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B. Apparent Prohibited Contributions 4
Sections 110.10(a) and (b) of Title 11 of the Code of

Pederal ions state, in part, that candidates for Federal
office may make unlimited expenditures from personal funds.
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For purposes of this section, boiiml. tuuh

assets which, under applicable state law, at the tiun

became a candidate, candidate had legal right

or control over, and with to which the candidate hi
either legal and rightful ti ' - sal
and other earned income from bon- fide leIG,IIHt: dividends
proceeds from the sale of candidate’s stocks or other ey, ¥
investments; bequests to the candidate; income from trusts
established before candidacy; income from trusts established by
beguest after candidacy of which the candidate is the
beneficiary; gifts of a personal nature which had been
customarily received prior to candidacy; proceeds from lotteries
and similar legal games of chance.

Sections 441b(a) and (b)(2) of Title 2 of the United
States Code state, in part, that it is unlawful for any national
bank, or any corporation organized by authority of any law of
Congress, to make a contribution or expenditure in connection
with any election to any political office, or in comnection with

any primary election or political convention or caucus held to
select candidates for any political office.

For purposes of this section, the term "contribution
or expenditure” shall include any direct or indirect payment,
distribution, loan, advance, deposit or gift of money, or any
services, or anything of value (except a loan of
national or State bank made in accordance with the lpplicublo
banking laws and regulations and in the ordinary course of
business) to any candidate, campaign committee, or political
party or organization, in connection with any election.

Section 44la(a)(1)(A) of Title 2 of the United m
Code states that no person shall make contributions to any
candidate and his authorized political committees with _
to any election for Federal office which, in the aggregate,
exceed $1,000.

Section 100.7(a)(1) of Title 11 of the Code of !adllll
Regulations, states in relevant part that the term loan includes
a guarantee, endorsement, and any other form of security.

A loan which exceeds the contribution limitations of 2
U.S.C. 441(a) and 11 CFR part 110 shall be unlawful whether or
not it is repaid. A loan is a contribution at the time it is
made and is a contribution to the extent that it remains unpaid.

Further, a loan is a contribution by each endorser or
guarantor. Each endorser or guarantor shall be deemed to have
contributed that portion of the total amount of the loan for
which he or she agreed to be liable in a written agreement.
However, a candidate may obtain a loan on which his or her
spouse’'s signature is required when jointly owned assets are
used as collateral or security for the loan. The spouse shall




not be considered a contributor to the candidate’'s campaign
the value of the candidate’'s share of the property used as. .
collateral equals or exceeds the amount of the loan which %
used in the candidate’s campaign. 2

Background

The Candidate contributed/loaned the campaign a total of
$3,001,121. As a result, the auditors made an ingu
concerning the Candidate’s financial status. This inguiry was
also prompted by an October 1991 personal financial statement
which shows the Candidate’s net worth at $8,622,000 of which
only $17,000 was liquid. The majority of the Candidate’'s assets
were in "Non-Marketable Restricted Securities”, $8,000,000. The
explanatory note on the financial statement explains that this
represents 20,044 shares of Franklin International Institute,
Inc.l/ (Pranklin) at $400 per share. The Candidate’s
contributions revolve around this stock and the Candidate's
involvement in this corporation.

According to a June 2, 1992 stock prospectus, Franklin was
incorporated in December of 1983. From September 1987 through
June 2, 1992 Franklin operated as a Subchapter S Corporation.
After that date Franklin discontinued its Subchapter £ status
and at the same time offered stock for public sale. The
associated stock prospectus notes that "[h]istorically, the

Company has never declared or paid any cash dividends on the
Common Stock other than distributions made to shareholders to
cover their individual liability for payment of income taxes
occurring as a result of the Company’s status as an S
Corporation or in connection with the capitalization of
affiliated companies."2/ According to the prospectus as of Ii!
26, 1992 Franklin had 29 stockholders. The Candidate owned
11.37% of Franklin’s stock on June 2, 1992.

Also according to the June 2, 1992 stock prospectus,
"Robert F. Bennett has been a director of the Company since
October 1984, and served as Chairman of the Board from December
1984 to December 1986." “"From November 1990 to April 1991, Nr.
Bennett was Vice Chairman of the Company. Mr. Bennett was
President of the Company from October 1984 to January 1991 and
served as Chief Executive Officer of the Company from December
1986 to April 1991." According to a June 23, 1993, stock
prospectus Senator Bennett remained on the Board of Directors
and was on the Compcasation Committee. His then current term
was due to expire at the 1993 annual meeting.

In April of 1992 Franklin International Institute, Ine.
changed its name to Franklin Quest,Inc.

Similar statements are included in a second prospectus
dated June 23, 1993.




Candidate’s Consulting Fees from Franklin Quest Co.

Senator Bennett left Franklin and established a cu!ll&iﬁlIF{
firm. In response to an inguiry about the circumstances = F
surrounding Senator Bennett's departure from Franklin, th.*ﬁ
Committee states that "The Senator left Franklin to pursue '
consulting opportnnxtxea, with new clients and former clients of
Franklin Quest." Also the General Counsel of Franklin provided
an affidavit that states:

"In or about April 1991, Franklin and Mr. Bennett began
developing a business plan for starting up a new division
of Franklin to be known as the ’‘Franklin Consulting Group.’
In April 1991, Mr. Bennett resigned his offices of Vice
Chairman and Chief Executive Officer consistent with his
decision to create and lead the consulting group.

"The Franklin Consulting Group was to be an independent
profit center for Franklin and was to be led by Mr. Bemmett
for the purpose of providing ‘value-added’ consulting to
the corporate accounts and customers of Franklin, as well
as providing consulting services to Franklin.

"On further analysis by Franklin and Mr. Bennett, it became
apparent that the activities of any internal consult

group would create an unacceptable level of liability for
Franklin.

“Accordingly, Mr. Bennett and Franklin agreed that
‘outside’ consulting group would be formed by Mr.

which consulting group would provide consulting services &o
Franklin as well as other clients.

"R. F. Bennett Associates, Inc., a Utah corporation with
Mr. Bennett as its sole shareholder, was formed for the
purposes originally conceived by Franklin and Mr. Benmett.
Additionally, Franklin understood that Mr. Bennett would,
in his discretion, be at liberty to conduct consulting
activities with parties other than Franklin and/or its
customers and clients.

"Through R. F. Bennett Associates, Inc., Franklin continued
to retain the business expertise and consulting services of
Mr. Bennett."

Included in the materials submitted is a copy of an
agreement between Franklin and Senator Bennett, dated July 1},
1991 but unsigned3/. The agreement states in part:

3/ According to Franklin‘'s General Counsel neither this
agreement nor any follow-up agreement was signed by either
Franklin or Senator Bennett, but the unsigned agreemeant




"We have attempted to reflect in our decisions and
conclusions the deep affection we have for el o
while reaching such conclusions as we have deemed
necessary and appropriate to protect both parti
to this transaction, eliminate any ambiguity oF
misunderstandings with respect to the future and
facilitate a smooth transition into the next ai
of our relationship."

"We initially announced to the world that Bob
Bennett would be forming ‘Franklin Consulting
Group’, which would be an affiliated company of
Franklin International Institute, Inc.
Subsegquently, however, the structure, organization
and ownership of that entity has evolved to the
point that Franklin will have no ownership,
control, direction or management of the new .ltlﬂr.
Consequently, the new consulting firm should not

use the Franklin name or logo. We are aware that
you have already procured stationary and business
cards reflecting the name ’‘Franklin Consulting
Group.’ All such business cards and stationary
should be discarded. We strongly recommend that
Yyou name your new company ‘Bennett Consulting
Group’ or ‘Robert F. Bennett and Associates,
Consultants’ or such other title that incorporates
your name. "

829 3C

The agreement does not specify the financial
between the comsulting firm and Franklin. The stock
notes that a retainer of $43,750 per month was paid |
July of 1991 and ending in June of 1992. The consul
agreement states that in consideration of the T
Consulting agrees to be available, on an as-needed ba
times mutually acceptable to both parties, to ¢ tw
senior management of Franklin. You have agreed to p

certain specific consulting services as outlined in
25, 1991, memorandum. "
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The agreement goes on to provide for Senator Bemmett to use
Franklin staff to service third party clients on a reimbvrsable
basis and contrary to provisions of a stock "Buy/Sell
Agreement"4/, not to require that Senator Bennett sell his stock

(Footnote 3 continued from previous page)

accurately reflects the terms of the agreement Ul&ﬂi‘titﬁ
parties duly performed.

Corporations may place restrictions on the ::-n.tc:nbtltqy
of stock under Utah law in order to maintain the the
corporation’s status when it is dependent on the HumE



ug nployn of Franklin.®
h..lnaqui 1i " in

m“y
business.

The Committee provided a )
memorandum referenced in the uns agreement. Th
memorandum states that a portion of the budget of ¢ ;
Consulting Group would be translated into a m to be paid
monthly. The memorandum lays out a number of projects to , s
undertaken for Franklin as follows:

* Opening new consulting opportunities with rrlnklh'i' g2
knowledge and approval.

° A complete market survey and feasibility

retail market for Pranklin products to include

costs, difficulties and timetables, with no

without Pranklin’s direction.

®* Consulting with Franklin officers and employees as uhd.

° A rewriting of the ‘control book’, to make it more usable
in the Stress Seminar Kit.

° An examination of various new product possibilities.

® Such other assignments as are given from time to th.-

(Footnote 4 continued from previous page)

identity of its share holders; to preserve entit
M~ benefits, or exemptions under federal, state, or
or, for any other reasonable purpose. Such r ric
may require a shareholder to offer stock ﬂz‘t ﬁ
corporation or other persons; may C
or other persons to acquire the stock; ny
corporatinn or other persons to approve the stock
may prohibit the transfer of stock to designated p
groups of persons; or, may include other restrig
Code Ann. §16-10a-627(1993)). Franklin was at th

limited to 35 shareholders all of who were
individuais, estates, or certain trusts (26 u.s.C.
§1361(b)). Generally, a Buy-and-Sell Agreement cCOm
shareholder to sell his shares to the corporation of _
other shareholders at the price stated in the agreament.
It also obligates the corporation or the other rehold
to buy the selling shareholder’s shares at that “z:
1]

Business Law and the %liﬁ m%@
I : S tion




Also, the memorandum notes that Senator Bennett would
remain on the Franklin Board and would continue his dutl.l_
Franklin‘’'s Japanese subsidiary until a desi was selecte
Finally, Senator Bennett notes that he had located offi
and would be prepared to vacate his space as of July 1, 1

No information is available to establish which, if l.&;,.
the projects discussed in the June 25, 1991 memorandum were
accomplished and what if any other projects were undertaken.

A review of the R. F. Bennett Associates records r-v-llod
that the consulting firm apparently had no other paying clients.
The consulting firm’s bank account was opened on July 17, 1931,_:
little more than seven weeks before the Committee account$/, with
the first consulting payment. Thereafter there were only tlv!
deposits that were not Franklin consulting payments. All of
these deposits were transfers from Senator Bennett's personal
account.

The consulting firm’s disbursement records indicated that,
other than the Candidate, the firm had only one regular
employee. In addition, one other individual received three
monthly payments of $1,500 each. It is also noted that in April
of 1992, the Senator’s personal tax liabilities were apparently
paid from the consulting firm‘’s account.
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A review of the records available for the Candidate
indicated that for the latter part of 1991 and until the sale of
some of his Franklin stock in June of 1992 the majority of the
Candidate’s income came either from Franklin in the form of
earnings distributions to cover his tax liability for his -Iln.
of the corporation’s income, or the consulting firm which in
turn received its revenue from Franklin in the form of :
consulting payments.

/
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During the fall of 1991 and January of 1992 there is a ¢
direct correlation between consulting payments to the con'nltill
firm and some of the Candidate’s contributions/loans to the
campaign. Of the $38,000 contributed by the Candidate in 1991
$35,000 came directly from the consulting firm account which was
at the time funded by the consulting payments. The consulting
firm was incorporated on January 8, 1992 and after that date
funds were transferred to the Candidate and his spouse’'s joint
checking account and then to the campaign. As discussed below,

Grv:

The Committee filed FEC Forms 1 and 2 dated September 30,
1991, and opened its bank account with a deposit on
September 6, 1991.




; u. 1nzmtre-thmltmm~ -
""" "were deposited into the consulting firm’s account, rans. '

o » Candidate and his -pouulpnrmlm' and.
MM"’“ to the campaign.6/ ‘

the Interim Audit Report it was stated th.tp
of the Audit staff, the following factors
: the consulting payments from Pranklin may not
, and other earnings from bonafide employment
Dr 21 CFR 110.10 (b){(2) to be considered personal funds
Candidate and are therefore prohibited corporate contrm
to the Candidate’'s campaign from Franklin:

(1) The timing of the Candidate’s departure from ;
Franklin, the creation of the consulting firm and
the beginning of the campaign;

(2) the apparently less than arms length nature of the .
agreement between the consulting firm and Franklin,
including the original intent that the consulting
firm be a division of Franklin; the lack of
employees and clients of the consulting firm; the
Candidate’s lack of other income during the early
part of the campaign; a statement by the Treasurer
that he believed that the consulting contract was

part of a "golden parachute” that the Candidate got
upon his departure from Franklin;

the Candidate’s continued presence on the ?rnku.n
Board of Directors;

the lack of information comcerning the Candidéte’s
departure from Franklin after such a long, and
according to the stock prospectus, successful
relationship with the company.

Contributions and loans totaling nearly $1.1 million were
drawn on this joint account. Utah law provides that

joint account belongs to "the parties in proportiom the
net contributions by each to the sums on deposit” Code
Ann. § 75-6-103(1) (1993). This is the presumed of
ownership unless there is clear and convincing of
a different intent. Id. At this time, there is evidence
that the Candidate and his spouse intended to dai the
assets of this joint account by any manner other thas the
net contributions method. An analysis of deposits into
this account shows that with minor exception, the funds
deposited were those of the Candidate. Therefore, pursuant
to the net contributions method of dividing the

of the account, none of the contributions are attr:l.m to
Joyce M. Bennett.
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multlnq payments ukod the Committee to mm docvy

explanations thbat sstablish that the

* An explanation of the circumstances surrounding lcntur
Bennett’'s departure from Franklin;

® Lists of other clients of R. F. Bannett Associates, Inc.
during the period July 1991 to December 1992;

°* Information concerning attempts to obtain other clients;

® Descriptions of similar contracts that Franklin entered
into with other consultants to include an explanation of
the work to be performed;

* Descriptions of work performed by R. F. Bennett
Associates, Inc. for Franklin including which of the
projects listed in the June 25, 1991 memorandum were
undertaken, as well as any other projects undertaken, the
approximate number of hours devoted to each and copies of
any reports or memoranda produced; and

* Any other information that the Committee believes is
relevant to establishing that the contract and retainer
represented compensation in consideration of services, the
amount of the compensation did not exceed the amount that
would be paid to a similarly gualified person, and the
employment. was genuinely independent of the candidacy (See
Advisory Opinion 1979-74).

The Response provides some additional background on
Franklin and Semator Bennett’'s departure. The Committee
explains that Sanator Bennett and four other individuals
co-founded Franklin in 1984 and that under Senator Bennett’s
leadership Franklin grew from a start up company to a company
with $104 million in sales in 1991. The Committee also notes
that by 1991 Pranklin was considering various expansion options
and going public.

The Committee goes on to explain that:

“This dramatic growth in seven short years created
management tensions -- a common business occurrence -- that
were noticeable in the company as early as 1989 and which
came to a head in late 1990. 1In July 1989, Arlen Crouch
was hired as Franklin’s Chief Operating Officer and
Executive Vice President. Mr. Crouch was experienced in
taking private companies public and Franklin needed Mr.
Crouch’'s expertise because Franklin was considering that

option. Several of the company’'s founders began to %
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example, left in 1990)

gement responsibilities within the

the value of their stock increased to the e
dollars." LI

The Committee explains that Senator Bemmett and Mr. Crouch
did not always agree on various aspects of the Franklin’s
management and future, and that by late 1990 it was mutually
agreed that Mr. Crouch should direct Franklin’s affairs.
According to the Committee’s response, management control was
amicably passed to Mr. Crouch in January of 1991.

The Response also explains the chain of events s
the creation of R.F. Bennett Associates, Inc. The explanation
mirrors the earlier explanation described above but adds that it
was anticipated that for the first year Franklin would consume
the majority of the consulting firm’s time. Redacted copies of
the minutes of Franklin board meetings and a press release were
provided in support of the explanation. No additiomal
information is provided concerning the decision to have the
consulting firm operate as an independent company rather than a
division of Pranklin.

With respect to Senator Bennett’s departure from Franklin
to establish the R.F. Bennett and Associates, Inc., the
Committee states:

"Mr. Bennett’'s departure was a major event at
Franklin, for Mr. Bennett was an original founder of the
company and former President and Chief Executive Officer
for seven years. Although he would remain, and to this day
remains, on the Board of Directors, Franklin wanted to
ensure his availability to consult on important corporate
matters, especially since he had such s through knowledge
of the company. At the same time, Franklin wanted to
ensure that Mr. Bemnett would not compete directly with the
company in his new comsulting endeavors. Franklin also
wanted to compensate Mr. Bennett for seven years of
successful leadership and management. Accordingly,
Franklin retained Mr. Bennett to consult with the c
on an as-needed basis from July 1991 to June 1992."

With respect to the amount of the consulting fee ($43,750
per month), the Coomittee states that sum was determined by
adding Senator Bennett and his secretary’s annual salaries, the
associated taxes and benefits, Senator Bennett’'s car allowance,
and figures for yearly rent, office supplies and telephone. To
this total was added Senator Bennett’'s estimated bonus due for
1991. This total was then divided by 12 to reach the monthly
consulting fee. The estimated 1991 bonus amount accounted for
more than 50% of the total.

- e
AT B e



o Wte-paontomumt -rnnkn.n'.
with Mr. Bennett was consistent with Franklin‘s star

puzin dealing ﬂﬂg

: m.ua did not h-sitnt.. to d.‘llClOl. i.t.l com!t.hr‘
arrangements with Mr. Winwood and Mr. Bennett in its June 2,
1992 Prospectus...” The Committee provides the names and copies
of agreements for three other individuals as examples.

With nnb&ct to services provided to Franklin under the
consulting agreement the Committee states that:

"In the months following Mr. Bennett'’'s departure,
Franklin's officers indeed called upon Mr. Bennett’s
expertise and counsel many times for important w
decisions. For example, in the Fall of 1991, Mr.

was very involved in assessing the company’s optim
regarding going public or remaining a private cm He
met with representatives of an investment c

evaluated their proposals for investing in l"n.nkli.n. He
presented their proposals to Franklin management and made
important recommendations to management regarding its
decision to go public and its options to adopt an

Stock Ownership Plan or be acquired. Once Franklin decided
to go public, Mr. Bennett often consulted with Pranklin
officers regarding management decisions ranging from the
important, such as investment options targeted by Franklin,
to the mundane, such as management tensions and
intra-company relationships. Mr. Bennett spent .
considerable time assisting with operatioms in ‘and
helping Franklin with a troublesome licensee in

country. He assisted in winding down the Franklin m
division. He also worked on new curriculum with Franklin‘s
research and development team in a consulting capacity.
Pranklin deemed all of these services as essential
consulting services in fulfillment of Mr. Bennett’'s
consulting agreement and more”

6
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The Committee represents that Franklin required less from
other departing officers than was required from Senator Bennett.

The Committee explains that Senator Bennett pursued other
clients independent of the consulting agreement with Franklin.
Two are mentioned in particular, one being Senator Bemnett's
accountant and the other being a bank. However, the bank is
also mentioned as a potential client in the June 25, 1991
memorandum discussed above and would appear to predate the
establishment of R.F. Bennett and Associates, Inc. The
Committee states that after he bacame a Senate candidate,
Senator Bennett decided not to pursue these relationships.




With respect to work performed under the consulting
contract, the Committee lists a number of items that appear to
fall under the heading " Consulting with Franklin officers and.
employees as asked" in the June 25, 1991 memorandum. The = ' =
Committee also notes work with Franklin’s operation in i
that is also menticned in the June 25, 1991 memorandum. It 3
appears that the other specific projects enumerated in the :
memorandum were not undertaken. The documentation of the hours
devoted and copies of work products requested in the Interim
Audit Report are not provided.

The copies of contracts with other departing Franklin
executives are varied in their provisions. The first provides
for a $32,000 per month payment for 60 months. No mentiomn is
made of any annual bonus in the contract. Rather, a sum is paid
for writing services to be performed over the life of the
contract to include curricula and book manuscripts, a sum is
paid for general consulting, a sum is paid for the settlement of
propriety interests in Franklin tangible and intangible
products, and the largest single sum is paid for a 10 year non
competition agreement. This contract was signed by all parties
in September of 1990 and, according to the 1993 stock
prospectus, terminated with a $300,000 lump sum payment in April
of 1992.

The second example submitted calls for the payment of

$100,000 over 12 months and 75% of the discretionary bonus to be
paid at the time when all such bonuses were paid. The 1993
stock prospectus refers to this agreement as a severance
payment. No mention is made of any services to be provided in
return for the payments. The documentation provided is in the
form of a signed letter from Franklin’s President. No agreement
signed by the recipient is included.

The third example, dated May 17, 1994, provides for
$100,000 to be paid over one year and 50% of the annual
discretionary bonus. The agreement states that the individual
"agreed to remain employed as a consultant and
merger/acquisition specialist, with responsibility to assist the
Executive Committee in reviewing and processing potential
acquisitions."” Further, the agreement includes a three year
non-disclosure and non-competition clause. The agreement is
signed by both the employee and Franklin’s General Counsel.

The Committee concludes by stating that "[t]he bottom line
is that the consulting payments served legitimate corporate
purposes and were consistent with Franklin‘s standing policy of
retaining the counsel of company founders and key officers after
their departure."” It is also noted that the consulting
arrangement was part of Senator Bennett’s evolving separation
from Franklin and that "[t)hese business events and arrangements




were totally uncomnected to the 1992 campaign for Utah §

a seat which was not open until May 28, 1991, when former
Senator Jake Garn unexpectedly announced his intention not aia
seek reelection.” :

The Committee’s Response provides additional backgtolni on
Senator Bemnett’s departure from Franklin, but does not provide
any supporting documentation. Documentation is provided that
establishes that the consulting business was originally intended
to be a division of Franklin and that it was subsequently
determined that a separate entity was preferred. The Response
confirms that R.F. Bennett and Associates had no clients other
than Franklin. Two potential clients are mentioned, a bank that
according to the documentation had been contacted while the
consulting operation was still part of Franklin and Senator
Bennett’s accountant. The Committee suggests that others were
contacted but provides no specifics or documentation. When the
Senator Bennett became a candidate shortly after establishing
the consulting firm none of these prospects were pursued.

The examples of other agreements provided are
significantly different than the contract with R.F. Bennett and
Associates. None provide for the payment of the full
discretionary bonus, and the two that mention the bonus pay it
at the time other recipients are paid. Two of the three contain
non-competition clauses while Senator Bennett’s does not. The
third is described as a severance payment. One of the contracts
includes a significant sum for the purchase of the individuals
proprietary interests in Franklin’s products unlike the
agreement with Senator Bennett. All of the agreements submitted
with the Committee’s response are signed by a Franklin
representative and, except for the agreement described as
"severance” in the 1993 stock prospectus, each is signed by the
recipient as well. HNone of the documents surrounding the
agreement with Senator Bennett are signed by either party.
Finally, although the Committee states that Senator Bennett’s
departure from Franklin was not related to his candidacy, but
rather the opposite, it is noted that the Committee states that
former Semator Garn announced his intention not to seek
reelection on May 28, 19917/. Senator Bennett's memorandum
outlining the services to be provided came nearly a month later.
The unsigned agreement is dated July 1, 1991 and notes that
Senator Bennett was prepared to leave Franklin on that day.

The Committee’s Response has not established that the
consulting retainer paid to R.F. Bennett Associates represents
salary or other earned income from bona fide employment and was
independent of Senator Bennett’s candidacy.

1/ Franklin’s June, 1993 stock prospectus notes that former

Senator Garn joined Franklin‘’s Board of Director’s in
January of 1993.
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Consulting Fee Advance

Also related to the consulting agreement with Franklin is a
deposit into the consulting firm bank account on January 30;
1992. The regular deposit of $43,750 was made on January J1st.
The deposit on the 30th was in the amount of $131,250 or 3 x
$43,750. This apparently represents a three-month advance on
the consulting retainer from Franklin given that the next
$43,750 deposit does not occur until three and a half months
later. On the same day of the deposit, January 30, 1992, a
$90,000 check was written from the consulting firm account to
the Candidate’s personal account. Also on this date, the
Candidate wrote an $80,000 check to the campaign from his
personal account. Thus, it appears that the advance was used,
in part, to fund the campaign and constitutes a prohibited
advance from Franklin within the meaning of 2 U.S.C. 441b(b)(2).
In a response to an inquiry about this transaction the Committee
states that "[t]he advance of $131,250 which represented one
guarter of consulting fees was advanced to Robert Bennett
because the stock offering was delayed from January until June.
Since it was delayed, both parties agreed to pay the consulting
agreement in quarterly installments rather than monthly
installments."

The Interim Audit Report recommended that the Committee
demonstrate that the consulting fee advance did not constitute,
in part, a prohibited contribution. The Committee was asked to
provide any written agreements with respect to the advance, and
explanations of the circumstances surrounding the advance from
both the Candidate and Franklin.

In its Response, the Committee argues that the payment of
$131,250 represented funds that the Candidate had earned up to
that point. The Committee contends that the entire 1991 annual
bonus of approximately $275,000 had been earned by year end 1991
along with seven months of consulting fees. The total of these
was approximately the amount that was paid up to and including
the $131,250 payment on January 30, 1992. The Committee goes on
to state that the consulting agreement permitted the lump sum
payment and that Franklin could have paid the entire amount as
severance in July of 1991. Finally the Committee points to
another agreement that was settled for a lump sum payment and
concludes that the $131,250 payment °"was paid in the ordinary
course of Franklin’'s business, was driven by financial and
business events completely independent of Mr. Bennett'’s
candidacy, was consistent with Franklin’s prior business
dealings with consultants, and simply made him whole on bonus
payments and consulting fees he had already earned."

The Committee’'s Response is flawed in a number of respects.
First, although the unsigned consulting agreement does not
prohibit the advance payment, neither does it envision it. The
agreement simply states that "Franklin agrees to pay Bennett
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Consulting & retainer in the amount of § per a
period of one year commencing July 1, 1951, and anding June 30,,
1992." Nothing in the agreement contemplates an advance 3
payment. Second, the contention that the entire amount

have been paid as a severance plz-.nt may be accurate,

the agreement reached did not call for a lump sum payment.
Though the agreement is unsigned, the flow of payments up until
January 30, 1992, indicates that at least with respect to the
payments, it was being followed. Third, assuming that the
agreement as submitted is accurate, the Candidate had not
"earned” the full amount of the bonus at January 30, 1992. The
amount of the bonus and other fees were to be paid monthly
regardless of the derivation of the amount. Fourth, the other
consulting agreement cited by the Committee that was settled for
a lump sum payment was not equivalent to the situation with
Senator Bennett. That contract is discussed in the Franklin
stock prospectus. According to the prospectus if the contract
had run to the end of its 5 year term, Franklin would have
expended approximately $1.3 million. The $§300,000 lump sum
payment appears to have saved Franklin $1 million over the
remaining life of the contract. In the Candidate’s case, at the
end of the 3 months covered by the advance, Franklin resumed the
monthly payments. Finally the Conmittee has not demonstrated
any "financial and business events" that make the advance
advantageous to Franklin.

Corporate Stock Repurchase Agreement Used to Guarantee a Bank
Loan

The Candidate obtained a $385,000 line of credit at the
First National Bank of Layton in his name. This line of credit
was used by the Candidate (apparently to repay a personal
obligation to Franklin) and by the campaign. It appears that
Franklin was a guarantor on this loan. The Committee made 9
draws totaling $200,221.

The stock prospectus discloses that "[i]n connection with
bank loans obtained by Messrs. Robert F. Bennett ($385,000),
Robert G. Pederson ($150,000) and Gregory L. Fullerton ($60,000)
in February 1992, the Company agreed, in the event of default,
to redeem part or all of the shares of the Company’s Common
Stock pledged by each borrower as collateral for the loans at
the then fair market value of the shares. No such default has
occurred. Messrs. Bennett, Pederson and Fullerton pledged
554,400, 45,000 and 86,400 shares respectively."8/

In comparing the number of shares owned versus the number
pledged, it must be considered that in April of 1992 the
Board of Directors of Franklin approved a 90 to 1 stock
split. The number of shares discussed in the stock
prospectus gives retroactive effect to the split.
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| ’rouch, to Layton Bank describes the repurchase agreemen ?\0

agreement states that: N

“Franklin agrees that in the eveant of Iir“
borrower’s default in any loan obligation to the
Bank that is secured by Franklin stock, Franklin
will honor the Bank’s reguest to redeem part or all
of the pledged stock at the stock’s then current
fair market value as determined by generally
accepted closely held corporation valuation
principles, applying such reasonable discounts,
including the minority shareholder discount and the
lack of marketability discount, as appropriate or
at the public market price (if applicable), but not
less than $500 per share.

The foregoing commitment is conditioned on
the Bank'’s securing from each borrower an agreement
to allow the Bank to convey and transfer to
Franklin all right, title and interest in and to
the stock purchased by Franklin pursuant to the
terms of this letter. This latter provision must
be made part of the loan agreement with each
borrower such that each borrower consents to the
termination and transfer of his interest in the
stock upon the Bank’s exercise of its right to have
the stock redeemed under the terms of this letter.”

The Interim Audit Report noted that the repurchase
agreement was apparently necessary due to the lack of the
marketability of the pledged stock, Franklin’'s Subch:gb.r s
status, and the Buy-and_Sell Agreement associated with Senator
Bennett’'s stock (Footnote 4 above). As a Subchapter S
Corporation, Franklin was limited to 35 stockholders all of
which are required to be either individuals, estates or certain
trusts (26 U.S.C. §1361(b)). Therefore, it appears that the use
of the stock as collateral for the loan, absent the
agreement, may have violated the terms of the Subchapter S
election and the Buy-and-Sell Agreement. Also, the prospectus
states several times that, prior to the public offering in June
of 1992, there had been no public market for the stock. This
conforms to the notes to the October 1991 personal financial
statement regarding the method of valuation of the stock.

Therefore, the Interim Audit Report concluded thz: the
repurchase agreement constitutes a loan guarantee by Franklin
and, as such, a prohibited contribution from a corporation in
the amount of the campaign draws on the line of credit,
$200,221.
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The Interim Audit Report recommendation asked the C <
to demonstrate that the stock repurchase agreement ptovld.l by
Franklin in commection to the line of credit did not i ute
a contribution by Pranklin in the amount of the
draws on the linme of credit totaling $200,221. 4
was also asked to provide information and docu-ntntiun how
the terms of the Buy-and-Sell Agreement associated with the
Candidate’s stock at the time of the loan and any other
restrictions on the transfer of the stock; documentation
generated or relied on by the First National Bank of Laytonm,
Franklin, or the Candidate in evaluating the stock used as
collateral for the line of credit and how that documentation was
used; and, correspondence and other documentation between
Franklin and the Candidate generated in preparation of the
agreement, particularly documentation indicating whether the
Candidate compensated Franklin for its action on behalf of the
Candidate.

The Committee’s Response explains that when Franklin was
preparing to offer stock for public sale, it was recommended
that several loans to officers be extinguished for the public
offering. In the process of extinguishing these loans the
transactions described above occurred. The Committee goes on to
explain that "[T)]he Layton Bank was concerned that the stock was
not readily marketable. However, Franklin would not guarantee
the loans because that would establish liabilities for the
company and defeat the objective of having the officer loans
paid off (i.e., a guarantee would have traded an insider loan
for an insider guarantee). Franklin wanted the loans to be
made, however, and it was proposed that Franklin agree to
repurchase the stock -- which was extremely valuable -- in the
event of default.” The Committee further argues that because of
the increasing value of the stock, Franklin stood to make a
profit on the repurchase should it have become necessary. The
Committee concludes that given the situation the repurchase
agreement was not "a ’'gquarantee’ of any sort.”

Included with the Coomittee’s Response are letters from the
First National Bank of Layton and another bank that the
Committee used, attesting to the fact that such repurchase
agreements are common practice when non-publicly traded stock is
used to collateralize a loan. The letter from the First
National Bank of Layton explains that the purpose of the loan
was the repayment of a Franklin debt of $184,317 with the
balance "placed in undisbursed” to be issued upon request for
campaign use. With respect to the collateral the letter states
that "it should be noted that many banks do not lend funds based
on security of mon-publicly traded stock. This exception to
bank policy was made due to the repurchase agreement from
Franklin Internmational.”
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The letter from the second bank was a response to i :
hypothetical lending situation. In discussing non-publicly
traded stock as collateral the bank states that "[I}f closely -

common for a bank to ~ha:
(by the issuing firm) agresement of the stock collntoral. -
repurchase agreement then mitigates the risk (of potentially
illiguid stock collateral) that the bank bears when non-publicly
traded stock collateralizes a lcan."

The Committee did not provide any of the other specific
information requested in the Interim Audit Report.

The Committee’s Response confirms that the repurchase
agreement was necessary for the loan to be made. The 1
institution states that accepting the stock as collateral was an
exception to bank policy made due to the repurchase agreement.
Franklin guaranteed a market for collateral that otherwise would
not have been acceptable to the bank. This action falls within
the definition of loan at section 100.7(a)(1)(i) of the
Commission’s regqulations which states that a loan includes any
guarantee, endorsement, and any other form of security. The
fact that the arrangement was an ordinary course of business
transaction for the bank; that at least part of the loan was
beneficial to Franklin; that the repurchase agreement may have
protected Franklin’s Subchapter S status; or that Franklin could
have made a profit on any stock that was repurchased under the
agreement, does not change the fact that a campaign loan was
made that, absent the repurchase agreement provided by Framklin,
would not have been made.




o
C-

O
™N
)

/

@7 0 43

Section 44la(a) of Title 2 of the United States Code
states, in relevant part, that no person shall make .
contributions to any candidate and his authorized political
committees with respect toc any election for Federal Office
which, in the aggregate, exceed $1,000.

Section 441f of Title 2 of the United States Code
states that no person shall make a contribution in the name of
another person or knowingly permit his name to be used to effect
such a contribution, and no person shall knowingly accept a
contribution made by one person in the name of another person.

Section 100.7(a)(1) of Title 11 of the Code of Federal
Regulations states that the term "contribution® includes a gift,
subscription, loan, advance, or deposit of money or anything of
value.

Section 110.1(k) of Title 11 of the Code of Federal
Regulations states, in part, that any contribution made by more
than one person, except for contributions made by a partnership,
shall include the signature of each contributor on the check,
money order, or other negotiable instrument or in a separate
writing. A contribution made by more than one person that does
not indicate the amount to be attributed to each contributor
shall be attributed equally to each contributor.

_ If a contribution to a candidate on its face or when
aggregated with other contributions from the same contributor
exceeds the limitations on contributions, the treasurer may ask
the coutributor whether the contribution was intended to be a
joint contribution by more than one person. A contribution
shall be considered to be reattributed to another contributor if
the treasurer of the recipient political committee asks the
contributor whether the contribution is intended to be a joint
contribution by more than one person, and informs the
contributor that he or she may request the return of the
excessive portion of the contribution if it is not intended to
be a joint contribution; and within sixty days from the date of
the treasurer’s receipt of the contribution, the contributors
provide the treasurer with a written reattribution of the
contribution, which is signed by each contributor, and which
indicates the amount to be attributed to each contributor if
egual attribution is not intended.

Section 103.3(b)(3) of Title 11 of the Code of Federal
Regulations states, in part, that contributions which exceed the
contribution limitation may be deposited into a campaign
depository. If any such contribution is deposited, the
treasurer may request redesignation or reattribution of the
contribution by the contributor in accordance with 11 CFR
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' $8110.1(b) and 110.1(k), &s appropridte. If a redoniuat

reattribution is not obtained, the treasurer shall, : 60 _
days of the treasurer’'s receipt of the contribution,
contribution to the contributor.

Section 103.3(b){4) of Title 11 of the Code of lid!!ll
Regulations states, in part, that any contribution which
toc be illegal and which is d.pocitod into a campa gn

shall not be used for any disbursements by the politic

committee until the contribution has been determined to be
legal. The political committee must either establish a separate
account in a campaign depository for such contributions or
maintain sufficient funds to make all such refunds.

Sections 110.1(k)(3) and (5) of Title 11 of the Code
of Pederal Regulations state, in part, that if a political
committee receives a written reattribution of a contribution to
a different contributor, the treasurer shall retain the written
reattribution signed by each contributor. If a political
committee does not retain the written records concerning
reattribution as required, the reattribution shall not be
effective, and the original attribution shall control.

A review of contributions from individuals was
conducted to determine if contributions in excess of the
limitations were received. Twenty four such contributions from
17 contributors were identified. The excessive portions of
these contributions total §$19,450.

Among the excessive contributions are a number of
instances where checks drawn on joint accounts were attributed
to account holders who had not signed the contribution check and
for which no signed reattribution had been obtained. Similarly,
five of the excessive contributions were reported in more than
one named account holder, for example John and Susanne
Lindquist, but only one of the individuals signed the check.
Also, some excessive contributions were assigned to more than
one election without the requisite redesignations.

Six of the excessive contributions are associated with
the same individual. That individual made two $1,000
contributions on October 6, 1992, designated for the primary and
general elections. In addition, six other $1,000 contributions
were received on the same date drawn on three other accounts.
Each account listed this individual as account holder with the
addition of the words "Custodian For" another individual. The
other individuals appear to be the contributor’s children in
that two of the three have "student” listed as their occupation
on Conmittee disclosure reports. None of the checks bear the
signatures of these individuals. Three of the checks are
designated for the primary election and three are designated for
the general election.
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A search of the Committee’s files did not
evidence of written reattributions or redesignations for
the excessive contributions noted. Further, neither a
account for potential excessive contributions nor
monitor amounts reguired to be held in the Committee’s re
accounts was found. None of the excessive contributions hll
been refunded.

A listing of the excessive contributions was provided
to the Committee at the exit conference with a recommendation
that all of the excessive contributions be refunded or that it
be demonstrated that the contributions are not in excess of the
limitations. In response to the exit conference the Committee
stated that refunds had been or would be delivered to 11 of the
contributors and submitted copies of unnegotiated refund checks.
These checks total $5,600. The Committee also stated that
information on the remaining contributions would be forwarded as
soon as possible.

In the Interim Audit Report it was recommended that
the Coomittee demonstrate that the remaining contributions are
not in excess of the contribution limitations. With respect to
the contributions drawn on the "Custodian” accounts the evidence
was to include statements signed by the recorded contributor to
establish that they voluntarily made the decision to contribute
and that the funds were previously owned and controlled
exclusively by the recorded contributors and were not the
proceeds of a gift intended to be a contribution to the
Candidate. Absent evidence that these contributions are mnot
excessive, it was recommended that the Committee refund the
contributions and submit copies of both sides of the negotiated
refund checks.

With respect to excessive contributions the Response
states that the Committee had a system in place for checking on
the source of contributions drawn on joint accounts and seeking
reattributions and redesignations. The Committee goes on to
describe a three step procedure including telephone calls,
written reguests, and follow-up calls. However, during the
audit fieldwork few redesignation or reattribution letters were
found. In addition the Committee submitted copies of refund
checks for each of the contributions questioned in the Interim
Audit Report. Of the $19,450, copies of refund checks toialing
$7,700 are negotiated Committee checks, while the remainder are
cashier’'s checks. For the cashier’s checks there is no evidemce
of delivery or negotiation.




B. P Excessive Contributions from Staff
Advances

Section 44la(a)(1)(A) of Title 2 of the United St
Code states that no person make contributions to e
candidate and his anthorized political committees with m
to any election for Federal office which, in the aggregate,
exceed $1,000.

Section 116.5(b) of Title 11 of the Code of Federal
Regulations states, in part, the payment by an individual from
his or her personal funds, including a personal credit card, for
the costs incurred in providing goods or services to, or
obtaining goods or services that are used by or on behalf of, a
candidate or political committee is a contribution unless the

payment is exempted from the definition of contribution under 11
CFR 100.7(b)(8).

If the payment is not exempted, it shall be considered
a contribution unless, it is for the individual's transportation
and normal subsistence expenses incurred by other than a
volunteer, while traveling on behalf of a candidate or political
committee of a political party; and the individual is reimbursed
within sixty days after the closing date of the billing
statement on which the charges first appear if the payment was
made using a personal credit card, or within thirty days after
the date on which expenses were incurred if a personal credit
card was not used. “Subsistence expenses” include only
expenditures for personal living expenses related to a
particular individual traveling on committee business such as

food or lodging.

The Committee’s payments of expense reimbursements
were reviewed to detemmine if contributions from staff advances
had been made. As part of the Audit staff’s analysis,
contributions resulting from untimely reimbursement of expenses
were added to direct comtributions made by the individual. The
review disclosed that Michael Tullis, the Committee’'s Custodian
of Records, was the only individual making excessive
contributions from advances he made to the Committee for his own
travel and subsistence, others’ travel and subsistence, as well
as, campaign office expenses, media expenses, and other
miscellaneocus items. These contributions resulted from
extensive campaign use of Mr. Tullis’ personal credit card. The
Audit staff determined that the highest outstanding balance owed
to Mr. Tullis was $22,206 on June 1, 1992. At the time of the
audit, no expense reimbursement requests were outstanding.

At the exit conference, the Committee was presented
with a schedule of Mr. Tullis’ excessive contributions. Mr.
Tullis acknowledged that he had made an error in judgment in
using his persomal credit card to pay Committee expenses and
that he would most likely not be able to demonstrate that no
excessive contributions occurred.
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The Response states that since the regulation allows
the were reimbursed before becoming contributioms.
Committee also notes that in many cases, the Audit staff
analysis uses the date the expense was incurred rather than
clos date of the credit card statement on which the charge
first appears as provided in the regulation.

The Committee has not read the regulation correctly.
While it is true that expenses paid by an individual personal
credit card for his own travel and subsistence do mot C a
contribution if reimbursed within 60 days of the closing date of
the credit card statement on which the charge first appears, the
same is not true of expenses other than persomal travel and
subsistence. Expenses for other than the individuals
travel and subsistence are contributions on the date incurred.
In Mr. Tullis’ case the majority of the $22,206 cited in the
Interim Audit Report consisted of four charges for newspaper
advertising totaling $21,109 and an amount for the purchase of a

computer.

With respect to using the closing date of Mr. Tullis’
credit card statement, when that information was available -d
the expense was for Mr. Tullis’ travel and subsistemce, the
closing date was used. The Committee states im the Response
that it is attempting to locate additional copies of Mr. Tullis’
credit card statements.

The conclusion reached in the Interim Aundit Report is
unchanged.

F. Contributions Subject to 48 Hour Disclosure Notices

Section 434(a)(6) of Title 2 of the United States Code
requires that each treasurer of the principal Campaign committee
of a candidate shall notify the Clerk, the Secretary, or the
Commission, and the Secretary of State, as appropriate, in
writing, of any contribution of $1,000 or more received by auy
authorized coomittee of such candidate after the 20th day, but
more than 48 hours before, any election. This notification
shall be made within 48 hours after the receipt of such
contribution and shall include the name of the candidate and the
office sought by the candidate, the identification of the
contributor, and the date of receipt and the amount of the
contribution. The notification required under this paragraph
shall be in addition to all other reporting requirements under
this Act.




The Audit staff reviewed individual contributions te
determipne which contributions required notification within 48
hours of receipt. Contributions reguiring the 48 hour notice .
were received within two and twenty days of the nominating
Convention (6/26-27/92), and the Primary (5/8/92) and
(11/3/92) elections. The Interim Audit Report stated that the
review identified a total of 181 contributions which reguired 48
hour notices. The Interim Audit Report also concluded that, of
these, the Committee failed to file the required notices for 41
contributions totaling $797,001, including 8 from the Candidate
totaling $750,000.

At the exit conference, Committee representatives were
provided with a schedule of items for which the required notices
were not filed. The Committee did not provide an explanation of
why the notices were not filed.

In the Interim Audit Report it was recommended that
the Committee provide an explanation, including an account of
any mitigating circumstances, as to why these notices were not
filed.

In the Response the Committee states that it exercised
tremendous effort to file every necessary 48-hour notice and was
surprised to learn that the audit indicated 41 omissions. The
Committee goes on to explain that its telephone records indicate
that on both October 30, and November 3, 1992 two items were
faxed to the Office of the Secretary of the Senate. The
Committee believes that in both cases the documents faxed were
48-hour contribution reports. However, in both cases the publiec
record reflects only one report filed on that day. Although the
Committee has not been able to locate copies of the material
faxed, it believes that a portion of the 41 omissions were
included on those reports.

In reviewing this matter during the preparation of
this report, a number of errors were noted in the original
analysis. After re-examining the workpapers it was determined
that the Committee was required to file 131 contribution
notices, and that 37 had not been filed. These 37 contributions
total $649,001 (See Attachment 1).

With respect to the Committee’s discussion of the
documents faxed to the Secretary of the Senate, the explanation
would at best explain only one of the missing notices, assuming
that, the faxed documents were 48-hour notices; were not
re-transmitals of others on the same day; and, were filed
timely. That contribution was a $100,000 receipt from the
Candidate.
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2 US.C. § 434(a)6)
2USC. §44laaX1XA)
2US.C. § 441a(D)
2USC. § 41b(a)
2USC. § 441

11 CFR. § 100.7(a)1)
11 CFR. § 110.1G)2)
11 CFR § 110.1(k)

11 CFR § 1104(0)2)
11 CFR. § 110.10(a)b)
11 CFR §1165

FEDERAL AGENCIES CHECKED: None

L GENERATION OF MATTER

This matter was generated by an audit of Friends of Bob Bennett Senatorial Campéign
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guarantee made in the form of a stock repurchase agreement. The referral materials ;
Mmmuwdmumﬁmmﬁn&dsnﬂhﬂnh&‘h}i 7
notice reports. This Office recommends that the Commission find reason to believe that the |
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Committee has received, and Franklin has made, prohibited contributions through the transsetions

between the two entities. Additionally, we recommend that the Commission find reason fo belie

Committee failed to file 48-hours disclosure reports.
1 A FACTUAL AND LEGAL ANALYSIS

97043

A. PROHIBITED CORPORATE CONTRIBUTIONS

It is unlawful for any corporation to make a contribution or expenditure in connectiont .
with any federal election to any political office. 2 U.S.C. § 441b(a). ltildnoﬂwfdﬁ- _';-";"'

" ;:-l__'l..*l.,_a.;g_;. .

officer or director of a corporation to consent to any corporate expenditures which may be

2
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The Committee’s original title was “Bennett for Senate™ and the referral materisls use that title. The

Committee filed an amendment to its Statement of Organization on April 6, IMMlde
Dew pame.



to their campaigns. 11 C.FR. § 110.10(a)-(b). me-’-‘ﬂ&ﬂ‘
applicable state law, d&eﬁmbwﬁemam.hmﬁdnugmm
muhuamdm.dvﬁmﬁbwhﬂhmummw“‘
-qﬂhdeMnﬂmmmmofﬂnmmuﬂ
Mmmmwmumummmh

bequest after candidacy of which the candidate is the beneficiary; gifts of a personal nature which

830N

had been customarily received prior to candidacy; proceeds from lotteries or similar legal games of
chance; and salary and other carned income from bona fide employment. 11 CFR. § 110.100).

income. Advisory Opinion (“AO™) 1979-74. mwmutum
was not bona fide, the payments would constitute a contribution. To determine whether
employment is bona fide: (1)umhymmbe@ﬁndymofuuﬁ;
(2) the compensation must be made exclusively in consideration of services; and (3) the amount of

the compensation cannot exceed the amount that would be paid to a similarly qualified person.

The Commission has also addressed similar situations involving federal candidates who ]
from their law partnerships during campaigns. In the law parnership context, the Commission has '
basis of the partner's compensation o determine whether the payments comply with the FECA. See AO 19786
(where partner income is based on client-billable hours); AQ 1979-58 (where partaer income is based on an
ownership interest in the partnership); MUR 3435 (Commission determined that there was no reason to belicve
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* employee o test poltcal waters. S generally AO 1992-3 (vlidatinga con
'Munﬁwuuﬁq-umwmhtﬂe&oﬁ
the bencfit was short (one month) and because the corporation had a preexisting policy 1o provide
certain temporary benefits to employees eagaged in political activities).
a. Background >
smwanauumumoﬂﬁ.mg_o& _
1984 to January 1991 and its chief executive officer from December 1986 1o April 1991.° Asof
June 2, 1992, the candidate also owned 11.37% of Franklin's stock. '
Senator Bennett resigned as president on January 14, 1991. Attachment 2 at 4.
According 10 the Commitice, the resignation was part of a trend for the company's founders 1o
release control of the company to new management. /d mmu,mm#p
setve os chiof emsoutive officer of Freskiin sfler his resignation as prcsident wiiieliE
new role with the company. . st 5. Atan April 8, 1991 board meeting, a-nu 8 e
m»uwuumum.mm&mh“ -

board agreed to study the issue of the ownership of the entity. /d In general, however, it B

hm—hmm-mmazusccmamn-tmu;

u-mmmum“um-—-um
Franklin was incorporated in December 1983 and operated as a Subchapter S corporation between

September 1987 and June 2, 1992. On June 2, 1992, Frankfin tenminated its Subchapter § '

for public sale. Previously, no more than 35 stockholders, ail of whom were required to be cither individuals,

or certain trusts, could hold stock in Franklin because of its status as a Subchapter S corporation. 26 USC.

§ 1361(b). At the time of the public stock offering, Frankfin changed its name to Franklin Quest Corp. Aﬁ“

MBWthmﬁ-ﬂ.mdhmum : £




;mm Id. On April 9, 1991, the day
'g&mmameum

entity within the Franklin family of corporations and operating divisions.” Jd lnup-
Senator Bennett described himseif as "an entreprencur at heart,” -dmdﬂ"“l*

company is, for [him}, more fun than running an established one.” /d. at 3. Tup--hiﬂl
umumwuﬁnmuuummd&#

w antlty.
; According to the Committee, Franklin studied the corporate structure of FCG in the

~ months following the April 8, 1991 board meeting, and ultimately decided not to pursue the

o development. Attachment2 at 5. Ina June 25, 1w1mﬁmma—u~h\_
; Praaklin Executive Cosmasiti, Sesstce Beanett couficmed “Mscaminns” Sa(FCG wisbll:
< m-amdmuunmm.mmmi

i own. Attachment 6. mmmuhmwwhuﬁ_

o monthly retainer 1 be paid 10 the entity theough Augast 31, 1991, ot which tiese e sl

would be renegotiated. /d. The memorandum also discussed some of the projects to sued
by the new entity. Jd. at 1-2. The Committee provided a July 1, 1991, Franklin Executive
Committee draft memorandum to Senator Bennett that confirmed the dissolution of FOG.

Attachment 7 at 1.* The Committee explained that this memorandum sets out the terms

e This Office’s copy of this memorandum is stamped “draft” Under Utah law, m-qh-iul

enforceable merely by the parties’ p-ﬁl—uof&nmufﬁnhuﬂmd’h“'
Dayton v. Gibbons & Reed Co., 365 P.2d 801, 802 (Utah 1961).
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Beanett. /d The memorandum called for a monthly retaine to be paid to

entity commencing on Jaly 1, 1991 and ending June 30, 1992. d. st 2. The drat agreement left
blank the space for the amount of the retainer. /d. AtﬂnMys,lmmsodn;aﬁ.
the board decided "in light of Robert Bennett's decision to resign as CEO of Franklin and pursue
an independent consulting firm, not 1o create any form of consulting group."’ Astachment 8 at 1,

Information provided by the Committee indicates that in July 1991, Senator Bennett
founded Robert F. Bennett Associates ("Bennett Associates”). Franklin paid Bennett Associates a
monthly retainer of $43,750. Bennett Associates opened a bank account on July 17, 1991.
Attachment 1 at 9. Bennett Associates’ only paying client was Franklin. /d Bennett Associates
had one regular employee in addition to Senator Bennett. /d.

In mid-August 1991, after consulting a little over a month, Senator Bennett announced
that he was seeking election to the United States Senate seat being vacated by Senator Gam.
Ex-Utah Sen. Bennett's Son Wants Post Dad Held 24 Years, Rocky Min. News, Aug. 15, 1991, at
34.° The Committee opened its bank account on September 6, 1991, and filed a Statement of
Organization, dated September 30, 1991. The candidate filed a Statement of Candidacy on
September 30, 1991 as well. Of the $38,000 contributed by Senator Bennett to his campaign in
the fall of 1991, $35,000 was paid directly from the Bennett Associates account. Additionally, on

January 30, 1992, Franklin made a payment of $131,250 to Bennett Associates which constituted a

: it appears that Franklin had already “created” FCG prior to this meeting since it was funding such an entity

and had announced its creation in a press release. The board's action on July 8 clearly ended the existence of FCG,
dwbbﬁdl&mmﬁ-

On May 28,1991, Senator Jake Gam of Utah asnounced that he was not secking reelection to the United
States Senate. After his retirement, Senator Gam took a seat on the board of directors of Franklin. Sesator Gam's

snnouncement took place in the period between the original creation of FCG and its dissolution.




The Committee’s response 1o the Interim Audit Report noted that Senstor Bennetfs
departure was "a major event at Franklin® and that Franklin wanted to compensate Senator Bennett
through the consulting agreement for his "seven years of successful leadership and management"
and to ensure his availability to consult on important matters and to prevent him from competinig

directly with Franklin® Attachment 2. mcumm-wuﬁemhhww-

"j standard for departing Franklin executives and provided several sample severance agreements.

; Attachment 9. In addition, the Committee noted that Senator Bennett did significant work for

™ Franklin, including consulting on matters related to a public stock offering, reviewing an employee
f stock ownership plan, and assisting Franklin operations in Japan. Attachment 2 at 9-10. However,
;-7, the Committee did not provide documentation in response to Audit inquiries demonstrating that -
¢ Vgl
i
N T O
o mid-May.

Bennett Associates incorporated in January 1992. However, ﬁhmmmp
longer directly funded the Committee. Instead, withdrawals from Bennett Associates accounts were initially
deposited into a joint account held by Senator Bennett and his spouse, and then paid out of this sccount to the
Committee. Since the funds traveled through a joint account, Ms. Bennett may have made a contribution to the
Committee if any of her proportionate share of the account holdings were used for the contributions. See 11 CFR.
§ 110.10(b)(3). Under Utah law, Ms. Bennett’s share of the holdings is determined “in proportion to fher] net
contributions ... to the sums on deposit™ unless there is clear and convincing evidence of a different intent for
ownership share. Utah Code Ann. § 75-6-103(1). The Office of General Counsel believes that no contribution was
made by Ms. Bennett since there is no evidence that the Bennetts intended to divide the assets of the joint account by
any manner other than the net contributions method and the funds deposited into this account, with minor exception,
were those that the candidate received from Franklin and not the candidate’s personal funds. On the date of the
qud.h”n—-tdnhhudmm. :
m-—m*dﬁnihmﬂmﬁm“am '
clause. Moreover, although the consulting agreement memorandum did not state the amount of the monthly retainer,
the Commitiee acknowledged that the candidate received a retainer from Franklin in the amount of $43,750 per
month. Attachment 2 at 6-7.
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have been part of his 1991 bonus paid out around January 1992."® Attachment 2 at 11-12.
Further, the Committee stated that the consulting agreement permitted a lump-sum payment and
that Franklin could have paid the entire consulting contract amount at any time. /d. The
Committee also noted that Franklin had on one occasion advanced payments to another
consultant.'' /d. at 12.
b. Analysis
The structure and timing of the consulting payments from Franklin to Bennett Associates
indicate that the funds eventually received by the Committee may not have been the personal
funds of the candidate under 11 C.F.R. § 110.10. Rather these funds appear to be prohibited
Associates, 10 the Commitice. Based on the facts presented at this time, it does not appear that the .
monies paid to Senator Bennett by Franklin constitute eamed income from bona fide employment.

11 CF.R. § 110.10(b)}2). There is no evidence suggesting that: (1) the consulting was

Other Franklin consulting agreements for departing executives specifically call for bonuses to be puid to the
individuals, Mr. Bennett’s agreement did not provide for 2 bonus.

" The Committee states that Franklin accelerated its consulting agreement payment to Richard Winwood by
paying him $300,000 “to close out™ his agreement in 1992. However, based on 2 review of Mr. Winwood's
agreement, it appeared that he was still owed approximately 36 montas worth of payments at $32,000 a month when
he “close{d] out™ his agreement. Thus, the Winwood advance appears to be different in nature from Senator
Bennett’s advance since Senator Bennett did not have to forgo any of the overall amount due him as consideration for
the advance. This Office will seek information surrounding the circumstances of the Winwood advance, and any
other advances, through discovery.
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that Senator Bennett was contemplating his Senate candidacy. quﬁu!hm
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previous agreements.
Senator Bennett and Franklin entered into the consulting agreement in July 1991. The

e S

Senator Garn that he would be retiring and, therefore, initiating an open election in U i
for the U.S. Senate. Senator Bennett joined the race for this Senate seat in August 199 ”@, 2
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Senator Bennett may use his consulting arrangement with Franklin to assist in financing the
campaign.
The Committee implics in its response to audit findings that Senator Bennett was
planning to leave Franklin as carly as January 1991, and thus, the consulting business was not
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Executive Officer of Franklin. Amehuroo-ummwam&-
announcing that FCG was a Franklin subsidiary. The documentation confirming that Senator
Bennett would completely separate from Franklin and create Beunett Associates was dated
following Senator Gam’s retirement announcement. Thus, Senator Bennett may have begun
preparing for his own candidacy at the time the consulting agreement was arranged. ‘
was the three-month advance made to the candidate on January 30, 1992.” The terms of the
consulting agreement, pursuant to which Senator Bennett was paid, called for monthly payments,
and did not discuss advance payments. Even though other consulting agreements for departing
Franklin executives specifically called for bonuses, Mr. Bennett’s agreement did not provide for
one. M.scmmeAnmuyMuhu»Ms
payment of the advance as requested during the audit.”*

Further, the circumstances surrounding the payment of the advance indicate that it may

2

This payment appears o be an advance since it adds up to three months worth of consulting payments.
Franklin's practice had been to pay Bennett Consulting a sum of $43,750 near the middie of cach month. Thus, on
January 21, 1992, Franklin made its January payment of $43,750 to Bennett Consulting. However, ten days Ister,
Franklin made another payment of $131,250 to Bennett Consulting and Bennett Consulting did not receive a monthly
‘:’ly-nhrﬁ-y,“wmillm

The Committee claims that the bonus was eamned by Senator Bennett by January 1992 since he would have
received a bonus had he stayed with the company and because the anticipated bonus was used to calculate the
monthly consulting payment However, thie assertion is difficult to judge since no documents speak to the basis of
Senator Bennett’s monthly consalting payment amoumt aside from the Committee Treasurer’s narrative response to
the Interim Audit Report. Additionally, this Office is not currently aware of whea Frankiin issued bonuses 1o its
employees and how close that date is 10 the date of the advance.
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and thus, this payment was made at a crucial time during the campaign.”’ Indeed, the Committee -
paid several vendors within a day of receiving the advance, including its media vendor ($10,000),
its attomeys ($3,257), the Internal Revenue Service ($3,190), its American Express bill ($14,993)
and its payroll. According to the Committee itself, Franklin agreed to the advance because a stock
offering that would have enabled Senator Bennett to sell his Franklin stock to finance the
campaign was delayed from January 1992 until June 1992. Attachment 10. Thus, because of this
delay, Senator Bennett was denied funds he may have anticipated using at this time. Also at this
time, Senator Bennett had been significantly outspent by his leading opponent and was publicly
stating that the campaign was more expensive than he had thought it would be.' In fact, Senator
Bennett was in danger of not enduring his party’s primary convention and therefore, could have
suffered an early departure from the campaign.'” This advance from Frankiin suggests that

Senator Bennett transfervred $80,000 of the advance into the Committee’s accounts. The fact that funds were
placed into the candidate's personal account before they flowed to the Committee does not eliminate the corporate
status of the funds and transform the funds into the personal assets of the candidate. See 11 CFR. 110.10.

» The 1991 end-of-year report, the last report filed by the Committee prior to the advance, disclosed that the
Committes had only $12,556 cash-on-hand and had debts of $39,065.78. The next report, the April 1992 Quarterly
showed that the Committee had received approximately $15,000 in private contributions during the reporting period,
ﬂn““.ﬁ.hﬂm

Senator Bennett had been outspent by Joe Cannon, a multimillionaire industrialist and the carly front-runner
for the Republican nomination, $833,143 10 $63,485 according to published reports. Paul Rolly, GOP Fears
Infighting Could Hurt Parly in U.S. Senate Race, Salt Lake Tribune, March 15, 1992. Senator Bennett's concern over
the unexpected expense of the campaign was also reported. Candidates Look in Mirror for Moncy, Salt Lake Tribune
May 11, 1992 (“[Senator Bennett] said the heavy self-donation and spending by Canmon forced him to spend more
t—hphu.')

The Republican pasty of Utah conducted a convention on June 26-27, 1992 1o select its nominees for the
general election. Pursuant to party rules, any candidate who received 70% of the convention delegates’ votes would
not have to run in a primary election open 1o all voters. If no candidate reached this threshold, the top two finishers
advanced to & primary election. Published reporis carly in the election indicated that Mr. Cannon had significant
support. See Rolly, GOP Fears ..; Mark Trahart, 32 Million Spent So Far by Cannon No Joke to Rivals in Senate
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may not have been independent of the campaign. _
momeeommcmuwmurmummnh-qﬁ;;
may have resulted in a contribution because the candidate did not provide adequate services in
consideration of the compensation. AO 1979-74. Specifically, there is no indication that Senator
Bennett performed the services that were required by the consulting agreement. 'B--IH ;
requested information that would demonstrate that the candidate performed work; no such
documentation was provided. Although the consulting agreement sets out certain specific tasks
MMMw—bm&Fﬂnm@hwﬁp
mot peoduced despite specific sequests S the sudit staff."® These document
will be sought during discovery. ‘
Additionally, the consulting agreement provided that Franklin would offset asiounts from

ita '- i
o

with Ol In with New, Salt Lake Tribune, June 28, 1992. R
mmuamum*mbMM*

on franchising in Japan. However, no documents demonstrating that this work was done were provided during the

audit process. :




comparable to similarly situated employees and contained certain indications that it was merely a
stipend to the candidate to assist the campaign. AO 1979-74; AO 1992-3. Senator Bennett was
paid $43,750 per month pursuant to his agreement with Franklin. It is unclear at this point
whether this was a fair amount of compensation for Senator Bennett. Other departing Franklin

executives had entered into consulting agreements with Franklin, although all of these individuals

received substantially smaller payments than Senator Bennett or had agreed to less favorable

terms. For example, in two of the three agreements with departing Franklin executives obtained

830

during the andit, Franklin inserted non-competition clauses. Senator Bennett did not agree to such

a restriction. Moreover, Scnator Bennett’s agreement did not contain any terms settling any
proprictary rights Senator Bennett might be able to claim against Franklin or contain any other
similar release from liability, thus allowing him to make claims against Franklin later. These

97043/

types of waivers had been included in two of the three departure agreements for different Franklin
executives obtained during the audit. Finally, Senator Bennett’s agreement did not contain a
clause terminating consulting payments in the event Senator Bennett failed to provide the
contracted-for services. This clause was included in one of the three sample agreements. These
types of restrictions and covenants had been included in the other Franklin consulting agreements

and their absence from Senator Bennett’s agreement provided a benefit to Senator Bennett.
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considered reuniting with Franklin in the event his candidacy was unsuccessful. If this was true,

the benefits paid to Senator Bennett could be a prohibited contribution in the form of a stipend
assisting the candidate while he pursued the candidacy. See AO 1992-3. In sum, Senator Bennett
received a significant payment, and unlike many other departing executives, did not have to forgo
many of his rights when accepting the payments.

!

Therefore, it appears that the consulting agreement and the payments arising thereunder

o

™ may not have been independent of Senator Bennett's candidacy or paid as compensation for an
o appropriate level of service and may have been at an insppropriate amount. It appears that all
',.: consulting payments, including the three-month advance, may have been contributions 10 the
o Committee from Franklin.® Thus, the Office of General Counsel recommends that the

: Commission find reason to believe that Friends of Bob Bennett Senatorial Campaign Committee,
o and Stanley R. De Waal, as treasurer, violated 2 U.S.C. § 441b by accepting prohibited

contributions. Furthermore, in light of Senator Robert F. Bennett’s apparent close involvement in

Certain closely held corporations often require shareholders to enter buy-and-seill agreements that place
resirictions on stockholders. See Utah Code Ann. § 16-10a-627 (1993). The Committee failed to produce Senator
Bennett's stockholder agreement with Franklin to enable the Commission to determine the transferability options of
Franklin stock at the time of the

- Unlike similar situstions in MUR 3435 and AO 1979-58 where the candidates drew upon their proprietary
interest in their partnerships to contribute personal funds to their respective committees, the candidate in this matter
was relying upon Franklin, an incorporated entity, to finance his campaign. The only proprictary interest in the
corporation that the candidate could transfer to the Committee are his camings distributions for his ownership share
and the sale of his stock. 11 CFR. 110.10(b)(2). There is no information that demonstrates the consulting agresment
represented the candidate's proprietary interest in the corporation.
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violated to 2 U.S.C. § 441b by making prohibited contributions.
zcmcmwmww
The term “contribution” includes any direct or indirect payment, distribution, loan (other
than from a bank, pursuant to applicable banking law and regulations, in the ordinary course of
business), advance, deposit, gift of money, any services, or anything of value. 2 U.S.C.
§ 441b(b)(2). The term "loan" includes a guarantee, endorsement, and any other form of security.
11 C.FR. § 100.7(a)(1)i). A loan is a contribution by each endorser or guarantor. 11 C.F.R.

§ 100.7(a)(1)(iXC). Each endorser or guarantor shall be deemed to have contributed that portion
of the total amount for which he or she agreed to be liable in a written agreement. /d A
corporation has guaranteed a loan if the corporation agrees to repurchase stock of a shareholder
who uses the corporation's stock as collateral for a bank loan. See Brittingham v. Commissioner,

U 43

57 T.C. 91, 93 (1971); Commercial Capital Corp. v. Commissioner, 27 T.CM. (CCH) 897 (1968).
If a candidate obtains a loan in connection with his campaign, the candidate will be considered as
having obtained such loan on behalf of his committee. 11 C.F.R. 101.2(a); See generally, AO
1994-26 (discussing lines of credit issued to candidate).
a. Background
In February 1992, Senator Bennett applied for a line of credit of $385,000 from the First

National Bank of Layton ("the Bank™) in Layton, Utah. Attachments 11-12. Senator Bennett used
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from Franklin, and a guarantee from Senator Bennett's spouse. > Attachment 11.

The stock repurchase agreement took the form of a letter to the Bank from Franklin's
President and Chief Operating Officer, Arlen Crouch, dated February 24, 1992, stating that in case
of loan defauit by Senator Bennett, Franklin "will honor the Bank’s request to redeem part or all of
the pledged stock ... " Attachment 13 at 1. A "secretary's certificate” was attached to the letter
stating that the Franklin Executive Committee directed Mr. Crouch to prepare and execute the
letter and that Franklin was bound by the terms of the letter. Id. at 3-4. The letter also stated that
Franklin would pay the Bank the market rate for the stock, "but not less than $500.00 per share.”
Id. at 1. By setting this price, the Bank was assured that it would recoup its investment through
Franklin if Senator Bennett defaulted

In addition to agreeing to the repurchase agreement for Senator Bennett's stock, Franklin
agreed to a similar arrangement for two other Franklin executives, also apparently to assist the
officers in repaying insider loans owed to Franklin. Attachment 13. These lines of credit from the
Bank, however, seem to be only for the amount needed to repay the insider loan, and did not

agreement because "many banks do not lend funds based on security of non-publicly traded

o The Office of General Counsel is not recommending that the candidate’s spouse made a contribution to the
Committee as a result of her signature on the loan documents. The collateral (the Frankiin stock) was wholly owned
by the candidate, and the spouse’s signature, as guarantor, appears 10 have been a formality. 11 CFR.
gmmxlm

If the repurchase agreement had not set 2 minimum price for the Franklin stock, and its market price
collapsed, then the Bank’s recourse would have been limited to market value of the stocks




The Committee stated that the repurchase agreement was not a guarantee since Franklin
never assumed any risk in this transaction since the stock that it could have purchased was very
valuable. The Committee also stated that this type of transaction was not uncommon and provided
a letter from Patrick M. Floyd, a vice-president of First Interstate Bank of Utah, explaining the
process. See Attachment 14.

b. Analysis

It appears that the repurchase agreement with the Bank resulted in a guarantee from
Franklin to the candidate. 11 C.F.R. § 100.7(a)(1)(i). Since the explicit terms of the loan indicate

that its purpose was for the "campaign,” the candidate obtained the loan on behalf of the

Committee. 11 C.FR. § 101.2(a); see gemerally AO 1994-26. Therefore, the guarantee of the loan
from Franklin to the Committee was a contribution. See 11 C.F.R. § 100.7(a)(1)(i)c)-

The Bank recognized the risk involved in making loans secured by non-publicly traded
stock. See Attachment 11. Therefore, the Bank required a written agreement obligating Franklin
to redeem the stocks before it would make a loan to the candidate and Franklin agreed to do so.
Attachment 11 and Attachment 13. Absent the repurchase agreement, the Bank would not have
made the loan to the candidate. Attachment 11. Franklin agreed to be liable in a written
agreement by submitting a letter to the Bank obligating itself to redeem the pledged stock in the
event of the candidate’s default. This is consistent with the description of guarantor under the

Commission regulations. 11 C.F.R. § 100.7(a)(1)i)C).




ks bl o e e Bk e et e e

redeemed by Franklin. Attachment 12 at 11. The legal and practical effect of these transactions
was that if Senator Bennett defaulted on his loan, Franklin would have been required to pay a
minimum of $500.00 per share of stock to redeem the stock from the Bank to cover the candidate’s
default Furthermore, Franklin was legally obligated to pay this amount to the Bank, regardiess of
the lack of marketability and value of the stock at the time of default. Attachment 13 at 1.
Therefore, the Office of General Counsel believes that Franklin was a guarantor of the loan to the
candidate. 11 C.F.R. § 100.7(a)(1)iXC).

The Committee claims that Franklin did not guarantee the loan because Franklin did not
assume any risk in the obligation to redeem the stock from the Bank since the stock was very
valuable. However, the Committee’s position does not contemplate the possibility that the value
of this non-publicly traded stock (which the Bank refused to accept as collateral without a '
repurchase agreement) at the time of the candidate’s default could have been less that the $500.00
per share that Franklin was obligated to pay to the Bank to satisfy the candidate’s debt. If Franklin
was required to redeem the shares to cover the candidate’s default and the actual value of the
shares was less than $500.00 per share, then Franklin would have suffered a loss equal to the
difference between the market value of the shares and the minimum redemption price of $500.00
per share. The Committee’s assertion that Franklin’s repurchase agreement did not result in a
guarantee because Franklin did not assume any risk in the transaction is, in fact, contravened by

the Committee’s own authority on repurchase agreements, Mr. Floyd of First Interstate Bank. Mr.
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agreement transaction would not have been necessary had Layton Bank viewed the Franklin stock
as risk-fice, and, therefore, not sought the repurchase agreement.”
Therefore, the Office of General Counsel recommends that the Commission find reason
10 believe that Friends of Bob Bennett Senatorial Campaign Committee, and Stanley R. De Waal,
as treasurer, have violated 2 U.S.C. § 441b by accepting a prohibited contribution. Furthermore,
in light of Senator Robert F. Bennett's apparent close involvement in these transactions, the Office
of General Counsel recommends that the Commission find reason to believe that Senator Robert F.
Bennett violated 2 U.S.C. § 441b by accepting prohibited contributions on behalf of Friends of
Bob Bennett Senatorial Campaign Committee. Further, this Office recommends that the
Commission find reason to believe that Franklin Quest Corporation violated to 2 U.S.C. § 441bby
making a prohibited contribution.
B. EXCESSIVE CONTRIBUTIONS
The Act states that no person may make contributions to any candidate and his or her
authorized political committees with respect to any election for Federal office which, in the
aggregate, exceed $1,000. 2 U.S.C. § 441a(a)(1)(A). No candidate or political committee shall
knowingly accept any contribution that exceeds the contribution limitations. 2 U.S.C. § 441a(f).

Furthermore, no officer or employee of a political committee shall knowingly accept a

» The loan was processed only becanse of Franklin's agreement to repurchase the stock. Therefore, this

agreement to repurchase the stock constitutes “something of value” to the Committee. See 11 C.F.R. § 100.%a)1)-

s




Any contribution made by more than one person shall include the signature of each
contributor on the check, money order, or other negotiable instrument or in a separate writing.
11 CFR. § 110.1(k). If a contribution made by more than one person does not indicate the

amount to be attributed to each contributor, the contribution shall be attributed equaily to each

contributor. /d. If a contribution to a candidate or political committee, either on its face or when
aggregated with other contributions from the same contributor, exceeds the limitations on

contributions, the treasurer of the recipient political committee may ask the contributor whether

8302¢C

the contribution was intended to be a joint contribution by more than one person. Jd.

A contribution shall be considered to be reattributed to another contributor if: (1) the
treasurer of the recipient political committee asks the contributor whether the contribution is

intended to be a joint contribution and informs the contributor that he or she may request the retum

97 0437

of the excessive portion of the contribution; and (2) within 60 days from the date of the treasurer’s
receipt of the contribution, the contributors provide the treasurer with a written reattribution of the
contribution, which is signed by each contributor, and which indicates the amount to be attributed
to each contributor if equal attribution is not intended. /d.
Contributions which on their face exceed the contribution limitations may be deposited in
a campaign depository. 11 C.F.R. § 103.3(b)(3). If any such contribution is deposited, the

treasurer may request redesignation or reattribution of the contribution by the contributor. Jd. Ifa



separate account in a campaign depository for such contributions or maintin sufficient funds to
make all such refunds. Jd.

The referral materials disclose that 18 contributions from 16 contributors totaling $11,450

were made in excess of the contribution limitations. Checks drawn on joint accounts were

i attributed to account holders who had not signed the contribution checks; and the Committee's
o

o treasurer did not obtain signed reattributions or redesignations for these checks. Five of the

~ excessive contributions were drawn from joint accounts; however, only one account holder of each
(-

respective joint account signed the contribution check. Furthermore, the Committee failed to

" obtain redesignations from contributors whose excessive contributions were allocated to a

< difflerent election cycle. One individual, Alan C. Ashton, made excessive contributions totaling =~

o s
$2,250.

~

o The Audit Division's examination of the Committee's records did not reveal any evidence

of written reattributions or redesignations for any of the excessive contributions, the existence of a
separate account for excessive contributions or any attempt to monitor amounts required to be held
in the Committee's regular accounts. At the time of the audit, none of the excessive contributions
had been refunded.
The Committec asserted in response to the Interim Audit Report that refunds had beenor

would be delivered to 11 of the contributors and the Committee submitted copies of unnegotiated
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accounts and seeking reattributions and redesignations. Generally, the Audit Division found few
reattribution or redesignation letters during the audit.
Thus, the Office of General Counsel recommends that the Commission find reason to
believe that Friends of Bob Bennett Senatorial Campaign Committee, and Staniey R. De Waal, as

treasurer, violated 2 U.S.C. § 441a(f) by accepting excessive contributions. The Office of General

Counsel also recommends that the Commission find reason to believe that Alan C. Ashton

830722

violated 2 U.S.C. § 441a(a)(1)(A) by making excessive contributions to Friends of Bob Bennett
Senstoral Campaign Commitie, and Sanley R. De Waal, a reasurer™ However, due 0 the
mmmhmdmcmmduumh
Office of General Counsei recommends that the Commission take no further action against Alan

970437

C. Ashton. Heckler v. Chaney, 470 U.S. 821 (1985). Ifthe Commission adopts this
recommendation, this Office will send an admonishment letter to Mr. Ashton.
2. Contributions from Minors
Minor children may make contributions to political committees if the decision to

contribute is voluntary, the contributed funds are owned or controlled by the child, and the

Based on established Commission practice, this Office makes no recommendation with respect to the
remaining individuals who made excessive contributions to the Committee.

te il
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§ 441f. 1t is also unlawfil for a political committee to acoept a contribution made by one person in
the name of another person. Jd. Examples of contributions made in the name of another include:
(1) making a coatribution when all or part of the source was provided to the contributor from
another person without disclosing the source of the money at the time of the contribution; and (2)
making a contribution and attributing as the source another person when in fact the contributor is
the source. 11 C.F.R. § 110.4(b)(2).
Karen H. Huntsman was associated with eight $1,000 contributions which collectively
would result in an excessive contribution if all the contributions were attributed to her. Ms.
Huntsman made two $1,000 contributions designated for Senator Bennett’s primary and general
election campaigns on October 2, 1992. Attachment 15 at 1. The checks were written from an
account held jointly by her and her busband, Jon Huntsman. On the same date, six $1,000
contributions were made to Senator Bennett's primary and general election campaigns from three
separate accounts on which Ms. Huntsman appears on the check as the account custodian on
behalf of three others individuals, James H. Huntsman, Jennifer Huntsman, and Mark H.
Huntsman. Jd at 2-3. The six contributions at issue appear to be drawn on custodial accounts
held for Ms. Huntsman’s children. The other individuals on the accounts share her sumame and
the Committee reported their occupations as students on its disclosure reports. The address on the

checks was the same as that of the business address of Mr. Huntsman. Ms. Huntsman signed two



Because the Committee did not provide any information on the or
audit process several questions remain regarding the circumstances surrounding these
transactions.” F«wnhmmﬂnmmﬁmmmmnﬁg*
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made knowingly and voluntarily. 11 CF.R. § 110.1G)(2). The source of the funds used ,
the contributions is aiso wsknows. However, Utsh adopied the Uniform Trassthet se MBI

which requires that custodians be designated for certain accounts held for minors. Utah Stat.

Ann. 75-5a-101 ef seg. (1995). If these accounts were established for her minor children, Ms.
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See 11 CF.R § 110.1(i)2)(Gi); General Counsel’s Report in MURs 4252, 4253.4:54, d 42
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treasurer, violated 2 U.S.C. § 441a(f) by accepting excessive contributions from Karen H.
Huntsman. The Office of General Counsel also recommends that the Commission find reason to
believe that Karen H. Huntsman violated 2 U.S.C. § 441a(a)(1)(A) by making excessive

contributions to Friends of Bob Bennett Senatorial Campaign Committee.” In view of the
questions raised concerning these contributions, the Office of General Counsel recomumends that
However, this Office does not recommend that the Commission authorize formal discovery in this
instance. mmm-ﬁhmmumwwuh
uhbﬁ.l’mumhhmbhmsﬁnﬁhm
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contributions to the Committee.™ See 11 C.F.R. § 110.1()(2)(i)Gii).

This Office does not recommend that the Commission find that the contributions resulted in a contribution
made in the name of another. 2 US.C. § 441f. Under the Utah Transfers to Minors Act, the

the account] is indefeasibly vested in the minor.” Utsh Stat. Ann. 75-5a-112(2) (1995). If the acooums’ id for
minors, the minors reported as contributors woald own the account assets. SullCF.l.llltm#-
also MURSs 4252, 4253, 4254, and 4255.
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for minors. See MURs 4252, 4253, 4254 and 4255. hh-m:.ihhlyqpmdh. on o >
contributions to political

involvement. The amounts contributed ranged from $3,000 to $15,000 per family. Thm‘
“Mh#“m hhdhmmh“”
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expenses on behaif of a candidate before such expenditures are considered contributions.
11 C.F.R. §§ 100.7(5)(8) and 116.5(b). Second, advances of personal funds will not be considered
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political party. 11 C.F.R. § 116.5(b); see also, Explanation and Justification for 11 C.FR.
§ 116.5(b), 55 Fed. Reg. 26382-83 (June 27, 1989). If the individual's transportation and
subsistence expenses are paid by personal credit card, they must be reimbursed within 60 days
afio the cliiag dete O e illing stsmment cn which the charge et sppess, o 1A B [
uunaanumwmmmmummmuwmuu

o mnm“mkﬁstMaMMI%
mmmhmmdmumuuamum_&;
pays the debt. 11 CER. § 116.5; see aiso, Explanation and Justification of 11 CF.R. § 116.50),
55 Fed. Reg. 26382 (June 27, 1989).

with their own money. H*hﬁ-swﬂhh“hﬂ%“ﬂw
that no further action be taken with respect to these contributions. 5



and normal subsistence cxpenses of an individual who is nota volunteer. 11 CFR. § 1165,55
Fed. Reg. 26382-3 (June 27, 1989). The Commission siso adopted section 116.5 out of concem

that during critical periods in a campaign when an authorized committee is experiencing financial
fiffculties, individusls may sttempt to ci o fution Hasleslons by siping
mwummwﬁmwdu Explanation
and Justification for 11 C.F.R. § 116.5, 55 Fed. Reg. 26382-3 (June 27, 1989); see also MUR 1349

(Commission found probable cause to believe that the Reagan for President Committee violated 2
U.S.C. § 441a(f) by waiting 81 days to reimburse a volunteer who paid $18,713 in expenses on
behalf of the committee).

83 Q 27

The referral materials demonstrate that Michael Tullis, the Committee’s Custodian of

- See Attachment 16 (schedule of contributions). wmﬁ-mmw.“w}’
i personal credit card to the Committee for his travel and subsistence expenses, the travel and
o suhalsunnsapmm— O Sy, sutpnipn o puin, mofla st M S0

miscellaneous items. On June 1, 1992, Mr. Tullis' outstanding credit balance was at its highest

level, totaling $22,206.>° Four charges for newspaper advertising totaling $21,109 and one charge
for the purchase of a computer constitute the majority of the $22,206. At the time the audit was

The calculation of Mr. Tullis’ contributions included an adjustment to recognize his $1,000 contribution .
limit to the primary campaign. The contributions at issue took place during the primary campaign, thus his general =~
election contribution limit was not applied against the contributions. The $1,000 travel exemption was not credited to

the specific contributions made at the highest outstanding balance level because those expenditures were not travel-

s
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Committes expenses and that he was unsble to demonsiate that he had made 0o excessive
contributions.

The Committee asserted that it reimbursed Mr. Tullis for his expenses before they
became contributions under 11 CFR. § 116.5(b). The Committee also asserted that the Andit
staff incorrectly used the date the expenses were incurred rather than the closing date of the credit
card statement on which the charges first appear in evaluating whether the expenses were
contributions to the Committee. When such information was available, the Audit Division used the
closing date of Mr. Tullis’ credit card statement to determine whether his own travel and
subsistence expenditures were contributions.

The exemption contained in 11 CF.R. § 116.5(b) pertains only to expenses paid by an
individual by personal credit card for his or her own travel and subsistence. Because Mr. Tullis
made expenditures for the travel and subsistence of others, the exemption provided in 11 CFR.

§ 116.5(b) does not apply and these expenditures resulted in contributioas to the Commitiee on the
date they were incurred. In addition, Mr. Tullis paid for his own expenditures with his personal
credit card and was not reimbursed for these costs within 60 days, thus his own expenditures were
contributions to the Commitiee. 11 CF.R. § 116.5(b).

The Office of General Counsel recommends that the Commission find reason to believe
that Friends of Bob Bennett Senatorial Campaign Committee, and Stanley R. De Waal, as
treasurer, violated 2 U.S.C. § 441a(f) by knowingly accepting contributions totaling $22.206 in
excess of the contribution limitations from this individual. The Office of General Counsel also




further action with respect to Mr. Tullis. See MUR 4172 (the Commission found

f

reason to believe that certain individuals had made excessive contributions under 11 C.FR.
§ 116.5, but the Commission took no further action). If the Commission adopts this
recommendation, this Office will send an admonishment letter.
C. 48-HOUR DISCLOSURE OF CONTRIBUTIONS
The Act requires the principal campaign commitiee of a candidate 10 notifiy the Clerk of
the House, the Secretary of the Senate, or the Commission, as appropriate, in writing, of any
contribution of $1,000 or more received by any authorized committee of such candidate afier the

twentieth day, but more than 48 hours before, any election. 2 U.S.C. § 434(a)(6)A); 11 CFR.
§ 104.5. Notification shall be made within 48 hours after the receipt of such contribution and shall
inchude the same of the candidete, the office sought by the casiidite, SN '
coutribuior, the date of receipt, and amount of the contribution. /d This required notification
shall be in addition to all other reporting requirements under the Act. 2 U.S.C. § 434@)6)B).
The primary and the general elections for the Senate in Utah were held on September 8,
1992 and November 3, 1992, respectively. The Act required the Commitiee to notify the
Commission of all contributions of $1,000 or more which were received between August 19, 1992
and September 6, 1992 and between October 14, 1992 and November 1, 1992, within 48 hours
after the receipt of such contributions. 2 U.S.C. § 434(a)(6)(A). The Audit Division determined

that the Committee was required to file 131 such notices but failed to file 37 notices. These 37
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contributions made between October 15, 1992 and October 20, 1992.

At the andit exit conference, the Audit staff provided the Committee representatives with
a schedule of items for which the required notices had not been filed. The Committee did not
recommended that the Committee provide an explanation and an account of any mitigating
circumstances as (0 wity the notices were not filed.

The Committee asserted that any omissions were inadvertent and that the Office of the
Secretary of the Senate had been notified of some of the unreported contributions. The Committee
asserted that it filed two reports on October 30, 1992 and November 3, 1992. According to the
Committee, its telephone reconds show that two items were faxed to the Office of the Secretary of
the Senate on cach of these dates. However, the public record shows that only one report was filed
on each of these dates. Although the Committee has been unable 1o locate copies of the faxed
items, it asserted that those items constituted a portion of the requisite 48-hour contribution
reports. The audit referral materials concluded that only one of the 37 contributions could have
been among the transmissions to the Office of the Secretary of the Senate.”’ The Office of
General Counsel recommends that the Commission find reason to believe that Friends of Bob

Bennett Senstorial Campaign Commitiee, and Stanley R. De Waal, as treasurer, violated 2 US.C.

" The Aadit Division concluded that the Commitice’s response to the Interim Audit Report only accounted for

ane of the missing notices, assaming that the faxed documents were 48-hour notices, were not retransmittals of other
notices submitted on the same day, and were timely filed notices.
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The Office of General Counsel believes that the issues relating to the payments made
under the consulting agreement and the stock repurchase agreement will have to be investigated
further. This Office secks Commission authorization to depose Senator Beanett to ask him about
agreement. For instance, it is unclear how much work was performed by Senator Bennett pursuant
to the consulting agreement. Also, substantial questions remain with regard to the timing of the
agreement since the Committee continues to argue that this agreement was contemplated as early
as January 1991 despite documentation that indicates that the separation between Senator Bennett
and Franklin was discussed much later. Additionally, the circumstances surrounding the three-
month advance should be probed since the timing of the payment and its eventual use by the
campaign suggest that a political motivation was involved in the transaction. Putlu-,thsom :
secks to depose Franklin officers and the Bank to gain additional knowledge about the loan
guarantee. Specifically, this Office will speak 1o members of the Franklin Executive Committee
who appear to have detailed knowiedge of the consulting agreement and loan repurchase
obligation. From the available documents, at this time, it appears that Arlen Crouch, the current
President of Franklin was a member of the Executive Committee and aware of the transaction with
Senator Bennett. Through discovery, this Office will seek the names of others who may have first-

hand knowledge of these transactions. This Office also will submit document requests to Senator
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1. Find reason to believe that Friends of Bob Bennett Senatorial Campaign Committee, and
Stanley R. De Waal, as treasurer, violated 2 U.S.C. § 441b by receiving prohibited contributions
from Franklin Quest Corporation through consulting payments to Senator Robert F. Bennett;

2. Find reason to believe that Senator Robert F. Bennett violated 2 U.S.C. § 441b by accepting
prohibited contributions on behalf of Friends of Bob Bennett Senatorial Campaign Committee
through consulting payments;

3. Find reason to believe that Franklin Quest Corporation violated 2 U.S.C. § 441b by making
prohibited contributions to Friends of Bob Bennett Senatorial Campaign Committee through
consulting payments to Robert F. Bennett Associates;

4. Find reason to believe that Friends of Bob Bennett Senatorial Campaign Committee, and
Stanley R. De Waal, as treasurer, violated 2 U.S.C. § 441b by receiving prohibited contributions
from Franklin Quest Corporation through a loan repurchase agreement entered into by Franklin
Quest Corporation and the First National Bank of Layton;

5. Find reason to belicve that Senator Robert F. Bennett violated 2 U.S.C. § 441b by accepting
prohibited contributions on behalf of Friends of Bob Bennett Senatorial Campaign Committee
through a loan repurchase agreement entered into by Franklin Quest Corporation and the First
National Bank of Layton;

6. Find reason to believe that Franklin Quest Corporation violated 2 U.S.C. § 441b by making
prohibited contributions to Friends of Bob Bennett Senatorial Campaign Committee through a
loan repurchase agreement entered into by Franklin Quest Corporation and the First National
Bank of Layton;

7. Find reason to belicve that Friends of Bob Bennett Senatorial Campaign Commitiee, and
Stanley R. De Waal, as treasurer, violated 2 U.S.C. § 441a(f), by receiving excessive
contributions;

8. Find reason to believe that Alan C. Ashton violated 2 U.S.C. § 441a(a)(1XA), bymahnl
excessive contributions, but take no further action;




10. Find reason to believe that Michael Tullis violated 2 U.S.C. gumﬂlm
excessive contributions, but take no further action; :

11. Find reason to believe that Friends of Bob Bennett Senatorial Campaign Committee, and
Stanley R. De Waal, as treasurer, violated 2 US.C. § 434(a)(6)A);

12. Approve the attached subpoenas to Senator Robert F. Bennett, Arlen Crouch, and Howard G.
Holt;

13. Approve the appropriate letters and the attached Factual and Legal Analyses to Friends of
Bob Bennett Senatorial Campaign Committee, and Stanley R. De Waal, as treasurer, Senator
Robert F. Bennett, Franklin Quest Corporation, Karen H. Huntsman, Alan C. Ashton and Michael
Tullis; and

14. Close the file with respect to Alan C. Ashton and Michael Tullis.

M. Noble
General Counsel

e s LW
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1. Audit referral.

2. Bennett for Senate response to Interim Audit Report.

3. Bennett for Senate memorandum o the Commission (April 26, 1995).

4. Mofpmwmmmmudmmmm

5. Press release issued by Franklin International Institute, Inc. on April 9, 1991.

6. Memorandum to Franklin International Institute, Inc. Executive Committee from Robert F,
Bennett, June 25, 1991.

7. Memorandum to Robert F. Bennett from Franklin International Institute, Inc. Executive
Committee, July 1, 1991.

8. Minutes of Franklin International Institute, Inc. Board meeting held on July 8, 1991.

9. Miscellaneous severance agreements prepared by Franklin International Institute, Inc.

10. Letter to Monica L. Kujovsky, Audit Division from the Bennett Committee, March 7, 1994,
11. Letter to Robert F. Bennett and Michael Tullis from Howard G. Holt, CEO, First National
Bank of Layton, August 2, 1994.

12. Loan Application of Robert F. Bennett to First National Bank of Layton.

13. Letter to Howard Holt, CEO, First National Bank of Layton from Arlen Crouch, President and
CEO, Franklin International Institute, Inc., February 24, 1992.

14. Letter to Robert F. Bennett from Patrick M. Floyd, Senior Vice President, First Interstate
Bank, August 3, 1994.

15. Contribution checks from Huntsman family.

16. Staff advance schedule for Michael T. Tullis.

17. Subpoena to Robert F. Bennett.

18. Subpoena to Arlen Crouch.

19. Subpoena to Howard G. Holt.

20. Factual and Legal Analysis to Friends of Bob Bennett Senatorial Campaign Committee, and
Stanley R. De Waal, as treasurer.

21. Factual and Legal Analysis to Franklin Quest Corporation.

22. Factual and Legal Analysis to Senator Robert F. Bennett.

23. Factual and Legal Analysis to Alan C. Ashton.

24. Factual and Legal Analysis to Karen Huntsman.

25. Factual and Legal Analysis to Michael Tullis.
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FROM:
DATE: MAY 28, 1996
SUBJECT:

NOR 4208 - FIRST GENERAL COUNSEL'S REPORT
DATED MAY 21, 1996.

The above-captioned document was circulated to the Commission
on: WEDNESDAY, MAY 22, 1996 at 4:00 p.m=.

S

T

Objection(s) have been received from the Commissioner(s) as
indicated by the name(s) checked below:

8 30

/

) Commissioner Aikens
< Commissioner Elliott XXX
o Dasmaissionar MRS

Commissioner Potter
Commissioner Thomas

M*wilhpheedmh-lh“ﬁr




Marjoric W. Emmons
Secretary to the Commission

Lawrence M. Noble
General Counsel

Kim Bright-Coleman ‘ﬂ/v.‘a.‘p"—'
Associate General Counsel

SUBJECT: MUR 4208

This Office requests that the Commission hold over discussion on MUR 4208 from the
Executive Session scheduled for June 6, 1996, to the Executive Session scheduled for the week
of June 10, 1996. The staff member assigned to this matter will be out of the Office in training
on the date for which this matter is currently calendared.




Michael Tullis.

I, Marjorie W. Emmons, recording secretary for the Federal
Election Commission executive session om June 25, 1996, do
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2l Rlection Commission

tification for MUR 4208

25, 19%6

b)

Find reason to believe that Senator
Robert ¥. Bennett violated 2 U.8.C

§ 441b by accepting prohibited
contributions on behalf of Friends of
Bob Bennett Senatorial Campaign Committee
through consulting payments.

Find reason to believe that Franklin
Quest Corporation violated 2 U.8.C.

§ 441b by making prohibited comtributions
to Friends of Bob Bennett Sematorial
Campaign Cosmittee through consulting
payments to Robert F. Bennett Associates.

Find reason to believe that Friends of
Bob Bennett Senatorial Campaign Committee
and Stanley R. De Waal, as treasurer,
violated 2 U.S.C. § 441b by receiving
prohibited contributions from Franklin
Quest Corporation through a loan
repurchase agreement entered into by
Franklin Quest Corporation and th- First
National Bank of Layton.

Find reason to believe that Semator
Robert F. Bennett violated 2 U.5.C § 441b
by accepting prohibited comtributiomns on
behalf of Friends of Bob Bennett
Senatorial Campaign Committee

loan repurchase agreement entered i.lto by
Franklin Quest Corporation and the First
National Bank of Layton.

Pind reason to believe that Franklin
Quest Corporation violated 2 U.8.C

§ 441b by making prohibited contributicnms
to Priends of Bob Bennett Sematorial
Campaign Committee through a loan
repurchase agreement entered into by
Franklin Quest Corporation and the First
National Bank of Layton.

(continued)




" Federal Election Commission
Certification for MUR ‘I“
June 25, 1996

Commissioners McGarry and m vﬁ-
affirmatively for the

Commissioners Aikens and Elliott
Commissioner McDonald was not

following actioms:

a) Pind reascn to believe that Friends
of Bob Bemnett Sematorial
Committee and Stanley R. De Waal, as
treasurer, viclated 2 U.S.C. § 44la(f)
by receiving excessive comntributions.

¥ind reason to believe that Alam C.
Ashton viclated 2 U.S.C. § 441af(a) (1) (A)
by making excessive comtributioms, but
take no further actiom.

On
N

o
™
o)

Find reason to believe that Karem H.
Huntsman viclated 2 VU.S8.C.

§ 44la(a) (1) (A) by making axcessive
contributions.

Find reason to beliesve that Michasl
Tullis viclated 2 U.S5.C. § 441afa) (1) (A)
contributions

»

970437/

Find reason to believe that Friends of
Bob Bennett Sematorial Campaign Committee
and Stanley R. De Waal, as tresasurer,
violated 2 U.S.C. § 434(a) (6) (A).

Commissioners Aikens, Elliott, McGarry, and
Thomas voted affirmatively for the decisiom.
Commissioner McDonald was not present.

(continued)




1l Election Commission
fication for MUR 4208
25, 199%6

Decided by a vote of 4-0 to

a) Reject recommendation number 12 in
the General Cocunsel's report dated
May 21, 1996.

Approve appropriate letters and
appropriate Factual and Legal
Analyses to Friends of Bob Bemnett
Senatorial Campaign Committee and
Stanley R. De Waal, as treasurar,
Karen H. Buntsman, Alan C. Ashtom,
and Michael Tullis.

Close the file with respect to Alaam C.
Ashton and Michael Tullis.

(-
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Commissioners Aikens, Elliott, McGarry, and Thomas
voted affirmatively for the decision. Commissioner
McDonald was not present.

Attest:

970437
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@b‘-‘ﬁ. 1996, the Federal Election Commission found that there is reason to believe
“““h”hﬂ&ﬂhﬂ'ﬁ“’)ﬂm.
weasurer, violated 2 U.S.C. §§ 441a(D) and 434(a)6)(A), provisions of the Federal Election

Act of 1971, 2 amended. The Factual and Legal Analyss. which formed s basis for

pre-probable cause conciliation, you should so request in
lhmﬁndhumh@dhu
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This matter will remain confidential in accordance with 2US.C. §
w*m-ﬁh&“h*hmﬂkwuh
made public.

For your information, we have enclosed a brief description of the Commission’s
procedures for handling possible violations of the Act. If you have any questions, please contact
Peter Blumberg, the attorey assigned to this matter, at (202) 219- 3690.
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This matter was generated by information obtained by the Federal Election

" Commission (‘the Commission") in the normal course of carying out it supervisory

%

' responsibilities pursuant t the Federal Election Campaign Act of 1971, as amended. 2

' tf':.__s.c.um(.xz; This matter is related to the audit of Friends of Bob Bennett
_ﬂmmmmammmq
»ﬁ. FACTUAL AND LEGAL ANALYSIS
A EXCESSIVE CONTRIBUTIONS b
10 Act saites s me purson mey sk coibiusiods te ey omilidets sl il 50
political committees with respect to any election for Federal office :
; ﬁuhuwmnm 2US.C. § 44la(a)(1)X(A). No candidate or
m«—buwwqmumum
m 2USLC. § 441a(f). Furthermore, no officer or employee of a political
_‘Mﬂbﬂym-mnﬂhhhﬂtmmoﬁ
~ “uw-ﬁqwuhﬂ&am.mmhmnd
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" sepasle vaiing. 11 C.FR. § 110.1(k). If s contribution made by more than ofiépeion
does not indicate the amount to be attributed to each contributor, the contribution shall be

attributed equally to each contributor. Jd. If a contributicn to a candidate or political
committee, cither on its face or when aggregated with other contributions from the same
contributor, exceeds the limitations on contributions, the treasurer of the recipient
political committee may ask the contributor whether the contribution was intended to be a

joint contribution by more than one person. Id.

A contribution shall be considered to be reattributed to another contributor if: (1)
the treasurer of the recipient political committee asks the contributor whether the
contribution is intended to be a joint contribution and informs the contributor that he or
she may request the return of the excessive portion of the contribution; and (2) within 60
days from the date of the treasurer’s receipt of the contribution, the contributors provide
the treasurer with a written reattribution of the contribution, which is signed by each

97043783044

contributor, and which indicates the amount to be attributed to each contributor if equal
attribution is not intended. Id.
Contributions which on their face exceed the contribution limitations may be
deposited in a campaign depository. 11 C.F.R. § 103.3(b)(3). If any such contribution is
deposited, the treasurer may request redesignation or reattribution of the contribution by

the contributor. Jd. If a redesignation or reattribution is not obtained, the treasurer shall



campaign depository for such contributions or maintain sufficient funds to make all such
refunds. Id.

The referral materials disclose that 18 contributions from 16 contributors

totaling $1 1,450 were made in excess of the contribution limitations. Checks drawn on

joint accounts were attributed to account holders who had not signed the contribution
checks; and the Committee's treasurer did not obtain signed reattributions or
redesignations for these checks. Five of the excessive contributions were drawn from
joint accounts; however, only one account holder of each respective joint account signed
the contribution check. Furthermore, the Committee failed to obtain redesignations from
mmmmmm‘dmmmcﬂ
One individual, Alan C. Ashton, made excessive contributions totaling $2,250.

The Audit Division's examination of the Committee's records did not reveal any

$7 0437 83048

evidence of written reattributions or redesignations for any of the excessive contributions,
the existence of a separate account for excessive contributions or any attempt to monitor
amounts required 1o be held in the Commiittee’s regular accounts. At the time of the
audit, none of the excessive contributions had been refunded.
The Commitiee asserted in response to the Interim Audit Report that refonds had

been or would be defivered 10 11 of the contributors and the Committee submitted copies
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for checking the source of contributions drawn on joint accounts and seeking
reattributions and redesignations. Generally, the Audit Division found few reattribution
or redesignation letters during the audit.

Therefore, there is reason to believe that Friends of Bob Bennett Senatorial
Campaign Committee, and Stanley R. De Waal, as treasurer, violated 2 U.S.C. § 441a(f)
by accepting excessive contributions.

2. Contributions from Minors

Minor children may make contributions to political committees if the decision to
contribute is voluntary, the contributed funds are owned or controlled by the child, and
the contribution does not constitute the proceeds of a gift whose purpose is to provide
funds for the contribution. 11 C.FR. § 110.1G)(2).

Karen H. Huntsman was associated with eight $1,000 contributions which
collectively would result in an excessive contribution if all the contributions were
attributed to her. Ms. Huntsman made two $1,000 contributions designated for Senator
Bennett’s primary and general election campaigns on October 2, 1992. The checks were
written from an account held jointly by her and her husband, Jon Huntsman. On the same

date, six $1,000 contributions were made to Senator Bennett's primary and general
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the accounts share her sumame and the Committee reported their occupations as students
on its disclosure reports. The address on the checks was the same as that of the business
address of Mr. Huntsman. Ms. Huntsman signed two of the six contribution checks, and
the other four contribution checks were signed by 2 third person who appears to be the
family accountant.' In response to audit inquiries conceming these funds, the Committee
refunded the contributions *

Because the Committee did not provide any information on the contributions
surrounding these transactions.” For example, it is unclear whether the other individuals
on the accounts are in fact Ms. Huntsmen's children, whether they are minors, and, if so,
whether the contributions weye made knowingly and voluntarily. 11 CFR § 110.1G)X2).
The source of the funds used to make the contributions is also unknown. However, Utah
adopted the Uniform Transfers to Minors Act which requires that custodians be

designated for certain accounts beld for minors. Utah Stat. Ann. 75-5a-101 ef seg.

y Jon Huntsman made 3 contribution to the Commitiee an October 2, 1992 2s well. Additionally,
Jon, Kaven, James, Jennifer, and Mark Hunstman il made contributions 1o the Bush-Quayle 92 Primary
Committee on April 6, 1992
3 The refunds were made with cashier’s checks. however, and therefore, # is not possible 1o
“hﬁ“-ﬂ.‘&_ﬂhubdﬁu
Judging from the face of the checks, & appears that alll three cusiodial accounts had beea open 11-
23 mouths prior to the subject contributions 2nd 11-30 other checks had been writien on the accounts prior
to the sabject coatributions.
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 Therefore, in the absence of information from the Committee establishing that the
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contributions were lawfully made by the other individuals on the accounts, the
contributions are attributable to Ms. Huntsman. See 11 C.F.R. § 110.1(i)(2); Genesal
Counsel’s Report in MURs 4252, 4253, 4254, and 4255, dated April 4, 1996. When
these contributions are aggregated with her prior contributions to the Committee, it
appears that Ms. Huntsman has made contributions in excess of the contribution limits. 2
US.C. § 441a(a)(1XA). Additionally, it appears that the Committee has accepted these
excessive contributions.

Therefore, these is reason to belicve that Friends of Bob Bennett Seaatorial
c—ipc—-;-usaky&new&-m.mzumsmm
UW*MMHM

3. Staff Advances

The payment by an individual from his or her personal funds for the costs
incurred in providing goods or services to, or obtaining goods or services that are used by
or on behalf of a political committee is a contribution. 11 C.F.R. § 116.5(b). However,

two exemptions exist. First, an individual may spend an aggregate of $1,000 per election

for personal transportation expenses on behalf of a candidate before such expenditures are

considered coniributions. 11 C.F.R. §§ 100.7(b)(8) and 116.5(b). Second, advances of
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11 CFR. § 116.5(b); see also, Explanation and Justification for 11 C.F.R. § 116.5(b), 55
Fed. Reg. 26382-83 (June 27, 1989). If the individual's transportation and subsistence
expenses are paid by personal credit card, they must be reimbursed within 60 days after
the closing date of the billing statement on which the charge first appears, or if a personal
credit card was not used, within 30 days after the date on which the expenses were
incurred. id. When an individual incurs expenses for the subsistence of others, a
contribution occurs at the time the financial obligation is incurred, regardiess of when the
payment is due or when the individual pays the debt. 11 C.F.R. § 116.5; see also,
Explanation and Justification of 11 C.F.R. § 116.5(b), 55 Fed. Reg. 26382 (June 27,
1989). ‘
.mmmmusjwm-wmuu
general rules govemning contributions for an individual's personal transportation expenses,
and for usual and normal subsistence expenses of an individual who is not a volunteer.
11 CFR § 1165, 55 Fed. Reg. 26382-3 (June 27, 1989). The Commission also adopted
section 116.5 out of concem that during critical periods in a campaign when an
authorized committee is experiencing financial difficulties, individuals may attempt 10
reimbursement for substantial periods of time. Explanation and Justification for 11
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The referral materials demonstrate that Michael Tullis, the Committee’s
Custodian of Records, made excessive contributions resulting from the untimely
reimbursement of his expenses. See Attachment 1 (schedule of contributions). Mr. Tullis

made advances through the use of his personal credit card to the Committee for his travel

and subsistence expenses, the travel and subsistence expenses of others, campaign office

f: expenses, media expenses, and other misceilaneous items. On June 1, 1992, Mr. Tullis'
o outstanding credit balance was at its highest level, totaling $22,206.* Four charges for
: newspaper advertising totaling $21,109 and one charge for the purchase of a computer
i~ constitute the majority of the $22,206. At the time the audit was conducted, no expense
e soinisinnt saguests wass antatnding. At axkt chulmece, Mc. Thilie il b
; that e had made an error in judgment in using his personal credit card 1o pay Commities
r~ expenses and that he was unable to demonstrate that he had made no excessive

O

contributions.
The Committee asserted that it reimbursed Mr. Tullis for his expenses before
they became contributions under 11 C.FR. § 116.5(b). The Committee also asserted that

4

‘The calculation of Mr. Tullis’ contributions inciuded an adjustment to recognize his $1,000
contribution limit 10 the primary campaign. The coatributions at issue took place during the primary
$1.000 travel exemption was not credited to the specific contributions made at the highest outstanding
balance level because those expenditures were not travel-relsted.



“hwm%hh%ﬁl-ﬁ

The exemption contained in 11 C.F.R. § 116.5(b) pertains only to expenses paid
by an individual by personal credit card for his or her own travel and subsistence.
Expenses for other individuals made for travel and subsistence are contributions on the
date incurred. Because Mr. Tullis made expenditures for the travel and subsistence of

others, the exemption provided in 11 C.F.R. § 116.5(b) does not apply and these

i expenditures resulted in contributions to the Committee. In addition, Mr. Tullis paid for
= his own expenditures with his personal credit card and was not reimbursed for these costs
: within 60 days, thus his own expenditures were contributions to the Committee.

I~ 11 CFR § 116.5().

& Therefore, there is reason to believe that Friends of Bob Bennett Senatorial

; Campaign Committee, and Stanley R. De Waal, as treasurer, violated 2 U.S.C. § 441a(f)
~ by knowingly accepting contributious totaling $22,206 in excess of the contribution

O

B. 48-HOUR DISCLOSURE OF CONTRIBUTIONS
The Act requires the principal campaign committee of a candidate to notify the
Clerk of the House, the Secretary of the Senate, or the Commission, as appropriate, in
writing, of any contribution of $1.000 or more received by any authorized committee of

such candidate afier the twentieth day, but more than 48 hours before, any election.
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other reporting requirements under the Act. 2 U.S.C. § 434(a)(6)(B).
The primary and the general elections for the Senate in the state of Utah were
held on September 8, 1992 and November 3, 1992, respectively. The Act required the
Committee to notify the Commission of all contributions of $1,000 or more which were

received between August 19, 1992 and September 6, 1992 and between October 14, 1992

: and November 1, 1992, within 48 hours afier the receipt of such contributions. The Audit
o Division determined that the Committee was required to file 131 such notices but failed
: to file 37 notices. These 37 contributions total $649,001.°

I~ At the audit exit conference, the Audit staff provided the Committee

5 representatives with a scheduie of items for which the required notices had not been filed.
: The Committee did not explain why the notices had not been filed for these contributions.
M~ The Interim Audit Report recommended that the Committee provide an explanation and
[+ N

an account of any mitigating circumstances as to why the notices were not filed.
‘The Committee asserted that any omissions were inadvertent and that the Office
of the Secretary of the Senate had been notified of some of the unreported contributions.

The Committee asserted that it filed two reports on October 30, 1992 and November 3,

¥ Of these 37 contributions, six contributions totaling $600,000 were made by the Candidate. The
Committee also failed to timely file six notices for contributions totaling $10,000 in connection with the
pre-primary period and 22 notices for non-candidate contributions made between October 15, 1992 and
October 20, 1992.



~ contribution schedules were faxed to the Office of the Secretary of the Se
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ﬁﬁi—um-&»mmd |
it asserted that those items constituted a portion of the requisite 48-hour contribution
reports. The audit referral materials concluded that only one of the 37 contributions
could have been among the transmissions to the Office of the Secretary of the Senate.®
Therefore there reason to believe that Friends of Bob Bennett Senatorial Campaign

Committee, and Stanley R. De Waal, as treasurer, violated 2 U.S.C. § 434(a)(6)(A) by

failing to report 37 campaign contributions of $1,000 or more which were received afer
the twentieth day, but more than 48 hours before the primary and general election, within
48 hours of receipt of the contributions.

83053
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The Audit Division found that the Committee’s response 1o the Interim Audit Report only
accounted for one of the missing notices, assuming that the faxed documents were 40-hour notices, were
not retransmittals of other notices submitted on the same day, and were not timely filed notices.
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This matter will remain confidential in accordance with 2 U.S.C. § 437g(a)(4)(B) and
Q-‘Khllllm uniess you notify the Commission in writing that you wish the investigation to be

For your information, we have enclosed a brief description of the Commission’s

procedures for handling possible violations of the Act. If you have any questions, please contact
Peter Blumberg, the attorney assigned to this matter, at (202) 219- 3690.
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L BACKGROUND :

This matter was generated by information obtained by the Federal Election
Commission (“the Commission™) in the normal course of carrying out its supervisory
responsibilities pursuant to the Federal Election Campaign Act of 1971, as amended. 2
US.C. §437g(a)(2). This matter is related to transactions between Karen H. Huntsman
and Friends of Bob Bennett Senatorial Campaign Committee fk/a Bennett for Senate
("the Committee™).

. EXCESSIVE CONTRIBUTIONS

The Act states that no person may make contributions to any candidate and his ’
é‘umwﬁdmﬂmnqﬁﬁhmm
which, in the aggregate, exceed $1,000. 2 US.C. § 441a(a)(1)A). No candidate or
political committee shall knowingly accept any contribution that exceeds the contribution
limitations. 2 U.S.C. § 441a(f). Furthermore, no officer or employee of a political
committee shall knowingly accept a contribution made for the benefit or use of a
candidate, or knowingly make any expenditure on behaif of a candidate, in violation of
any fimitation imposed on contributions and expenditures. id




"~ funds for the contribution. 11 CF.R. § 110.1G)2).

Karen H. Huntsman was associated with cight $1,000 contributions which
collectively would result in an excessive contribution if all the contributions were
attributed 10 her. Ms. Huntsman made two $1,000 contributions designated for Senator
Bennett’s primary and general election campaigns on October 2, 1992. The checks were
written from an account held jointly by her and her husband, Jon Huntsman. On the same
date, six $1,000 contributions were made to Senator Bennett's primary and general
election campaigns from three separate accounts on which Ms. Huntsman appears on the
check as the account custodian on behalf of three others individuals, James H. Huntsman,
Jennifer Huntsman, and Mark H. Huntsman. The six contributions at issue appear to be
drawn on custodial accounts held for Ms. Huntsman’s children. The other individuals on
the accounts share her summame and the Committee reported their occupations as students -
on its disclosure reports. The address on the checks was the same as that of the business
address of Mr. Huntsman. Ms. Huntsman signed two of the six contribution checks, and
the other four contribution checks were signed by a third person who appears to be the
family accountant.' In response to audit inquiries concerning these funds, the Committee

refunded the contributions.’

: Jon Huntsman made a contribution to the Committee on October 2, 1992 as well. Additionally,
Jon, Karen, James, Jennifer, and Mark Hunstman ali made confributions wo the Bush-Quayle *92 Primary
Committee on April 6, 1992.

: The refimds were made with cashier’s checks, however, and therefore, it is not possible to
determine whether the checks were cashed or if the Committee asked the bank to cancel the checks.




The source of the funds used to make the contributions is also unknown. ll--.ui
mﬁw—rﬂumm“mum

designated for certain accounts held for mizors. Uﬂ!&A-.?S—S.-IOlm

(1995). If these accounts were established for her minor children, Ms. w“
M*ﬂhmﬂﬂimhmdﬂuﬂ

authority to make contributions to the Committee. Utsh Stat. Ann. 75-Sa-112(2) (1995)

8 3058

Therefore, in the absence of information from the Committee Ede

/

contributions were lawfully made by the other individuals on the accounts
Mn“blﬁl—n See 11 CFR §110.13 " eneral
Counsel’s Reportin MURS 4252, 4253, 4254, and 4255, dated April 4, 199 : '
ose contibitions ase aggrogated with her prior contributions nuc—&#a

97043

appears that Ms. Huntsman has made contributions in excess of the contribution limits. 2

US.C. § 441ala)(1XA) M.imhhmh*-
excessive contributions.

. *hhhdﬁ“imhﬂhwﬂm%“u-
n—n#-u-&:—n—-uu-n*mumm-hmpﬁ
1o the subject contributions.
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Legal Analysis, which formed a basis for the Commission's finding, is
information.

Please be advised that your total amount of contributions violated the co

imitation at 2 U S.C. § 441a(@)(1XA). The Commission reminds you that “ads

The file will be made public within 30 days after this matter has
to all other respondents involved. You are advised that the cc ntiality
§ 437g(a)(12)(A) remain in effect with respect to all respondents still inv

If you have any questions, please contact Peter Blumberg, the at
matter, at (202) 219-3690.




This matter was generated by information obtained by the F
Commission (“the Commission”) in the normal course of carrying out its st

wp—-nummm mmm.-m 2
US.C. § 437g(a)(2). This matter is related 1o transactions between Michae! Tullis and
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IL  EXCESSIVE CONTRIBUTIONS
mumhnmmnﬁmbq

/

which, in the aggregate, exceed $1,000. 2US.C. § 441a(a)(1)(A). No
*mﬂ“ww“ﬂ“hm
limitations. 2 U.S.C. § 441a(f). Furthermore, no officer or employee of a political
committee shall knowingly accept a contribution made for the benefit or use of a
candidate, or knowingly make any expenditure on behalf of a candidate, in violation of
any limitation imposed on contributions and expenditures. /d
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considered contributions. 11 C.F.R. §§ 100.7(b)(8) and 116.5(b). Second, advances of

personal funds will not be considered contributions if they are for the individual's
personal transportation expenses or for the usual and normal subsistence expenses of the
individual who is not a volunteer, where such expenses are incurved while the individual
is traveling on behalf of a candidate or a political committee of a political party.
11 CFR. § 116.5(b); see also, Explanation and Justification for 11 CFR. § 116.5(), 55
Fed. Reg. 26382-83 (June 27, 1989). If the individual's transportation and subsistence
expenses are paid by personal credit card. they must be reimbursed within 60 days after
b*ﬁhdﬁ*muﬂhhh“-ﬁlﬂ
il col ang U S i 30 s s i e am which e cxpemensivin®
incurred. /d. When an individual incurs expenses for the subsistence of others, 2
contribution occurs at the time the financial obligation is incurred, regardless of when the
payment is due or when the individual pays the debt. 11 CFR. § 116.5; see also,
Explanation and Justification of 11 CF.R. § 116.5(b), 55 Fed. Reg. 26382 (Jume 27,
1989).

The Commission intended section 116.5 o provide a limited exception to the
gencrai rules governing contributions for an individual' personal transportation expenses,
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wmb“h—ﬂ difficulties, Hvilnh m“.

reimbursement for substantial periods of time. Explanation and Justification for 11
CF.R. § 1165, 55 Fed. Reg. 26382-3 (June 27, 1989); see aiso MUR 1349 (stating that
the Commission found probable cause to believe that the Reagan for President
Committee violated 2 U.S.C. § 441a(f) by waiting 81 days to reimburse a volunteer who
paid $18,713 in expenses on behalf of the committee).

The referral materials demonstrate that Michael Tullis, the Committee’s
Custodian of Records, made excessive contributions resulting from the untimely
reimbursement of his expenses. See Attachment 1 (schedule of contributions). Mr. Tullis
made advances through the use of his personal credit card to the Commitiee for his travel
and subsistence expenses, the travel and subsistence expenses of others, campaign office
expenses, media expenses, and other miscellaneous items. On June 1, 1992, M. Tullis’
outstanding credit balance was at its highest level, totaling $22,206.' Four charges for
newspaper advertising totaling $21,109 and one charge for the purchase of a computer
constitute the majority of the $22,206. At the time the audit was conducted, no expense
reimbursement requests were outstanding. At the exit conference, Mr. Tullis indicated

; The calculation of Mr. Tullis’ contributions included an adjustment to recognize his $1,000

contribution limit to the primary campaign. The contributions at issue took place during the primary

campaign, thus his general election contribution limit was not applied against the contributions. The

$1,000 travel exemption was not credited to the specific contributions made at the highest outstanding
balance level because those expenditures were not travel-related.
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expenses and that he was unable
P RAR S
M EITRR

e Conlioss asactiod that it ek Mr. Tullls o his epanset Sl
they became contributions under 11 C.F.R. § 116.5(b). The Comsittee slso asseried that
the Audit staff incomrectly used the date the expenses were incurred rather than the
closing date of the credit card statement on which the charges first appear in evaluating
whether the expenses were contributions to the Commitice. When such information was
available, the Audit Division used the closing date of Mr. Tullis’ credit card statement to
determine whether his own travel and subsistence expenditures were contributions.

The exemption contained in 11 CF.R. § 116.5(b) pertains only to expenses paid
by an individual by personal credit card for his or her own travel and subsistence.
Because Mr. Tullis made expenditures for the travel and subsistence of others, the
exemption provided in 11 CF.R. § 116.5(b) does not apply and these expenditures
sevnbiud i ocuibuiions % the Commities o the date thay wive incwod.. In sl S
reimbursed for these costs within 60 days, thus his own expenditures were contributions
to the Committee. 11 C.FR. § 116.5(b).

Therefiore there is reason to believe that Michael Tullis violated 2 U.S.C.

§ 441a(1)(A) by making contributions totaling $22,206 in excess of his individual




determined to take no further action and closed its file as it pertains to you. The Factual and

Legal Analysis, which formed a basis for the Commission's finding, is attached for your
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Orem, UT 84058

L BACKGROUND

This matter was generated by information obtained by the Federal Election
Commission (“the Commission”) in the normal course of carrying out its supervisory
responsibilitics pursuant to the Federal Election Campaign Act of 1971, as amended. 2
US.C. § 437g(a)(2). This matier is related to transactions between Alan C. Ashton and

Friends of Bob Bennett Senatorial Campaign Committee fk/a Bennett for Senate (“the
Committee”™).

83 0456
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.. . W EXCESSIVE CONTRIBUTIONS
The Act states that no person may make contributions t0 any candidate and his

or her authorized political committees with respect to any election for Federal office

7043

which, in the aggregate, exceed $1,000. 2 U.S.C. § 441a(a)(1)(A). No candidate or

 political committee shall knowingly accept any contribution that exceeds the contribution
fimitations. 2 U.S.C. § 441a(f). Furthermore, no officer or employee of a political
committee shall knowingly accept a contribution made for the benefit or use of a
candidate, or knowingly make any expenditure on behalf of a candidate, in violation of
gmwummm d
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‘sitributed equally to each contributor. Jd. If a contribution to a candidate or political
committee, either on its face or when aggregated with other contributions from the same
contributor, exceeds the limitations on contributions. the treasurer of the recipient

political committee may ask the contributor whether the contribution was intended to be 2

joint contribution by more than one person. /d.

A contribution shall be considered to be reattributed to another contributor if: (1)

the treasurer of the recipient political committee asks the contributor whether the

830457

contribution is intended to be a joint contribution and informs the contributor that he or

/
1

she may request the retumn of the excessive portion of the contribution; and (2) within 60
days from the date of the treasurer’s receipt of the contribution, the contributors provide
the treasurer with a written reattribution of the contribution, which is signed by each

contributor, and which indicates the amount to be attributed to each contributor if equal

970 43

attribution is not intended. /d.
Contributions which on their face exceed the contribution limitations may be
deposited in a campaign depository. 11 CF.R. § 103.3(b)(3). If any such contribution is
deposited, the treasurer may request redesignation or reattribution of the contribution by
the contributor. /d. If a redesignation or reattribution is not obtained, the treasurer shall

refund the contribution to the contributor within 60 days of the treasurer’s receipt of the



f“muum«mmanawmmvﬁ
refunds. Id.

The sudit materials disclose Alan C. Ashton made excessive contributions
totaling $2,250. The Audit Division's examination of the Committee’s records did not
reveal any evidence of written reattributions or redesignations for the excessive

contributions At the time of the audit, none of the excessive contributions had been

refunded. The Commitiee subsequently submitted copies of refund checks for the

contributions, however, the refunds were not timely.

It appears that the Committee accepted and Mr. Ashton made excessive
contributions. Therefore, there is reason to believe that Alan C. Ashton violated 2 US.C,
§ 441a(a)(1)X(A) by making excessive contributions to the Committee




The Commission

. Lawrence M. Noble
General Counsel

BY: Kim Bright-Coleman mc“

Associate General Counsel

Lorenzo Holloway 4M
Assistant General Counsel

On

Vs Peter G. Blumbcrg“s

& Attormey

™ SUBJECT: MUR 4208 — Senator Robert F. Bennett and Franklin Quest Co.
(+ 8]

/

On June 25, 1996, the Commission considered the First General Count
rehedtomnﬂnrefunlofl-‘nmdsofﬁabmwﬂ*f'
(“the Committee™). The Office of General Counsel recom ec
find reason to believe that Senator Robert F. Bennett and Franklin Quest
US.C. § 441b. However, ﬁncmmm&iulpntz-!’
Robert F. Bennett and Franklin Quest Co. were not named in any othe:

970 43

Cmmmd:dnmmmammnhhﬁﬂwr
respondents. Therefore, the Office of General Counsel recommends that the :
Commission close the file for these two respondents.

RECOMMENDATION

Close the file as it pertains to Senator Robert F. Bennett and Franklin Quest Co.

Celebrating the Commission’s 200h Anniversary

YESTERDAY, TODAY AND TOMORROW
DEDICATED TO KEEPING THE PUBLIC INFORMED



Company, as recommended in the General Counsel's
dated July 15, 1996.

83 07C¢C

Commissioners Aikens, Elliott, M

Thomas “ Mnly for the mmun.

972 0 4 3 /

parey

Date

Received in the Secretariat: Mon., = July 15,
Circulated to the Commission: Monm., 15, 3
Deadline for vote: Thurs., July 10,
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arrangement

Juzie 25, mnmmuuumm- '
votes 1o find reason to believe that Franklin violated 2 US.C. § 441b.
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Celebwating the Cornm:ssion’s 20th Anniversary

YESTERDAY, TODAY AND TOMORROW
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Wilmer, Cutler & Pickering

2445 M Street, N.W,
Washington, D.C. 20037-1420
TELEPHONE: (202) 663-6000

The above-named individual is hereby designated as my
counsel and is authorized to receive any notifications and other
communications from the Commission and to act on my behalf before
the Commission.

/ b,

Karen H. Huntsman

500&!11:_1!.1

Salt Lake City, UT 84108

(801) 583-5059

(801) 532-5200
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VIA FACSIMILE AND FIRST CLASS MAIL

Dennis M. Flannery, Esq.
Margaret Ackerly, Esq.
Wilmer, Cutler & Pickering
2445 M Street, N.W.
Washington, D.C. 20037-1420

Dear Mr. Flannery and Ms. Ackerly:







amttu.mmklm.tmnm“ _
established in December 1991, well before the &mxmm A
mmwmmmnmmm |
entered adulthood. mmumm—mmn

mmmmmmm uwmm

«©

~ math-cutodimforthtmtm.dnmumly

o kept the children apprised of disbursements and satisfied herself
" that the disbursements were made with their knowledge and

a4 consent . mwm:mwmmccmisnm-h
:} :oxnm.. various a-uy discussions m @ Bennett, a
- mmmm-nnnxnmmm m—-ﬂ—
N mmmmmmummmumam

(@

children.

As reflected in the Factual and Legal Analysis that
accompanied the Commission’s letter, all of the contributions at
issue have been refunded by the Bennett for Senate Committee.
However, as Wbelaw. Mrs. Huntsman was unaware of this
unti] ‘She received the Commission's letter. The refund checks =




The Huntsman family of Salt Lake City, Utah, is well-
known for its charitable and humanitarian philanthropy, as well
as its involvement in the political arena. Mmhmh‘ ;
the enclosed articles from USA Today, Chemical Week, m
'nndw {(Attachments A, B, C, and D), Jonm—n
and his family have a deep-seated moral commitment to giving back
to the community. They have donated enormous sums of money for
myriad causes, including homelessness, emvironmental concerus,

83079

;,

w tht M’hl a Mmiu:y to be aware cf mm
Mimimlimlndtotmmactiu mlcinmin
to worthy causes. ey
The W children have been aware from an early age
of the importance of public service and political office. In the
early 1970's, Mr. Huntsman sexrved as a staff secretary to
President Nixon; his eldest son, Jon Jr., has been a staff
mtommmmmmm: to Singapore.
As the enclosed photographs show, the Huntsman children are :IE

97 043
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household. Attachment I, Affidavit of Karen Huntsman at § 4;

Attachment J, Affidavit of James Huntsman at § 8; Attachment K,

Affidavit of Jennifer Parkin (nee Huntsman) at § 7. In 1984, Mr.

and Mrs. Huntsman took the family to the Republican Natiomnal
Convention in Dallas. Attachment I, Affidavit of Karen Huntsman

at § 4. The senior Huntsmans have supported many candidates over

the years whose positions on important issues reflect the

Huntsmans’ own. As with charitable and humanitarian causes, the
children were taught and believe that it is important to give

financial support to candidates who share the family’s values.

83 038C

B. The Contributions

;; In December 1991, Mr. and Mrs. Huntsman established -
~r trust accounts in amounts exceeding for each of their
O three youngest children with the proceeds from certain family
B businesses. Attachment I, Affidavit of Karen Huntsman at { 6.
(e N

The money was set aside to provide for the children’s needs as

they entered adulthood. Signatory power over the accounts was

vested in Mrs. Huntsman

and certain executives of the Huntsman
company. The accounts established for James and Jennifer were

closed in December 1995 and July 1994, respectively, and the

remaining funds transferred to them. Attachment I, Affidavit of

Karen Huntsman at { 7; Attachment J, Affidavit of James Huntsman
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mmummm1mwimaumﬂu'
satisfy herself that the disbursements were made with their

knowledge and consent. Attachment I, Affidavit of Karem m
at ¥ 9.

Turning specifically to the coutr!hutiann to the
Bennett for meo Campaign, Mr. Bennett :l.s a neighbor of the
Huntsmans’, a m of their church, and a !a-ily friend.
Attachment I, Affidavit of Karen Huntsman at % 10; lu:t.m :,
Affidavit ata—mlu:m at § 10; ar.ud-n: K, utunﬂtff

8308

e ——

r. nam m—-n discussed llg humoevs nsz
mmmummuu_p—- mm.ﬁ
Mark. Attachment I, Affidavit of Karen Buntsman at Y 10; ]
Attachment J, APfidavit of James Huntemsn at 1Y 10, 11;

Attachment K, Affidavit of Jemnifer Parkin at {1 10. All three

970437
=
=
s

children knew Mr. Bemmett and wished to contribute to his
oML Skl A 31, snd Jeanifer, thes 19, supported Mr.
Bennett nnd-ntdtamhinchcted Attachment J, mmz
of James m at 99 10, 11; Attachment K, Affidavit of



Affidavit of Karen Hunteman at § 5. Mark wanted to help Mr.
Bennett, whom he considers a friend. Attachment L, Affidavit of
Mark Huntsman at § 4. Mrs. mmmtmm

to give Mr. m:mmtmotmﬁmm
Jennifer. Attachment I, Affidavit of Karen Huntsman at ¥ 11.
Mrs. Huntsman wrote out the checks for Mark’s contribution.
Michael Smith, the Huntsman family accountant, signed the checks
for James’ and Jennifer’s contributions. Mr. Smith sent the

830132

checks to the Bennett campaign.

Mrs. Huntsman did not know until ghe received the
.M.mmhlhnhtt.rthntiulmmm
cwa:lgn had refunded the trust account contributions.
Attachment I, Affidavit of Karen Huntsman at ¥ 12. '.l‘hnnm
umwmamwmmmm
of the company put them away in a file for safekeeping without
notifying Mrs. Huntsman. After Mrs. Eunt-nibccanmr-ot tliq
refunds through the reason to believe letter, the cashiers checks
mloutoduﬂmtedtothebankuponﬁhichthcyhadm
drawn. The bask honored the checks, and Mrs. Huntsman directed

bl ,_..1._‘. <

$2,000 each to James and Jennifer and d-po-i.tod $2,000 back hi:o

970437/
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ll«‘u(n) (1) (A); 11 C.F.R. 5110.1(b). Althnugh her name
mthcmmamtmtmfo:a‘m. Jm&!u

mmk.tm.mmcum-mmm nol:hﬁi,

A. a-u-la-nlucmm-hen\.-“
contributed to the Bemmett campaign

& Of the thres Bumtswen ciildven whided’costributisnd’ aie
Z at issue, only Mark was a minor as of October 2, 1992, the date

o the contributions were made, and he just karely so -- Mark was

o0 born on January 20, 1975, andmthn!mfmrthnnim
I~ .hyofh.t-uthhir:hdnyattheu-h-contrtbut.dtoth

s Bennett campaign. » born February 7, 1971, and Jemnifer,

- bon November 27, 1972, were 21 and 19, respectively, M‘

i contributed to the Bennett campaign. As demonstrated by thu}
& affidavits, James and Jennifer made the mtr*butim M

and voluntarily as informed adults.

B. The regulations goveraning comtributions by minors
wm,um:uemumuu

ﬁ-. Huntsman
The regulations governing contributions by minors are
inapposite to the comtributions made by James and Jemnifer and
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ndﬂltm-m&thmrm Mpn-riouly
stated, James and Jmitu' each contributed to the Bennett
mw;'udwhmmuyuhwmlu.v Mark
mmmm&mhmmtm.
mmwﬂugmi-u i on Mr. Bennetc’s

ML'

owned gr W-w-m uinm: m Qild was the sole




fed. Finally, the accounts were established
, contributions and were not created !or the pt
. ‘ funds for them. 4
ek m-anminh-tﬂthlumw tﬁ’}':‘
gimilar MURs
Jm-andamitummtlimnatthnti.utb
jitions were made, and it has been clearly uubliﬂ@ht

the contributions of their own accord with funds M

2 viclations of the Federal Election Campaign Act by
'A"_"_ 4in connection with contributions by their cum:u*..
 were adults who made contributions knowingly and
Y. the Commission here should take no further mﬁﬁ
_ to James and Jennifer’'s contributions. gee,
| MUR 4253; MUR 4254. As to Mark’'s contributions, m

59 and voluntary contributions even when his or her m_(or} :

extension, level of mental functioning) might glm, 4

Bt otherwise. Ses, £.g., MUR 4252. Unlike some of the =
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Top by Je® Aed. USA TODAY: shows

of Utah funded with $100 milkon from Jon M. Huntsman, right. Hunisman,
, Survived two bouts with cancer and bekeves breakihroughs are near.
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FOUNDING DYNASTIES AUST DATE BACK AS LONG AS MANKIND. LOOK AT HOMER, THE BIBLE. IF IT'S NOT CENTRAL IN THE PLAYS OF ABSCHY-
hus, it cerzainly is in Shakespeare. M

This has been a week for chemical dynasties 10 make the news. In the lurid media coverage of the wagedy at John DuPone’s New-
town Square, PA escare, dhe death of Herbert H. Dow may have gone unnoticed. Dow, 68, was 2 grandson of Dow Chemical fouinder
Herbert Henry Dow;, an heir to the Dow forume, and a board member of the company for near-
ly 40 years. An MIT graduase, he joined Dow in 1952, was corporate secreary from 1968 w
1986, and was a v.p. from 1986 until 1992, when he retired. Ik may not have been as ilhastri-
ous a career as thar of his cousin, Herberr (Ted) Dow Doan, who served as president and CEO
until 1970 and remained active in the company until his retisement in 1987, bus 2 wortdhy carees,
nonctheless.

One of the characeeristics thas distinguishes the chemical industry is the large number of fam-
ily-held firms that are imporean: operasors in the industry, particularly in the U.S., corainly more
50 than in stecl, paper. petroleum, and even ausomobiles.

Figuring out why that is the case is worthy of a major study, bur a few reasons scem obvi-
ous based on anecdotal observation. One is that the chemical industry is still 2 young indus- mme
try. with many firms founded in the immediste post World War I era, when the enormous opporwunities in ongticithes-
icals and plastics were starting 0 be secn. In that youthful era. there was plenty of opporrunity for entreprencurs with relatively
little capizal to establish successful businesses.

Many of those firms have stayed small, but many have be=r: vory successful. We have profiled a broad secrion of them in the Com-
panies section of CWand in our annus! ! jot Prospects feature. More than a few have made it 10 the big leagues—the Gotrwalds
with Forzosa, and W. R. Grace. It does not take long 1o preparc a lengthy list.

After the surge of energy driven by the founder. some dynasties faleer, others seed several generations—in spite of inheritance dis-
incentives in the tax code. At Solvay. for mstance. current chairman Daniel Janssen is a direct descendant of founder Emest Solvay.
Orhers sell out 1o larger players: John Polite's Essex sold ro Dow, Henry Barbanel's Sanncor sold 1o BFGoodnch, William Huisk-
ing s6.d Glyco to Lonza. The examples are legion.

All of which makes recent events ar Huntsman the more interesting. The Huntsman group is already a giant, with sales of $4.5
billion in 1995, and as Jon Huntsman himself has frequentdy stazed, the issue of the approach to succession is difficult bur press-
ing. This week ( p. 16), we carry details of the strucrure of the new Huntsman Corp. (which we exclusively previewed two weeks
ago). which puts management of the company almost exclusively in the hands of Huntsman’s sons and sons-in-law. And on page
42 we profilke Hunesman himself, who for all his sclf-deprecating charm, is an epic figure of the contemporary chemical industry.
—DAVID HUNTER
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People: Jon M. Huntsman

Blending Business
and Benevolence

IT 15 HARD TO IMAGINE MAKING STOO MILLION, MUCH LESS GIV-
ing it awav. bur not tor Jon M. Huntsman. Thar is how much he
gave last vear to cancer research—the largest contribupon ever made
to medical study. But it was a npical move by Huntsman, who
after 25 vears ar the helm of his own chemical company, has seen
his appetite to make monev surpassed onlv by his desire to
donate 1t 1o good causes

“We already have a comrortable invang tor ourselves.” Huntsman
say—somcthing of an understatement trom the patriarch of a $4.5-
billion/vear chemical empire. “We decided that the profits of our
chemical business would be directed toward chanitable and human-
1tanan cforts. wath the parncular am of helping those who suffer.”

He has toved wath the idea of an initial public oﬁcnng (IPO).
with the proceeds to be used 1o set up a toundation. However.
Huntsman has not been comtortable with his first flirtation
with public disclosure, related to the oftering of mongage notes
tor the acquisiion of Texaco Chemical. The y has instead
" buving out its public shareholders
and buving back its public debr.

Huntsman even considered selling his business last year. hav-
ing received a $4.3-billion offer trom the U.K.s Hanson Group
that would have netted the tamilv 83 billion. “There were superb
snerge. but | dont belive the uming was nght.” Huntsman savs.
While succession ssues mean he will have to consider a sale or an
PO, ar the moment be s 1n ne hurry o make a decision.

“We are not going to rush to scll anv businesses or have an 1PO
to rase cash, as we have been able o increase our giving rather
dramancally through eamings.” Huntsman savs. “We have set three
main priorities tor Huntsman Corp: First 1s repayment of debt
Second s installation of new equipment tor safety and modern
chantable contriburions

Such bounty 1s a far crv trom Huntsmans upbringing in 4 two-
room house 1n Blacktoor. 11, where hw father was 2 music
| could ever own the remarkable
"I view our position
as being the temporan: stewards of a vast amount of wealth. Our
tob 15 to see that 1t 1s properly redistributed.”

Making chanubie donanons ~has alwavs been pant of our culure.”
savy Huntsman, ot the Mormon church, which
requires members to uthe their incomes. Even as a Navy officer in
Huntsman gave $50/month w©

beceme even more Prnvasc

1zaton. Third 1s to make substannal

teacher. “| never expected thar

businesses we have today.” Huntsman says.

4 devout memiber

his 205 earming $220/month

Navy ch.ari’Wc are fortunate now in belng “&*
much more. Itsnouusugtm(homt.l'l-“‘ "

Huntsman is himself a cancer mmm“"u I
one of his principal causes. His latest donation il fund a
research unit at the University of Urah. Huntsman’s ﬂ\h\d‘lmp\
has included helping to rebuild Armenia afver an uake in
1988, as well as helping the homeless, sick, and
His generosity has led ro awards from the National
of Christians and Jews and the Catholic Church.

One of the major influences on Hunosman was anether
Mormon tamily. the Marriots. The elder ].W. Marriott was a
mentor and a major influence in the early days of Huntsman
Chemical. His son [ W (Bill) Marriott Jr., who now heads the
Marriott hotel chain, is Huntsman's best friend; thelr families
vacartion l(?LL’Tl]l‘r n Ak“IUnJ

“Jon has a great abiliny with people. and Iu-wdwlynuyp
erous—long i\r.'lnrc he started up his dicmlcﬂbtm Marmon
savs. “He h.l\ a muu sense of humor and is 19‘“ llm
his emplovees. Above all. he is a great salesman—1 think he could

scll presty much any-
thing to make
money. But where
ll':c nn&u out is in
is willingness 1o
share his good for-
wune with others.”
A savvy salesman
maybe, bur Hunes-
moral beliefs to the
chemical business.
Hehnhhdauy

Huntsman: Private business, public geod.

Sterling reneged on a verbal contracr. thay:ubh'-hn-
ple. “Your w ord ts i “and hctakaitﬂ'llﬂr.
Huntsmans entrepreneunal skills were first demonstrased when
he worked 1n an egg-dustribution business, where he noticad thar
cardbaard containers otten tore and leaked. &Wlm
sovrene 'S carton thar was r1wkdcdmamm'*[h
off on his own, ﬁJlTnll% Huntsman
tthe lamshell container used for many

DONd.

Chemia l.u;r ne went

Contamer

vears by N

shalls have camed hl.m&tmdhldlv

" brings a uniqud}'pcm:lnlwm

w charrman Frank fbpoﬂ “He is a theowback

Twas Bmy vou adun-cdnnsdﬂ“nm-

¢ While much s nuii'ole.llm'iq.-

n being b held rather than publidy held, Popolf says, “What's
an vutstanding manager.”

Having digested several major chemical acquusitions in d![ﬂ

duding [ewco Chemical and major shioes of Monsansok

mess. Huntsinans apperite for dealmaking appears

I With w m.mrhntnmmwmcwmﬁy

nured o be considering an acquisition in

Quisitions are very crical to us, and we will

vhere opportunities arise,” he says.
'1‘\;_'\[xm.stmmﬁ%tllm

DUs NS
1 e davs Wt
rant as the

Important is that h

DO vears. 1

wontinu
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“In our first 17-18 years of operation, we
did well just to sy alive.” The low point
was reached during the 1973 oil crisis,
when the fledgling Padwpnsmmwny
was hit by rocketing prices for
'Wcmdmmbanhum We were

living on airplanes, traveling around bar-

and Dow as “a bit too fat"—though he is

loath to fire anyone. He hates w build

capacity when he can buy it “for half the

price,” and he enjoys the freedom from a

board of directors and quarterly results

that has enabled him to jump at oppor-
tunities.

“What differentiates Jon

Huntsman from other

chemical CEOs is that he

% Famlly Wite. Karen: Children, Jon Jr, 35; Peter, 32;
| Christina, 31; Kathleen, 30; Duvid, 28; Paul, 26; James,

24; Jennifer. 23; Mark, 21.

Education BS Economics, Wharon School, University of
Pennsylvania: MBA, University of Southern California

doesnt have a strasegic plan,”
says Ron Rasband, former
president of Huntsman
Chemical. “The key to his
success is his willingness ro
be flexible. Something aris-
€S, an OPpOTIUNITY OF a CTi-
sis, and he's able ro

immediarely. He doesnit have
mwomdulh:m:kpux

-‘lil six yons have positions
within Huntsman Corp.

Richard Durham, president

-ac‘ro il i il ks of

new product development in the packag-
%mpmmmahw

juniors have been involved in the
together, and we play together,” Hunwsman
ny&mﬂmma#‘m
leaves our discussion.” Thar leaves linde time
foroumdemmh!lhehﬁmﬂy
vacation in Hawaii, Huntsman says, vari-
ous family members spent “at least six or
mcnhoursadayont}uphnuduhng

with business issues.”

lican polirical pedigree. Humtsman was
staff secretary to President Richard Nixon
in the carly 1970s. Jon Jr., now vice chair-
man of the company, was only 22 when he
became a staff assistant 1w President Ronald
Reagan; he later served as ambassador 1o

Today, Huntsman Sr. is something of an
ambassador for the chemical industry
and a tireless advocate of chemical prod-
ucts. An ecconomist by education, he
admits to being "2 poor science student,”
one reason perhaps for putting a museum
of the chemical industry at his new cor-
porate headquarters that features exhibics
on the origin and uses of petrochemi-
cals.

Huntsman's commitment o his family,
his church, hncnmpmy.-dhmﬁmy
leave him lirde time o i
save for helping his son
midable collection of antique cam. He is nox
a golf lover but is a big basketball fan. He
can even boast of a basketballl record from
the University of Pennsylvania o com-
plement his roseer of indusery awasds: “T was
the lowest-cver scorer.”

—ANDREW WOOD
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An institution that is to be
avoided at all costs

MADE OF MONEY

i .
Billionaire Jon Huntsman -

-
and his cancer cure

BY LUCY ELLMANN



Billion

JON HUNTSMAN ww the future lang ago and
it owas apeh plasin’ His loresght poid off. Eat
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plug m 2 Black & Decher applioncy in the LS
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relgpous man he s one of the Bost powcriual
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T 4 cure bor caneer
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cutsde T flanh oy lamely. My basmews and
the tant that | am mow powng to Jo everythme n
my pemer W rane the money W find thet cecc
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roueml haradwt photes. For s tenet = can-
et s mory Than wed phslanthrope:. Hontmean
buldky sandy-hared So-vear-ohl was aperaad
om bor camoer of the prostate st e B ab
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Philanchropist Jon Huntsman gave the
world the polvstvrene burger container. But can the
multi-millionaire buy a cure for his own cancer?

AWDREW DAVIDSON

et b B rooenithh pasbad hes gt
visowpecad comparies ke an as
Isom dons . boamang

k r the

has . By COMmPanicy S

P T
~hane s
up mak unhihely gl
rumbasiecn-
expam Prosliginen al aarhd  Plastic
uvhars pladn cup-
Pl W7 sk
g st oMl amd enschok) soaads PA U pois
aby kong e ARUARTG VSR L LT A
PO TR TR BT SO T et hemaab pndic
the ghoby and Huntsmun has o vake moafl thy
ko mche markots mukmg b corporatnos thy
Fgecd prvanch emncd porrochomacal groap o
Amciina Rivals rate hes oporatnem 3 v
shroadh run outn oxioad

Fhere v~ owore Hemtemon 2 lomerh Qaeech
Repabican win: pon admets 1 hackung cands
ot od 3l s o b Bl what they stand fow
st amd ), SRt 2 et sl o apoutal asastamt e
Racised Sovm m Srven = pre-Woatergaie sears
and plaved 4 patt @ the Reagan and Bosh c
R L IMPEEes Bl Pocawss o1 s ool W
brocs holemd -toch socunny o Salt Tabe €
At repcatad thircats by b lamehy and a bowched
adnar stkmpt on om of s e Chuhdren th
e <ill tranels the wethl rech by

vl b
Pochasmes ~hnek Dlm s
~h hotnw Punkdmg prosdanis

by prop e

Vo A

P )L ey aabn, Chovhme Bis v oy

tons, porsomaliy wishimg has 10 800 g o
copboocs “Haprs Chodms' overny wimter Al
LS ~ B o s IR, A%t

by Septembgy by ostablished

cnlte w8 Bes oo ~late o0 Lot

A w angy
fostaiyn
b pudisom gt |aier thes vear e plans
tast-choming modeal chmebopy comn,

ampiv gng o e the OEMITC as a cash Gowm
caprmwet o the morgang of publa and pricat,
which B s e never boem done et B
Bus aber plodead 6 rane another S9 nulls

the promcct e ool of the dovads

womrs, womhd s that be o o
rch mue o ke tesd g cone foF s oo s
v Bat s mners than that The dncase bl
hr anether. winesn Be adorod. Berselt o doseu
Mot sl bamr pesaamary for The chorch
22 wearape Diwee haskemg or somtumentos | clows
bt s monyaivs e ogenth devertoad 1 ot
wmbsions m o2 oomcten m Fallmwore, 1 b L
sl bormn |50 mwdoy south of St Jako O O
i b had mariod o bee om0 b
WO I s o iy Tty

e cvplases mith o shrog

Camas, o

e mnbieow cven Bobere b
o, have boon hage Jow
ti Semwless comamticd maeh

s ommietlal P ts e Hunsma

eaway

I mvmonmcmal Rescarch | nn ol L ah Seae
U pnorsan 1. commemen acten (0 Hustsman
Ananks for Excollenoe @ Fuducathnt) and e
fes studecs (the Huntsnan Comer e Global
Competnion snd Jamesasson a1 the U mvery of
Pennsshaniis sot 1o mention 4 |
mligalod rebusidang programew n cartipesie.
shattered Armicnoa. and that'~ ot TR of thye
annual tihe of bee 3t inoomne Tt PO o the
NMuorman chanch N, e wn s e s Do pring
bow vears. 3 mowasn 't cancer. e would G on
~wwncthmg o

He n Moam cammute, one of A0 's more
remarkable basancss keadors Bul bt oubdiders
Thato apmear foe e some protis My oontradcnon-
et Gl and Mammon petnochesscals and
CueConeTRs, aslstics of e might and she lefy
the squadecon of epo m all that philantheap
Huntwman thee Homtuman that

Hom om cante vou meght ank, dves e squarc
the cwrcke”

.

Blach et sanv s Jon Hestsman with megk-
wrnneacss m b doop mind-w dstorn atvem. e
Tha o of the ssth-castern Iehalees e faur -
\omry el pbes o e Bpe i stsveling con.
ramse, fum snd Don are tnomy el e ap-
oews a ot o il prppics

Hov, 1w ehe chemtmg. Moriiaes are ot
allvmed 1o take the Mchey Foglsd weaee
crampad arms oner ks knees el dhis. = o
sl by on st e the w0t Hostiee e
are ot wo Pare. the coby inne Huntemas am t
me b he ot -hoppeny woiodule The ples ane
il aborut e g compuny | hentame s Chamscal
Compeorsineg r coting hack ol cypomes, U md.
ot s §ash bam shesat s ephemping & raral
b heart of the pattes mmelustiny




N

™
- o)
™~
M
T
e
~
o

the mood for 0 Jom Uames N Kimball, diroctor
of mods relasons. 1all. baldmg. carremth work -
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anchor man's good ook ) usiches over the
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The Huatesse won » oo of graft renanded
Bomn the second of three soms 10 3 Follmore
music (cacher. be was broaght gp first =
Blackfupt, acros the bonder, then m Palo Al
Califormes It was ) 3 partwularh rehgous
upbringing Although both paremis were
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made the preat ek 1o L tah, b Jagher was an
macine Mommon He meddic wn, howaier was
choser 1o e mother. and rarch meacd 4 mect-
mg. oficn buchishme sk w0 ot there By o
vme Jon Huntsman was 12 s father hod ponc
back w coliege 1o gt b dovtoratie o education
Wnh Ao momcy commny . the clder Hantumun
Bors were went out to work afier school, deh
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lurve bers pab
Humtunan thought 1 was pest b way of pov-
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The lngh fiver from Wharnos beted 8. By 2. be
was vice-president of the company and bad
handled enough eggs 10 mot cavr ff be ever saw
anctbet ane. Just oo tieng mengeed ban devel-
opmg 2 plasix egy canon. The menufacrurers of
canoss ad & vrissl menopoh and.

amvean . cardboard leaked Hie ot aboss progiec-
mg 3 plostec vermon. That sade of the busmess
took off and m 1965 0t was merged with the
now-gas! Dos Cheoncal Hustsmas was made
prosadent of the divesson. Withen a few yean.
bonaver. be had resgned. 1 1old sthem | bad 10
sart mn oun compeny. Platcs was gomg 10 be
vens mpnoriant. and | nonded o froedom

So. afier a bref deverson. be st op b own

spam with 513 sl busit wp 5 buge plav-
In~ bruscss 1 the Seventas - deveiopmg the
tamogs McDosald's clamshell burper
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the end of the decade. Two yours later. alter 2
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was ovem more suocessfal By st year be had
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ropatates v workmg sos-stop Whea Kerm
Paker b parnncr v 2 arw potrochosmcsl josst

semure. suggevied. “Why dea’t you come and
leamn a intle polo. Jon™. he demarred. He onhy
SIS Danness

Those who beve done busingss with hem barc
ofun been benled vver. hoth by hes personahty
and by the way be never prostlytines bis decph
held religous beliefs “He & 1otally charming
says Ser Johe Colbns. chasman of Shell UK.
who sold hem pan of s Englsh operation “He
® 2 very siraghtforaand. vevy determsncd gu
savs Bob Rexd. boss of Brovsh Rail and & tormer
Shell chuef enecuine The bey 10 bn sacoess. v
Rod. » that be conorniraies on neche markets
where there s a large demand for an ond
product. He Miewbility . & vort of American
evernodc-macks-1n attiede, caused some
evebrow-ramang with ihe Britsh wmons  he runs
plants m Camagton and won. after his latewt
deal 1o by a chank of Tewevo, m Liancth  but
the Humtsmsn sy ic rubbed off

Rewd's onby complasot was the Huntsman
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The clowd over 1he inenorable rise ol Jon
Humtsman ». of coune. Walstgeic It docwn t
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Take own’ of socaety  whille we pull meo the car
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Heathrow . The lounge looks more lske 2 well-
ephobicred MNrveen bt Wg are suilth saved
through on 1o the Tarmac. Heatsman has
already reached the saiwect of Recherd Nivon

"I worked with Rochard Ninos as hes stadl wc-
raany. Every moramg | was responssbie for the
mgross and cpress of s alffice. and | pot know
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s Gamidy very well. Shuf o You hnow. the mow
detwinanng aspect of the Watergsie affaw w mc
and Kuren was thet when b bad 0 dnoulge be
Ninancial staicwents. be had ginen enh S50 w0
charity. and be was makwmg 5200000 5.
Presadent plus asother $208,000 from outwic
sources' No matter whan be dad @t Watcrgane
amd a bot of that way emsense sad polsin~ snd
busmcss oy ususl m Washmgion 10 aaminbeic
only $300 10 charity wa~ 1o me a (a7 mwrc

aspect.
For ol she ok that follouncd Watcrpat: u
plam he repards Nason wuh affccion. He sull
wears the Pressdent s Offioe cull ok chusd
round beuhies with & whee caghe on bl and be
savs he was prowd 0 be abic 1o ke ‘threr gemer-
avvoms of Hustsmass' 1o the recem lancval of
Navos s wile Pa
And W stergatc” Al Huntsmun woll wn = shat
gromss mestakes more madc by a4 hasdliul of
poopk ‘A small band wore amoral and | realh
thand they thonght they aore ahone the s and
Niven seemed 1o teod mmio that far more thas th
Crovrpe Basdacs of thes workl
Hentuman keft the Whne Howse 1o po back

AN Y MATIEES
B ke Mamy

A Paddten amd v
vl S1C o
Taws bonws o
Humtweman « b

mio buuncss months before Watergaie broke
was eyt summoned before the hoanngs. and
arguc stromgh 10 ths day that be knew notheng
aboul sccret lapmng sysicms and becak-ms He
was howaver. sounded owl about appeanag
befare the heanmgs but. be says. after be hstod
the thungs be wanted 10 tefl the heanngs sbow
the previows Preudent. Lyadon Jobnson that
e had discoverad that 24 TV sty had gone
‘messang from the White House and endod up &t
the LBJ ranch. that $50.000-worth of gold
embonsed stationery for LBI s daughters had
heen baliod 10 the Whste Howse ather e reagnod
bhcane & 55 milbon ssretmp hed been bush at
the ranch cven though e knew e wouldn't need
0 tor Prosdemtal seruces e never heard trom
them agam There nas abo the matter of wha b
had unvonered abowt the Bay of Pigs eprsode
uhah b sk wanted made known

The Nuency with whach be roms through the

story suggests he hae boen ovet the §rOund man,
tmmes before. When | ash if he ever suffessd from
“git by amocauon’ he pauscs. l0oks though:.
ful. and answers. “That's 4 (0 GEtition”

AoTRakh wpeak (o (hat <howr bz
'B-kr-s ou-grt-anay-amh-n  Ho says tere were
stoncy spread by rrals wacarmg bim aflereard.
‘hocamsc abvoRe asocated wih Nivoa was G
gamc’. [t came snd went in a few mouth be
saul. bul was enough to ket me soc 1N gy side
of palstacs”

Dad your fanh help™ | ask. srguing thar
bemag such a devest Mormon. he Bus hgve
commond some that he would mever e acted
m a2 way thal went agams: has comcaones

Perhaps emsunder ding the § [¥3
savs | don’t thank fasth bad much 10 do wih
Onhers have suggested be can be 2 b naive
yadgmg prople (though 1hat has never wopped
him peiung nd of emplovees who don’t ‘per-
form’) There m abowt hem. as wrth mamy reb-
Frows poople. an enthusiasti dewry bo beliese the
best of others. somcthang wihnch mesl. you Seni
frequenth kave m duappontod

1 wouldn't cven suempt 1o ron ol vhor canps-
mes without a plane. iy Huntsman. sothng
back mio one of un larpe bewpe armnchees that
run down both sdes of hi private et As b wde
resty an swsohsography of Rush Lunbeegh vhe
vireknth nght-wag Amrncan radho Sos bost
Bobund bemn reo bench ~cats 4t the back ta me
beds. 5 wmall kncien amd (hree “bathesess Gl
the rest of the plene T w. for o S35 milles plane
(511 rulbon scorad hand) surpreingly sapush
sort of G-plan-mects-lirst-class-Bemish-Rail
That » the Hustuman «ivie. He only unys m

T medest hotel smtes. e (cls me The plame costs

Huatsmoen sround S1 meibon a4 vear » an but
now_ wih opcrations m I% countres ase 5, be

= says no other nan of domg 1 2

THE ESE RV ER WALAZING @ S NGAY S0 ot POEER




Hustsmga prides bimeell on runaing his
0 ‘Tgee it dards’ The
Aoetnade of the for b botiom bae = that there
= somy coustrms SIETC B B veny dificuly for
S 10 do hyunes 2 ol He won't. be wns. bond
e ruins ig 2 colebested mslancy @ Thaslend
safllc vears 3pc the povernment's demand for
exirta hickbacks. and the willimgeess of
Humtsman's Japanes partncy 1o g i bribo
ied bmm o i ot Bus PR AoPrTinT

OF course. cthacs come m 22 shapes and wrc-
e @ (he con weaMCEL BOACECS! » owh!
socl Humsumnen » sbborreece of back hander 4 b
e He compasers. bovc boea cutrmench ot
ol m e pust for they mnobaomest m devel
Sy son-beadopradabl clamdieBs and otk
it 5 cicar et » amiam crubbeng of the Emage
0w gommg cu VB mupht say b larpe dona-
PoSn o ca wonmnehtal roscarch are pant of (hat
Yot womne poent omt that the comtradacisons =
Humtwman - coodogacsl fomstso® arC o sathmg 10
e comflact (hat Baud o om betwemn b dovout
U rrdaamsns st b carnot profit-sechmg

A disloge: nubh Hentumas on the sabgect
ke tabmy 5 pachane b 2 ponge What confl
b s s

‘Baul a1 there an naturalhy eyplonainc
clhement 1o capsiainm™ | ash ‘Decsa’t 1be
Comant strnomg fovr groeih and prof ool
h mcan vt ek do pof beml. o i S
and pooplc. pcrhaps thowe sorhmg lor vour
COmprtors. v CuEmgdc. suflor”

Ok | doat Sk v, b sy, 1 ek the froc
CIRCTPIRG ROm BROWLeY | NN EEpesis that
the bey wasmpds and the teor prriadd

B = wome faclds that s st et ires I
broadcaamy 107 cuampls smalh free marko
2 BOETEOES I [RadiIng PONE 31 ot o5l a8
cleap gamc <hown « 2t the other

Hc lowks reflectnie. and then s frash i
sopldn | koes hou 1o snseer that bocawnc |
heven 't born m e e of the aene, but | o
vout poms | e heon mewe m the arva of derot

TS AR ELEN WIL AN @ N NI (S

s P and manat: wmg. bat it
has sever beon B conflicy wath s charch
For ws nou-belxvers thore are

tactony . and commn his corporsiion to sepph -
mg the stabs for [00.000 apartmsents m retum for

theve oo, The Buwl of Mormon describes the
relgoss. estory of Amernica’s pre-Colemban
people. who crossed 1o the costment from the
Tower of Rabe! w barges
‘Do you bebwve that all actually bappened™ |
ask ham "W hat about 1he mdepenowy Indhans™
He samics and nods. “They wmere the matine
inghans. Look at the Armecs snd Incas. Look at
1he comcree they developed and fook at the
Boek. Even a man of svevage micfhgence would
Froud wt haard 10 dmsangrec thore arc smsbanines ”
"Apd s vou cansot agree with Darwimsan
thoomes of o odwtien™
He wimces shghih
VKR AT Snong

Yoo me Belicne those

-
It » worth pomumg out bhere that most other
multmatnmal busincss beaders would have defen-
curated me 2t 10.000 fert for askmg vhow kmds
ol gacsisoss Hustsmae dudn’. mdecd be cven
appcared W eavourage Whem with an amesed of
wowd meoned

Hs relipron. 0 sooms. o0t the parameters for
ki determuned concuntration on busaess. Just
oige. W a gncanay assde. dovs be touch oo
cscmal draplmng offect. 1 have always boen
actoss to the church becamse wuth my type of
persosaivy and wicrest. who knows where |
wonld have Mo docsa’s fnish the seviencs or
cupand on the poest

I was that well-kaown gencrosnn 1hat ked
Armand Hammer. (b kegendary Amencan
rivown wath strong Soveet haks. (o avile
Hunbwmun o help m e rebushding of Armena
et ws dovastating cartbgquake m 1988 whach
ictt S e homckes. Hontsman s rosponse wins
e semd ome of B sons out. buld 3 comcreie

the go prossdng the servioes 1o rum the
facvony. 11 has cost the Humvsman operamon 511
mudlion o far. W had mothag vo do with reigpon
he sovs - Armenia s the home of one of the car-
lest Chrstsan communities ‘It just pot 10 mn
heart ” Samilarh b peastowny (2 $) milhon @t
w0 the Amencan Catholic charity for the hom-
fess. St Paul de Vincent, led 10 o recemt snvitanoca
w meet the Pope

*And what did the Pope wn

“He sasd. "1 love you  which | thought nas
great

The downsade of wealth v that he has fownd
hemscl 4 natural 1a3rgct Liw those who want o
get a dice of his fortune The kidnap of his
soventh clukd James by (w0 men who demanded
S1 oullson changed hrs hic The men were cangin
and hr son recovered. chamed o the plorabmg
m a ran-dosn motcl bul not before an FBI
apent was so badhy bnsked I one of the Lidnap-
pers thal he had 10 be retired from Bes yob
Huntsman 100k him on s head of securns
There have been other mcxdents  Hunsteman will
8ot claboraic  and now s bowse @ Salt Lake
Ciy s survounded by fence. puands and dogs.

And then there 1s the light agaiest cancer
Huntsman s decrson 10 go public on his prostate
cancer ok some by surprisc. “Most men avw
very slemt abowt 1. e agrecs. ‘Devmese i anps
them of 3 kot of thew fumcuons. B b the macsmew
descase that can bhefall » man Meae @ e e
of what # does i you afterwands. | fave hern
publch on TV and m sdvertssing. | dom't care of
somcone wants 10 sy | have thn probicm or
thal. ¢ doosn | malicr am more, witel Watbers
=il this encosrage another mdevudeal 1o go md
have a tet” And thowsands bave

But » W the fechng Lr b oun meonaben tat
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has driver hum to push his companies so hard”
Some in the mdustry feel he is motivased by
dymestx ambstions 10 <1 up something substan-
ual i pass 00 10 bes childeen. the oldest of
whom. kon pumcs. has already boen US amsbas-
sador 1o Smgapore ot the temder ape of 32 (Hn
voungrst son Mark i scrwoesh, mestally hasd-
capped ) W was this dynasic asm. Whey argse.
winch persuaded Hentsman 10 go into & joit
vemture with Kerry Packer. a tycoon better
known for e mesdsa meercsts.
-

As we say poodbye outsade hes hotel off the
Champs Ehvices. | am struck by bow diflierens e
s from the Brush besness cadors you mert.
Fee. m bs postion. wouk! heve pormsied sach
access. Few, mdocd. have sach an ardest sense of
duiv aboul them

And there s the rub. Huntvsas w e apsom:
of how Thatcherite ( omenatines = thes commry
boleved nght-wme busncwmen ~hould behasc
cspossng the irce market amd puttng back. wath
goud. old-hvic Vctoran phelambropy. as meuch
as they take out Don't accese thems of cgo i
they prt galicnes. schooks and resssrch cosires
nameod aficr them. well. that's the perk. The
womy. of course. » that the only theng most
Brursh busancsemon bave hoen poncsess wosards
u the Comsenvatne Party . and thet tondency =
om the wane oo

As Hamtsman pet o henseli. these asw 3 ot of
peoplc m the workd who don't pet @ as mech 2
they taks oot Bt do we dare guosteen the mals-
vatnom of those who do” | rather Wle Hustemen '«
amvecs W onc of fn quossons which o ed me-
mcrpreted as a dig at the obd St Masthes guotc
abowt nch men. camch and weadies. Siock = 2
= on the Par prrrphersper,. be totasd and
looked me straspht m the eye. 1 jost wat to
ks onc commen! aboul your sugpesbon that &
rech msn mught i aad buy e say o eaven.
be sy CAmd ths saswer comes strmght from
whe heart. | really coukin’t care ks | g wp
irvmng 10 wm 3 populsrty poll bag ape.
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it of the West—the Huntsmans ot Uiah who ha
1foward Muson. Photographs by Guillermo Cowley




ogether in g tamils portrait Ut 1 Wiss Pamudy business jong betore any of then

most too preposteroush beautii i Priisig savs Jon Huntsman Because
beheved The tresh-taced. bilon ! nurch of fesu irist of the Latter

he athletc-lookimg vow t . oy DUSIIRCSS W T reintorces the
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Wi
The armiuls of bright-eved kids b s I lisrn chiurch vs that souls hase
loving, outdoorsy group richt o L b b vartld, whic
on the Big Rock Candy Mount

proud tather. tall and rug

O 4 3

the center. with the mathe:

too voung 1o have spavw ned this Lirge . souding brood W s R

Welcome to Camelot \W st This s the tamily o i S 1% sx Ayl and pi
Huntsman u‘“llll Lake Catn. vwhe ure buthdime s hat ' W el il v Nmeeri
to be a mlﬂhl\ new Amernican busimess dvnasny | 3 I s
man’s first company imvented the Clamshelb-shape
containers long used for NMcDonald « hamburgers N
mans control a privatels beld empire in sivteen oot
nishes v materials—the basic Chenead toedsto ke
ous prodm:u‘ from polvstvrene cups and travs
packaging to more durable plastics used i comput

The Huntsman companics and assorted venturs
people around the world and are cxpoected o can
billion in revenues this vear Yot the 3svear-ald ent:
his wife think of their global enterprises as o tamil
they aim to keep it that wan . The Huntsmuans hus,
ranging in age from 15 1o 34, and tventneo grand
three more on the wav. From the time the childin
and senior high school. Jon .and Karen sav . muan
sions were made around the dining room table o
member asked to express an opinion —aven the voune
as Karen secalls. were “sull putting bottle rockets it

¢ .7
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family businesses.”

" Clearly, the overwhelming majority of those enter-
prises are mom-and-pop companies. But don't dispar-
age them, for they generate 50 percent of the GNP.
While it is true that family businesses were generally
given a bad image by the bickering, nepotism and lack
of professionalism depicted in “Dynasty” and “Dallas.”
the image is wrong, says Lansberg. Most family busi-
nesses are extremely well run; they tend to grow fast
and prosper for several reasons, including their:
® HIGH DEGREE OF CONCERN for the quslity of the
company's products or services, because the family
name and pride is directly involved.
® WARM ORGANIZATIONAL CULTURE that encour-
ages workers to feel they, too, are part of the “family.”
® ABILITY TO MAKE QUICK DECISIONS within the
family hierarchv and therefore to move nimbly.
® LONG.-TERM PERSPECTIVE—especially about debt
and investment—because the family envisions itself as

ers—so no one knows exactly what to do. Thenthe
Internal Revenue Service looks for the estate taues,
end the heirs often have to sell the company.” Proper
estate planning can prevent that.

Ofien, wo, the second generation sells the business
simply because most family members have pursued
other interests. This fate can be avaided if the found-
ing parents sttempt to convey their sense that the busi-
ness is thrilling, says Lansherg: “You can't come home
every night for years, complain sbout the day's work in
front of the kids, and then suddenly expert them to
want to continue the business.”

What makes all this particularly relevant is that a
huge number of family businesses were started soon af-
ter World War 1. Their founders are now facing retire-
ment. all st once. No matter what happens next—even
if the children end up taking over—the firms will

likely to be around for the duration.

® ABILITY TO ASK SHAREHOLDERS (like Mom) 1o put

« now o strong undercurrent of concern about the future.
hus just come through another bout with cancer that
i1 the problems of succession.

Favond that. e and haren are nell aware that ugly struggies

mioney and power have torn apan other successful family com-
I b Hafts of Washington. D.C.. the Schwinns of bicvcle
ihe Shoens of the U-Haul Co. in Phoeniv—almost every din
siness press reports stories of family warfare. Karen admits it
-+ heeping a family that works together and plavs 10gether
Y ou get sensitivities, vou get jealousies.” she savs. The
snans have instilled values—plus their religious helicfs and
st of humor—in their children from their carlicst vears.
« are counting on their efforts to prevent rivalries from

2 among the siblings.
now the various enterprises and joint ventures under the
vin umbrells are being reorpanized into four companies:
v C hemical Corp.. Huntsman Packaging. Hunisman
¢ hemicals Corp. and a new compamy that will be formed
6 billion deal under which Huntsman and an Australian
1 absorb the chemicals division of Texaco. Inc. Each
will be: headed by a senior executive not in the famih.
> of Llamilh members remain looseh defined and Mexible.
it unusual in famil companies built by one brilliant en-

I he other key family plavers:

INTSMAN, 36, is a member of the hoard of Huntsman
b as is her father. David B. Haight. an apustic of the
¢ hurch and a former mayvor of Palo Alto. California. Al
hoer ofticial biography lists her as a vice-president. she
dan-to-day operating duties. Trim and tanned. with sky-
v~ Karen is 2 woman who knows her mind and ells in

change, losing a measure of Mom and Dad's directness,
buovancy and character. PraLie Henmena

straight. She has always been her husband's “silent partner™ but
prefers the role of homemaker.

ION HUNTSMAN IR has returned from his diplomatic service and
is now vice-chairman of the Huntsman Companies. The dark-
haired. 34-vear-old elder statesman of the second generation is, in.
the words of one Huntsman aide. “smooth as silk.” Before golng 1o
Singapore. he negotiated international joint ventures and licensing
agreements for the famih enterprise. In his new role. he will serve
as his father's alter ego. chairing meetings. representing him on in-
dustny panchs. speaking to senior managers and emplovees “to
mahe sure we presenve the aura of a family company.”

PETER HUNTSMAN. the 31-vcar-old second son. is an executive
with the newh purchased Tevaco division. Peter briefly attended
the University of Utah but had too much of the entrepreneurial itch
ta it in stuffy classrooms. Since joining the famil company. he has
nepotiated multimillion-dollar deals and become expert st shaving
conts on the purchase of raw materials for Hunisman plants. An ad-
venturous spirit, he has made twenty-sin trips to Armenia, oversee-
ng a precast concrete plant the family built to help erect housing
lor victims of the 1985 carthquake. Over the past two vears he has
personally arranged the purchase in Istanbul and cross-border ship-
ment of more than $500.000 in food relief for Armenians.

RI¢ HARD DURHAM. who is married to the Huntsmans’ eldest
daughter. Christena. is chief financial officer of the Huntsman
Chemical Cerp. The 30-vear-old Wharon graduate, a tall, slender
C lark hent. has crunched the numbers and worked out financing
for many Huntsman deals. Durham. the voungest of nine children
in another Mormon family. grew up a bloch away from the
Huntsmans and has known them for vears. As a son-in-law, he re-
alizes he has 1o work harder than other emplovees to prove =




. 28, married tmh HM ‘second

b “ﬂ Kathleen. is credit manager for
f~ Huntsman Packaging. Son David Hunts-
man, 26, has been operating a coloring ma-
chine st an upstate New York plant that
manufactures plastic packaging. And Paul,
24, started his apprenticeship in February,
reporting for work st Huntsman pohstyrene
plants in the Chesapeake area of Virginia.

Back in September. Jon Huntsman Sr.
was in Houston te announce the Texaco
deal and explain details of the planned

to senior managers of the acquired
division. On the same day, other family
members scattered to carry the news to
employees at various plants. Jon Jr. trav-
to Jefferson County. Texas. where he
sed an auditorium full of workers
who were concerned about their future
“and cager to know more about their new
_bosses. Peter Huntsman was dispatched to
“Conroe. Texas. to assuage the fears of
mu another plant. Son-in-law Rick
met with the research-and-devel-
cepment staff in Austin, and David Honts-
man was up in Canada speaking to anoth-
e group. Alogether. these emissaries help
preserve the family atmosphere of the fast-
ing group of companies.

The CEO and chairman of the Hunts-
WBan Companies is a tall. impressive man
whao resembles a former NFL tight end only
@ich taking on a middle-age spread. 1 love
thve hunt. 1 fove the kill. and | then | love
Mhe managing afternard,” he savs about his

isitions spree. For all his shrewd deal-

. hemvever. family members and aides will
tell vou that Huntsman is loath o fire any-
one. and is known for many acts of generos-
ity. large and small. One night in 1993, for
example. he woke up thinking that weachers
did not get enough recognition. so he estab-
lished annual educational merit awards
of $10.000 each for ten outstanding teach-
ers and administrators in Utah.

As part of the Texaco deal. he insisted
that the sellers find other jobs in their
company for any managers displaced by
the merger. Huntsman has told workers in
all his plants that he would probably exit
the chemical business if an accident in
one of his plants resulted in death or seri-
ous injuries “because of something we
did—1 could not live with myself under
those conditions.”

own BCoLNTEY | S
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ment, Huntsman has done what h can to
alleviate the problem: His company partici-
pates in an industry group that is recycling
polystyrene, and be has endowed the Hunts-
man Envirenmente!l Research Center at
Utah State University.
Huntsman's take on the Watergate scandal
reflects his deeply felt priorities. He has de-
nied any knowledge of the cover-up and still
expresses affection for Nivon. The most lam-
entable aspect of that affair. to both him and
Karen, were the revelations about Nixon's
personal finances. Though the President
eamed $200.000 in salary and an additional
en a total of only $500 to charity. That. in
the Huntsmans' eves. was “demeaning.”

The children know
that they must give
something back—
that they must use
their wealth to en-
hance the quality
of life of those
around them.

Bom in Blackfoot. Idaho. the son of a mu-
sic teacher. Jon Huntsman in his early vears
could have stepped from the pages of 2 Hor-
atio Alger story. He picked potatoes, started
his oun lawn-mower service. did sales for
J.C. Penney. After the famibh moned to Palo
Aho. California.. where his father had en-
rolled at Stanford for graduate studies. he
held down o jobs after school. He attend-
ed the Whanon School on a scholurship and
after graduation married haren. whom he
first met in junior high in Palo Aho. He then
went o work in an egg-distribution business
owned by a few of haren's unches in Los An-
geles, where he apparenth heard the word
whispered in The Gradnate: ~plastics.” Not-
ing that cardboard egg containers often tore
and leaked. he oversaw the development of a
polystyrene carton that was marketed in a
joint venture with the Dow Chemical Co.
Eventualh Huntsman went off on his own,
forming the Huntsman Container Corp..
which created more than seventy plastic
packaging products. including the clamshell
container (recenth phased out by McDon-

risky deals, Huntsman's judgment of the
market—or his luck—has held out. In the

mid- 1980s. the upward spike in demand for
one material in particular, styrene monomer,
was like an out-of-the-park home run for
Huntsman Chemical.

Karen has been a close adviser every step
of the way. "l was always aware of every-
thing he was doing, people he was hiring.
But when someone decides to go off on his
own. he needs a support system, and that
was probably my most important role be-
cause we had a lot of children.” The hardest
time she can recall was in the 1970s, when
the first global oil crisis left the Huntsman
Container Co. short of raw materials to
manufacture its packaging. “If you can't
keep vour product going out of the plant,
vou can't pay your emplovees,” Karen says.
“jon worried most about payroll,
and that was very stressful on the 2

The children grew up in Los Angeles,
New York City (where Huntsman's Conti-
nental Dvnamics had a Park Avenue head-
quarters) and Washington, D.C. {(where
Huntsman served in the White House and
later headed the large Mormon mission
there). The family settled down in Salt
Lake City because they had relatives living
there, wanted to be near their Mormon
roots and were attracted by the family-
friendly lifestyle.

“Rambunctious and chaotic, very com-
petitive,” is the way Jon Jr. characterizes
growing up in the Huntsman household.
The children remember fondly a family in-
stitution known as the “I-beat-Dad contest.”
Jon Huntsman invited his kids to challenge
him at any sport of their choosing;: if the
bovs beat him., they won a .22 caliber rifle:
the girls were promised a charm bracelet as
a prize. Dad rarely lost. partly because he
set the terms of each contest.

The kids, always fully aware of the busi-
ness, were enlisted to help with their fa-
ther's first major acquisition. a $42 million
purchase of Shell Oil's polystyrene division
in 1983. After the deal was signed, Humts-
man had to persuade the 185 ¢
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ells it, his father organized a picnic
for the employees and. wumm his
o o
lies :rw with the new company. “So
we kids wens off (o play with their kids.
And Dad stood up at one point and talked
about the warmth of working in a family
business.” he recalis. "Of the 185 people,
184 came with us after that first day.”

The church plaved a central role in nur-
turing the young Huntsmans' talents. Their
participation in Mormon vouth groups of-
fered oppertunities to develop leadership
skills. The sons worked abroad as church
missionaries. Jon Jr. and David in Taiwan,
Peter in Spain., Paul in Japan. “The beauty
of that process.” their father savs. "is that
they were really helping themselves mature
and develop good habits.”

Jon Huntsman did not push his kids 100
hard 10 join the familh company—a strategy
many business parents have found works
best. "It was drummed into us very earh that
vou make something of your life.” jon Jr.
savs. "If it's going to be in business, great.
If it's going 1o be in another field. terrific.
Just make sure vou give it your best shot.”

Even so. the sons who have chosen to go
into the business must wrestle with other
demons common to the offspring of empire
builders. No matter how much they uhi-
mateh contribute to the Huntsman Com-
panies. they may never be able to “best
lem. Jon Jr. says: “Bill Marriott came along
and tripled the sire of the familvs hotel
empire. but his father. J.W. Marriow, is still
the one who created it. . . . You can let that
drme vou cran., or vou can tny to build on a
great foundation.”

The Huntsmans' home—iwo low-slung,
stone and wood-frame buildings—is
perched in the foothills of the Wasatch
Range outside of Salt Lake City. The tight
sceurin at the gate is a reminder that for all
their success and wealth, the Hunismans
hine had their share of woubles. including
the foiled kidnapping. six vears ago. of their
second voungest son. James.

Scated in her living room. on one of two
long. facing couches. Karen has returned
from the state legislature. where she lob-
bied for more funds for higher education
(she is a member of the Utah state bourd of
regents). She also does a lot of commumin
work. serving on boards of the Huntsmans’

mon women no longer follow the wraditional
Karen says her three daughters, like
, prefer to be homemakers. But she
would not be opposed to their working in
the business. Christena, for one, would
“grind up a lot of people” if she worked for
(In a separate interview, the oldest daughter
confirmed that her children are her number
one priority but reported that her voungest
sister. Jennifer. 21. has informed their fa-
ther that she wants to run the company.)

Raren speaks candidly of the Hunts-
mans voungest son, Mark. who is mental-
Iv handicapped. The 18-year-old lives at
home with his parents and Jennifer. His
brothers and sisters treat him as parn of
the group. "I think our voungest son being
retarded has been a wonderful teaching
experience for the family,” Karen says.
“It’s broken a lot of ice. created a fot of
humor. a lot of tenderness.”

Do the kids agree on business matters®
“It would be much casier if our children
were all out in different careers. much eas-
ier.” haren savs. But when small blowups
occur. Jon and haren are quick 1o go to the
homes of the familv members involved 1o
put out the fire. The children. despite the
differences in their ages. are very loval 10
one another. “You just have 10 be grateful
for the precious times vou've shared. and
hope they can continue 10 work together,”
Karen savs. 1 just feel we've been through
enough that our children understand the
big picture in lifc.’

The big picture has suddenly loomed as
an immediate concern to the Huntsman
famih. In December 1991, Jon Sr. was di-
agnosed as having prostate cancer and un-
derwent a radical prostateciomy a month
later. He is also currenth being treated for
what he describes as “a mean bout of
mouth cancer.” Although it appears that
the cancer has been cheched. the scare has
spurred estate planning and thoughts
about the leadership succession at the
Huntsman companics that were perhaps
put off tou long. One British journalist has
suggesied that the pace of Humsman's ac-
gquisitions reflects & hurm to create more
wealth to leave his famih.

Cancer killed Huntsman’s mother.
whom he adored. He has been quite public
sbout the prostate operation. which, he has
written. “sacks a man . . . removes a lot of his
dignity. his drives. his feelings.” He has ap-

family's stock in Huntsman Chemical Corp.

For the short run. Huntsman has expe.
rienced and capable senior managers who
he says can “move right in” to keep his
companies running if anything happens to
him. He expects that family members “will
succeed in some wav downstream.” Buy
his sons and sons-in-law are still relatively
voung. and he doesn’t want to “move them
ahead of themselves.”

As the number one son, Jon Jr. might be
viewed as Jon Huntsman's natural heir.
But he frankly acknowledges that athers in
his generation have business skills and ex-
perience in certain areas that he lacks. The
former ambassador expects to balance his
business career with public service and
sees himself playing a role in guiding the
development of the family foundation. The
Huntsman children have been told over
and over—the lesson has been “drummed”
in—that they are to give something back;
thev must use their wealth to enhance the
quality of life of those around them.

Jon Jr.’s generation appears to have got-
ten the message. The ph mis-
sion may be what will enable the young
Huntsmans to make their mark. to “heat
Dad™ and to please him at the same thme
by seeing that his fortune is applied to
good ends. That. along with their humility
and sense of humor, could be whas it
takes, down the road. to prevent a miglor
business empire from self-

Jon Huntsman Sr. is confident that his
progeny won't lose sight of the hig picture,
“1 think they are happy and challenged in
the business. They have a strong family life
that leads to high morality and commusnity
values. They have a faith in God that will
sustain them in difficult times, provide an
anchor in their lives.

1 can't express 1o vou what an honor
and privilege it is to work with my children
in a positive. uplifting way. | have 1old
them that if our work ever created friction
in the family. or caused even one member
10 become disenfranchised, | would imme-
diately sell the businesses. And they know
| would, because there is nothing more
important to us than the sanctity and unity
of our family.” '




Richard Nixon, Jon Huntsman, Sr., Christena Huntsman,
Jon Huntsman. Jr.. Karen Huntsman (James Huntsman in arms),
David Huntsman, Paul Huntsman




Back Row: Jon Huntsman J- lon Hunisman, Sro. Richard Nixon,

Karen Huntsman, Kathieen Huntsman. Peter Huntsman:
Front Row: C(nrnstens: Huntsman David Huntsman,

alsman




Karen Huntsman, Paul Huntsman, David Huntsman, Peter Huntsman,
Ronald Reagan, Jon M. Huntsman, Sr., Kathicen Huntssan,
Christena Huntsman, Jon M. Humsman, Jr.,

James Huntsman, Jenmifer Huntsman
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I, Karen H. Huntsman, hereby state and affirm that: -
My name is Karen H. Huntsman.
2. I live at

3. I am the mother of nine children, including James
and Mark Huntsman and Jennifer Parkin (nee Huntsman).

4. Ours is a philanthropically and pclitically active
family. My husband and I have instilled in our children from an
early age the message that they should contribute to the
communities in which they live. Family discussions in our home
often center on political issues and candidates for public
office. In the early 1970‘s, the children then born visited
their father, a staff secretary to President Nixon, in the White
House. In 1984, my husband and I took all of our children to the
Republican National Convention in Dallas.

54 My youngest child, Mark, has limited mental
abilities, but he is able to understand and communicate his
wishes and ideas. My husband I and our other children have
always tried to treat Mark as any other member of the family. We
include him in family discussions and activities.

6. My husband and I established trust accounts in
amounts exceeding each for James, Jennifer and Mark in
1991 with proceeds trom certain family business concerns. The
money set aside was the children’s money, to be used on their
behalf only.

7. The trust account for Jennifer was closed and the
proceeds transferred to her and her husband on July 15, 1994,
shortly after their marriage. James’ trust account was closed
and the proceeds transferred to him on December 20, 1995.

8. I remain the custodian of the trust account for
Mark, as I was for the accounts for James and Jennifer. I
continue to have signatory power on the account for Mark, as I
did on the accounts for James and Jennifer when the accounts were
in existence.

8. Although Mark does not have, and James and
Jennifer did not have, signatory power over the accounts, I have'
routinely endeavored to keep the children apprised of
disbursements and satisfy myself that the disbursements are being
made with their knowledge and consent.




10. Bob Bennett is a neighbor, fellow church member,
and family friend. 1In 1992, my husband and I discussed Mr.
Bennett’s candidacy for the United States Senate on various
occasions with the children, stated that we would be supporting
his candidacy, and discussed with the children whether they also
wanted to support the Bennett campaign.

11. Each of the children knew Mr. Bennett. James and
Jennifer supported him persocnally and identified with his
political positions. They each told me they wanted to contribute
to his campaign. Mark liked Mr. Bennett personally, and I
understood that Mark wanted to give him the same type of support
as James and Jennifer. The contributions from James’, Jennifer's
and Mark‘’s trust accounts were made based on my understanding
that they each wanted to contribute to the campaign.

12. I did not know that the Bennett campaign had
refunded the contributions from James, Jennifer, and Mark until I
read the factual and legal analysis that accompanied the "reason
to believe” letter I received from the Federal Election
Commission in July 1996.

13. I am informed that the refunds, which were made in
1994, were sent to a Huntsman family business address, where an
employee filed them away without notifying me that the refunds
had been made.

14. After receiving the Commission’s letter, the
checks were located and presented to the bank on which they had
been drawn. The bank honored the checks. Thereafter, $2,000 was

returned to James and Jennifer each and $2,000 was redeposited
into Mark’s trust account.

Karen H. H

Subscribed and sworn to before me this
day of , 1996.

Mﬁ%

Notary Public

My Commission Expires: g;lggz;jﬁgQﬁnxl__
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I, James Huntsman, hereby state and affirm that:
1. My name is James Huntsman.

2. My birthdate is February 7, 1971. I am 25 years

3. 1 reside at
4. I am married and the father of two children.

S, Until the end of 1995, there was a bank account
held in trust for me to pay for things such as schooling and
other expenses. My mother was the account custodian.

6. The account was closed in 1995 and the proceeds
were transferred to me.

¥ Although I could not write checks against the
account, I was routinely comsulted about disbursements that were
made. If I wanted money withdrawn from the account for one
reason or another, I would consult with my wmother.

8. My family is interested in politics. We often
discuss political issues and candidates. While growing up, I
| various political fundraisers and the Republican
Convention in Dallas. My brother Jon was an assistant
to President Reagan and the ambassador to Singapore.

9. I was taught from an early age that it is
important to financially support candidates for public office who
share my values and political views.

10. I remember discussing the Bob Bennett campaign for
the Senate with my parents at various times in 1992. Mr. Bennett
was a neighbor of ours and a family friend. I was very
interested in Mr. Bennett's campaign and wanted to contribute to
it.

: 11. I was aware in 1992 that $2,000 from my trust
account was contributed to the Bennett campaign in October 1992.
My parents and I discussed these contributions and I made clear
that I supported his candidacy in this way.




12. I was 21 at the &
Bennett campaign were made fromq
and voluntarily made those con

Subscri and sworn to before me
this day of &%«:L 1996.

Notary ic

My Commission Expires: w_emﬂ_










15. : fy contributions to the Bennett campaign were made
knowingly M-!ﬁmﬂy.

Notary c

My Commission Expires: M_
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l&:r.tm:m honbymtc-ndufﬁncm:
My name is Mark Huntsman.

I live at

I was born on January 20, 1975. I am 21 years

Bob Bennett is my friend. I like to help him.

Mayr k

Mark Huntsman

sworn to before me this
» 1996.




Peter Bl ., Beq.

Federal Elect on Commission
999 B m' 'I'.
Washington, D.C. 20463

Re: MUR 4208 (Friemds of Bennett w
Campaign On-itl:.- nrhltialdfi. M' as

Dear Mr. Blumberg:

As noted on the enclosed Statement of Designation of
Counsel, this office s the Respondents in the above-
captionad matter. In future, address all

correspondence concerning the por s in tllil matter to my

attention.

In addition, M to 11 c.:.n.""'
rcqu.ct that the Comm:

e

8 3

If you have any further )ns, please do not hesitate to
call me at the above number.

97 0 43/

Sincerely,




The above-named individual {s hereby designated as my
counsel and is authorized to receive any notifications and other
communications from the Commission and to act on my behalf before
the Commission.

Date gnatu

Friends of Bob Bemmett

Commd. 8
RESPONDENT'S NAMB: Ggbal® Treamurer. o ooy B




GENERAL COUNSEL'S REPORT
- :

GENERATION OF MATTER
On June 25, l”‘.ﬂndﬂnhﬂmuhﬁnhhhﬁnﬁd

3

Bob Bennett Senatorial Campaign Committee (“the Committee™), and Stanley R.

de Waal, as treasuret, violated 2 US.C. § 441a(f) by receiving excessive contributions
from individuals." The Commission also found reason to believe that the Committee
violsted 2 U.S.C. § ABH66XA) by filing t Sl 48-hour disc
mnﬂp&mwbﬁ
pre-probable cause conciiation. Attachment 1.

; mw*umn%uhﬁ.ulﬁm
Huntsman violated 2 U.S.C. § 441a(a)(1)(A), by making excessive contributions to the
Commiittee. Karen Huntsman submitted a response on August 26, 1996 requesting that

970437831

the Commission take no further action with respect to her violations. Attachment 2.

' This matter was generated by an sudit of the Committee undertaken in accordance with 2 U.S.C.
§ 438(b). The Commitice is the suthorized commitiee of Senator Robert F. Bentett, who was a 1992
candidate for the office of United States Senator for Utah.



2US.C. § 441a(a)(1)(A) by making excessive contributions to the ; and |
2U.S.C. § 441af). The Commission identified eight $1,000 contributions that it
attributed to Karen Huntsman. Two $1,000 contributions designated for Senator
Bennett’s primary and general election campaigns were made from Karen Huntsman's
personal checking account on October 2, 1992. On the same date, six $1,000
-mmmMuSMBm'smyndMehcﬁmm
from three separate accounts on which Karen Huntsman appears on the check as the
account custodian on behalf of three other individuals, James H. Huntsman, Jennifer
Huntsman, and Mark H. Huntsman. The six contributions appeared to be deawn on
custodial accounts held for Karen Huntsman’s children, but controlled by her, and

therefore, attributable to her. See 2 U.S.C. § 441a(a)(1)(A); 11 CFR. § 110.10)Q)G):
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General Counsel’s Report in MURs 4252, 4253, 4254, and 4255, dated April 4, 1996.
B. Response
The Committee did not substantively respond to this finding and requested pre-
probable cause conciliation. Attachment 1. However, counsel to Karen Huntsman
provided a detailed response, including affidavits from Karen Huntsman’s children.
Attachment 2.




made from trust accounts established ten months before the date of the contributions. /d.
The response states that the accounts were established to provide for educational
expenses and other expenses of the children, and were not established as a source for
political contributions. Jd. It is explained that the Huntsman family is “well-known for
its charitable and humanitarian philanthropy, as well as its involvement in the political

arena.” Id. at 3. Furthermore, the response notes that Senator Bennett was a “neighbor,

family friend, and member of the Huntsmans’ church, whose political views were similar

to the Huntsmans’ own.” /d. at 2. The parents discussed the Bennett candidacy with the
children and the “contributions were in accord with the wishes of each of the children.”
.

contributions because of the family’s general involvement in politics and its relationship
to Senator Bennett. Jd. at 30-34. To demonstrate her independence in her decision to
contribute, Jennifer Huntsman pointed out that she declined to contribute to the candidacy
of Enid Greene despite her parents’ suggestions that she do so.” Id. at 33-34. The third

Huntsman child whose contributions are at issue, Mark Huntsman, was 3 1/2 months

, Jennifer Huntsman was married in the period since the contributions were made, and her new
legal name is Jennifer Parkin. For the purposes of clarity and consistency, this report refers to her by her
maiden name.




m-whum.mum 1d. at6. mm
submitted an affidavit stating that Senator Bennett is his “friend” and that he “likes to
help him.” Jd. at 36. Finally, the response notes that the Commission has previously
taken no further action against other respondents in situations similar to the Huntsetian
factual pattern. Jd. at 9-10 (citing MURs 488, 4252, 4253, 4254, 4255).

C.  Analysis

The Office of General Counsel recommends that the Commission take no further
action against Karen Huntsman or the Committee, with respect to the contributions
attributed to Karen Huntsman. Minor children may make contributions to political
committees if the decision o contribute is voluntary, the contributed funds are owned or
controlled by the child, and the contributions do not constitute the proceeds of a gift
whose purpose is to provide funds for the contribution. 11 C.F.R. § 110.1G)2)@-i).

James and Jeanifer Huntsman were over 18 at the time of the contributions, and,
therefiore, were not minors. 11 CF.R. § 110.1G)(2). As adults, their contributions should
not be sttributed to Karen Huntsman. Furthermore, there is information indicating that

the contributions of James and Jennifer Huntsman were voluntary and made with their

own funds. Their affidavits indicate that it was a family tradition to contribute to political

campaigns, and that they supported Senator Bennett because of shared political

philosophy and because they were personal acquaintances. Further, there is no indication




] “ Mﬁ-mw uc.u.monm). m; .
i it oo st Fo S Hbuntamncs vebatnlly seifionnd 5 s Ol
11 CFR. § 110.1G)2)G)-
The contributions made by Mark Huntsman, who was under 18 years of age at
the time of the contributions and is developmentally disabled, present an issue as to
whether he could make a knowing and voluntary contribution. As with the other

38

Huntsman children, Mark Huntsman had a social connection to Senator Bennett and

indicated in his affidavit that he wanted to help Senator Bennett. Additionally, Karen
Huntsman’s response stated that Mark Huntsman was included in the Huntsman family’s
political pursuits. Nevertheless, a minor’s general interest in politics or in helping friends
_ does not necessarily mean that he has knowingly and voluntarily decided 1o contribute to
:Mdeeﬁmm The Commission has considered similar contributions from

97043783

. See MUR 4252 (Commission took no further action against the parents of children, one
i

as young as 8, afier evidence was provided indicating that the children’s families were

politically active, and that the children took some interest in politics); MUR 4255

(Commission took no further action against parents who contributed $3,000 from

" Under the Utah Transfers to Minors Act, the “custodial property” of accounts like the ones

accounts held for the Huntsman children are “indefeasibly vested in the minor.” Utah Stat. Amn. 75-52-
112(2) (1995). Therefore, the children are the owners of the accounts.



 knowing and voluntary contributions. In light of these factors, the Office of General |
recommends that the Commission take no further action.

L CONCILIATION AND CIVIL PENALTIES FOR REMAINING
FINDINGS AGAINST THE COMMITTEE

The Commission found reason to believe that the Committee violated 2 US.C.
§ 441a(a)(1)XA) by receiving excessive contributions from several individuals. Michael -
Tullis, the Committee's Custodian of Records, made excessive contributions resulting
from the untimely reimbursement of his expenses. See 11 CF.R. § 116.5. Mr. Tullis
made advances through the use of his personal credit card to the Committee for his travel

and subsistence expenses, the travel and subsistence expenses of others, campaign offfice

expenses, media expenses, and other miscellaneous items. On June 1, 1992, Mr. Tullis’
otstanding credit belance was at its highest level, totaling $22.206. In adifitioh M.
Tullis" staff advances, the Committee’s audited contribution records revealed 24
contributions from 17 contributors in excess of the contribution limitations. These
excessive contributions totaled $19,450, but included the contributions involving Karen
Huntsman and her family. After subtracting the Huntsman contributions, the Committee

has received a total $13,450 contributions made in excess of contribution limitations.
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$1,000 or more received afier the twentieth day, but more: than 48 hours before, the
primary and general clections. The primary and the general clections for the Senate in
Utah were held on September 8, 1992 and November 3, 1992, respectively. Therefore,
the Committee should have disclosed contributions of $1,000 or more that were received
between Aungust 19, 1992 and September 6, 1992 and between October 14, 1992 and
November 1, 1992, within 48 hours afier the receipt of such contributions. 2 US.C.

§ 434(a)}(6)A). The Commitice was required to report 131 such contributions but failed
1o report 37 notices on 14 separate dates. These unreported contributions total $649,001.
conciliation. Attachment |. Since no additional investigation is required, the Office of
General Counsel recommends that the Commission enter into conciliation with the

Committee prior to a finding of probable cause 10 believe.




1. Take no further action against Karen Huntsman and the Friends of Bob
Bennett Senatorial Campaign Committee, and Stanley R. de Waal, as treasurer, with
mnmmmm

2. Enter into conciliation with the Friends of Bob Bennett Senatorial Campaign
Committee, and Stanley R. de Waal, as treasurer, with respect to violations of 2 US.C.
§§ 441a(f) and 434(a)(6)(A).




Attachments :

1. Response of the Friends of Bob Bennett Senatorial Campaign Committee, and
Stanley R. de Wisal, as treasurer (August 27, 1996).

2. Response of Karen Huntsman (August 26, 1996).

3. Proposed conciliation agreement.

Staff assigned: Peter G. Blumberg
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Marjorie W. Emmons, Secretary of the Federal Electicn
Commission, do hereby certify that om October 16, 1996, the
Commission decided by a vote of 4-0 to take the following
actions in MUR 4208:

- Take no further action against Earen Huntsman
Senatorial

to violations of 2 U.8.C. ll “h(ﬂ
{a) (6) (A).

Approve the conciliation agreement, as
in the General Counsel's Report

dated October 10, 1996.




Close the file with respect to Karem
Huntsman.
Commissioners Elliott, McDonald, McGarry, and Thomas voted
affirmatively for the decision; Commissioner Aikens did not

cast a vote.

Attest:
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October 18, 1996

Dear Mr. Baran:

On June 25, 1996, the Federal Election Commission found reason to believe that your
client, Friends of Bob Bennett Senatorial Campaign Committee (“the Committee™), and
Stanley R. de'Waal, as treasurer violated 2 U.S.C. §§ 434(a)(6)(A) and 441a(f). At your request,
on October 16, 1996, the Commission determined to enter into negotiations directed towards
“t”ﬂn“dhmmba&hdnﬂ“
10 believe.

wmwuuwuwhmd*
this matter. If your clients agree with the provisions of the enclosed agreement, please sign and
--u.dq-l civil penalty, to the Commission. In light of the fact that conciliation
negotiations, prior 10 & finding of probable cause 10 belicve, are limited to s maximum of 30
mnwwu-ﬂu-mum

muﬁ-mmummmmmmmm-mwh
Committes and its treasurer with respect to transactions involving contributor Karen
H. Huntsman. Additionally, you should be aware that the total amount of excessive
contributions set forth in the proposed conciliation agreement is $13,450, rather than the $11,450
discussed in the Committee’s factual and legal analysis.







On July 16, 1996, your client, Karen H. Huntsman was notified that the Federal Election
Commission found reason 10 believe that she violated 2 U.S.C. § 441a(a)(1)(A). On August 26,
1mmmm.mnmmsm»mm

mwumxum the Commission determined on
October 16, 1996, 1o take no further action against Ms. Huntsman, and closed the file as it
pertains to her. m’ﬂb“pﬂcmﬁm 30 days after this matter has been closed with

' ity provisions of 2 U.S.C. § 437(a)(12)(A) remain
gs still involved in this matter. The Commission will notify

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

e

Peter G. Blumberg
Attorney




Jan Witold Baran
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

RE: MUR 4208
Friends of Bob Bennett Senatorial Campaign
Committee, and Stanley R. deWaal, as treasurer

Dear Mr. Baran:

On October 22, 1996, you received the Commissicn’s proposed conci
foanendsofBabB-dmm&m-dﬁ, :
treasurer, md-n-. 4208. As-ui-hm c
NovmtbuZl 1996. | reminded mw&&
mmdm-i-summm In light of the appre
mmbqﬂhhmm If you have any ¢

me at (202) 219-36590.

Tk 1AL

Peter G. Blumberg




|

8 3

™~
M
T
O
™~
(o 8

On June 25, 1996, the Commission found reason o believe that the Friends of Bob
Bennett Senatorial Campaign Committee (“the Committee™), and Stanley R. de Waal, as
treasurer, violated 2 U.S.C. §“l(ﬂwmmmmﬂ5;ﬁﬁﬁm
1o believe that the Committee violated 2 U.S.C. § 434(a)(6)(A) by failing to file 48-hour
disclosure reports totaling $649.001. On October 16, 1996, the Commission entered into
conciliation with the Committee prior to a finding of probable cause to believe and approved a
proposed civil penalty
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Friends of Bob Bennett Sematorial

Committee and Stanley R.
de Waal, as treasurer.

I, Marjorie W. Emmons, Secretary of the Pederal Election
Commission, do hereby certify that om March 11, 1997, the
Commission decided by a vote of 5-0 to take the following
actions in MUR 4208:

l. Accept the conciliation agreement with

respondent Friends of Bob Bennett Senatorial
Campaign Coomittee and Stanley R. de Waal, as
treasurer, as recommended in the General
Counsel's Report dated Marxch 5, 1997.

Close the file.
Approve the appropriate letter, as
recommended in the General Counsel's Report
dated March 5, 19957.
Commissicners Aikens, Elliott, NMcDonald, McGarry, and
Thomas voted affirmatively for the decision.

Attest:

3-4/-97 s Enaane’

Date orie W. Emmons
Secre of the Coomission

Received in the Secretariat: Wed., Mar. 05, 1987 3:47 p.m.
Circulated to the Commission: Thurs., Mar. 06, 1997 11:00 a.m.
Deadline for wvote: Tues., Mar. 11, 1997 4:00 p.m.
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ERAL ELECTION COMMISSION

RE: MUR 4208
Friends of Bob Bennett Senatorial Campaign
Committee, and Stanley R. deWaal, as treasurer

Dear Mr. Baran:

On March 11, 1997, the Federal Election Commission accepted the signed conciliation
agreement submitied on your client's behalf in settlement of a violation of 2 U.S.C. §§ 441a(f)

and 434(a)(6){A), provisions of the Federal Election Campaign Act of 1971, as amended (“the
Act™). Accordingly, the file has been closed in this matter. :

The confidentiality provisions at 2 U.S.C. § 437g(a)(12) no longer apply and this matter
is now public. In addition, although the complete file must be placed on the public record within
30 days, this could occur at any time following certification of the Commission's vote. If you
wish to submit any factual or legal materials to appear on the public record, please do 5o as soon
as possible. While the file may be placed on the public record before receiving your additional
materials, any permissible submissions will be added to the public record upon receipt.

without the Wiitien consent of the respondent and the Commission. See 2 U.S.C.
§ 437g(a)(4)XB). The enclosed conciliation agreement, however, will become a part of the public
record.

-w”ﬂﬂamdhfnﬂymmm&rmh
Please note that the civil penalty is due within 30 days of the conciliation agreement's effective
date. If you have any questions, please contact me at (202) 219-3690.
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This matter was initiated by the Federal Election Commission ("Commission"),

5

manﬁhummamui
responsibilities under 2 U.S.C. § 438(b). The Commission found reason to believe that
the Friends of Bob Bennett Senatorial Campaign Committee ("the Committee”), and
Stanley R. deWaal, as treasurer, violated 2 U.S.C. §§ 441a(f) and 434@)(6)(A).

 NOW, THEREFORE, the Commission and the Friends of Bob Bennett
Senatorial Campaign Committee, having participated in informal methods of
conciliation, prior to a finding of probable cause to believe, do hereby agree as follows:

I.  The Commission has jurisdiction over the Friends of Bob Bemnett

Senatorial Campaign Committee, and Stanley R. deWaal, as treasurer, and the subject
*dﬂm.mmismhsdneﬁuduhm
pursuant to 2 U.S.C. § 437g(a)(4)AXG).

97043783



3

fﬂ-q-r"—. %, a3 s e s e | PPN e b« odeste R LR R

I. The Friends of Bob Bennett Senatorial Campaign Committee, &

L,

R. deWaal, as treasurer, enter voluntarily into this agreement with the
Stanley R. deWulmnmhemofﬂntheeatﬂnﬁmofﬁeeﬁh
question. He is named as a Respondent herein only in his capacity as the carrent

treasurer of the Committee. '

IV.  The pertinent facts in this matter with respect to the Friends of Bob

Bennett Senatorial Campaign Committee are as follows:
1.  The Friends of Bob Bennett Senatorial Campaign Committee is the
authorized committee of Semator Robert F. Bennett, who was a 1992 candidate for the

office of United States Semator for Utah.
2.  The Friends of Bob Bennett Senatorial Campaign Committee is a political
commitec within the meaning of 2 U.S.C. § 431(4).

97043783

3.  Michael Tullis, a Committee staff member made advances through the use
ofhhpu:mlaadiwdbhcmeforhhmvdmdnhimq—n,h
travel and subsistence expenses of others, campaign office expenses, media expenses,

$21,109 and one charge for the purchase of a computer constitute the majority of the



206. Since these advances, the Comamittee has repaid Mr. Tullising -

4. Coatribetions wealing $13,450 in excess of contribution limitatices‘weve.
received by the Committee, out of the $3,788,271 received by the Committee during
the entire 1991-92 election cycle. The excess contributions were refunded to the
contributors after the Commission’s Interim Audit report identified the contributions.

S.  The primary and the general elections for the Senate iz Utah were held on
September 8, 1992 and November 3, 1992, respectively. Between August 19, 1992
and September 6, 1992 and between October 14, 1992 and November 1, 1992, the
Committee received 6 contributions totaling $600,000 from Senator Bennett that were
not reported within 48 hours of receipt. In addition, the Committee received 31
contributions totaling $49,001 from other individuals that were not reported within 48
hours of receipt. The Committee did properly report 94 other contributions within 48
hours of receipt.

6. Individuals are prohibited from making contributions to candidates, their
authorized committees or agents, with respect to any election for federal office which,
in the aggregate, exceed $1,000. 2 U.S.C. § 441a(a)(1)(A). No officer or employee of

a political committee shall knowingly accept a contribution made for the benefit or use w
&

e




2U.S.C.§44h(f).
7. Under11CFR.§ 116.5(b), expenditures made on behalf of & political
&anmmmmmm,ordvm.m

contributions unless exempt from the definition of contribution under 11 C.F.R.
§ 100.7(b)(8), or unless they are made for an individual's personal transportation
expenses, and for the usual and normal subsistence expenses of an individual who is not
a volunteer, where such expenses are incurred while the individual is traveling on

behalf of a candidate. This exemption only applies, however, if the individual's

38

transportation and subsistence expenses are reimbursed within sixty days if the advance

!

was paid by credit card transactions or thirty days in other cases.

8. The principal campaign committee of a candidate must notify the Clerk of
the House, the Secretary of the Senate, or the Commission, as appropriate, in writing,
of any contribution of $1,000 or more received by any authorized committee of such
candidate after the twentieth day, but more than 48 hours before, any election. 2

970437 83

U.S.C. § 434(a)(6)(A); 11 C.F.R. § 104.5. Notification shall be made within 48 hours
after the receipt of such contribution and shall include the name of the candidate, the
office sought by the candidate, the identification of the contributor, the date of receipt,
and amount of the contribution. /d. This required notification shall be in addition to

all other reporting requirements under the Act. 2 U.S.C. § 434(a)(6)(B).

ol
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2.  The Friends of Bob Bennett Senatorial Campaign Comunittee and

Stanley R. deWaal, as treasurer, violated 2 U.S.C. § 434(a)(6)(A) when they failed to
report 37 contributions received on 14 separate dates within 48 hours of receipt.
3. The Respondents contend that none of these violations were

knowing or willful.

VI. The Friends of Bob Bennett Senatorial Campaign Committee and Stanley
R. deWaal, as treasurer, will pay a civil penalty to the Federal Election Commission in
the amount of $55,000, pursuant to 2 U.S.C. § 437g(a)(5)(A).

VII. The Commission, on request of anyone filing a complaint under 2 U.S.C.
§ 437g(a)(1) concerning the matters at issue herein or on its own motion, may review
compliance with this agreement. If the Commission believes that this agreement or any
requirement thereof has been violated, it may institute civil action for relief in the
United States District Court for the District of Columbia.

VIIL Thisw;haubecomceﬂwﬁveasofﬂndamﬂmaﬂimﬁum
have executed same and the Commission has approved the entire agreement.




parties on the matters raised herein, and no other statement, promise, or agreement,
either written or oral, made by either party or by agents of either party, that is not
contained in this written agreement shall be enforceable.

FOR THE COMMISSION
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m.b“mhhmumclmd The confidentiality provisions at
2 US.C. §437g(aX12) no longer apply and this matter is now public. In addition, although the
complete file must be placed on the public record within 30 days, this could occur at any time
following certification of the Commission's vote. If you wish to submit any factaal or legal
materials to appear on the public record, please do so as soon as possible. While the file may be
placed on the public record before receiving your additional materials, any permissible

submissions will be added to the public record upon receipt.
If you have any questions, please contact me at (202) 219-3690.

Sincerely,

Seh 1YL
Peter G. Blumberg
Attorney

Celebrating the Commission’s 20th Anniversary

YESTERDAY, TODAY AND TOMORROW
mmmmma:m




Dear Mr. Ashion:

This is to advise you that this matter is now closed. The confidentiality provisions at
2U.S.C. § 437g(a)(12) no longer apply and this matter is now public. In addition, although the
complete file must be placed on the public record within 30 days, this could occur at any time
following certification of the Commission's vote. If you wish to submit any factual or legal
materials to appear on the public record, please do so as soon as possible. While the file may be
placed on the public record before receiving your additional materials, any permissible
submissions will be added to the public record upon receipt.

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

-

Wt 1D~

Peter G. Blumberg
Attomey




|

M
a0

7

97043

This is to advise you that this matter is now closed. The confidentiality provisions at
2US.C. §437g(a)12) no longer apply and this matter is now public. In addition, although the
complete file must be placed on the public record within 30 days, this could occur at any time
following certification of the Commission's vote. If you wish to submit any factual or legal
materials to appear on the public record, please do so as soon as possible. While the file may be
placed on the public record before receiving your additional materials, any permissible
submissions will be added to the public record upon receipt.

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

Sincerely,
Yo 5
—T
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Dear Mr. Crouch:

This is to advise you that this matter is now closed. The confidentiality provisions at
2 US.C. § 437g(a)12) no longer apply and this matter is now public. In addition, although the
complete file must be placed on the public record within 30 days, this could occur at any time
following certification of the Commission’s vote. If you wish to submit any factual or legal
“hqmn&ﬂu‘.m&nnmupﬂ. While the file may be
placed on the public record before receiving your additional materials, any permissible
submissions will be added to the public record upon receipt.

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

Sincerely,
N e
prstiching .




Dear Senator Bennett:

This is to advise you that this matter is now closed. The confidentiality provisions at
2 U.S.C. § 437g(a)12) no longer apply and this matter is now public. In addition, although the
complete file must be placed on the public record within 30 days, this could occur at any time
following certification of the Commission's vote. If you wish to submit any factual or legal
materials to appear on the public record, please do so as soon as possible. While the file may be
placed on the public record before receiving your additional materials, any permissible
submissions will be added to the public record upon receipt.

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

Peter G. Blumberg




HISISTEDD FMR# _ Y208

DATE FILED 4~/~27 cnemawo. &

o— /Y

™M
©

/

O 4 3

9.7




