, the term
“contribution” includes “any direct or indirect payment, distribution, loan, advance, deposit, or

gift of money, or any services, or anything of value[.]” 2 U.S.C. § 441(b)2). Pursuant to

2US.C. § 432(e)X2), any candidate who receives a loan in connection with his or her campaign

for clection shall be considered as having received the loan not in his or her individual capacity,

but rather as an agent of the candidate’s authonzed committee.
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Candidates for the office of United States Representative may make unlimited
expenditures from personal funds. 11 CF.R. § 110.10(a). Personal funds are defined as “[ajny
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)
(1legal and rightful title, or (ii) {a]n equitable interest.™ 11 C.FR. § 110.10(bX1).

Stockholders and employecs of a corporation may make occasional, isolated, or
incidental use of the facilities of a corporation for individual volunteer activity in connection
with a Federal election, but must reimburse the corporation to the exient that the overhead or
operating costs of the corporation are increased. Any such activity that 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 CFR. § 114.9a)in).

A Corporate Loans

a Facts

E. C. Hamison Properties, Inc. (“Hamison Properties”) is a corporation incorporated
under the laws of the state of Texas. Its principal business is the construction of homes.

Information obtained in discovery indicates that candidate Harmision is cusrently the sole

shareholder of the corporation, and has been since 1984.° Harrison has been a director of

Harrison Properties since 1983, he has also been president of the corporation since at least

The corporation was imcorporated in 1983 under the name of Daystar Properties, Inc From incorporation
until December 20, 1984, 5,000 shares of Daystar Properties were owned by Harrison and 5,000 shares were owned
by Jerry G. Brooks. Brooks’s shares were turned in to the corporation and are now treasury siock  Also on
December 20, 1984, the corporation changed its name 10 E C. Harrison Properties, Inc




1986.° He is the only person employed by the corporation. His wife, Trisha Harrison, is also an
officer and director of the corporation. Harrison and his wife are the sole directors of the
corporation.

According to Article IIl, section 5 of Harrison Properties’ bylaws, “[t}he business and
affairs of the corporation shall be managed by its Board of Directors which may exercise all such
[sic) powers of the corporation{.]” Pursuant to Article 2.02(6) of the Texas Business
Corporation Act, these powers include the power “{t]o lend money to, and otherwise assist, [the
corporation’s] employees, officers, and directors if such a loan or assistance reasonably may be
expected to benefit, directly or indirectly, the lending or assisting corporation.” Article V,
section 6 of Harrison Properties’ bylaws vests Hamison, in his capacity as president, with “such
powers and duties as usually pertain to such office™ and charges him to “see that all orders and
resolutions of the Board of Directors are in effect.”

Harrison filed a Statement of Candidacy on May 19, 1993. On August 14, 1993,
Harrison executed a “General Promissory Note™ to Hamrison Properties for the sum of $50,000 at
cight percent interest with a due date of August 14, 1994. In response to the Commussion’s
reason to believe finding, Harrison conceded that “{tlhere is no dispute that | was [acting as] an
agent for my campaign™ On August 31, 1993, Harrison lent $56,950 to the Commitiee. On
September 14, 1993, Harrison lent another $50,000 to the Committee; for this loan, Michael
Neill, then treasurer of the Committee and acting in that capacity, executed a “General

Promissory Note™ to Harrison, as an individual, for $50,000 at cight percent interest with a due

. The corporstion’s initial discovery response stated that Harrison had been president of the corporation since

November 30, 1983. hs supplemental response stated that he had been president since “about 1986~ The conficting
statements make no difference 1o the analysis presented herem




date of September 14, 1994. The Committee’s reports show that it repaid a loan fo the candidate
in the sum of $50,000 on March 29, 1994; in response to the complaint, Harrison stated that
“[plrior to April 15, 1994, 1 issued a check to Harrison [Properties] in the amount of $50,000 for
the amount owed personally by me.”

b. Analysis

There is probable cause to believe that Harrison Properties violated 2 U.S.C. § 441b(a)
by making, and that the Committec and its treasurer violated 2 U.S.C. § 441b(a) by receiving,
the $50,000 August 14 loan. Moreover, Harrison disbursed the loan in his capacity as an officer
of the corporation, and received it in his capacity as candidate and agent of the Committee.
2U.S.C. §432(e)2). Thus, there is probablc cause to believe that both as an officer of Harrison
Properties and as the personally involved recipient candidate, Harmson himself violated 2 US.C.
§ 441b(a).

There is no dispute that Harnson Properties is a corporation. There is no dispute that it

made the $50,000 August 14 loan, or that Harmison acted as the Committee’s agent when he
received it. However, in his response to the reason to believe finding, even as he conceded that
he was acting as the Committee’s agent Harmison protested that “[rjeliance on 2 US.C.
§ 432(e)2) is misplaced™ and that his agency “is not the issue™ because the funds were his
personal funds, inasmuch as “{t}hese funds were in my personal account at the ime of the loan
(from him to the Committee).”

Harrison’s argument misses the significance of his status under Section 432(e)2) as the

campaign’s agent. The statute means that if Hamson was a candidate at the time he obtained the

loan from the corporation, 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, which he




apparently concedes be did, then by operation of lsw 1t was impossible flor the corporation to
icnd the moncy o bam m lus persomal capacaty.  Under these cscumstances, the law dissegands
the parking of the funds in Hamison’s personal account, and treats the loan as if it had gone

divectly from the corporate treasury to the campaign account.  Loans 1o authorized committecs
are, of course, contributions, 2 U S.C. § 441b(b)2), and corporations asc prohibuted from
making contributions by 2 US.C. § 441b(a).

Nonctheless, Hunsos argued m response 1o the reason 10 belicve finding that even if the
loan was deemed 10 have been made by the corporation 1o the Commutice, it dad not violate
2 US.C. § 441b(a) because Hamsos was the only sharcholder and all of the corporation’s assets
amounted 0 bhis personal funds  Contrary to Harmnson's argument, however, lus status as sole
sharcholder docs not make the corporaie contnbutions amy less illegal  Section 441b contains no
explicit exception for closcly-heid or sole-sharcholder corporations. Moreover, no such
exception can be inferved from esther the purpose or the structure of the statuse, as they have
been explaincd on more than one occasson by the United States Sepreme Court. Furthermore,
the contributions st issac were m 8o scase made from Hamson's personal funds. Not oaly
would it be imcorrect 1o read the personal funds regsiation, 11 CFR. § 110 10, as superseding
the statute’s clear prohibition of corporate comtnbutions, but the funds at issuc bere do not pass
the reguiation’s test for deternmming winch funds are personal




i Section 441b Contains No Exception For Closely Held Corporations

(A). The Text Contains No Such Exception
The pertinent portion of the statute states:
it is unlawful . . . for any corporation whatever . . . t0 make a contribution

or expenditure in connection with any clection at which . . . a Senator or

Representative in . . . Congress are 10 be voted for, or in connection with any

primary election or political convention or caucus held to select candidates for

any of the foregoing offices.
2USC. §441b{a). Congress used language that by its terms foreclosed any exception: the
statuse applies 1o any corporation whatever. Any exception for closely held corporations, if it
existed, would have to come from somewhere other than the text of the statute. See also mfra
n7.

(B). An Exception for Closely Held Corperations Weald Be Contrary to Both
The Purpose and Structure of the Statute

(1. Purpese

The Supreme Court has recognized that Congress intended Section 44 1b 10 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.
Nationa! Right 1o Work Comm (“NRWC™) , 455 U.S. 197, 207 (1983). These “special
acvantages” inchude “limited [sharcholder] liability, perpetual life, and favorable treatment of
the accumulation and distribution of assets,” all of which “enhance [corporations’] ability to
attract capital. " Austin v. Michigan Chamber of Commerce, 494 U S. 652, 658-59 (1990)
However, “these state-created advantages not only allow corporations to play a dominant role in
the nation’s economy, but [if left unchecked could] also permit them to use ‘resources amassed

in the economic marketplace” to obtain *an unfair advantage in the political marketplace. ™™ Id.




(quoting FEC v. Massachusets Citizens for Life. Inc. 479 U.S. 238, 257 (1986)). To prevent
this danger, Congress wrote Section 44 1b and its predecessors. “The statute reflects a legislative
judgment that the special characteristics of the corporate structure require particularly casefiul
regulation.” NRWC, 459 U S. at 209-10.

It would defeat the purpose of Section 441b to read into it an implied exception for
closely held corporations. Such corporations and their sharcholders are granted the same
“special advantages™ identified by the Supreme Court as publicly held corporations with many
stockholders. “Although some closely held corporations, just as some publicly held ones, may
not have accumulated significant amounts of wealth, they receive from the State the special
benefits conferred by the corporate structure and present the potential for distorting the political
process.” Austin, 494 U.S. at 660-61.

(Z). Structure

Accordingly, Congress fashioned a statute applicable both to large and small corporations
with few or many shareholders. The Supreme Court has charactenized the statute as a
“prophylactic measure] |” and acknowledged that it restricts the political activities of
“corporations . . . without great financial resources, as well as those more fortunately situsted({ |”
NRWC, 459 U.S. at 210. Similarly, in Austin, the Court acknowledged that a Michigan statute

that was virtually identical to Section 441b “include{d] within its scope closely heid corporations

that do not possess vast reservoirs of capital. ™ 494 U.S_ at 660.° The teaching of NRWC and

. The Austin Court made this statement in the course of rejecting an argument that because the statute applied

to closely heid corporations, it was unconstitutionally overbroad




Austin 15 that the poteatial for distortion of the political process is present i, and Section 441b
therefore prohsbsts contnibutions by, ~any [soa-sdeological] corporation whatever ™

i The Corporate Contributions Were Not Permitted By the Personal Funds
Regziztics

(A). The Reguistion Decs Not Sapersede Section 441b
While Section 441b broadly prolsbets corporate or labor organization contributions,
2USC. § 4412, by contrast, contamns vanous hmits on the amounts of contributions or

expenditurcs that may be made by other persons, including individuals. 11 CFR § 110 10
provides that, with exceptioas not pertinent here, candidates for Federal office may make
unlimited expeaditures from “persona! funds ™ The regulation was intended by the Commission
10 clarify a candhdate’s personal relanomshup 10 the contribution and expenditure lsmitations
imposed by 2 US.C_ § 4412, particularly in light of the Supreme Court’s decrsion in Buckley v.

Valeo, 424 U S 1, 51-54 (1976), that the Act's former limstations on a candidate’s cxpendituses
from personsl funds were uncomstituonal Cf FEC, Federal Election Regulations, HR. Doc.
No. 44, 95¢h Cong , Ist Sess. 70-71 (1977) (providing explanation and justification for 11 CFR.
§ 110.10). There is nothing in the tcxt or history of the regulation suggesting it was intended o
in &y way provide an exception %0 Section 441b for the use by candadates of corporate assets

-

MCFi. finther supports this constructios of the sanse  In MCFL. ¢ was “clear that Congress imendsd
§ 4410 10 apply 0 corporations ke MCFL.  The section makes & unlonfisl for ‘aov corporagion o make a
contribution or cxpendinef [~ 479 US x 267 a | (Redmgast, CJ , concurring in pant and disscsting i part)
(emphasis » origmal) The Cowt held aos st corporations ke MCFL were not covered by Section 447, but tha
the statute as appied 1o thess was unconstitational 479 US = 263 While &t has become common to think of
MCF]L ss cresting an “esception” 80 Section 441b. 25 2 matter of stanmory coastruction that s not. strictly speakmg.
what the Cowrt éd  Of comrse, becanse the corporations &t ssue here are business corporations. MCFL s
constisonal bolding s sot appiicable




such as those that were contributed in this case by Harison Properties.* Thus, 11 CFR.

§ 110.10 is inapposite 10 this case.

(B). The Corporate Funds At Issue Here Are Not “Personal Funds” Withia the
Meaning of the Reguiation

Even if Section 110.10 were facially applicable to facts such as these, the contributions
in this case do not meet the test set forth in that regulation for determining whether funds are
“personal.”

Section 110.10(b) provides a two-prong definition of “personal funds.” Personal funds
are assets 10 which, under applicable state law, at the time the candidate becomes a candidate,
the candidate has a legal nght of access to or control over and with respect to which the
candidate has either legal and rightful title or an equitable interest. 11 CFR_§ 110.10(b). An
equitable interest in an asset includes “an ownership or pecuniary interest which is not one of
legal title.” Explanation and Justification of Regulations Concerning a Candidate’s Use of
Property in Which Spouse has sn Interest, 48 Fed Reg 19019, 19020 (Apr. 27, 1983). The
Commission, in clarifying the definition of personal funds provided in Section 110.10(b), stated:

. . . (Nt is made clear that the cnitenia of “legal and nghtful title™ and “equitable

interest” must cach be linked with “legal night of access io or control.™ The latter

criterion is the standard set out in the legislative history of the 1974 Amendments

to 18 US.C. § 608 pertaining to the limitations of expenditures of personal funds
by a candidate, also cited in Buckley v. Valeo, 424 US. 1, 51, 52, n.57.

Texas law gives Harrison as an individual no direct legal nght of access to or control

over the assets of Hamison Properties. This conclusion is best demonstrated by Byerly v. Camey,

* From its inception m 1977, the personal funds regulation has been placed in Part 110 of the regulations,
concerning imitations and prohibitions oa costributions and expenditures by persons other than corporations, rather
than in Part 114, conceming corporate and labor organization activity
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161 S.W. 2d. 1105 (Tex. Civ. App. 1942). There, successors in interest 1o persons who had
bought subscriptions in a colonization company near the turn of the century sued decades later to
quiet title to, and take possession of, land purchased by the company but never distributed or
developed. Plaintiffs conceded that their claims relied in part on stock certificates that the
colonization company had issued to the subscribers and which plaintiffs now held The court
therefore treated plaintiffs as stockholders, and observed that

Under elemental corporation law, the title to the corporation’s property is

in the corporation, and not in the stockholders. The stockholder is in no sense the

legal owner of the property of the corporation. The stockholder has a right to his

share of the profits while the corporation is a going concern, and 10 a share of the

proceeds of its assets, when sold for distnbution in case of its dissolution and

winding up. Even then, nights of creditors are supernior to those of the

sharcholders.

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 corporation nor a nght to possession of
it. Id at 1111. See also In re Lawler, 50 BR. 110, 118 (Bankr. N.D. Tex. 1985) (applying
Byerly).

Texas law recognizes that Harnson has an equitable interest in the assets of Harrison
Properties that does not rise to the level of title. Lawler. S0 B.R. at 118 Nevertheless, like the
shareholders in Byerly, Harmison has no immediate legal nght as an individual to possess the
corporate assets — that is, to have access to them or control over them. While he has a “right to
his share of the profits™ during the life of the business and a nght to the assets remaining afier

liquidation, 161 S.W. 2d at 1110, he cannot even exercise those nghts without first taking action

in his capacity as officer and director to declare a dividend or to liquidate the corporation.® In

°

As Harrison pointed out in response 1o the reason to believe finding, he “could have received the same
moneys from Harnson Properties in the form of saiary or bonus, or by declaring a dividend. or by using my stock m
(Footnote continued on next page)




response 1o the reason 10 believe finding, Harrison argued that “{ijt is beyond dispute that | have
exclusive control over Harrison Propertics’ assets and have discretion under its bylaws to sell
assets, withdraw moncys, declare dividends, make psyments and make loans.” However, his
“exclusive control” is not as an individual but as a corporate officer; and in that capacity, any
access 10 or control over the corporate assets could only be exercised for the use and benefit of

the corporation. Consequently, the “link™ between his equitable interest and access to or control

over the corporate assets contempiated by the Commission, sypra at 13, is absent here. "

Accordingly, with respect to the $50,000 loan dated August 14, 1993, there is probable
cause 10 believe that Edward Carl Harrison, E.C. Harrison Properties, Inc., and Friends of Ed
Harrison and Paul Johnson, as treasurer, violated 2 US.C. § 441i(a)."

3. Use of Corporate Facilities

Harrison acknowledged in response to the complaint in this matter that he wrote a letter
to the Clerk of the U.S. House of Representatives, dated July 1, 1993, admitting that the

Committee had used the address of Harmisoa Propertics as its legal address, and had placed that

the company as collsteral for 2 bask loan ™ A: least with respect 10 declaring a dividend prior to his candidacy or
using his stock as collmteral for 3 bank loan, we do nct dispute tus  There are a number of ways in which Harrison
could have permissibly empioyed his equitable interest for campaign purposes, but none of them occurred here.

. Moreover, it is not clear that Harvison's assertion of “exclusive comtrol™ is correct. The powers he asserts
he has under the corporate bylsws are not specifically meationed in that document. They would appear to be
statutorily granted gemeral corporate powers which, under the bylaws, are vested o Hamison and his wife as
directors. Even if the two of them, as direcaors, delegated these powers to Harrison, as president, he would still
exercise “exclusive control” only m that capacity and not as an mdividual

" Twice in recent years, the Commission hes found probable cause to believe that closely held corporations
principally owned by candidates violsted Section 441b in situations similar 10 that presented here. In MUR 3119, the
candidate borrowed fimds totaling $266,000 from 2 corporation of which she owned 85 percent of the stock, and in
tumn loaned the money to ber principal campaiga committee.  The loans were fully reported to the Commission  The
Commission found probsble cause 0 believe that the corporation and the committee violated, inter alia, various
provisions of Section 441b. Samilarly, in MUR 3191, the candidate drew $209,000 from his equity in a corporation
that was wholly owsed by kims sad his wife, oa its books, the corporation recorded the equity draws as loans to the
candidate  The Commission found probsble cause 1o believe that the loans violated Section 441b
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address and the Harrison Properties telephone number on brochures and letterheads. Harvison
included with the letter an amendment to the Committee’s Statement of Organization noting its
new address. The letter was 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, Texas 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 8, 1994 primary election, and only used the
corporate address for two or three months, during which, Harrison claimed, there was little

campaign activity. In response to the complaint and the reason to believe finding, Harrison

asserted that “{tJhe listing of the telephone number and post office box did not result in anything

more than an incidental use of corporate facilities,” and that he “did not realize that the minor
use | made of my corporate facilities in the early stages of the campaign could be improper.”

Nevertheless, the use of the corporate address and phone number consituted a corporate
contribution. The continuous use of the corporation’s post office box and telephone by the
Committee for a period of two or three months is far more than the hour-per-week or four-hour-
per-month “incidental” standard of 11 C.F.R. § 114.9(a)iii). The short duration and early
corrective action may mitigate, but do not vitiate, the violation. Therefore, with respect to the
use of corporate facilities, there is probable cause to believe that Edward Carl Hamison, E.C.
Harmison Properties, Inc., and Friends of Ed Harrison and Paul Johnson, as treasurer, violated
2US.C. § 441b(a).

L L'S MMENDATION

1. Find probable cause to believe that Friends of Ed Harrison and Paul Johnson, as
treasurer, violated 2 U.S.C. §§ 434(b) and 441b(a).
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Edward C. Harrison
1314 Indian Creek
DeSoto, TX 75115

June 17, 1996

Lawrence M. Noble

General Counsel

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

Dear Mr. Noble:

I received a brief containing your recommendation to the Federal Election
Commission regarding MUR 3951 on Friday, June 7. According to your letter, 1
have 15 days to formulate and file a responsive brief pertaining to this matter.

I would like to request an extension to Monday, July 15, 1996 in filing my
responsive brief in order to properly respond to your findings. Other business has
kept me quite busy in the last few days, placing great time consiraints on my ability
to respond to the matter at hand. Additional time to respond would be very helpful
in this endeavor.

Sincerely,




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

June 25, 1996

Mr. Edward C. Harrison
1314 Indian Creek
DeSoto, Texas 75115

Dear Mr. Hamson:

Thas is in response to your letter dated June 17, 1996, which we received on June 24,
1996, requesting an extension until July 15, 1996 to respond to the General Counsel’s Brief in
the above-referenced maitter. After considering the circumstances presented in your letter, the
Office of the General Counsel granted the requested extension.

We noie that even though your letter was dated June 17, 1996, it was not received by us
until the date your respomsive brief otherwise would have been due. Because you transmitied
your letter more than five days before the due date, this Office has granted the extension.
However, youshmldbenrmmmdtheocmmlslowmsofﬂnmdmemqﬂmyw
responsive brief is the

close of business, Eastemnme Mondly July 15 1996

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

Celebrating the Commission’s 20th Ansviversary

YESTERDAY, TODAY AND TOMORROW
DEDICATED TO KEEPING THE PUBLIC INFORMED




Dear Mr. Noble

Enclosed is my responsive brief in the matter of MUR 3951. Should you have any
questions please feel free to call.

Sincerely,

Ll fun=

Ed Harrison




Edward C. Harrison
1314 Indian Creek
DeSete, TX 75115

July 12, 1996

The Honorable Lee Ann Elliott
Chairman

Federal Election Commission
Washington, D.C. 20463

:  MUR 3951
w Edward Carl Harrison
: Friends of Ed Harrison and

Paul Johnson, as treasurer
E.C. Harrison Properties, Inc.

Dear Chairman Elliott:

This is the response of the parties listed above ("Respondents”) to the brief of the Office
of General Counsel in this matter. For the reasons discussed below, the Respondents believe that
the Commission should find no probable cause and dismiss this matter.
This complaint was filed by my cpponent in the midst of the hard-fought 1994 general

election.

At issue is the General Counsel's absolutist reading of 2 U.S.C.
§ 441D that refuses to recognize the facts of individual cases. This is placing form over

substance and is: (1) an incorrect reading of the law and (2) a nonsensical public policy



ey

precedent that flies in the face of the Commission's stated objective to exert its prosecutorial

discretion over cases that should not be pursued.

The General Counsel's brief aiso touches on a technical reporting violation and notes that
the committee "took corrective action when contacted by RAD" and the limited use at the start of
the campaign of corporate facilities that was corrected once the campaign realized its error.

Respondents ask that the Commission take no further action on these issues.

FACTS

This complaint concerns my relationship with E.C. Harrison Properties, Inc., a Texas
corporation of which | have owned 100 percent of the outstanding stock since 1984 and have
been president since at least 1986. | am the only person employed by the corporation. My wife
is an officer of the corporation, and she and I are its sole directors.

As the General Counsel's brief notes, the board (which consists of just my wife and me)
manages the corporation and exercises 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 company's bylaws vest in me as president the powers and duties of the office
and the charge to 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 | 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. | 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 other loans from Harrison Properties have been executed, and included a

commercially reasonable rate of interest.

DISCUSSION

There is no dispute that the funds involved were ones to which [ 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

uollmeml for a bank loan. we do not dlsputc lhlS There are a number of ways in which

none of !hcm occun'cd hcre
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 that, at worst,
any violation is form over substance. Yet. as detailed below. the General Counsel asks the
Commussion to adopt an absolutist. unbending position for purposes of 2 U.S.C. § 441b. This

asseruon. which would back the Commission into a very difficult corner for future matters, is

unsupported by the case law. by Texas law and by a reasonable person. common sense. public

policy analvsis.’

This “ould appear to be a case of first impression for the Comrmssmn "[he MURs cned
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 General Counsel's reason to believe brief relied extensively.




A.  The Holdings of the United States Supreme Court Make Clear That the Reasons
Suppeorting 2 U.S.C. § 441b Are Not Preseat for Harrison Properties.

The gravamen of the United States Supreme Court's decisions upholding bans on the use
of corporate funds in elections is the corrupting influence in politics that can come from the
aggregation of massive amounts of corporate 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. | can assure the Commission that he is in agreement with all
corporate management's decisions.

The possibility of corruption is not present either. For example, Austin v. Michigan
Chamber 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.” dustin at 659 (quoting Massachusetts Citizens for Life, 479 U S 238, 257
(1986)). General 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 not 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); FEC v.
Massachusetts Citizens for Life, 479 U.S. 238 (1986); Austin v. Michigan Chamber of
Commerce, 494 U.S. 652 (1990).




Counsel agrees, we are talking about funds to which I was entitled under the structure of my
corporation.

Furthermore, the holding of MCFL contradicts the General Counsel's absolutist assertion
that all corporations are treated alike for purposes of 2 U.S.C. § 441b. Despite the misplaced
attempts of the General Counsel's Brief at n.7, MCFL demonstrates that not all corporations are
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 ioc Work Comm.. 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 Properties
was using its corporate resources to influence elections. That is not the case here, where the
issue is whether | was entitled to this money. The answer. as the General Counsel concedes at n.
9. is yes. Indeed. this inherent contradiction in the General Counsel's position is further
illustrated by comparing two sections of its brief.

OUn page 9. the Brief cites Ausrin: "[T]hese 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.” /d at 658-59. Yet the Brief at 13, n.9 agrees that I could have “received the same

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 deciding this matter, the Commission must be aware of this basic contradiction. The
funds at issue here are, as all parties agree, moneys to which I am entitled. It is inconsistent and
unjust, to then be punished on the grounds they are impermissible aggregations of corporate

wealth used to obtain an unfair advantage in the political marketplace.

B. The Funds at [ssue Were Personal Fuads of Harrison

The General Counsel's Brief fails to address the arguments set forth in my reason to
believe brief concerning why these funds are my personal funds and permissible under 11 C.F.R.
§ 110.10. All the funds [ put into the campaign were personal funds. In ieaching its conclusion,
the General Counsel fails to address the plain wording of 11 C.F.R. § 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 |

could have received the very funds at issue by taking one more ministerial step, and then argue

these are not my personal funds. Their assertion is contradicted by Section 110.10 (a) of the
Commussion's Regulations. which 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

(11) An equitable interest.

(2) Salary and other earned income from bona fide employment.




In my case, all the funds involved fall under this definition. 1 own 100 percent of the
company's outstanding stock, am the company's employee, have been the President since at least
1986, and have been an officer and director since 1983. 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, make 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. 1 received, as | have every year, a salary and bonus from the
corporation. 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 eamnings by Harrison
Properties at the time [ borrowed these funds).

The General Counsel's Brief does not address the fact that | have received loans from
Hammison Properties on other occasions. [d.; seealso 11 C.F.R § 116.3. In other words, [ have
borrowed money in the same manner as | did for the August 14, 1993 loan at issue here. On
September 14, 1993. using my personal assets, | loaned my campaign committee $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 Harmson Properties on April 15. 1994.

Since. as the General Counsel seems to agree. Harrison Properties’ assets are my

equitable interest in an asset | 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




money. This is consistent with 11 C.F.R. §110.10. See also Buckley v. Valeo, 424 U S. 1, 51-53
(1976).

However, assuming for the sake of argument the General Counsel's position that since |
was a candidate. any loan | received (whether or not in the same manner as | 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 1o "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 which the candidate has control over and an equitable interest in.
That is what | 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 marter is rather over the form I used to get the money out of the corporation | 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




trying to enforce a claim from the turn of the century. The case is not applicable to the situation
of Harrison Properties, with its one shareholder and a pattern and practice of making loans to that
shareholder. The facts are that in my case, despite the General 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
incorporation.” 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 2 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. | 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 General Counsel's position that my "access to control over the corporate assets could
only be exercised for the use and benefit of the corporation” is not consistent with Texas
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 are 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 access to
corporate funds. as [ do with Harrison Properties. Other parties in those MURSs 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 marter.

The above statements are true and correct to the best of my knowledge, information and

belief.

Respectfully sub:
Ed Harrisobn
Subscribed and Sworn before me this /2 _day of July 1996.

My Commission Expires: 2 /2 Jerc
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In the matter of mi
Edward Carl Harrison

Friends of Ed Harrison
and Paul Johnson, as treasurer

E. C. Harrison Properties, Inc.

e S

GENERAL COUNSEL'’S REPORT
BACKGROUND
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 Properties™) violated

2 U.S.C. § 441b(a).! The Office of the General Counsel conducted an investigation pursuant to

2 US.C. § 437g(a)2).

On December 14, 1995, the Commission rejected the Respondents’ request to take no
further action and entered into conciliation with the Respondents prior to a finding of probable
cause to believe.

Pursuant to 2 U.S.C.

. On April 29, 1996, the Commission received from the Committee by firsi-class mail a letter, previously
transmitted by facsimile to the Clerk of the House of Representatives, in which the Committee advised that it was
changing its name to Friends of Ed Harrison. Johnson remains the Committee’s treasurer.

In this report, the Committee, Harrison Properties, and Harrison personally are referred to collectively as
“the Respondents.” For the Commission’s information, Harrison Properties has not elected “Subchapter S” tax
status under the Internal Revenue Code. MUR 3951, General Counsel’s Report, November 27, 1995, at 3.




§ 437g(a)(3), this Office submitted to Respondents a brief dated June 5, 1996 (hereinafter cited

as “General Counsel’s Brief”). In the brief, this Office recommended that the Commission find

probable cause to believe that the Committee violated 2 U.S.C. §§ 434(b) and 441b(a), and that

Harrison and Harrison Properties violated 2 U.S.C. § 441b(a). After receiving an extension of
time to respond, Harrison, on behalf of all the Respondents, submitted a responsive brief dated
July 12, 1996 (hereinafter cited as “Respondents’ Brief™).

This report analyzes the arguments presented in the Respondents’ brief, renews the
recommendations made in this Office’s brief, and recommends approval of a proposed
conciliation agreement.

II. ANALYSIS

(General Counsel’s Brief dated June 5, 1596 incorporated herein by reference).

A. Reporting Violation and Use of Corporate Facilities

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.  Corporate Contributions

Respondents contend that the $50,000 loan from Harrison Properties to the Committee
through Harrison was not a corporate contribution. Distilled, their argument amounts to the
following: Section 441b(a) does not apply because the funds at issue were Harrison’s personal
funds; and the funds at issue were Harrison’s personal funds because he had plenary control over
the corporate 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 cor:est liability concerning the Committee’s use of
corporate facilities undercuts their argument with respect to the corporate loan. If all of Harrison
Properties’ assets were Harrison’s personal property to use as he wished, the Committee’s use 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 corporation’s money by a candidate’s authorized committee while prohibiting the use
of the same corporation’s facilities by the same authorized committee.

Second, Respondents do not address the explanation in this Office’s brief that the
definition of personal funds at 11 C.F.R. § 110.10(b) should not be read to detract from Section
441b’s bright-line prohibition 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 structure.




Instead, their entire argument for the inapplicability of Section 441b hinges on their “personal

funds™ argument. They contend that in this matter, there is no risk that “substantial aggregations
of wealth amassed by the special advantages which go with the corporate form of organization
[will] be converted into political ‘war chests.’” See Respondents’ Brief at 5 (criticizing reliance
of General Counsel’s brief on quoted passage from FEC v, Nat’l. Right to Work Comm.
(“NRWC™), 459 U.S. 197, 207 (1983)). However, they concede that “[t]his [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 as individuals to access to or control
over corporate assets. See generally General Counsel’s Brief at 12-13 (discussing Byerly v,
Camey, 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. Id. Nothing
in the cited provisions would appear to create a “sole shareholder” exception to the rule stated in
Byerly, and Respondents cite no Texas cases that would do so either.

Indeed, a more recent Texas case, without citing Byerly, 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 shareholder of an incorporated insurance agency that had lost its corporate




charter for failure to pay franchise taxes sued one of his customers for back premiums. The

shareholder “argue[d] that, as sole shareholder, he own[ed] the cause of action. This is not the
case. Although [the sole sharcholder] owns all the stock in the . . . corporation, the corporation
itself holds all the assets, including the cause of action.” 921 S.W.2d at 251 (citation omitted).
The court held that the sharcholder 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, ?5«. Thus,
the equitable interest held by the sole shareholder of a Texas corporation does not give the
shareholder, 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
concession by this Office that “there is no dispute that the funds involved were ones to which |
was entitled.” Respondents’ 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.” [d. 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 supra, under Texas law Harrison Properties’ assets are one
thing and Harrison’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
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normal mechanisms for doing so (such as putting up shares as collateral for a bank loan), he is

permitted, for purposes of the Federal Election Campaign Act, to use the funds thus generated in

a way that he is not permitted to use funds taken straight from the corporate treasury. Far from

being “form over substance,” Respondents’ Brief at 1, this is a critical distinction: at law, the
former is his money and the latter is not. Because the funds at issue in this matter were the assets
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 argument falls.’
Thus, there is probable cause to believe that all Respondents violated 2 U.S.C. § 441b(a).

. CONCILIATION AGREEMENT AND CIVIL PENALYY

This Office recommends that the Commission approve the attached proposed conciliation

agreement

2

Moreover, because Harrison's status as sole shareholder gives him no greater legal right of access to or
control over the corporate assets under Texas law, Respondents’ attempts to distinguish MURs 3119 and 3191 on
the same basis are unavailing.




IV. RECOMMENDATIONS

1. Find probable cause to believe that Friends of Ed Harrison and Paul Johnson, as
treasurer, violated 2 U.S.C. §§ 434(b) and 441b(a).

2. Find probable cause to belicve that Edward Carl Harrison and E.C. Harrison
Properties, Inc. violated 2 U.S.C. § 441b(a).

3. Approve the attached proposed conciliation agreement.
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Attachment:

1. Proposed Conciliation Agreement

Staff Assigned: Lawrence L. Calvert Jr.




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Edward Carl Harrison;
Friends of Ed Harrison and

Paul Johmson, as treasurer;
E.C. Harrison Properties, Inc.

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on August 14, 1996, the
Commission decided by a vote of 5-0 to take the following

actions in MOR 3951:

Find probable cause to believe that Friends
of Bd Harrison and Paul J , aB
treasurer, violated 2 U.S.C. 88 434(b) and
441b(a).

Find probable cause to believe that Edward
Carl Harrison and E.C. Harrison Properties,
Inc. violated 2 U.8.C. § 441b(a).

Approve the proposed conciliation agreement,
as recommended in the Gemeral Counsel's

Report dated August 9, 1996.

(continued)




Federal Election Commission
Certification for MUR 3951
August 14, 1996

4. Approve the appropriate letters, as
recommended in the General Counsel's Report
dated August 9, 1996.

Commissioners Aikens, Elliott, McDonald, McGarry,
Thomas voted affirmatively for the decision.

Attest:

g-/5 -9

orie W. Emmons
Secre of the Commission

Received in the Secretariat: Priday, Aug. 09, 1996 2:56 p.m.
Circulated to the Commission: Monday, Aug. 12, 1996 11:00 a.=m.
Deadline for vote: Thurs., Aug. 15, 1996 4:00 p.m.

bir




FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20463

BY FACSIMILE AND FIRST-CLASS MAIL

Mr. Edward C. Hamison
1314 Indian Creck
DeSoto, Texas 75115

MUR 3951

Edward Carl Harrison
Friends of Ed Harrison and
Paul Johnson, as treasurer
E.C. Harrison Properties, Inc.

Dear Mr. Harrison:

On August 14, 1996, the Federal Election Commission found that there is probable cause
1o believe that Friends of Ed Harrison (“the Committee™) and Paul Johnson, as treasurer, violated
2 US.C. §§ 434(b) and 441b(a), provisions of the Federal Election Campaign Act of 1971, as
amended, in connection with the incorrect reporting of loans received by the Committee from
you, and in connection with the receipt of illegal corporate contributions. The Commission also
found that there is probable cause to believe that both you personally and E.C. Harrison
Properties, Inc. violated 2 U.S.C. § 441b(a) in connection with the corporate contributions.

The Commission has a duty to attempt to correct such violations for a period of 30 to
90 days by informal methods of conference, conciliation, and persuasion, and by entering into a
conciliation agreement with a respondent. If we are unable to reach an agreement during that
peniod, the Commission may institute a civil suit in United States District Court and seek
payment of a civil penalty.

Enclosed is a conciliation agreement that the Commission has approved in settlement of
this matter. If you agree with the provisions of the enclosed agreement, please sign and return it,
along with the civil penalty, to the Commission within ten days. I will then recommend that the
Commission accept the agreement. Please make the check for the civil penalty payable to the
Federal Election Commission.




MUR 3951
Edward C. Harrison
Page 2

If you have any questions or suggestions for changes in the enclosed conciliation
agreement, or if you wish to arrange a mecting in connection with a mutually satisfactory
conciliation agreement, please contact Lawrence L. Calvert Jr., the attorney assigned to this
matter, at (202) 219-3690 or (800) 424-9530.

Sincerely,

Ry Y/ "

[ .awrence M. Noble
General Counsel

Enclosure
Conciliation Agreement
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In the matter of
Edward Carl Harrison

Friends of Ed Harrison
and Paul Johnson, as treasurer

E.C. Harrison Properties, Inc.

GENERAL COUNSEL’S REPORT

BACKGROUND

This matter involves contributions to a candidate’s principal campaign committee made
in violation of 2 U.S.C. § 441b(a) by a corporation wholly owned by the candidate. It also
involves violations of 2 U.S.C. § 434(b) arising from incomplete reporting by the committee of
several loans received from the candidate.

On August 14, 1996, the Commission found probable cause to believe that Friends of Ed
Harrison and Paul Johnson, as treasurer (“the Committee™) violated 2 U.S.C. §§ 434(b) and
441b(a), and that E.C. Harrison Properties, Inc. (“Harrison Properties™) and Edward Carl
Harmison violated 2 U.S.C. § 441b(a). On the same daie, the Commussion approved a proposed

conciliation agreement, directed to all Respondents jointly and severally










approve the proposed conciliation agreement at Attachment 2.

Moreover, we recommend that the Commission authorize this Office to sue all respondents for




elief in U.S. District Court if thay do not sign and submit the agresment within ten days.

Approve the proposed conciliation agreement at Attachment 2.

Authorize the Office of General Counsel to file a civil suit for relief in United States
District Court against Edward Carl Harrison, Friends of Ed Harrison and Paul Johnson, as
treasurer, and E.C. Harrison Properties, Inc., if respondents do not sign and submit the proposed
conciliation agreement at Attachment 2 within ten days of receipt.

Approve the appropriate letter.

L}
’ [}

/ ‘7;,."2 3;1' 1 /

Date l’ / f /J:.';;nm M. Noble
N’ General Counsel
Staff assigned: Lawrence L. Calvert Jr.

Attachments:

Proposed conciliation agreement




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)
Edward Carl Harrison; )
Friends of Ed Barrison and )
)
)

Paul Johnson, as treasurer;
B.C. Harrison Properties, Inc.

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session on October 29,

1996, do hereby certify that the Commissicn decided by a

vote of 4-0 to take the following actions in MUR 3951:

Approve the proposed conciliation
agresment at Attachment 2 to the
General Counsel's October 23, 19986

report.

Authorize the Office of General Counsel
to file a civil suit for relief in
United States District Court against
Edward Carl Harrison, Friends of Ed
Harrison and Paul Johnson, as treasurer,
and E.C. Harrison Properties, Inc., if
respondents do not sign and submit the
proposed conciliation agreement at
Attachment 2 of the General Counsel's
October 23, 1996 report within tem days
of receipt.

(continued)




Federal Election Commission
Certification for MOUR 3951
October 29, 1996

Approve the appropriate letter as
recommanded in the General Counsel's
October 23, 1996 report.
Commissioners Aikens, Elliott, McDonald, and Thomas

voted affirmatively for the decision. Commissioner

McGarry was not present at the time of the vote.

Attest:

&rj orie W. Emmons

Secretary of the Commission




FEDERAL ELECTION COMMISSION
WASHINCTON, DC 20463

BY FACSIMILE AND FIRST CLASS MAIL

Mr. Edward C. Harrison
1314 Indian Creek
DeSoto, Texas 75115

MUR 3951

Edward Carl Harrison

Friends of Ed Harrison

and Paul Johnson, as treasurer

E.C. Harrison Properties, Inc.
Dear Mr. Hamrison:

This letter is to confirm the Federal Election Commission's receipt of the proposed
conciliation agreement submitted on behalf of yourself, Friends of Ed Harrison and Paul
Johnson, as treasurer (“the Committee”™), and E.C. Harrison Properties, Inc. (“Harrison
Properties™) on October 17, 1996. on October 29, 1996,

the
Commission, on the same date, approved the enclosed proposed conciliation agreement, which
we submit for your signature.

please be advised that in the absence of your acceptance of the enclosed agreement within ten
days, the Commission has authorized this Office to institute a civil suit in the U.S. District Court.




P ,“—_,’_' c.
MUR 3951
Page Two

Should you have any questions, please coniact Lawrence L. Calvert Jr., the attorney
assigned to this matter, at (202) 219-3690.

Lawrence M. Noble
General Counsel
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WASHINGTON, D.C. 20463
January 23, 1997 m

The Commission /

Lawrence M. Noble,

Zal
General Counsel 7. J{J g‘) /}/L/

\/
Richard B. Bader p
Associate General Counsel

Stephen E. Hershkowitz g z {/
Assistant General Counsel

Holly J. Baker , | patt~
Attorney /I{‘? 7

January 17, 1997
RE: Proposed Settlement of MUR 3951 (Edward Carl Hamison, ¢t al )

Attached for the Commission’s consideration is a signed conciliation agreement in
proposed settlement of this matter. Attachment 1. For the reasons stated below, this Office
recommends that the Commission accept the proposed conciliation agreement and close the file.
Checks for the proposed civil penaity have been received.

Background

On October 29, 1996, the Commission approved a final offer in this matter and
authonzed civil suit if respondents did not sign and submit the conciliation agreement within ten
days of receipt.

Celebrating the Commussion s 20th Anneversary

YESTERDAY TODAY AND TOMORROW
DEDICATED TO KEEPING i’H( PUBLIC INFORMED




Mr. Hamson
previously submitted a check to the Commission for $17,500 and submitted another check for

$2,500 along with the signed agreement. Attachment 3.
RECOMMENDATIONS:

2. Close the file.

Attachments:

Copy of check dated January 4, 1997




In the Matter of

Edward Carl Harrison, et al.

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on January 28, 1997, the
Commission decided by a vote of 4-0 to take the following
actions in MUR 3951:

1< Accept the conciliation agreement and

appropriate letters, as recommended 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; Commissioner McDonald did not
cast a vote.

Attest:

rjorie W. Emmons
Secretary of the Commission

Received in the Secretariat: Thurs., Jan. 23, 1997 11:25 a.m.
Circulated to the Commission: Thurs., Jan. 23, 1997 4:00 p.m.
Deadline for vote: Tues., Jan. 28, 1997 4:00 p.m.
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FEDERAL ELECTION COMMISSION

WALHENCTON DC 2040}

February 4, 1997

Edward C. Hamson
1314 Indian Creck
DeSoto. TX 75115

MUR 3951

Edward Carl Hamison; Fnends of Ed Hamson
and Paul Johnson. as treasurer. E C. Hamson
Properties. Inc

Dear Mr Hamson

On Jamsan 29_1997_ the Federal | lection Commission accepted the signed conciliation
agrecemem and cnil penain submitted on vour behalf in settlement of a violation of US.C

33 434brand H1ba). provisiom of the Federal Flection Campaign Act of 1971, as amended
1"the Act”y  Accordemgh . the file has been closed in this matier

The confidentialns provisons at 2 U S C 8 437g1a ) 12) no longer apply and this matier
1> now public In addwmon. although the compicice file must be placed on the public record withun
30 davs. thrs could occur at am umc following cerufication of the Commussion's vote. If vou
wish io submst am factual or legal maienals 10 appear on the public record, please do so as soon
as posssbic  Whelc the file may be placed on the public record hefore recerving vour additional
macrials. am permussible submicaons will be added 10 the public record upon recerpt

Information dorived in connection with am conciliation attempt will not become public
without the wnticn consemt of the respondent and the Commission See 2 USC
:437gand4uB) The enclosed concihanon agreement. however. will become a part of the
public record

s Comn Asvrvey eraany
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Enclosed you will find 2 copy of the fully executed conciliation agreement for your files.

Enclosure
Concilation Agreement




Edward Carl Harrison

Friends of Ed Harrison
and Paul Johnson, as treasurer

G AW

E. C. Hamison Properties, Inc.

e i

CONCILIATION AGREEMENT
This matter was initiated by a signed, swom, and notarized complaint by Kenneth H.
Molberg. The Federal Election Commission ("Commission”) found probable cause to believe
that Edward Carl Harrison, E. C. Hamison Properties, Inc., and Friends of Ed Hasrison
(“Committee™) and Paul Johnson. as treasurer ("Respondents”), violated 2 US.C. § 441b(a).

The Commission also found probable cause to believe that the Committee and Psul Johnson, as
treasurer, violated 2 US.C. § 434(b).

NOW, THEREFORE, the Commission and the Respondents, having duly entered into
conciliation pursuant to 2 U.S.C. § 437g(aX4XAX1), do hereby agree as follows:

I.  The Commission has junsdiction over the Respondents and the subject matter of
this proceeding.
II. Respondents have had a reasonable opportunity to demonstrate that no action
should be taken in this matter
[II.  Respondents enter voluntanly into this agreement with the Commission.
IV. The pertinent facts in this matter are as follows:

1. Fnends of Ed Hamson 1s a political committee within the meaning of 2 US.C.
§ 431(4).

Z Paul Johnson is the treasurer of Fnends of Ed Hammison.
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3. E C. Hamisw Prepestics, Inc_ is a3 corporation organized under the laws of the
state of Texas.

4 Edwasd Carl Hamrison owns 100 pescent of the stock of E. C. Harrison Properties,
inc, and 1s an officer and divector of the corporation.

5. Edwasd Carl Harisom filed 2 Statement of Candidacy on May 19, 1993 asa
candidate for the U S. House of Represemtatives.

6 The Federal Election Campaign Act of 1971, as amended (the "Act™), prohibits any
corporation from makmg a comtribution m comncction with a federal election, or any candidate
or political commutice from knowmgly accepting any prohibited contribution, or any officer or
director of any corporathon from comseating 10 any profubiied contmbution. 2 US.C. § 441b(a).

7 Pursuant 0 2 US C § 431(8)A)1), the term "contnbution” includes, inter alig,
any loan or amvthing of value made bv amv person for the purposes of mfluencing any clection
for federal office

8  Any candsdase who recerves a loan for use in connection with his or her campaign
shall be consadered as having recerved the loan as an agent of Ius or ber authonzed committee.
2USC. §432(ex2)

9. Artcle 202(6) of the Texas Basiness Corporation Act grants to Texas corporations
the power ~|tjo lend moacy 10, and otherwise assist. fthe corporation’s] employees, officers, and
directors if such a loan or assistance reasomably may be expected to benefit, directly or
indirectly. the lending or assisting corporatsion ™ Hamisos comtends thai. as owner of 100 percent
of the shares of EC. Hamson Propertes. Inc . he was empowered by the corporation’s by-laws
to loan money from the corporate treasary 1o anmvone at his sole discrenon.

10.  On August 14. 1995. Edward Carl Hamson executed and signed a loan agreement
for $50.000 from E C Hamson Properties. Inc 10 Edward C. Hamison

11, On August 31, 1993, the candsdate, Edward Carl Hamson, executed loans to
Friends of Ed Hamson. then known as the Ed Hamson for Congress Campaugn. for $56,590.




12.  On September 14, 1993, Michael Neill, then treasurer of the Ed Harrison for
Congress Campaign, executed and signed a loan agreement for $50,000 from Edward Carl
Harrison to Ed Harrison for Congress Campaign.

13. Edward Carl Harrison was a candidate for the U.S. House of Representatives when
he received the loan from E. C. Harrison Properties, Inc. on August 14, 1993

14. Pursuant to 2 U.S.C. § 432(e)2), Edward Carl Harrison was an agent of Friends of
Ed Hamison for any loan he received during the pendency of his candidacy.

15. Fnends of Ed Hamison, then known as the Ed Harrison for Congress Campaign,
used the address of E. C. Harrison Properties, Inc. as its legal address and placed the
corporation’s mailing address and telephone number on campaign brochures and letterheads for a
limited period at the start of the 1994 campaign. 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. Hamison contends he took cormrective action immediately
upon discovering the error.

16. The Act requires each treasurer of a political committee to file periodic reports of

the committee’s receipts and disbursements. 2 U.S.C. § 434(a). Each report must include, inter
alia, the total amount of all loans made or guaranteed by the candidate and all other loans,
calculated both for the reporting period and for the calendar year. 2 U.S.C. §§ 434(b)}2)G) and
(H). Each report must also include the identification of each person who makes a loan to the

reporting committee 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 identification of
each person who receives a loan repayment from the reporting committee during the reporting
period, together with the date and amount of each loan repayment. 2 U.S.C. §§ 434(b)3XE) and
(5XD). Each report must also include the amount and nature of outstanding debts and
obligations owed by the committee. 2 US.C. § 434(bX8). All debts must be continually
reported until extinguished. 11 CF.R. § 104.11(a).




- 3
Sy

failed to report one loan of $1,900 as a receipt on its Schedule A to the 1993 Mid-Year Report.
The loan was, however, reported on Schedule C of that report; all information required to be
feported on Schedule C about the loan was so reported. Ed Harrison for Congress Campaign
filed an amendment to the 1993 Mid-Year Report dated March 30, 1994, correcting the failure to
report the loan on Schedule A. The amendment was filed after the Ed Harrison for Congress
Campaign received a Request for Additional Information from the Commission regarding
reporting of the same loan on the 1993 Year End Report.

18. Friends of Ed Harrison, then known as the Ed Hamrison for Congress Campaign,
failed to report the loan of $1,900 as outstanding or repaid on its 1993 Year End Report. Ed
Harrison for Congress Campaign filed an amendment to the 1993 Year End Report dated March
30, 1994 that reported the loan as outstanding. The amendment was filed after the Ed Hamison
for Congress Campaign received a Request for Additional Information from the Commission
regarding this omission.

19. Friends of Ed Harrison, then known as the Ed Harrison for Congress Campaign,
failed to file a Schedule C to its 1994 12-Day Pre-Primary Report, and it did not report on cither
Schedule C or Schedule D total debts of $110,470. .

V. 1. E.C. Harmrison Properties, Inc. loaned $50,000 to its sole stockholder, Edward C.
Harrison, who in turn loaned the money to Friends of Ed Harrison, then known as the Ed
Harrison for Congress Campaign. E.C. Harrison Properties, Inc. violated 2 U.S.C. § 441b(a) by
making the loan to Harrison at a time when he was acting as an agent of his campaign; Harrison
violated 2 U.S.C. § 441b(a) in his capacity as an officer and director of E.C. Hamison Properties,
Inc. by approving the loan and in his capacity as candidate and agent of his campaign by
accepting it; and Friends of Ed Harrison, then known as the Ed Harrison for Congress Campaign,
and its treasurer violated 2 U.S.C. § 441b(a) when its agent, Harrison, accepted the loan.
Harrison disclosed the existence of both the loan received from E.C. Harrison Properties, Inc.
and the loan made to his campaign on his personal financial disclosure statement required by the




Bihics In Govermsent Act, S US.C. app. 6 § 101 ¢t 3oq . and contends fhit the loans wers made
at a fair market rate of interest. Respondents contend that the violations were not knowing and
willful.

2. Friends of Ed Harrison, then known as Ed Harrison for Congress Campaign, and its
treasurer used the address and telephone number of E. C. Harrison Properties, Inc. as their own
for a limited period at the start of the 1994 campaign, in violation of 2 US.C. § 441b(a).
Hamson notified the Commission of these facts prior to any action by the Commission.
Respondents contend that the violation was not knowing and willful.

3. Fnends of Ed Harmson, then known as Ed Harrison for Congress Campaign, and its
treasurer, did not report loans on cach applicable schedule of its original 1993 Mid-Year, 1993
Year End, and 1994 Pre-Pnimary Reports, in violation of 2 U.S.C. § 434(b). Ed Hamrison for
Congress Campaign and its treasurer filed corrective amendments after receiving a Request for
Additional Information from the Commission regarding the 1993 Year End Report.
Respondents contend that the violation was not knowing and willful.

VL. Respondents will pay a civil penalty to the Federal Election Commission in the
amount of twenty thousand dollars ($20,000), pursuant to 2 U.S.C. § 437g(a)}5)A).

VII. The Commission, on request of anyone filing a complaint under 2 US.C.

§ 437g{a)X 1 ) concerning the matters at issue herein or on its own motion, may review

compliance with this agreement. If the Commission believes that this agreement or any
requirement thereof has been violated, it may institute a civil action for relief in the United

States Distnict Court for the Dastrict of Columbia.
VIII. This agreement shall become effective as of the date that all parties hereto have
executed same and the Commission has approved the entire agreement.
[X. Respondents shall have no more than 30 days from the date this agreement becomes
effective to comply with and implement the requirement contained in this agreement and to so

notify the Commission.
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FOR THE COMMISSION:

Lawrence M. Noble
General Counsel

Counsel

FOR THE RESPONDENTS:




FRIENDS OF E™ HARRI®SNN
i PO Box 38168
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FEDERAL ELECTION COMMISSION
WASHINGTON. DC. 20463

February 6, 1997

RETURN RECEIPT REQUESTED

Ms. Judith L. Corley, Esq.
Perkins Coie

607 Fourteenth Street, N.W.
Washington, D.C. 20005

MUR 3951

Edward C. Harrison

Friends of Ed Harrison and
Paul Johnson, as treasurer

E.C. Harrison Properties, Inc.

Dear Ms. Corley:

This is in reference to the complaint your client, Kenneth Molberg, filed with the Federal
Election Commission on March 23, 1994, concerning Edward C. Harrison, Friends of Ed
Harrison (then known as Ed Harrison for Congress Committee) and its treasurer, and E.C.
Harrison Properties, Inc.

After conducting an investigation in this matter, the Commission found that there was
probable cause to believe that Friends of Ed Harrison and Paul Johnson, as treasurer (“the
Committee™) violated 2 U.S.C. §§ 434(b) and 441b(a), provisions of the Federal Election
Campaign Act of 1971, as amended, and that E.C. Harrison Properties, Inc. and Edward Carl
Harrison violated 2 U.S.C. § 441b(a). On January 28, 1997, a conciliation agreement signed on
behalf of the respondents was accepted by the Commission, thereby concluding the matter.
Accordingly, the Commission closed the file in this matter on February 4, 1997. A copy of this
agreement is enclosed for your information.




Judith L. Corley, Esq.
MUR 3951

Page 2

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