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FEDERAL ELECTION COMMISSION

1325 K STREET MW

April 4, 1979

Mr. Donald S. Bateman

Treasurer, Rick Bennett for
Congress

4221 228th Ave. S.E.

Issaquah, WA 98027

MUR 706 (78)

Dear Mr. Bateman:

This is to advise you that after concluding its
investigation, the Commission found no reasonable
cause to believe that the Rick Bennett for Congress
Committee violated 2 U.S.C. §441b and 11 CFR §110.4(c)
(2). Therefore, on April 3, 1979, the Commission
ditermined to close the file on the matter referred to
above.

Should you have any guestions regarding this
matter, please contact Miriam Aguiar, the staff member
assigned to this matter at 202-523-4057.

e L fafilile

William C. Oldaker
General Counsel
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FEDERAL ELECTION COMMISSION

1325 K STREET N,
WASHINGTON D0 20461

April 4, 1979

Mr. Donald 5. Bateman

Treasurer, Rick Bennett for
Congress

4221 228th Ave. 5.E.

Issaguah, WA 98027

Re: MUR 706 (78)

Dear Mr. Bateman:

This is to advise you that after concluding its
investigation, the Commission found no reasonable
cause to believe that the Rick Bennett for Congress
Committee violated 2 U.S5.C. §441lb and 11 CFR §110.4(c)
{2). Therefore, on April 3, 1979, the Commission
determined to close the file on the matter referred to
above.

Should you have any questions regarding this
matter, please contact Miriam Aguiar, the staff member
assigned to this matter at 202-523-4057.

SincIﬂy; /‘/dL/

William C. Oldaker
General Counsel
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W
WASHINGTON DO, 20463

April 4, 1979

Richard H. Bennett, Jr.
12350 206th Place, 5.E.
Issaguah, WA 98027
Re: MUR 706 (78)

Dear Mr. Bennett:

This is to advise you that after concluding its
investigation, the Commission found no reasonable
cause to believe that you vioclated 2 U.S5.C. §441b and

§44lg..,. Therefore, on April 3,,.1973, the Commisgion S
“"yoted, tnmqe‘tlle ﬂ%ﬁ%" He“mat “refer po L

above.

Should you have any guestions regarding this
matter, please contact Miriam Aguiar, the staff member
assigned to this matter at 202-523-4057.

51ncerﬂly,

Hlllxam C4 Gldaker
General Counsel
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W
WASHINGTON,DC, 20463

April 4, 1979

Mr. P.V. Plastino

President, Hagoth Corporation
85 N.W. Alder Place

issaquah, WA 98027

Re: MUR T706(78)
Dear Mr. Plastino:

This is to advise you that after concluding its
investigation, the Commission found no reasonable cause

to believe.that Hagoth.Corporation. violated 2 L.S5.C. B
"54_11qu% R S e o A SR

determined to close the file on the matter referred to
above.

Should you have any questions regarding this
matter, please contact Miriam Aguiar, the staff
member assigned to this matter at 202-523-4057.

Sincezl.y,-/‘/,/é—)

William C. Oldaker
General Counsel
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W
WASHINGTON.DC . 20461

April 4, 1979
Ms. Ava Frisinger
12321 - 231 Ave., S.E,.
Issagquah, WA 98027

Re: MUR 706 (78)

Dear Ms. Frisinger:

This is in reference to your complaint filed with
the Commission on 9 September 1978 in which you alleged
that Mr. Richard Bennett, Jr., violated the Federal
Election Campaign Act of 1971, as amended ("the Act")
by using corporate funds to pay campaign expenses and
accepting in-kind corporate contributions from Hagoth
Corporation.

The Commission found reason to believe that Richard
Bennett, the Rick Bennett for Congress Committee ("the
Committee") and Hagoth Corporation had violated 2 U.S.C.
§441b with regard to corporate funds which may have been
used in Mr. Bennett's federal election campaign.

Based on the investigation then conducted, the
Commission found no reasonable cause to believe that
Mr. Bennett, the Committee and Hagoth Corpcration
viclated §441lb of the Act. Therefore, on 3 April
1979, the Commission determined to close the file in this
matter.

If additional information comes to your attention which
you believe established a violation of the Act, please
contact me. Further, should you have any guestions regarding
this matter, please contact Miriam Aguiar, the staff member
assigned to this matter at 202-523-4057.

Sinczr.:ely, | /‘/ :

William C. Oldaker
General Counsel




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Richard Bennett, Jr.

Rick Bennett for Congress
Hagoth Corporation

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal
Election Commission, do hereby certify that on April 3,
1979, the Commission determined by a vote of 4-0 to
adopt the following recommendations, as set forth in
the General Counsel's Report dated March 7, 1979,

regarding the above-captioned matter:

o~
o
h
M
M

l. Find no reasonable cause to believe
respondents:

a. Richard Bennett, the Rick Bennett
for Congress Committee and Hagoth,
Inc. viclated 2 U.5.C. §441b;

Richard Bennett violated 2 U.S.C. §44lqg:

/79040

the Rick Bennett for Congress
Committee violated 11 CFR §110.4(c) (2).

2. Close the file.

Continued




MUR 706

General Counsel's Report
Dated March 7, 1979
CERTIFICATION

3. Send the letters attached to the above
named report.

Voting for this determination were Commissioners

Friedersdorf, Aikens, McGarry, and Harris.

Attest:

0

4fs/z7

Marjorie W. Emmons
Secretary to the Commission

T
M
™M

/9040

Signed by the General Counsel: 3-30-79
Received in Office of Commission Secretary: 3-30-79, 10:53
Circulated on 48 hour vote basis: 3=-30-79, 4:30
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BEFORE THE FEDERAL ELECTION COMMISSION
March 7, 1979 g MAR30 Al0: 53
In the Matter of
Richard Bennett, Jr. MUR 706 (78)

Rick Bennett for Congress
Hagoth Corporation

GENERAL COUNSEL'S REPORT

BACKGROUND
This matter was initiated on the basis of a notarized
complaint alleging that Congressional candidate Richard Bennett,l/
then president and sole stockholder of Hagoth Cerporation ("Hagoth"),
commingled corporate and campaign funds, used corporate funds to
pay campaign expensa2s, and accepted in-kind corporate contributions
from Hagoth. In addition, our examination of the Rick Bennett
for Congress Committee ("the Committee”™) reports disclosed that
the Committee had listed $5,100 in cash as contributions received
from Mr. Bennett. On 4 Octobe 1978, the Commission found reason
to believe that respondents Bennett, the Committee and Hagoth
violated 2 U.S.C. §44l1lb; that respondent Bennett violated 2 U.S.C.
§44lg; and that respondent Committee violated 11 CFR §110.4(c) (2).
The Commission reguested that respondents submit responses

to specific gquestions attached to their respective letters of

1/ The complaint was dated 8 September 1978. Bennett won the
Republican nomination for the third Congressional district in the
Washington State primary held on 19 September 1978 but was defeated
in the general election, receiving 41.35% of the vote.




notification, Committee Treasurer Donald Bateman responded on

the Committee's behalf. (See Attachment I) Mr. Bennett responded
to two sets of gquestions, one set addressed to him as candidate
(See Attachment II) and a second set addressed to him as Hagoth's
past-president. (See Attachment III)2/ Mr. P,V. Plastino, Hagoth's
new president, responded through his attorney on Hagoth's behalf.
(See Attachment IV)

Complainant's allegations were predicated on two newspaper
articles which, in turn, concerned interviews with Richard Hamilton,
former vice-president of Marketing at Hagoth, who had also been
associated with Bennett's political campaign. As Hamilton was
reported to have documentation to support his allegations that
Bennett violated the Act, guestions were sent to him regarding
these allegations. After a number of contacts with Hamilton, we
finally received a written response from him on 23 January 1979.3/
See Attachment V)

II. EVIDENCE

A. Corporate Contributions - Direct

Hamilton's response reiterated the allegations attributed

to him in the news articles. He said that Bennett used Hagoth

2/ Through Mr, Bennett's responses to the questions addressed to
him as candidate, we were made aware of the transfer of Hagoth's
ownership interest on 15 September 1978, from Bennett To Mr. P.V.
Plastino and of the fact that Plastino had assumed the presidency
of Hagoth. Neither Bennett nor Plastino responded to the original
questions addressed to Bennett as President of Hagoth, In view of
these corporate changes, we then sent separate gquestions to Bennett
and Plastino.

3/ Not having received proof of service of our original gquestions,
we were unable to ascertain the cause for delay until we obtained
Hamilton's unlisted phone number. We were then able to reach
Hamilton by phone and on 18 December he assured us that he would
respond.
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expense money to pay for campaign expenses and that he, Hamilton,
was present on 18 August 1978 when Bennett personally accepted a
$1,000 Hagoth expense check, and in turn, wrote a §1,000 personal
check to his campaign.4/ Further, Hamilton stated that on 18
August, Bennett had a Hagoth check for $100 cashed in order to pay
for a shipment of certain political material.

Bennett denied that he commingled corporate and campaign
funds. He stated that Hagoth did not pay for campaign expenses,
that "in all cases, he took payment as income from Hagoth,"™ which
would appear as ordinary taxable income on his W-2 form. All
transfers of corporate money were first listed as personal income
to Bennett, who subsequently made personal contributions to his
campaign.5/ In Bennett's position as Hagoth's sole stockholder
and president, he took income from Hagoth "whenever (he) damn well
felt like it."

Committee Treasurer Bateman stated that outside of a bill
received from Hagoth for incidental expenses, he had no knowledge

that Bennett directly used corporate money to pay for campaign

expenses. s/

4/ Corresponding $1,000 entries appear on both a Committee invoice
attached to Bateman's response and Bennett's 10 day pre-primary
report. (Attachment VI). The Committee treated the $1,000 as part
of Bennett's aggregate campaign contribution to his primary election
and therefore did not list the 51,000 separately on its reports.

5/ Hamilton submitted a memorandum dated 21 August 1978 from Bennett
to all Hagoth employees in which Bennett stated that he "will have to
be billed by the Company, as an individual (or given the value as

personal taxable income) for all transactions between the corporation
and his campaign. "At that point, (he) could make an in-kind contri-

bution to the campaign safely." (Attachment VII)

6/ Bateman attached a Hagoth memorandum which listed $76.15 in
campaign expenses owed Hagoth by the Committee. Bennett's 10 day pre-
primary report reflects the $76.15 as an in-kind clerical lcan from
Bennett to his Committee; the Committee treated the receipt of the
$§76.15 as part of Bennett's aggregate contributions to his campaign
for the primary election.
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Plastino stated he had no knowledge of Hagoth's policies

prior to his designation as president of Hagoth on 15 September
1978 and therefore could not provide information on this issue.

B. Corporate Contributions - In-Kind

The in-kind corporate contributions to which the complainant
refers concerns Bennett's use of a computer located at the
corporation and leased by Hagoth, and a computer terminal located
in Bennett's home. While there is no dispute that Bennett made
political use of the computer at Hagoth, Hamilton stated that
Bennett "undercharged” his campaign for this use. He stated that

while Bennett only billed the campaign $200 a month for use of a

computer port,7/ Bennett actually used the computer "on a totally

dedicated basis," and that "the political demands on the computer

were so great at times that Hagoth business could not be transacted."
Hamilton concluded that while Bennett billed himself $1,000 for five
months' use of the computer, the value of the time he used in one

month should have exceeded this amount. Hamilton had been requested

by the General Counsel's office to provide information and documentation
to substantiate the "underbilling" and provide information on the
computer terminal in Bennett's home. He failed to provide evidence

to document Bennett's amount of computer use, the value thereof,

and the period during which this use occurred.8/

7/ Hamilton stated that the corporate computer had 16 such ports,
Computer ports are communication lines which allow access to the
computer's data bank. They also serve as billing units for computer

use.

8/ Rather, Hamilton offered as evidence Bennett's "rationale™ for
the "undercharge:" According to Hamilton, Bennett felt that if he
erred in billing the campaign for computer use, it would be an error
in the government's favor as the government would receive a larger
amount in taxes from Hagoth.
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Bennett stated that he intended to use the computer at
Hagoth for five months (July through November, 1978) and paid for
this use by accepting $1,000 in compensation from Hagoth. This
transaction also appears on Bennett's candidate reports. Bennett
listed the 51,000 as an in-kind contribution to his committee,
part of his aggregate $10,914.14 contribution to his primary
election campaign. Bennett stated that as Hagoth's president and
sole stockholder, he had scle discretion in the decision to use the
computer for campaign purposes.9/ Plastino stated that after
September 15, 1978, the computer time leased by Hagoth could be
used for business purposes only.

While Bennett admitted he had a computer in his home which
had been installed and leased by Hagoth until 15 September when he
sold his interest in the corporation,l0/ he declined to answer
guestions as to the purposes of its use, stating that its use was a

"closely guarded secret" and not relevant to the FEC's inquiries.

9/ The only written agreement for this use consisted of an inter-
office memorandum drafted by Bennett, which he attached to his FEC
10 day pre-primary report. Bennett's responses also disclosed that
other employees were allowed personal use of Hagoth's computer.

10/ In his 24 October response, Bennett also stated that he had the
computer in his home for a period of approximately nine months.
Since Bennett became a candidate in August of 1978, he had this
computer for six months prior to that time.

Further, while Bennett's 12 December response indicated that
the monthly lease fee, paid by Hagoth until he assumed full
responsibility for the computer, was $936, his 24 October response
had indicated that "with a full field service maintenance agreement,
his total lease obligation amounted to approximately $2,000 per
month."”
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Hamilton did not respond to our questions concerning
Bennett's use of a computer in his home. Plastino did confirm
that Bennett assumed all responsibility for the computer terminal
in his home on 15 September as part of the sale agreement.

C. Cash Contributions

Bennett denied that the $5,100 in contributions reported by
the Committee as cash were "cash" transactions. He explained that
all transfers (contributions) to his campaign were by check written
to the Committee. Bennett stated that he used the "cash" reference
to differentiate these contributions by check from in-kind contri=
butions made by him to his campaign (i.e. use of the computer
leased by Hagoth).

Bateman confirmed Bennett's statement that the "cash" contri-
butions were in fact Bennett's personal checks deposited to the
Committee's account. According to Bateman, all funds received from
Bennett were by personal check to the Committee.

ITI. ANALYSIS

In connection with the possible violations of §441b, the
guestions that must first be answered are:

1. Did Bennett's relationship to Hagoth operate to convert the
contributions as declared by him from corporate assets to his
personal assets? and
Was the computer use declared by Bennett for campaign purposes
an undervaluation of these services?

Section 110.10(a) of the Commission's regulations specifies

that a candidate may make "unlimited expenditures from personal

funds,” and §110.10(b) defines "perscnal funds" to include
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(1) "any assets to which at the time he became a
candidate the candidate had legal and rightful title, or
with respect to which the candidate had the right of
beneficial enjoyment, under applicable state law, and
which the candidate had legal right of access to or
control over ... and

{2) Salary and other earned income from bona fide
employment ..."

Bennett was the sole stockholder and president of Hagoth 11/

As such, he was entitled to, and was accustomed to taking earned

income at irregular intervals and in irregular amounts.l2/ Given

Hagoth's apparent policy of allowing Bennett to write corporate
checks to himself at irregular intervals prior to his becoming

a candidate, and Bennett's past practice of drawing corporate
checks whenever he so desired, we think that the Hagoth "assets"
transferred by Bennett to his campaign were in fact assets over
which he had the "legal right of access ... and right of beneficial
enjoyment." Further, the taking by Bennett of these assets

first as personal taxable income and then subseguently making
personal contributions to his campaign when combined with his
prompt reporting of this to the Commission, supports the theory
that the assets involved in the transfer meet the "personal funds”
test of §110.10. Therefore, it appears that the "assets"
transferred were not corporate contributions as alleged in the
complaint, but rather transfers from Bennett's "personal funds"

to his federal campaign.

11/ Washington law was amended in 1975 to provide that direction
and management of solely owned corporations could be concentrated
in the same individual. RCWA §§23A.08.350, 23A.08.470.

12/ Neither Washington nor any other other state provides for
restrictions on compensation of corporate officers. 2 Washington
and Rothschild, Compensating the Corporate Executive (3d ed. ch 19.
1962). Indeed, in the close corporation, compensation often
constitutes the primary channel for distributing corporate profits.
2 Washington and Rothschild, Compensating the Corporate Executive
B49 (3d ed. 1962)
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The second issue is whether Bennett underbilled the amount of
computer use taken by him as personal income and listed as an in-
kind contribution to his campaign. Section 100.4(a) (1) (1ii) of
the regulations requires that the charge for use of facilities
be the "usual and normal charge," defined as "the price of (the)
goods in the market from which they ordinarily would have been
purchased at the time of their contribution.™ Bennett stated
that the usual computer fee was $200 per port, per month, but did
not indicate the amount of computer time used. While Hamilton
described Bennett's use of the Hagoth computer as being on a
"totally dedicated basis"™ and that the "political demands on the

computer were ,.. great at times," the description is vague and

fails to establish with any certainty the amount of time Bennett
actually spent on the computer. Hamilton also failed to provide
any documentation to support the alleged underbilling.l3/ 1Irn the
absence of specific evidence which might serve as the basis for
pursuing this issue further, and given Bennett's relationhsip to
Hagoth as previously discussed, we think Bennett's promptly reported
valuation of the computer use should be accepted.

As previously mentioned, Hamilton did not address questions
regarding the use of the computer terminal in Bennett's home for
campaign purposes. Bennett, on the other hand, stated in his 20

October response that the purpose for which this computer would be

13/ Hamilton's allegation of underbilling by Bennett is further
brought into question as a result of Bennett's divestiture of Hagoth
on September 15, 1978. In August, 1978, Bennett declared that his
use of the computer was for five months, including September, October
and November, 1978. However, after September 15, Bennett's access to
the computer at Hagoth ceased, so any excess usage by him prior to
that date might well have been covered by his declared usage for the
succeeding months.




used was not relevant to the Commission's inquiries and was a

"closely guarded secret.” Bennett's response is conclusory
rather than factual, however when read in light of his reporting
of the use of the computer at Hagoth, it should be interpreted to
mean that Bennett did not use the computer at home for campaign
purposes while it was leased by Hagoth.l4/

Regarding the possible vioclations of 2 U.S.C. §441g and 11
CFR §110.4(c) (2), Bennett and the Committee have sufficiently
explained the "cash expenditure" notations which appeared on
Committee reports. Both respondents stated that these "cash"
transfers were in fact personal checks from Bennett drawn on his
account and payable to the Committee. Therefore, Bennett is not
in violation of §44l1g of the Act and the Committee is not in
violation of 11 CFR §110.4(c) (2).
RECOMMENDATION

l. Find no reasonable cause to believe respondents

(a) Richard Bennett, the Rick Bennett for Congress
Committee and Hagoth, Inc. violated 2 U.5.C. §441b;

(b) Richard Bennett violated 2 U.S5.C. §441lg; and

(c) the Rick Bennett for Congress Committee violated 11 CFR
§110.4(c) (2).

Close the file

3. Send the attached letters

General Counsel

14/ The issue as to Bennett's pnsslble use of the computer in his
home for political purposes arose in the 26 August newspaper article
provided by complainant. There Bennett was reported to have "hinted"
that as part of his campaign, he planned a last minute direct mailing
designed by the computer in his home.




ATTACHMENTS

Committee's response

Candidate Bennett's response

Bennett's response as past president of Hagoth
Hagoth's response

Hamilton's response

Bennett's report

Memorandum

Proposed letters (3)

Letter to complainant




ATTACWMENT T

Q ‘ Q AGUIA R

FEDERAL ELECTION COMMISSION

TO: Mr. Donald Pateman, Treasurer Re: MUR T706(78)
Rick Bennett for Congress

QUESTIONS

Reports filed by your Committee and the candidate Richard Bennett
indicate that the Committee received in-kind and direct loans from
candidate Richard Bennett in the aggregate amount of $10,914.14.
This included a $1,000 expenditure on August 21, 1978 to Hagoth
Corporation for 5 months of computer time.

A) To your knowledge, were Hagoth employees required to operate
the computer?

NOT TO MY KNOWLEDGE.

If so, did the $1,000 fee include compensation for these employees?

Were any members of your Committee involved in this transaction?
If so, identify them.

NO OTHER MEMBERS WERE, TO MY KNOWLEDGE, OTHER THAN RICK BENMNETIT,
CANDIDATE.

D) Explain the terms and conditions of the computer use agreement.
Provide copies of any written agreement with the Committee made
for this usage.

THE ONLY WRITTEN AGREBMENT WAS SUBMITTED WITH THE PRE-PRIMARY RE!
Mr. Bennett disclose "cash" contributions
ycur Committee in the aggregate amount of 55,100 (see

iy
sport) ,

In what form were these amounts received, i.e. bank check,
draft, etc.?

THEY WERE BANK CHECKS DEPOSIDED INTO THE CAMPAIGN ACCOUNT.

neén were these amounts received and used by the Committee?
DUldc material in “upport of your answer.

.-._-u—‘-.'."__‘-. e
el =il
h:d-n.lur-,_ e '\-J’J""I-rl. =t vl B O

MPAIGH CHECK REGISTER. En wt¢S¢ )

KANCE THE CAMPAIGN.




jucstions to: ._ MUR 706 (78)
)enald Bateman, Treasurer.‘ '
‘iek Bennett for Congress

D) How, if at all, have these loans bébts Feporteap(
INCLUDED AS ITEM OME IN SECTION A, PAGE 1 OF THE PRE-PRIMARY
FEC REPORT.

The Complaint alleges that on or about August 18, 1978, Mr. Bennett
cashed a $1,000 corporate expense check and transferred the funds

to the campaign. What is your recollection of this $1,000 transfer?
Did the Committee receive any cash contributions (loans) from

Mr. Bennett other than those referred to in Question 1I1? If so,
explain the purposes for which these funds were used. State also
the date of each loan.

ALL COMMITTEE FUNDS FROM MR. BENNETT WERE BY PERSONAL CHECK FROM

MR. BENNETT (SEE CHECK REGISTER). MR. BENNETT HAS NEVER MADE "CASH"
TRANSACTIONS WITH RESPECT TO THE COMMITTEE OR THE CAMPAIGN!

T 4-

It is alleged that on or about August 18, 1978, Mr. Bennett used a

$100 corporate expense check to pay for shipping of campaign materials.

Do you have any knowledge of this? If so,

I HAVE NO KNOWLERGE OF THIS, ALTHOUGH ONE BILL FROM HAGOT
Describe what coordination, if any, occurred between Mr
and the Committee and what Committee materials, if any
involved,

’ .,__' E'[" A

LL FROM HAGOTH 13 ATTACHED, .

In your 10 day pre-primary r@p“rt, on
for net expenditures is mnr'e] 10 'me
" (See attachment H}. Hjs
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CORPORATION "

T0 : Dorothy Hore
FROM;: Sandrz Caddenhecd
RE: BEMNETT FOR COKGRESS CAMPAIGH EXPEHSES

Dorothy: here Is a llst of Incurred expenses to turn over to Rick regarding
expenses.

Recelpt for certifled Mall : 3,40
feceipt for certified Mal) 3.40
B8/16/78 =

» e
Greyhound Bus BI11) Tl ST TR F_’,,:‘
BJ’I'&!?E lI___,.--'-'-'_'-_-_ ”~ \‘-.._____________...--"'

Useae of xerox machine for
press releases: 550 coples @ hi¢ g = 22.C0
8/1/78 or thereabouts

Usage of xcrox machine for
one scturday about 0/0/78
L0 copies

My timz soent July 24 typlng
letters Y hours @ Apprn. 58.00 hr.

Mhone Bills will ba review by Bier € Comalttea
and submitted to Hacoth.
Ctherwise | know of no outstanding ¢iizcenscs to Hagoth,

hanl:s , Sandy

-
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October 20, 1978

William C. Oldaker, Gencral Counsel i ) _
Federal Election Commission g 0CY 24 Pil | :55
1325 K. Street N.W.

Washington, D. C. 20463 5’07-2.2?

RE: MUR 706 - ASSIGNED TO MIRIAM AGUIAR
Dear Mr. Oldaker,

Pursuant to the above-referenced complaint, herein is
my notarized and 3sworn affadavit. 1 don't believe I will
enlist the aid of legal counsel at this time, as the ques-
tions you ralse can be attributed to both your mis-reading
of my FEC reports as well as a bit of old fashioned politi-
cal harrassment by the local Democrats. Following, there-
fore, are my sworn answers to your questions: .

I. The August 26, 1978 report indicates I have a com-
puter in my home. That is correct. What, if any, use
I will make of the computer is a closely guarded secret
and is not relevant to your inquiries.

A. I have had the computer in my home for approx-
imately nine months.

B. Until September 15, 1978 the computer was
leased by Hagoth Corporation, of which I was the
sole stockholder. On September 15, 1978 I sold my
interest and stock in Hagoth Corporation. Part of
the buy-out agreement transferred the rights in
the computer to me personally. We are now in the
process of transferring that lease document to me.
Since the sale of my company, I nave assumed the
full liability and financial responsibility for
the computer. With the field service maintenance
agreement, the total lease obligation amounts to
approximately $2000 per month.

II. A) The $12,000 referred to in the article was an
off-the-wall guess, as we had not yet completed my FEC
reports. The $10,914.14 was indeed the correct amount.

B) There are no "Hagoth in-kind contributions”.
Hagoth billable items appear as items 7 and 8 on page 3
of my personal FEC statement, and as item one of page 3
of the same statment, form B. In all cases, I took
this as income from Hagoth Corporation, to appear on my
W-2 statement as ordinary income.

III. Concerning the aggregate $5100 "cash" referred to
in this item, there was no cash transfer. 1 used the
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term "cash" to differentiate these contributions from
"in kind"™ contributions. These wWere checks, written to
the campaign account and deposited accordingly. These
are summarized as item one, page 1 of form A included
in the committee FEC report of the same date.

In summary, I might point out the newspaper article was
written before the report closing date, and were there any
irregularities in our methods of accounting, you can't think
us so stupid as to let such irregularities go uncorrected.
The true fact is, my campaign manager and I had some person=
al differences which errupted in such a way as to attract
press attention. Were the allegations made to have any sub-
stance, I can assure you Mr. Hamilton would have filed a
formal complaint. But as is now the case, both Mr.
Hamilton and myself recognize the personal nature of our
conflict. The charges are indeed without substance, and I
trust you will reach the same conclusion after a careful re-
view of the facts.

Sincerely,

Candidate for Congress
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Richard h. Bennett, Jr.
12350-206th Place S.E.
Issaquah, Washington 48027

cBBiGh

William C. Oldaker, General Counsel
Federal Election Commission

1325 K. Street N.W.

Washington, D.C. 20463

RE: YOUR INQUIRY DESIGNATED MUR T06(78)

Dear Mr. Oldaker,

This is the third separate inquiry sent to me. All three
were apparently drafted simultaneously. Could I suggest you
get your act together? This is a perfect example of a bu-
reaucracy Jjustifying 1its own existence by generating work.
If you have a complaint about the accuracy of my reports,
then I Suggest you tell me how you want them modified or
re-written. The questions on this particular questioneer
are repetitive, foolish, and could be answered if you had
taken the time to read my previous statements.
Nevertheless, I will once more, answer your questions under
cath. You had better be thankful I didn't win the election,
because as a member of Congress I would not have rested
until you were made personafly responsible for the damages
due t0 unnecessary harraSsment. What in the hell would be
wrong with your submitting just one set of questions? You
could probably get by with a much smaller staff, I would
guess. Ok, Bill Baby, hera goes, once more with feeling:

3 428

J

0 a0 1

/

My relationship with Hagoth Corporation:

A. I founded Hagoth Corporation in April of 1976, and
sold my interest in Hagoth on September 15, 1978. My
total wages for 1978 were $74,959.30 and I took income
whenever I damn well felt like it. I was not on an ex-
pense account per se, as the secretary kept a petty
cash drawer which was used to maintain incidental of-
fice expenses. I have no access to those records, but
they are maintained now by Hagoth Corporation for tax
purposes, along with receipts.
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B. Other Hagoth officers while I was President were:
Patrick Hardee, Littleton, Colorade (303)771-0670.
Hardee was Vice president of engineering. Bruce
Rowe, Issaquah, Washington (206)226-3158. Bruce
Rowe was Vice President of Operations. Richard
Hamilton, Issaquah, Washington (206)271-0641 was
Vice President of Marketing. Ed Dittmar, Issa-

quah, Washington (206)392-7251 was Vice President
of Sales.

ITI. The August 24th newspaper report was correct, as I in-
dicated in a previous questioneer, except that the checks
were not listed as expenses by our accountant, but were as-
signed to me as ordinary income and taxable as such. Hagoth
records can verify this fact. The Hagoth accountant 1in
charge of this was Mrs. Dorothy Moore and she can be re-
ached at Hagoth Corporation.

A. MNo expenses were transferred to the campaign, and
all campaign transfers were reported as personal dona-
tions by myself. The dates have been previously re-
ported.

B. The expense account question was answered in I.A.
I did not have an expense account as such. I was imme-
diately reimbursed from petty cash, and those records
are still with Hagoth Corporation.

o~
N
-
M
it

C. Besides myself, Mr. Bruce Rowe was the only other
Hagoth employee who had check-signing authority.

4 0

D. No employee had any such rights, including myself.

0

A. FRe the Hagoth Computer:
Since 1 was the sole stockholder in the company, no one
else had any role in the decision whatsocever (Boy, you
guys surely ask stupid. questions). As for the agree-
ment, you have the only agreement, which was my inter-
nal memo dated August 21, 1978. The commercial fees
are in the memo.

/7 9

B. Other persons given personal uncharged use of the
computer were Mp, David Vandeygpnler, 9523 240th Ave.
S.E., Issaquah, Washington 98027 phone (206)392-1941
and Mr. Larry Walker, 24856 Tiger Mountain Road, Issa-
quah, Washington 98027 phone (206)392-7765. Again, the

commercial _fees gharged for such use were in my inter-
nal memo. Mr. Vandeventer donated some time to ini-

tially set up th ical computer data base, and he
- - - h
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volunteer time need not be reported.

IV. As of September 15th Hagoth did not lease the computer.
I personally leased the computer. Prior to September 15,
the computer was leased by Hagoth, The monthly lease fee
was $936, and you will have to obtain the lease agreement
from Hagoth. )

I answered this question previously. Do your homework!

In summary, you people are getting on my nerves. I question
your competence and I sincerely question your motives.

Sincerely,

Vbt th

Richard H. Bennett, Jr.
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JOHN JAMES WATSON December 12, 1978

. 308455
Federal Election Commission
1325 K Street NW
Washington, D.C. 20463

Attention William €. Oldaker
General Counsel

Re: MUR 706 (78)
Gentlemen:

This office represents the Hagoth Corporation
and hereby appears for said corporation,

In response to your letter to Mr, P. V. Plastino,
President of the Hagoth Corporation and the Federal Election
Commission's questionnaire attached to it, we are herewith
enclosing a response to the guestions asked.

3 4 3 |

3

|

rald F, Collier
torney at Law

/ 90 4 n
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FEDERAL ELECTION COMMISSION

TO: Mr, P, V, Plastino
-President, Hagoth Corporation RE: MUR 706 (78)

QUESTIONS
When did you become President of Hagoth Corporation ("Hagoth")?
ANSWER: September 15, 1978

As President of Hagoth, are you entitled to the use of a
corporate expense account?

 ANSWER: _ Yes

Iflsu; is it part of or in addition to your annual compensation?
ANSWER: 1In addition to,

Are you Hagoth's sole stockholder?

ANSWER: No

If not, list those individuals who hold stock in Hagoth and
the percentage held.

™
™M
T
M
M

ANSWER: The answering party declines to answer this information
feeling that it is persnnal and confidential, and not
relevant to the Commission's investigation. No part
of any of the capital stock of Hagoth Corporation is
now, or has been since 9/15/78 owned or held by Rick
Bennett or any other person who is or has been a
candidate for public office, either municipal, state
or federal.

|

What is your understanding of the corporate policy regarding
personal use of the corporate computer?

79 0 4.0

ANSWER: There is no_corporate computer. Hagoth Corporation
does purchase computer time, and the corporate policy
since September 15, 1978, the only policy matters
of which the answering party has any knowledge, has
been that the computer time purchased by the Hagoth
Corporation is to be utilized solely and strictly
for corporate business, and not for any personal use,

Has the policy changed subsequent to your designation as
President of Hagoth?

ANSWER: I have no knowledge of what the Hagoth corporate policy
was prior to my designation as President of Hagoth
Corporation on September 15, 1978, which was the same
date I acquired the controlling interest in the
capital stock of the corporation.

1
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FEDERAL ELECTION COMMISSION - QUESTIONS

* III. Explain the operation of Hagoth's expense account.

ANSWER: The corporate expense account is principally

. for the purpose of reimbursing authorized employees
for usual and necessary business expenses incurred
by them in the performance of their employment duties
for Hagoth. Occasionally funds are advanced for

anticipated business expenses,

pid the operation of the expense account change when
you became President of Hagoth?

ANSWER: I do not know what the operation of the

; expense account was prior to my becoming
President and the principal stockholder
of Hagoth on September 15, 1978,

Is the expense account part of or in addition to
annual compensation?

ANSWER: In addition to annual compensation

Are any Hagoth executives permitted to draw corporate
expense checks and later credit the amount of the
transaction as personal compensation from the
corporation?

ANSWER: Yes, only myself. If a check is drawn for
anticipated expenses, and any part of it is
used for expenses deemed not to be usual
or ordinary business expenses, that portion
of the advance is treated as personal compensa-
tion as opposed to payment of business expenses,

If so, is the compensation part of or in addition to
annual salaries.

ANSWER: In addition to.
During negotiations to purchase Hagoth from Mr. Bennett
or at any other point in time, were you aware of allegations

made regarding Mr. Bennett's use of Hagoth corporate expense
checks for his political campaign? * :

ANSWER: Absolutely not,

Were you aware that Hagoth had installed a computer in Mr.
Bennett's residence?

ANSWER: The only thing I knew was that Mr, Beannett had a
computer located in his residence.
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V.

(Cont inued)
If so, what arfangementa were made regarding this computer?

ANSWER: As part of the stock purchase and various related
agreements of 9/15/78, no further payments on the
lease of this computer were to be made by Hagoth
Corporation and they have not been., It is a leased
computer and Mr. Bennett assumed all responsibility

for payments on Lhe lease.

b i E L

elh T

Does Hagoth still own and maintain the computer?

e -".. - T R RO 1 o . e !
ANSWER: No.' Hagoth, to my knowledge, has never owned a

‘computer and has not maintained or leased any computer
since September 15, 1978, when I became President and
principal stockholder.

If so, state the maintenance cost.

ANSWER: Unknown

If not, state who owns the computer and who maintains it.

ANSWER: It is my belief that the computer is owned by EQUICO
Leasing Company of Bellevue, Washington, and has been
leased and maintained from that company by Rick

Bennett.

If the computer has been sold, include a copy of the sale
agreement.

ANSWER; Not applicable,
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Miriam Aguiap’
General Counsel's Office " W 9% B 22 08
Federal Election Commission 19 Jit Lo I - 1o
1325 K Street N.W.
Washington, D.C, 20463

e

£
Dear Ms Aguiar: v

Enclosed’ 18 a copy of the original letter to Wm. C. Oldaker
and the miscellaneous other copies, There wat also a memo
dated August 21 from Bennett to his bookkeeper that charged
the campaign a total of £1,000 for the use of the computer,
(I have misplaced my copy of that particular memo; but it can
probably bhe obtained if required.)

The docurent dated August 5 was a brief summary of the
situation that I prepared for The Poth Agency in Seattle, Poth
hgency has the reputation of being the most competent polygraph
testing agency in the northwest, I did subject myself to their
evaluations; and the essence of their final report was that,in
their opinion, I was telling the truth, (I subjected myself

to that examination with the intention of refuting the counter-
charges against me that were brought by Bennett,)

I think that the August 5 memo covers most of what we were
discusasing on the telephone; so, I won't repeat those points
within this letter.

However, there are several additional points that are perhaps
worth making.

Bennett did contzct me prior to his submitting his actual
report to you. =2ased on our discussions at that time, there
were some very obvious omissions (such as the trade of a Hagoth
voice stress analyzer -- provided by Hagoth Corp =-- to a local
baloonist in exchange for his flying a large, hot-air balloon
with a "Bennett for Congress" sign on it), omission which, I
understand, were subsequently corrected in the report, 1In snor
while I suspect that the final reports were relatively "clean",
I alse suspect that if I were to review them, tnat I could spot
other errors or omissions,

4nother point that we d4d not discuss on the telephone was
relative to Bennetts "rationzle" for the £1,000 "undercharge"
for the computer. (And, if you have difficulty following this,
it will probably be because I don't really understand what he
was saying, myself,) His rationale was that if he erred in
underbilling the campaign for the computer, ke was erring in
favor of the government —- because the government would receive
a greater amount of taxes in such a case (presumably from Hagoth).
At that time, however, Hagoth was in such severe financial
difficulty that there was tio realistic likelihood that the
corporation would have to pay any federal income taxes (the
company being in a loss position). Income to Bennett, however,
was real -- and therefore taxable!

"Another peoint that I would reiterate is that I did in fact
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contact The Federal Election Commission in this matter =- and
that the very first people to know about it were Kevin Kelley
and Bruce Shelton, These contacts were made before ahything
came out in the papers,

The final comment that I would make == &and I don't mean to
infringe on your particular area of expertise -- is relative
to the question of intent, Bennett apparently obtained legal
counsel almost immediately after this sltuation became publicly
known, He stated at that time that, "I haven't filed the
reports yet, so the only thing you can go on is intent -- and
you can't prove it.," Perhaps he is right, All that I can say
is that the 2100 check from Howard Ruff did not show up on any
reports (to the best of my knnwlad;e] -= and that in the final
analysis he did charge the campaign only 1000 for the use of
the computer. Beyond that, I was == and am still -- absolutely
convinced of what his intentions were. His handling of the
etty cash and his initial, vehement refusal to invoice the
campaign removed the last doubts that I had about his intentiomn.

But, the question as to the adequacy of my.convictions relative
to EBennetts's intentions is one that only you can answer,

Please let me know if you need more from me, And please let
me know what the final outcome is, I am most interested.

Richard A, Hamilton
12509 206 Place S.E.
Iszaquah, Wash 08027

(206) 271-0641
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Decembar 18, 1578

William C. Oldzker
General Counsel
Federal Election Commission
1325 K Street N.W.
Washington, D.C. 20463
Dear Mr QOldaker:
This letter, the enclosed documents, and the enclosed
cassettie recording are in response to your leiter of inguiry

referenced KUR 7/6 (78) and dated November 9, 1978.

I would zppreciate being advised of whatever final
disposition isarrived at in this case,

Respectfully,

Richerd 4. Hamilton
12509 206 Place S.E.

Isseguzh, Wa 98027
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1 have previously ccncluled, for a runter of 4iflerent reessons, that
Aictard Sannett, Jr. is in violetlion of reﬂﬂrql electiop law in the

focllowing partigulars:

1,) EZither Richz=rd Fenrett has diverted caxzpaigr contributions

porsenal use -- or, ne is a liar,

A. Tennett hac 3._urd to me crd to others oo repeated occasicns
that his fir s rtributicn was a $100 check from
doward Ruff (putlisher of The Juff Times ievort,.
“hen’asked atzut 2ec) to t it cdeposited
campaign scecount E.:n‘i zccourted for us regulred
always (except for the las%t tize) snswsred thst
misplaced the check and couldn't find it.

S

irto
oy law
he ka

when 3ernett was preraring to fill out his first FEJ report,
I told hix that he zust find the check =2nd get it deposited,
nie arsw cPPd that he cculdrn'?t because he had naeded tre

:81ly snd ithat ke had ezzhed 1¢.
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from Zagoth ,.c:r?‘;:\:‘atinn. Eennett refUsed ﬁ:--;qimng‘ i & A 1L
tho much trouble,.”
Cn Monday, 4August 21, 1978 Fenrnett claimed that there was
no wrong-doing on his part and that what he Teslly said on
the previous Friday was that he wouldn't invcice the camraizn
6n that particular day. '
«Cn lNorday, August 21, 1278,
potertial problems that he faced 2s a consegquence of his earlier
disrega.d of cempaign reporting requirements, he did write s z2mo
to ais employees advising thex to tegin to keep such records.)
£. “hen asked on Yorday sbtout the machinations with the Hagotn
petty cash and the package that was shipped out on the bus,
there was a lanz rause bz2fora Tennett respvorded, "It had %o
et out."

nnett wrote 3 Temo his bookkeeper on August 21,
th 3 ' §200 / month for the use cf
the Zagoth computer. = he charged wes for the

use of cne "port" or 1/ 5ti f the computer. .o agtual practics,

0
Dennett had utilized the computer on a totally cedicatad basis

iz oth business zculd noct te Ltransacted.
the tiams used in ¢ month should nave

ed the tctal canpaigr charge of ¢1,

F " x g Tap
from trhe first trat th
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August 21, 1978

TO: ALL HAGOTH EMPLOYEES

FM: RICK BERRETT

RE: KEEPING HAGOTH AND MY POLITICAL CAMPAIGN
SEPARATE

Please keep separate records for any time or
money you put into the campaign. For example,
we used petty cash to mail (on the bus) some
campaign literature for a county fair.

Corporations cannot make contributions to a campaign,
%0 I will kave to be billed by the company, as

an individual, (or given the value as personal taxable
compensation), at which point 1 can make an

in-kind contribution to the campaign safely.

Please, therefore, submit all receipts in memo

form, regarding time and money, This will keep

pe and the campaign out of trouble.

:“I;:‘l[‘lk.ﬁ .

e

LOLIE M, WASHINGTOMN SEOLT 1#08) £33
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August 21, 1978

TO: ALL HAGOTH EMPLOYEES
FM: RICK BENNETT

RE: KEEPING HAGOTH AND MY POLITICAL CAMPAIGN
- SEPARATE

) Please keep separate records for any time or
b, money you put into the campaign. For example,

_— we used petty cash to mail (on the bus) sode |
campaign literature for a county fair.

T
Corporations cannot make contributions to a campaign,

” 50 I will have to be billed by the company, as .

™ an individual, (or given the value as personal taxable |
compensation), at which point I can make an

— in-kind contribution to the campaign safely.

i

Please, therefore, submit all receipts in memo I
s form, regarding time and money, This will keep
] me and the campaign out of trouble,

o Bt
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON.D.C. 2463

Mr. P.V. Plastino

President, Hagoth Corporation
B5 N.W. Alder FPlace

Issaquah, WA 98027

Re: MUR 706(78)

Dear Mr. Plastino:

This is to advise you that after concluding its
investigation, the Commission found no reasonable cause
to believe that Hagoth Corporation viclated 2 U.S5.C.
§441b. Therefore, on March 1979, the Commission
determinged to close the file on the matter referred to
above.

Should you have any questions regarding this
matter, please contact Miriam Aguiar, the staff
member assigned to this matter at 202-523-4057.

Sincerely,

William C. Oldaker
General Counsel




- FEDERAL ELECTION COMMISSION

1325 K STREET MW
WASHINGTON . D.C. 20463

Mr. Donald §. Bateman

Treasurer, Rick Bennett for
Congress

4221 228th Ave. S.E.

Iasaquah, WA 958027

Re: MUR 706 (78)

Dear Mr. Bateman:

This is to advise you that after concluding its
investigation, the Commission found no reasonable
cause to believe that the Rick Bennett for Congress
Committee violated 2 U.S5.C. §441b and 11 CFR §110.44:)
(2) . Therefore, on March 1979, the Commission
determined to close the file on the matter referred to
above.

Should you have any questions regarding this
matter, please contact Miriam Aguiar, the staff member
assigned to this matter at 202-523-4057.

Sincerely,

William C. Oldaker
General Counsel
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FEDERAL ELECTION COMMISSION

1325 K STREET MW
WASHINGTON D.C. 20463

Richard H. Bennett, Jr.
12350 206th Place, S5.E.
Issagquah, WA 98027

Re: MUR 706 (78)

Dear Mr. Bennett:

This is to advise you that after concluding its
investigation, the Commission found no reasonable
cause to believe that you violated 2 U.5.C. §441b and
§441g. Therefore, on March 1979, the Commission
voted to close the file on the matter referred to
above.

Should you have any questions regarding this
matter, please contact Miriam Aguiar, the staff member
assigned to this matter at 202-523-4057.

Sincerely,

William C. Oldaker
General Counsel
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W
WASHING TON, D.C. 20461

Ms. Ava Frisinger
12921 . 231 AVE!; SPE-
Issaquah, WA 98027

Re: MUR 706(78)
Dear Ms. Frisinger:

This is in reference to your complaint filed with
the Commission on 9 September 1978 in which you alleged
that Mr. Richard Bennett, Jr., violated the Federal
Election Campaign Act of 1971, as amended ("the Act")
by using corporate funds to pay campaign expenses and
accepting in-kind corporate contributions from Hagoth
Corporation.

The Commission found reason to believe that Richard
Bennett, the Rick Bennett for Congress Committee ("the
Committee") and Hagoth Corporation had violated 2 U.S.C.
§441b with regard to corporate funds which may have been
used in Mr. Bennett's federal election campaign.

Based on the investigation then conducted, the
Commission found no reasonable cause to believe that
Mr. Bennett, the Committee and Hagoth Corporation
violated §441b of the Act. Therefore, on March
1979, the Commission determined to close the file in this
matter.

If additional information comes to your attention which
you believe establishes a violation of the Act, please
contact me. Further, should you have any questions regarding
this matter, please contact Miriam Aguiar, the staff member
assigned to this matter at 202-523-4057.

Sincerely,

William C. Oldaker
General Counsel




FEDERAL ELECTION COMMISSION

1325 K STREET MWW
WASHINGTON, D.C. 20463

CHARLES STEELE U)D

MARJORIE W. EMMONS '“

FEBRUARY 13, 1979
MUR 706 - Interim Investigative Report
dated 2-5-79; Signed by GC 2-8-79;
Received in OCS 2-9-79, 12:32
The above-named document was circulated on a 24
hour no-objection basis at 10:30, Monday, February 12, 1979.
The Commission Secretary's Office has received
no objections to the Interim Investigative Report as of

12:0n this date.







’9 .
BEFORE THE FEDERAL ELECTION cnms%xcﬂz' 32
February 5, 1979

In the Matter of
Richard Bennett, Jr.

Rick Bennett for Congress
Hagoth Corporation

INTERIM INVESTIGATIVE REPORT

This matter concerns possible violations of 2 U.S.C.
§441b. Non-respondent witness Richard Hamilton just submitted
written responses to questions posed by the Commission and we
are analyzing the information.,

A General Counsel's Report is presently being drafted

and will be submitted to the Commission upon its completion.

-
-

%@u
William C, ker

General Counsel
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January 18.19?9"ﬁﬁhL“:.ll

Miriam Aguiar

General Counsel's Cffice n3 P ‘1§

Federal Election Commission 9 Jal 2o B2

1325 K Street N.W.

Washington, D,C, 20463
conz »

Dear Ms Aguiar: CEVRVE 1T

Enclosed 4i# a copy of the original letter to Wm. C, Oldaker

and the miscellaneous other copies., There was also a memo

dated August 21 from Eennett to his bookkeeper that charged

the campalgn a total of $1,000 for the use of the computer,

(I have misplaced my copy of that particular memo; but it can

probably be obtained if required,)

The document dated August 5 was a brief summary of the
situation that I prepared for The Poth Agency in Seattle, Poth
Agency has the reputation of being the most competent polygraph
testing agency in the northwest, I did subject myself to their
evaluations; and the essence of their final report was that,in
their opinion, I was telling the truth, (I subjected myself

to that examination with the intention of refuting the counter-
charges against me that were brought by Bennett,)

I think that the August 5 memo covers most of what we were
discussing on the telephone; so, I won't repeat those points
within this letter,

n
-
M

iiowever, there are several additional points that are perhaps
worth making.

Bennett did contact me prior to his submitting his actual

report to you, Hased on our discussions at that time, there

were some very obviocus omissions (such as the trade of a Hagoth
vcice stress analyzer -- provided by Hagoth Corp == to a local
baloonist in exchange for his flying a large, hot-air balloon
with a "Bennett for Congress" sign on it), omission which, I
widerstand, were subsequently corrected in the report, In short,
while I suspect that the final reports were relatively "clean",

I also suspect that if I were to review them, that I could spot
other errors or omissions,

90 40
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Another point that we déd not discuss on the telephone was
relative to Bennetts "rationale" for the £1,000 "undercharge"
for the computer. (And, if you have difficulty following this,
it will probably be because I don't really understand what he
was saying, myself, iiis rationale was that if he erred in
underbilling the campaign for the computer, he was erring in
favor of the government -- because the government would receive
a greater amount of taxes in such a case (presumably from Hagoth,.
At that time, however, Hagoth was in such severe financial
difficulty that there was #io realistic likelihood that the
corporation would have to pay any federal income taxes (the
company being in a loss position). Income to Bennett, however,
was real =- and therefore taxable!

Another point that I would reiterate is that I did in fact




contact The Federal Election Commission in this matter -- and
that the very first people to know about it were Kevin Kelley
and Bruce Shelfon. These contacts were made before ahything
came out in the papers.

The final comment that I would make -- and I don't mean to
infringe on your particular area of expertise =- is relagsive

to the gquestion of intent., Bennett apparently obtained legal
counsel almost immediately after this situation became publicly
known, He stated at that time that, "I haven't filed the
reports yet, so the only thing you can go on is intent -- and
you can't prove it." Perhaps he is right. All that I can say
is that the $100 check from Howard Ruff did not show up on any
reports (to the best of my knowledge) -- and that in the final
analysis he did charge the campaign only $1000 for the use of
the computer. DBeyond that, I was =-- and am still -- absolutely
convinced of what his intentions were, His handling of the
petty cash and his initial, vehement refusal to invoice the
campaign removed the last doubts that I had about his intentionms.

But, the question as to the adequacy of my convictions relative
to Bennetts's intentions i= one that only you can answer,

Please let me know if you need more from me. And please let
me know what the final outcome is, I am most interested.

Respectfu

Richard A, Hamilton
12509 206 Place S.E,
Issaquah, Wash 98027

(206) 271=0641




December 18, 1978

William C, Oldaker

General Counsel

Federal Election Commission
1325 K Street N.W.
Washington, D,C., 20463

Dear Mr Qldaker:

This letter, the enclosed documents, and the enclosed
cassette recording are in response to your letter of inquiry
referenced MUR 7/6 (78) and dated November 9, 1978.

I would appreciate being advised of whatever final

c¢isposition isarrived at in this case,

Respectfully,

Richard A. Hamilton
12589 206 Place S,.E.
Issaquah, Wa 98027
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I have previously concluded, for a pumber of different rezsons, that
Aichard 3z2nnett, Jr. is in violstion of federgl election law in the
following particulars:

1.) Either Richard Fennett has diverted cazpaigrn contributions to his
pcrscnal use -- or, he is a liar.
A. Eenpett hac stated to me crd to others on repeated occasiors

thkat his first campaign corntributicn »as a $100 check from
Howard Ruff :ru“ianer of The Fuff Times iepor:..

hen’ Asked atbtcut the check, to get it deposited into the
dzpaipn account and accounted for as reguired by law, Bennet
1ways (except for the last time) answered that he had
is,;acea the check and couldn't find it.

en Bernett was preparing to fill out his first FEC report,
told him that he must find the check and get it deposited.
rswered that he cculdn't because he had neaded the

y parsenally and that he had cashed it.
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im that he couldn't do that hs couldn't do that sort
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from Zagoth Courporation. Bennett refused clalming, "It 1is
too much trouble.”

On Monday, August 21, 1978 EBennett claimed that there was

no wrong-doing on his part and that what he really said on
the previous Friday was that he wouldn't invcice the campaigzn
¢n that particular day. '

«On Nonday, August 21, 1978, after Bennett had become aware of the ===7
potential problems that ne faced 2s a cons2quence of his earlier
disregard of czmpaign revorting requirements, he did write z memo

to 4is employees advising thexm to begin to keep such racords.)

E. When asked on Monday atout the machinations with the Hagoth
petty cash and the package that was shipped out on the bus,
thzre was a longz pause before Fennett responded, "It had to
zet out."

Bernett wrote 3 memo to record and to his bookkeeper on August 21.
in that memo, ke charged the campaign $200 / month for the use cf
the Hagoth computer. The figzure ithat ha charged was for the

use of one "port" or 1/'5th of the computer. In actual practice,

Bernett had utilized the computer on a totally cedicated basis
artpaign. The political demands on the computer were
t times that Hagoth business cculd nct be transacteds.

the value of the tims used in one month sheould have
§1,000.

exceaied the total campaigr charge of

known from the first that t) :C prohibites such
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CORPORATION

August 21, 1978

ALL HAGOTH EMPLOYEES
FM: RICK BENNETT

RE: KEEPING HAGOTH AND MY POLITICAL CAMPAIGN
SEPARATE

Please keep separate records for any time or
money you put into the campaign. For example,
we used petty cash to mail (on the bus) some
campaign literature for a county fair.

Corporations cannot make contributions to a campaign,
so I will have to be billed by the company, as

an individual, (or given the value as personal taxable
compensation), at which point I can make an

in-kind contribution to the campaign safely.

Please, therefore, submit all receipts in memo

form, regarding time and money. This will keep
me and the campaign out of trouble.

. W

250 FOETH PLACE SOUTHEAST ISTAQUIAH, WASHINGTON SEO2T7 {20} 2251020
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FEDERAL ELECTION COMMISSION

1325 K STREET MW
WASHINGTON DC. 20463

MEMORANDUM TO CHARLES STEELE
FROM: MARJORIE W. EMMONS PNE ﬁ?f‘—'
DATE: JANUARY 4, 1979
SUBJECT: MUR 706 - Interim Investigative Report
dated 12-20-78: Signed 12-26-78;
Received in OCS 1-2-79, 2:45
The above-named document was circulated on a 24
hour no-objection basis at 11:00, January 3, 1979.
The Commission Secretary's Office has received
no objections to the Interim Investigative Report as of

12:00, this date.
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. . REGEIVED
OFEIC OF THE
BEFORE THE FEDERAL ELECTION COHHISF;QH: L STCRETARY
December 20, 1978

79JAN 2 P2: 4§
In the Matter of
Richard H. Bennett, Jr. MUR 706

Rick Bennett for Congress
Hagoth Corporation

INTERIM INVESTIGATIVE REPORT

This matter concerns possible violations of 2 U.S5.C.
§44lb. Mr. Richard Bennett has now responded to questions
mailed to him as past president of Hagoth Corporation.

Mr. P.V. Plastino, the new president of Hagoth, also submitted
a response, through his attorney to questions posed by the
Commission.

To date, we have not received a response from Mr. Richard

o
0
=T
M

Hamilton. However, we were able to locate a phone number for

Mr. Hamilton and have been in contact with him. 1In a conversation
with Mr. Hamilton on 19 December 1978, he stated that he had
completed his response to the Commission's questions and would

place his response in the mails on that date. We are presently

7 91 40

awaiting the receipt of Mr. Hamilton's response and will submit

a full report to the Commission shortly.

o B ¥

fa
Wi am C. dakeiiru
General Counsel C
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GERALD F. COLLIER

GERALD B. NETZKY
JOHN JAMES WATSON December 12, 1978

[
Federal Election Commission 308455
1325 K Street NW
Washington, D.C. 20463

Attention William C. Oldaker
General Counsel

Re: MUR 706 (78)

Gentlemen:

This office represents the Hagoth Corporation
and hereby appears for said corporation.

In response to your letter to Mr. P, V. Plastino,
President of the Hagoth Corporation and the Federal Election
Commission's gquestionnaire attached to it, we are herewith
enclosing a response to the guestions asked.

0
-
o
™

rald F. Collier
torney at Law

9 B 40
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ANSWER: The umr guty l.mn tp lw t.hi: i.n{u:mati.nn
feeling that "it is personal nﬁ::mﬂd-&ﬁi and not
h],«wut to the Commission's stigation. : Mo part

any of the . ﬂll Btock of Hagoth Corparation is

nw. or . hn‘ 9/15/78 owned ér held by Rick
Bennett or lny r person who is.or has been a
camd te ﬂq.- otﬂﬂ. either municipal, state

or Mul.

What is your und-titaqﬂ ing of t.h- cﬂﬂponte policy regardmg
personal use of ﬂu cw mtu?

ANSWER: There is no emremur ngath thpa:ttinn
~does p 8¢ ‘computer time, and the corporate polidy
‘since r.15; 1978, the only polhr mml
of wh the answdring party has any knowledge, has
been that the computer time purchased by the lhgnth
Corporation is to be utilized sclely and strictly
for corporate bulini:l. and not for any personal use.
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Has the policy changed luhnquqnt to your dedignation as
Preaident of Hagoth?

ANSWER: I have no knawhdge of ‘what the Eugot‘h corpnrate policy
was prior to my designation as President of Hagoth
Corporation on September 15, 1978, which was the same
date . I acguired the controlling interest in the
capital stock of the corporation..
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Federal Election Commission
1325 K Street NW
Washington, D.C. 20463

Attention William C. Oldaker
General Counsel




FEC HARRASSMENT

OLDAKER, 12/7/78 w b VED

| LULRAL LLECTION
COMMISSIUN

December 7, 1978

'78 DEC 12 PM 1256

Richard H. Bennett, Jr.
12350-206th Place S.E.
Issaquah, Washington 98027

608406

William C. Oldaker, General Counsel
Federal Election Commission

1325 K. Street N.W.

Washington, D.C. 20463

RE: YOUR INQUIRY DESIGNATED MUR TOG6(T8)
Dear Mr. Oldaker,

This is the third separate inquiry sent to me. All three
were apparently drafted Simultaneously. Could I suggest you
Bet your act together? This is a perfect example of a bu-
reaucracy justifying its own existence by generating work.
If you have a complaint about the accuracy of my reports,
then 1 suggest you tell me how you want them modified or
re-written. The questions on this particular questioneer
are repetitive, foolish, and coculd be answered if you had
taken the time to read my previous statements.
Nevertheless, I will once more, answer your questions under
oath. You had better be thankful I didn't win the election,
because as a member of Congress I would not have rested
until you were made perso;;’iy responsible for the damages
due to unnecessary harra¥®sment. What in the hell would be
Wwrong with your submitting just one set of questions? You
could probably get by with a much smaller staff, I would
guess. Ok, Bill Baby, here goes, once more with feeling:

0
0
T
]
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n

790 4

My relationship with Hagoth Corporation:

A. I founded Hagoth Corporation in April of 1976, and
sold my interest in Hagoth on September 15, 1378. My
total wages for 1978 were $74,959.30 and I took income
whenever I damn well felt like it. I was not on an ex-
pense account per se, as the secretary kept a petty
cash drawer which was used to maintain incidental of-
fice expenses. I have no access to those records, but
they are maintained now by Hagoth Corporation for tax
purposes, along with receipts.
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FEC HARRASSMENT . . PAGE 2
OLDAKER, 12/7/78

B. Other Hagoth officers while I was President were:
Patrick Hardee, Littleton, Colorade (303)771-0670.
Hardee was Vice president of engineering. Bruce
Rowe, Issaquah, Washington (206)226-3158. Bruce
Rowe was Vice President of Operations. Richard
Hamilton, Issaquah, Washington (206)271-0641 was
Vice President of Marketing. Ed Dittmar, Issa-
quah, Washington (206)392-7251 was Vice President
of Sales.

II. The August 24th newspaper report was correct, as I 1in-
dicated in a previous questioneer, except that the checks
were not listed as expenses by our accountant, but were as-
signed to me as ordinary income and taxable as such. Hagoth
records can verify this fact. The Hagoth accountant in
charge of this was Mrs. Dorothy Moore and she can be re-
ached at Hagoth Corporation.

A. No expenses were transferred to the campaign, and
all campaign transfers were reported as personal dona=-
t.ions by myself. The dates have been previously re-
ported.

B. The expense account question was answered in I.A.
I did not have an expense account as such. I was imme-
diately reimbursed from petty cash, and those records
are still with Hagoth Corporation.

C. Besides myself, Mr. Bruce Rowe was the only other
Hagoth employee who had check-signing authority.

D. No employee had any such rights, including myself.

A. FRe the Hagoth Computer:
Since I was the sole stockholder in the company, no one
else had any role in the decision whatsoever (Boy, you
guys surely ask stupid questions). As for the agree-
ment, you have the only agreement, which was my inter-
nal memo dated August 21, 1978. The commercial fees
are in the memo.

B. Other persons given personal uncharged use of the
computer were Mr. David Vandeventer, 9523 240th Ave.
S.E., Issaquah, Washington 98027 phone (206)392-1941
and Mr. Larry Walker, 24B56 Tiger Mountain Road, Issa-
quah, Washington 98027 phone (206)392-7765. Again, the
commercial fees charged for such use were in my inter-
nal memo. Mr. Vandeventer donated some time to ini-
tially set up the political computer data base, and he
freely donated that time to the campaign (he set a
limit of 6 hours per week). This was not reported, as




FEC HARRASSMENT . .

OLDAKER, 12/7/7T8B
volunteer time need not be reported.

IV. As of September 15th Hagoth did not lease the computer.
I personally leased the computer. Prior to September 15,
the computer was leased by Hagoth. The monthly lease fee

was $936, and you will have to obtain the lease agreement
from Hagoth.

I answered this question previously. Do your homework!

In summary, you people are getting on my nerves, I question
your competence and I sincerely question your motives.

Sincerely,

Voot

Richard H. Bennett, Jr.
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WIILLIAM C. gl DAKER

(rEne AL COUNSEL

FEDewhl ELECTIAV COMMi33(0
122 K. STREEF N.W.
WASHNGTON, D, C. 20063

o

0
.
"
™
=

/) 9N

Ko - MuR 206 (2%)



L
© ) Lr;,“l!k":”'E phY

T 1olav
FEDERAL ELECTION COMMISSION 1

TO: Mr, Donald Bateman, Treasurer Re: MUR 706(78)
Rick Bennett for Congress

QUESTIONS

Reports filed by your Committee and the candidate Richard Bennett
indicate that the Committee received in-kind and direct loans from
candidate Richard Bennett in the aggregate amount of $10,914.14.
This included a $1,000 expenditure on August 21, 1978 to Hagoth
Corporation for 5 months of computer time.

A) To your knowledge, were Hagoth employees required to operate
the computer?

NOT TO MY KNOWLEDGE.

If so, did the $1,000 fee include compensation for these employees?

Were any members of your Committee involved in this transaction?
If so, identify them.

NO OTHER MEMBERS WERE, TO MY KNOWLEDGE, OTHER THAN RICK BENNETT, THE
CANDIDATE.

Explain the terms and conditions of the computer use agreement.

Provide copies of any written agreement with the Committee made
for this usage.

THE ONLY WRITTEN AGREEMENT WAS SUBMITTED WITH THE PRE-PRIMARY REPORT.

c
M~
v
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Reports submitted by Mr. Bennett disclose "cash" contributions
(loans) to your Committee in the aggregate amount of §$5,100 (see
attached report),

9 040
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A) In what form were these amounts received, i.e. bank check,
draft, etc.?

THEY WERE BANK CHECKS DEPOSIDED INTO THE CAMPAIGN ACCOUNT.

When were these amounts received and used by the Committee?
Provide material in support of your answer.

Detail the purpose of these loans.

TO FINANCE THE CAMPAIGN.




Quebtions to: . Re: MUR 706(78)
Donald Bateman, Treasurer
Rick Bennett for Congress L06+

53008
8072%8

D) How, if at all, have these loans bgbd MepBrteap()
INCLUDED AS ITEM ONE IN SECTION A, PAGE 1 OF THE PRE-PRIMARY
FEC REPORT.

The Complaint alleges that on or about August 18, 1978, Mr. Bennett
cashed a $1,000 corporate expense check and transferred the funds

to the campaign. What is your recollection of this $1,000 transfer?
Did the Committee receive any cash contributions (loans) from

Mr. Bennett other than those referred to in Question II? 1If so,
explain the purposes for which these funds were used. State also
the date of each loan.

ALL COMMITTEE FUNDS FROM MR. BENNETT WERE BY PERSONAL CHECK FROM

MR. BENNETT (SEE CHECK REGISTER). MR. BENNETT HAS NEVER MADE "CASH"
TRANSACTIONS WITH RESPECT TO THE COMMITTEE OR THE CAMPAIGN!

It is alleged that on or about August 18, 1978, Mr. Bennett used a
$100 corporate expense check to pay for shipping of campaign materials.

A) Do you have any knowledge of this? If so,

I HAVE NO KNOWLEDGE OF THIS, ALTHOUGH ONE BILL FROM HAGOTH IS ATTCHD.
Describe what coordination, if any, occurred between Mr. Bennett

and the Committee and what Committee materials, if any, were
involved.

M~
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THE BILL FROM HAGOTH IS ATTACHED,

In your 10 day pre-primary report, on page 2, line 3, your entry

for net expenditures is marked as "meaningless because of in-kind

mix." (See attachment B). Further explain this statement.

WE MADE SOME MISTAKES IN FILLING OUT THE FEC REPORT, WHICH

CONFUSED IN-KIND WITH XTXB® MONETARY ITEMS. WHILE ALL ITEMS WERE
ACCURATELY REPORTED, WE ARE CURRENTLY IN THE PROCESS OF AMMENDING
OUR FEC REPORTS IN ORDER TO MAKE OFFSETTING CORRECITONS TO THE
IN-KIND ENTRIES, SO THE "BALANCE"™ ENTRY ON THE FEC REPORT
ACCURATELY REELECTS THE CASH (MONEY) BALANCES. THUS, IT WAS OUR
ERROR IN INTERPRETING THE WAY IN WHICH TO FILL OUT YOUR FORMS,
WHICH WE HOPE YOU WILL BE ABLE TO ATTRIBUTE TO OUR INEXPERIENCE
IN DEALING WITH SUCH REPORTS.

9 0400
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STATE OF WASHINGTON
COUNTY OF KING Donald S. Bateman

On this day n»erscnally anneared befors me, Dorm1ld S. Bateman,

to me known toc be the individual described in and whe executed
the within and foregoing instrument.

; A 3 ¥ - j¥f/ 4 ¥
Given under my hand and official Al Lo Y7 e b

seal thiséaﬂdlday ofCEQﬂ:éé-ﬁlﬂFa. Notary fublic in and for t
of Wwashington, residing at -
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Donald . Batrman
590 S.E. Kramer Pl
Iég%quah. WA 98027

Mr. William QOldake -
f rderal Flection Commizsion
1325 "K" St. N.W.

washington, D.C. 20467




FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON.D.C. 20463

MEMORANDUM TO CHARLES STEELE

FROM: MARJORIE W. EMMONS

DATE: DECEMBER 1, 1978

SUBJECT: MUR 706 - Interim Investigative Report
dated 11-24-78; Signed 11-28-78;
Received in 0Cs: 11-29-78, 3:09

The above-named document was circulated on a 24
hour no-objection basis at 1:00, November 30, 1978.

The Commission Secretary's Office has received

no objections to the Interim Investigative Report as

of 2:90 this date.
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BEFORE THE FEDERAL ELECTION mxss:ﬂﬂh
November 24, 1978

JGNOV2Y P3: 09

In the Matter of
Richard H. Bennett, Jr. MUR 706

Rick Bennett for Congress
Hagoth Corporation

INTERIM INVESTIGATIVE REPORT

This matter concerns possible violations of 2 U.S.C. §441b.
Two of the respondents, Richard Bennett and Donald Bateman for
the Rick Bennett for Congress Committee have submitted responses
to questions posed by the Commission. Mr. Bennett refused to
answer gquestions addressed to him as president of Hagoth Corporation
as he no longer serves in that position. Therefore, the original
letter and questions were redrafted and mailed to Mr. Bennett on
16 November 1978 as past president of Hagoth. An additional
letter and questions were mailed to Mr. P.V. Plastino, as the
new president of Hagoth on 16 November 1978.

The original letter sent to Richard Hamilton may not have
been sent certified and we have received no response from him and
cannot reach him by phone. On 9 November 1978, we remailed a
certified letter to him.

As answers to questions posed to Mr. Bennett as past
president of Hagoth, Mr. Plastino as president of Hagoth and
Mr. Hamilton are relevant to the allegations and issues raised in

this matter, we are awaiting these responses and shall submit a
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full report to the Commission when they have been received

and analyzed,

%‘8 / 78 e Z/c,)m%ﬁ//

Date William Oldaker
General Counsel
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FEDERAL ELECTION COMMISSION

1125 K STREET MW
WASHINCTON, D.C. 20463

November 15, 1978

CERTIFIED MAIL
BRETURN RECEIPT REQUESTED

Mr. P. V. Plastino

President, Hagoth Corporation
B5 N.W. Alder Place

Issaquah, Washington 98027

Re: MUR 706 (78)

Dear Mr. Plastino:

The Federal Election Commission has received a
complaint which alleges that the Hagoth Corporation
("Hagoth") committed certain violations of the Federal
Election Campaign Act of 1971, as amended ("the Act").
A copy of the complaint is enclosed. We have numbered
this matter MUR 706.

The Commission has found reason to believe that
the matters alleged in the complaint state a violation
of 2 U.5.C. §441b. Specifically, it appears that
Hagoth made monetary and in-kind contributions to
Mr. Richard Bennett and his principal campaign committee,
the Rick Bennett for Congress Committee in violation of
§441b(a) of the Act.

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

The Commission is under a duty to investigate this
matter expeditiously. Therefore, your response should
be submitted within ten days after your receipt of this
notification.
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If you have any questions, please contact Miriam
Aguiar, the staff member assigned to this matter at
202-523-4160.

This matter will remain confidential in accordance
with 2 U.S8.C. §437g(a) (3) (B) unless you notify the

Commission in writing that you wish the investigation
to be made public.

If you intend to be represented by counsel in

this matter, please have such counsel so notify us in
writing.

Since ely, :
willi . Dldaker
General Counsel

Enclosure
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[ Authorized agent
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DATE OF DELIVERY
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[1 RESTRICTED DELIVERY
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TO:

FEDERAL ELECTION COMMISSION

Mr. P. V. Plastino
President, Hagoth Corporation Re: MUR 706 (78)

QUESTIONS

When did you become President of Hagoth Corporation
("Hagoth"™)? As President of Hagoth, are you entitled
to the use of a corporate expense account? If so, is
it part of or in addition to your annual compensation?

Are you Hagoth's sole stockholder? If not, list those
ingéviduals who hold stock in Hagoth and the percentage
eld.

What is your understanding of the corporate policy
regarding personal use of the corporate computer? Has
the policy changed subsequent to your d251qnat10n as
President of Hagoth?

Explain the operation of Hagoth's expense account.

(1) Did the operation of the expense account change
when you became President of Hagoth?

(2) Is the expense account part of or in addition to
annual compensation?

(3) Are any Hagoth executives permitted to draw corporate
expense checks and later credit the amount of the trans-
action as personal compensation from the corporation?

{4) If so, is the compensation part of or in addition to
annual salaries.

During negotiations to purchase Hagoth from Mr. Bennett

or at any other point in time, were you aware of allegations
made regarding Mr. Bennett's use of Hagoth corporate expense
checks for his political campaign?




MUR 706 (78)

P.

V.

Plastino

Were you aware that Hagoth had installed a computer in

Mr. Bennett's residence? If so, what arrangements were
made regarding this computer? Does Hagoth still own and
maintain the computer? If so, state the maintenance cost.
If not, state who owns the computer and who maintains it.

If the computer has been sold, include a copy of the sale
agreement.
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W,
WASHINGTON D.C. 20463

November 15, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Richard H. Bennett
12350 - 206th Place, S.E.
Issaquah, WA 98027

Re: MUR 706(78)

Dear Mr. Bennett:

You were notified on 14 October 1978 that the Federal
Election Commission, pursuant to a complaint filed against
you, had found reason to believe that your principal
campaign committee, the Rick Bennett for Congress Committee,
violated 2 U.5.C. §441b in connection with the acceptance
of monetary and in-kind contributions allegedly received
from the Hagoth Corporation.

You were also notified that under the Federal Election
Campaign Act of 1971, as amended, you had the opportunity
to demonstrate that no action should be taken against you.
The Commission received your response to the complaint on
24 October 1978.

In addition to questions sent to you at your residence,
a separate set of guestions were sent to you as President of
Hagoth Corporation at the corporate address. While you have
stated that you are no longer connected with Hagoth, these
questions are pertinent to the final determination of this
matter and the Commission requests that you submit answers
to them. (See attachment) Where appropriate, statements
should be submitted under oath.
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The Commission is under a duty to investigate this
matter expeditiously. Therefore, your response should be

submitted within ten days after your receipt of this
notification,

If you have any gquestions, please contact Miriam
Aguiar, the staff member assigned to this matter, at
202-523-4160.

This matter will remain confidential in accordance

with 2 U.S5.C. §437g(a) (3) (B) unless you notify the
Commission in writing that you wish the investigation to

be made publiec.
‘Jrej.?'

Willidm €. Oldaker
General Counsel

Enclosures

e ]
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FEDERAL ELECTION COMMISSION

Mr. Richard Bennett Re: MUR 706 (78)
Former President, Hagoth Corporation

QUESTIONS

Describe your relationship with Hagoth Corporation (Hagoth).

A) How long were you an owner or stockholder of Hagoth?
What was your salary, dividends on stock ownership
or other financial drawing privileges, if any, and
how often did you receive such payments? For the
period July 1977 to the present, please state the
amounts you drew in expenses each month, and state
the purposes for which these funds were drawn.

List the names and addresses of other Hagoth officers
while you were associated with Hagoth.

The August 24, 1978 issue of the Bellevue Daily Journal
American reports you as saying that some Hagoth employees
were upset that you were transferring corporate money to
the campaign, so you listed the 51,000 check as expense
payment, that way, (the) employees wouldn't know the money

was actually going to the campaign. Is this statement
substantially correct?

A) What corporate checks, if any, other than the $1,000
check referred to in the article, were listed as
expenses and transferred to your campaign? State
the dates and amounts of these checks.




MUR 706 (78)
Richard Bennett =N v

B) [i) In connection with your association with Hagoth,
did you have an expense account?

[ii] Was the expense account part of or in addition
to your annual compensation?

[iii] How long did you have this account?

[iv] WwWhat were the terms and conditions of its use?

[v] Was the expense account subject to any limita-
tions as to the annual amount withdrawn for personal
expenses?

Who had the power in Hagoth to authorize and sign
expense account checks?

[i] Other than yourself, were any Hagoth executives
permitted to draw corporate expense checks and later

credit the amount of the transaction as personal com-
pensation from the corporation?

[ii] If so, was the compensation part of or in addition
to annual salaries?

9 0 40

[11i] Was there a maximum amount which could be drawn
from the expense account for personal use or compensa-
tion?

]

A Hagoth internal memo dated August 21, 1978 attached

to your 10 day pre-primary reports stated that Hagoth
permitted you use of the corporate computer for campaign
purposes. (see attachment A).




MUR 706 (78)
Richard Bennett

[i] Did you participate in the decision to lease
the computer for this purpose? If so, explain your
role in this matter.

[ii]) Describe the terms and conditions of the use
agreement, the amount paid for computer time and the
amount of use involved. Submit copies of the agreement.

The memo also refers to other persons permitted use
of Hagoth's computer for personal projects.

[i] Submit the names, addresses and occupations of
individuals permitted to use Hagoth's computer within
the last 2 years prior to the sale of Hagoth.

[ii] Include the commercial hourly, weekly, or monthly
fee charge by the corporation for such use.

M~
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[iii] State whether use of the computer required the
presence of corporate employees to initially process
the information and operate the computer. If so, did
the commercial fee include compensation of these
employees.

I

The complaint alleged that Hagoth leased the computers. Is
this correct? Explain.

2040

J.

A) If the allegation is correct, what was the annual
corporate cost for use of the computer while you were
asscciated with Hagoth? What were the terms and condi-
tions of the lease agreement? Submit a copy of the
agreement and documents indicating the annual fee paid.

The August 24, 1978 Journal American reports that you cashed
a Hagoth corporate expense check for $100, used part of the
money to pay for campaign shipments and deposited the rest
into Hagoth's petty cash fund. 1Is this allegation correct?
What corporate expense checks, if any, were cashed by you
and used to pay campaign costs? List the dates and amounts
of these checks.
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MUR 706 (78)
Richard Bennett

A)

Describe the operation of Hagoth's petty cash fund
while you were associated with the corporation.

Who in Hagoth had authority over the petty cash fund?

Were transfers and deposits to the fund recorded, along
with the name or initials of each depositor? If so,
submit copies of entries for June through September

of 1978.




FEDERAL ELECTION COMMISSION

1125 K STREET N.W,
WASHNGTON D.C. 2046)

MEMORANDUM TO CHARLES STEELE
FROM MARJORIE W. EMMONS Mf—a‘?f"
DATE: NOVEMBER 1, 1978
SUBJECT: MUR 706 - Interim Report dated 10-26-78
Signed: 10-27-78
Received in OCS: 10-30-78, 1:21
The above-named document was circulated on a 24
hour ro-objection basis at 4:00, October 31, 1978.
Tie Commission Secretary's Office has received

no objections to the Interim Report as of 4:30 this

date.
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BEFORE THE FEDERAL ELECTION cOOREEION
October 26, 1978
1 06130 pl: 210

In the Matter of
Richard H. Bennett, Jr.

Rick Bennett for Congress
Hagoth Corporation

INTERIM REPORT

This matter concerns possible violations of 2 U.S.C.
§441b. The period within which respondents must respond to

questions posed by the Commission has not yet lapsed. We

have received a response from one respondent and are awaiting
the other responses. When they have been received and analyzed,

we shall submit a full report to the Commission.
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7~ Date’ William C. Oldaker
General Counsel




October 20, 1978

William C. Oldaker, General Counsel -
Federal Election Commission (6 0CT 24 PH | - 35
1325 K. Street N.W.

Washington, D. C. 20463 5’07;2_2?
RE: MUR 706 - ASSIGNED TO MIRIAM AGUIAR
Dear Mr. Oldaker,

Pursuant to the above-referenced complaint, herein is
my notarized and sworn affadavit. I don't believe I will
enlist the aid of legal counsel at this time, as the ques-
tions you raise can be attributed to both your mis-reading
of my FEC reports as well as a bit of old fashioned politi-
cal harrassment by the local Democrats. Following, there=-
fore, are my sworn answers to your questions:

I. The August 26, 1978 report indicates I have a com-
puter in my home. That is correct. What, if any, use
I will make of the computer is a closely guarded secret
and is not relevant to your inquiries.

A. I have had the computer in my home for approx-
imately nine months.

B. Until September 15, 1978 the computer was
leased by Hagoth Corporation, of which I was the
sole stockholder. On September 15, 1978 I sold my
interest and stock in Hagoth Corporation. Part of
the buy-out agreement transferred the rights in
the computer to me personally. We are now in the
process of transferring that lease document toc me.
Since the sale of my company, I have assumed the
full liability and financial responsibility for
the computer, With the field service maintenance
agreement, the total lease cbligation amounts to
approximately $2000 per month.

II. A) The $12,000 referred to in the article was an
off-the-wall guess, as we had not yet completed my FEC
reports. The $10,914.14 was indeed the correct amount.

B) There are no "Hagoth in-kind contributions".
Hagoth billable items appear as items 7 and 8 on page 3
of my personal FEC statement, and as item one of page 3
of the same statment, form B. In all cases, I took
this as income from Hagoth Corporation, to appear on my
W-2 statement as ordinary income.

III. Concerning the aggregate $5100 "cash" referred to
in this item, there was no cash transfer. 1 used the
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term "cash™ to differentiate these contributions from
"in kind™ contributions. These were checks, written to
the campaign account and deposited accordingly. These
are summarized as item one, page 1 of form A included
in the committee FEC report of the same date.

In summary, I might point out the newspaper article was
written before the report closing date, and were there any
irregularities in our methods of accounting, you can't think
us so stupid as to let such irregularities go uncorrected.
The true fact is, my campaign manager and I had some person-
al differences which errupted in such a way as to attract
press attention. Were the allegations made to have any sub-
stance, I c¢an assure you Mr. Hamilton would have filed a
formal complaint. But as is now the case, both Mr.
Hamilton and myself recognize the personal nature of our
conflict. The charges are indeed without substance, and I
trust you will reach the same conclusion after a careful re-
view of the facts.

Sincerely,

Candidate for Congress
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FEDERAL ELECTION COMMISSION

1325 K STREET MW
WASHINGTON, D.C. 20463

CERTIFIED MAIL October 6, 1978
RETURN RECEIPT REQUESTED .

Mr. Donald 5. Bateman

Treasurer, Rick Bennett for
Congress

4221 228th Avenue, S5.E.

Issagquah, WA 98027

Re: MUR 706
Dear Mr. Bateman:

The Federal Election Commission has received a
complaint which alleges your committee committed certain
violations of the Federal Election Campaign Act of 1971,
as amended ("the Act"). A copy of the complaint is enclosed.
We have numbered this matter MUR 706.

mn
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The Commission has reason to believe that the matters
alleged in the complaint state a violation of 2 U.S.C.
§44lb. Specifically, it appears that your committee may
have accepted corporate funds and in-kind corporate contri-
butions from the Hagoth Corporation, in violation of §441lb{a)
of the Act.

90 40

Additionally, based on information ascertained in the
normal course of carrying out its supervisory responsibilities,
the Commission has reason toc believe that your Committee
violated Section 110.4(c) (2) of the Commission's Regulations.
Specifically, it appears that the Committee, on or about
July 21 and on August 8 and 16, 1978, accepted and retained
a total of $5,100 in cash loans from the candidate. In
this regard, a copy of the relevant page from the candidate's
report 1s attached for your information.

/

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials which you believe are relevant
to the Commission's analysis of this matter. Additionally,
please submit answers to the enclosed questions. Where
appropriate, statements should be submitted under oath.
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The Commission is under a duty to investigate this
matter expeditiously. Therefore your response should be
submitted within ten days after your receipt of this noti-

fication.

If you have any questions, please contact, Miriam Aguiar,
the staff member assigned to this matter, at 202-523-4052.

This matter will remain confidential in accordance with
2 U.S5.C. Section 437g(a) (3) (B) unless you notify the Commission
in writing that you wish the investigation to be made public.

If you intend to be represented by counsel in this
matter, please have such counsel so notify us in writing.

Sincerely,

o [ oplder)

William C.
General Counsel
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FEDERAL ELECTION COMMISSION

TO: Mr. Donald Bateman, Treasurer Re: MUR 706(78)
Rick Bennett for Congress

QUESTIONS

Reports filed by your Committee and the candidate Richard Bennett
indicate that the Committee received in-kind and direct loans from
candidate Richard Bennett in the aggregate amount of $10,914.14.
This included a $1,000 expenditure on August 21, 1978 so Hagoth
Corporation for 5 months of computer time.

A) To your knowledge, were Hagoth employees required to operate
the computer?

If so, did the $1,000 fee include compensation for these employees?

Were any members of your Committee inveolved in this transaction?
I1f so, identify them.

P~
o
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Explain the terms and conditions of the computer use agreement.
Provide copies of any written agreement with the Committee made

for this usage,

N

Reports submitted by Mr. Bennett disclose "cash" contributions
(loans) to your Committee in the aggregate amount of $5,100 (see
attached report),

90 4

A) In what form were these amounts received, i.e. bank check,
draft, etec.?

B) When were these amounts received and used by the Committee?
Provide material in support of your answer.

C) Detail the purpose of these loans.




Questions to: [0} @ Rre: Mur 706(78)
Donald Bateman, Treasurer

Rick Bennett for Congress

D} How, if at all, have these loans been reported?

The Complaint alleges that on or about August 18, 1978, Mr. Bennett
cashed a $1,000 corporate expense check and transferred the funds

to the campaign. What is your recollection of this $1,000 transfer?
Did the Committee receive any cash contributions (loans) from

Mr. Bennett other than those referred to in Question II? If so,
explain the purposes for which these funds were used, State also
the date of each loan.

It is alleged that on or about August 18, 1978, Mr. Bennett used a
$100 corporate expense check to pay for shipping of campaign materials.

A) Do you have any knowledge of this? If so,

Describe what coordination, if any, occurred between Mr. Bennett
and the Committee and what Committee materials, '‘f any, were
involved.

In your 10 day pre-primary report, on page 2, line 3, your entry
for net expenditures is marked as "meaningless because of in-kind
mix." (See attachment B). Further explain this statement.
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FEDERAL ELECTION COMMISSION

1325 K STREET MW
WASHINGTON DC. 20463

October 6, 1978

CERTIFIED MAIL i

RETURN RECEIPT REQUESTED

Mr. Richard H. Bennett, Jr.
12350 - 206th Place, 5.E.
Issaquah, WA 98027

Dear Mr. Bennett:

The Federal Election Commission has received a
complaint which alleges you committed certain violations
of the Federal Election Campaign Act of 1971, as amended
("the Act"). A copy of the complaint is enclosed. We
have numbered this matter MUR 706.

The Commission has reason to believe that the matters
alleged in the complaint state a wviolation of 2 U.S.C.
§441b. Specifically, it appears that you may have used
512,000 in corporate funds for political campaign expendi-
tures and accepted in-kind contributions from the Hagoth
Corporation.

Additionally, based on information ascertained in the
normal course of carrying out its supervisory responsibilities,
the Commission has reason to believe that you violated
Section 441g of the Act. Specifically, it appears from
your reports that on July 21, and on August 8 and 16, 1978,
you loaned a total of $5,100 in cash to your Committee.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials which you believe are
relevant to the Commission's analysis of this matter.
Additionally, please submit answers to the enclosed questions.
Where appropriate, statements should be submitted under oath.
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The Commission is under a duty to investigate this
matter expeditiously. Therefore, your response should be

submitted within ten days after your receipt of this
notification,

If you have any questions, please contact, Miriam
Aguiar, the staff member assigned to this matter, at
202-523-4052.

This matter will remain confidential in accordance
with 2 U.S.C. Section 437g(a) (3) (B) unless you notify the
Commission in writing that you wish the investigation to
be made public.

If you intend to be represented by counsel in this
matter, please have such counsel so notify us in writing.

Sincerely,

et/ e

William C. 0Olflaker
General Counsel

Enclosures
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?3211&::! Benne. .

FEDERAL ELECTION COMMISSION

QUESTIONS

The August 26, 1978 issue of the Daily Journal American reports
you hinting that you would use a computer in your home for a
massive, last minute direct mailing. 1Is this substantially
correct?

s

If so, how long have you had the computer installed in your
home ?

[i] Do you lease the computer?

[ii) If so, from whom?

[iii] Submit copies of the lease agreement.

g
=
n
"
"

[iv] What are the terms and conditions of the lease?

[vl If you do not lease the computer, state how you
obtained the computer and the purposes of its use.

040

/9

The August 26, 1978 article further reports you as saying
that your persconal contribution, inecluding Hagoth in-kind
contributions billed to yourself, totals approximately
$12,000. 1Is this correct?

Your 10 day pre-primary reports submitted to the Commission
disclose an aggregate $10,914.14 loan to your campaign
committee.




TO: Mr. Richard Benn .
MUR 706 - 2 =

[i] Where is the $1,085.86 difference reported?

[ii] How were these additional ccnt}ihutinna made?

Further explain the Hagoth in-kind contributions billed
to you. How were they billed to you? Where mre they
reported? When were they made?

Your 10 day pre-primary reports disclose an aggregate $5,100
in cash contributions (loans) made by you to your committee.
(See attachment A).

A) Where did the funds for these loans originate?

To whom on the Committee did you give these funds?

Detail the purposes for which these funds were used.
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FEDERAL ELECTION COMMISSION

1325 K STREET NW.
WASHNGTON D.C. 20463

October 6, 1978
CERTIFIED MAIL

RETURN RECEIPT REQUESTED -

Mr. Richard H. Bennett
President, Hagoth Corporation
B85 N.W. Alder Place

Issaquah, WA 98027

Re: MUR 706
Dear Mr. Bennett:

The Federal Election Commission has received a
complaint which alleges Hagoth Corporation ("Hagoth")
committed certain violations of the Federal Election
Campaign Act of 1971, as amended ("the Act"). A copy
of the complaint is enclosed. We have numbered this
matter MUR 706.

The Commission has reason to believe that the matters
alleged in the complaint state violations of 2 U.5.C.
§441b. Specifically, it appears that Hagoth made monetary
and in-kind contributions to you as a candidate, and to
your campaign committee, Rick Bennett for Congress, in
violation of §441b(a) of the Act.

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

The Commission is under a duty to investigate this
matter expeditiously. Therefore, your response should be
submitted within ten days after your receipt of this noti-
fication.

If you have any questions, please contact Miriam
Aguiar, the staff member assigned to this matter, at 202-
523-4052.
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. This matter will remain confidential in accordance
with 2 U.S.C. Section 437g(a) (3) (B) unless you notify the
Commission in writing that you wish the investigation to
be made publie.

If you intend to be represented by counsel in this
matter, please have such counsel so notify us in writing.

F
William C dﬁ

General Counsel

Slncerely,

koo e ALY
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FEDERAL ELECTION COMMISSION

TO: Mr, Richard Bennett
President, Hagoth Corporation Re: MUR 706 (78)

QUESTIONS

Describe your relationship with Hagoth Corporation (Hagoth).

-
]

A) Are you a Hagoth officer or stockholder? 1If so, state the
amount of stock you hold and your percentage of ownership
in the Corporation and your office. How long have you been
an owner or stockholder of Hagoth? What has been your salary,
dividends on stock ownership or other financial drawing privileges,
if any, and how often have you received such payments? For the
periocd July 1977 to the present, please state the amounts you
drew in expenses each month, and state the purposes for which
these funds were drawn.

List the names and addresses of other Hagoth stockholders and officers.

The August 24, 1978 issue of the Bellevue Daily Journal American
reports you as saying that some Hagoth employees were upset that

you were transferring corporate money to the campaign, so you listed
the $1,000 check as expense payment, that way, (the) employees
wouldn't know the money was actually going to the campaign. 1Is this
statement substantially correct?

A) What corporate checks, if any, other than the $1,000 check
referred to in the article, were listed as expenses and transferred
to your campaign? State the dates and amounts of these checks.
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Richard Bennett
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B)

[i] In connection with your association with Hagoth, do you
have an expense account?

[ii] Is the expense account part of arain addition to your
annual compensation?

[iii] How long have you had this account?

i
[iv] What are the terms and conditions of its use?

[vl Is the expense account subject to any limitations as
to the annual amount withdrawn for personal expenses?

Who has the power in Hagoth to authorize and sign expense
account checks?

[i] Other than yourself, are any Hagoth executives permitted
to draw corporate expense checks and later credit the amount
of the transaction as personal compensation from the corporation?

[ii] If so, is the compensation part of or in addition to
annual salaries?

[iii] Is there a maximum amount which may be drawn from the
expense account for personal use or compensation?

A Hagoth internal memo dated August 21, 1978 attached to your
10 day pre-primary reports stated that Hagoth permitted you use
of the corporate computer for campaign purposes. (see attachment A).

(i] Did you participate in the decision to lease the computer
for this purpose? 1I1f so, explain your role in this matter.

[ii] Describe the terms and conditions of the use agreement,
the amount paid for computer time and the amount of use involved.
Submit copies of the agreement.




MUR 706(78) . .

Richard Bennett

B) The memo also refers to other persons permitted use of Hagoth's
computer for personal projects.

[1} Submit the names, addresses and uahupatinnu of individuals
permitted to use Hagoth's computer within the last 2 years.

[ii] Include the commercial hourly, weekly, or monthly fee
charge by the corporation for such use.
a

[iii] state whether use of the computer required the presence
of corporate employees to initially process the information and
operate the computer. If so, did the commerical fee include
compensation of these employees.

The complaint alleges that Hagoth leases the computers. Is this
correct? Explain.

(]
-

A) If the allegation is correct, what is the annual corporate
cost for use of the computer? What are the terms and
conditions of the lease agreement. Submit a copy of the
agreement and documents indicating the annual fee paid.

wn
ot |
ot |

The August 24, 1978 Journal American reports that you cashed a

Hagoth corporate expense check for $100, used part of the money

to pay for campaign shipments and deposited the rest into Hagoth's
petty cash fund. 1Is this allegation correct? What corporate expense
checks, if any, were cashed by you and used to pay campaign costs?
List the dates and amounts of these checks.

<
'

9040

/

Describe the operation of Hagoth's petty cash fund.

Who in Hagoth has authority over the petty cash fund?

Are transfers and deposits to the fund recorded, along with
the name or initials of each depositor? 1If so, submit copies
of entries for June through September of 1978.
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FEDERAL ELECTION COMMISSION

1325 K SIREET MW
WASHINGTON, D.C. 2046]

CERTIFIED MAIL October 6, 1978

RETURN RECEIPT REQUESTED "

Mr. Richard Hamilton
12509 - 206th Place, S.E.
Issaquah, WA 98027

Re: MUR 706(78)

Dear Mr. Hamilton:

By this letter, the Federal Election Commission
requests that you provide information which will assist
it in carrying out its statutory duty of supervising
compliance with the Federal Election Campaign Act of
1971, as amended. Specifically, the Commission requests
information .concerning your past relationship with
Richard Bennett, the Rick Bennett for Congress Committee
and the Hagoth Corporation.

In this connection, we would appreciate your answering
the questions listed on the attachment to this letter. We
request that your answers be in notarized form and that
they be forwarded to the Commission within ten days after
your receipt of this letter.

Since this information is being sought as part of an
investigation being conducted by the Commission, the con-
fidentiality provisions of 2 U.5.C. §437g(a) (3) (B) will
prevail. This section of the Act prohibits the making
public of any investigation conducted by the Commission
without the express written consent of the person with
respect to whom the investigation is made. Since those
under investigation here have not given such consent, the
Act requires that the matter remain confidential.
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G A,

General Counsel
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T0: Mr. Richard Hamil .
MUR 706

FEDERAL ELECTION COMMISSION

State your past relationship with the Hagoth Corporation (Hagoth).

BR) It is alleged that you were a corporate vice president. 1Is
this correct?

o -
As a corporate executive, did you have access to the corporate
expense account? Explain the operation of this expense account.
List all corporate executives within your knowledge, who had
access to this account. Was this account part of or in addition
to your annual salary? Explain.

State your past position with the Rick Bennett for Congress Committee
{Committee). Include a description of your duties.
A) Describe the circumstances surrounding your resignation.

In an August 1978 interview with a reporter for the Bellevue Journal

American, you were reported as saying that Mr. Bennett paid campaign
bills with Hagoth funds. Is this quote substantially correct?

A) If so, submit all documents in support thereof.

B) Include any transfers from the corporate expense account through
Mr. Bennett to the Committee.

You are also reported as saying that you have documentation to prove
that Hagoth underbilled Mr. Bennett's campaign. Is this statement
correct? If so, submit any and all relevant material in support

thereof.
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Mr. Richard Hamilton

MUR 706 . 4 .

It is alleged that the Committee used the Hagoth computer for
campaign use. Is this correct?

If so, what is your understanding of the terms and conditions
of the use agreement.

Detail the extent and purposes of this use.
Provide documents to support your responses.

It is alleged that there is a computer terminal in Mr. Bennett's
home. To your knowledge, is this correct?

When was this computer obtained?
Explain the purposes for which Bennett obtained the computer.

Is the computer leased to Mr. Bennett? If so, from whom did
he lease it? If not, what were the circumstances under which
he obtained the computer?
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Richard H. Bennett, Jr.

Rick Bennett for Congress
Hagoth Corporation

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election
Commission, do hereby certify that on October 4,
1978, the Commission determined by a vote of 5= 0 ¢to
adopt the recommendation of the General Counsel to take the
following actions in the above-captioned matter:
1. Find reason to believe that respondents
Richard H. Bennett, Jr., Rick Bennett for
Congress and Hagoth Corporation violated
2 U.5.C. §441b.
Find reason to believe that respondent
Richard H. Bennett, Jr. vioclated 2 U.S.C.
§44lg and respondent Rick Bennett for
Congress violated 11 CFR §110.4(c) (2).
Send the letters and questions attached to the
First General:Counsel's Report dated September 29,
1978.
Voting for this determination were Commissioners Springer,
Aikens, Tiernan, Staebler, and Harris.

Attest:

Marjorie W. Emmons
Secretary to the Commission

Received in Office of Commission Secretary: 9-29-78, 12:26
Circulated on 48 hour vote basis: 10-2-78, 11:390







RECEIVED !'EDERM- ELECTION ccmssxo’
OFHCFHFTPF 1325 K Street, N.W.
COMIE " sy Washington, D.C. 20463

pate ASER oBl&ra8duITraL MUR NO. 706

BY OGC TO THE COMMISSION $ER 219 1978 DATE COMPLAINT RECEIVED
BY 0OGC
STAFF

MEMBER Aguiar

COMPLAINANT'S NAME: Ava Frisinger
Issagquah, WA

Richard H. Bennett, Jr.
Issagquah, WA

Rick Bennett for Congress
Issagquah, WA

Hagoth Corporation
Issaquah, WA
2 U.S5.C. §d4dlg
RELEVANT STATUTE: 2 U.5.C. §441b(a)
" 11 CFR §100.4(a) (1) (iii)
i\ 11 CFR §114.9(a) (1),(2)
M

11 CFR 110.4(c) (1) (2)

BACKGROUND

In a notarized complaint dated September 13, 1978, complainant alleges
céhat respondent Richard H. Bennett, Jr. 1/ directed corporate funds to his
political campaign, co-mingled corporate funds with campaign funds, used
worporate funds to pay campaign debts and accepted in-kind political contri-
butions from the Hagoth Corporation (Hagoth), of which he is President, in
Criolation of 2 U.S.C. §441b (see attachment I-A).2/

o~

-~
l/ In a primary election held September 20, 1978, unofficial results,
obtained from the Election Division of the Secretary of State's 0Office in
Washington, hold Rick Bennett the Third District Republican winner. He will
oppose incumbent Don Bonker in the general election.

2/ Although the complainant is not a candidate for Federal office, she did
state that she discussed the complaint with the Bonker for Congress Committee.
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EVIDENCE

Complainant attached two newspaper articles which formed the basis for
her complaint, concerning interviews with Richard Hamilton, former campaign
manager for the Rick Bennett for Congress Committee (Committee) 3/ and
Richard Bennett himself. The articles appeared in the August 24 and
August 26, 1978 Bellevue Journal-American. (See Attachments I-B and I-C).
The specific incidents recounted by Mr. Hamiltﬂn,and Mr. Bennett's responses,
were described in the articles as follows:

Mr. Hamilton was reported as citing an incident in which a $1,000
Hagoth corporate check, written for a corporate expense, was cashed by
Bennett, who diverted the funds to his campaign. Further, Hamilton alleges
that a corporate expense check for $100 was cashed by Mr. Bennett and used
to partially pay campaign shipment costs. The balance was then deposited
to Hagoth's petty cash fund. Mr. Bennett responded by stating that while
corporate funds were first transferred to him, the funds were listed as
personal income to him and given by him to the campaign. Mr. Bennett noted
that he could contribute an unlimited amount of his own money to the campaign.{/

Mr. Hamilton was also reported as saying that respondent Bennett used
“the computer leased by Hagoth for campaign purposes. Mr. Bennett admitted
Eihis use and stated that Hagoth would bill the campaign for computer time.

n The August 26, 1978 article reports that Mr. Bennett "hinted" he would
use a computer in his home for last minute direct mailings. He did not
Metate whether Hagoth owned or leased this computer.

M Examination of respondent Bennett's campaign reports indicates a $1,000
expenditure by him on August 21, 1978 to Hagoth for five (5) months (July
through November) of computer use. The $1,000 is part of a loan of
c$10,914.14 which Mr. Bennett reported making to the Committee. Mr. Bennett
attached a memo, dated August 21, 1978, to his 10 day pre-primary report
“Btipulating that Hagoth rents computer time for $200 per month per computer
ort and that he had "...theoretically...accepted $1,000 in compensation
rom the corporation." Although Mr. Bennett stated that he paid the customary
apomputer rental fee, Mr. Hamilton, in the August 24, 1978 article stated
that he can produce documentation to prove Hagoth underbilled Bennett's
~campaign committee.

The reports examination further disclosed loans of cash in the aggregate
amount of $5,100 ($3,100 on July 21, 1978, $1,000 on August 8, 1978, and $1,000
on August 16, 1978) from Mr. Bennett to his Committee. (See attachment I-D)

3/ Mr. Hamilton is the former Hagoth Vice-President for marketing allegedly
fired by Mr. Bennett. Hamilton resigned his post as campaign manager on or
about August 22, 1978.

4/ He added that when some Hagoth employees became upset that he was
transferring corporate money to the campaign, he listed the $1,000 check as
an expenditure payment. Mr. Bennett stated that he would pay income tax

on all such checks.




While these loans formed part of the $10,914.14 that candidate Bennett
reported as loaning to his Committee, the Committee reports show only the
receipt of the total itself on September 4, 1978, and does not show when
the cash portion was received. (See attachment I-E).

ANALYSIS

2 U.5.C. §441b renders it unlawful for a corporation to make contri-
butions or expenditures in connection with Federal elections. It is also
a violation of this Section for any corporate officer or director to consent
to any such contribution or expenditure. Further a candidate or political
committee cannot knowingly accept or receive any contribution in violation
of this section. "Contribution or expenditure®™ is defined by 2 U.S5.C. §441b
(b) (2) to include any direct or indirect payment, distribution, loan,
advance or gift of services or anything of value.

Mr. Bennett's method of reimbursing the corporation for personal
computer use and his transfer of corporate expense money to his Federal
campaign may indicate violations of §441b by him, by the corporation and by
the campaign committee. If corporate expense payment transfers made to
Bennett were out of the ordinary and were not part of his regular drawings

f money from the company, then this may constitute a corporate contri-
ution. Further, while Bennett, as a corporate stockholder, could make
occasional, isolated, or incidental” use of Hagoth facilities and be
utiable merely for increased overhead or operating expenses (see 11 CFR
§114.9(a) (1), Bennett's use of the computer, as described in the complaint,
Mappears to exceed this level. While Bennett indicates he paid something
for the computer use, the complainant states she believes this was an
nderpayment. Failure to pay the "normal and usual" charge for rental of
~Fforporate facilities constitutes a contribution (see 11 CFR 100.4(a) (1) (iii),
in possible violation of 2 U.5.C. §441lb.
e
2 U.5.C. §441g renders it unlawful for a person to make cash contri-
Wbutions in excess of $100 per election to any candidate for Federal office.
11 CFR §110.4(c) (2) directs a committee to promptly return any cash amount
c&ECEiUEd in excess of §100. "Contribution®" is defined in 2 U.S.C. §431l(e)
to include loans, an advance, or deposits of money. Therefore, Mr. Bennett
may be in wviolation of §441g of the Act when he loaned the $5,100 in cash
~and the Committee may be in violation of §110.4(c) (2) of the Regulations
when it failed to return the cash.

In addition to reason to believe findings against these respondents,
the Office of General Counsel believes that further information is needed
regarding clarification of public statements made by Mr. Richard Hamilton,
which directly relate to matters alleged in the complaint which generated
this MUR.

RECOMMENDATION

Find reason to believe that respondents Richard H. Bennett, Jr.,
Rick Bennett for Congress and Hagoth Corporation violated 2 U.S.C.
§441b.

Find reason to believe that respondent Richard H. Bennett, Jr. violated
2 U.S.C. §441g and respondent Rick Bennett for Congress violated 11 CFR
§110.4(c) (2).




Send attached letters with questions to respondents and Mr. Richard
Hamilton.

<

CATTACHMENTS :

Complaint
~ Letters to Respondents

Letter to Mr. Richard Hamilton
Reports

Certification




ATTRCHMENT ‘_“ : 6 - 806163
FLite f nie Ol Gec™
September 8, 1978 487
The Federal Election Commiassion
1325 K Street N.VW. .
Washington, D.C. 20463 Yo SEF 13 MM 11235

Gentlemen:

After reading articles printed in the Bellevue Daily Journal-American
on August 2% and 26, 1978, I ‘b;uliavm there is sufflclent evidence of

Mug. 706

possible violation of the Federal Election Campalgn Act to warrant
an investigation by the Commission of the campaign for Congress of
Rick Bennett, 12350-2D6th’P1. SE, Issagquah, Washington 98027 (Rick
Bennett for Congress, UL221-228th Ave. SE, Issaquah, Wa 98027;

Donald S. Bateman, Treasurer).

The alleged viclations are: illegal use of corporate funds for political
canpalgn expenditurea, co-mingling of corporate :I"Lmda!ﬂith political

campalgn funds, i1llegal in-kind political contributions by a corpeoration,

v
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and intent to avold payment of taxes on corporate income.

The evidence supporting this complaint consists of public statements
made by Mr. Richard Hamilton, former vice president of marketing for
the Hagoth Corporation and campaign manager for Bennett, who apparently

possesses campalgn records for the Rick Bennett for Congress Committee.

/9 040

Mr., Hamilton's allegations, as I have indicated previously, are contained
in newspaper articles dated August 24 and 26, 1978, from the Bellevue (Wa.)
Daily Journal-American, (The articles are enclosed,) Mr. Hamilton's
allegations include the followlng:

"Hamilton also charged Bennett with viclation of

federal election law by paying campalgn bills

with Hagoth Corporation funds.

"As examples, Hamilton said Bennett wrote two checks

Friday--both on Hagoth accounts--to pay for campaign

eXxpenses. -

"Hamilton sald the first check, for $1000., was
listed as corporation expenses but actually Bennett

cashed 1t and transferred the funds to the campaign,

T B il e e ———




"The check was noted as an expenses payment to
avold taxation, Hamilton saild.

"The second check, for $100., partially paid for

shipping of campaign materials. The rest went back

to the company's petty cash fund, Hamilton said.”
Mr, Hamilton aleo alleges that the campaign makes use of a computer
leased by the Hagoth Corporatlon and "sald that he has documentation

to prove Hagoth was unﬂarljj.lljng Bennett's campaign.”

The newspaper account further contains the admission by the candidate that
at least one check drawn on the corporation was incorrectly identified
in the corporation records to prevent corporation employees from

realiging that the funds were to be used for Bennett's political

campalgn,

in
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I am not a candidate for office, although as Chalrman of the 47th

Leglslative Distriet Democratie Precinct Organization I take substantial
interest in local and district political activities, I have discussed
this complaint with the Bonker for Congress Committee which is aware

that it 1s being filed with you.

/9 0 40

Sincerely,
Ao Frisin
Ava Frisinger 5&‘1"
12621-231 Ave, SE
Issaquah Wa., 98027
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. ByO,CASEYCORR
< J-hPolitleal Writer

A pniul Miim men,
which had launched Issaquab Seboal
congressional

, Board, leglslative and

campalgns, splid apart Lkis week

* amid charges of election and Lax law

violations and death wishes,

. Thd break eceurred whea Dick

Hamillen, mamager of Rick
Benneil's 3rd District nal
campalgs, sald be could oo loager
lolerale Besael's mingling of

. torporate and eampalgo fuods..

Rick Benpet! of

president of Hagolh

cindidate for the Republican

somination for Lhe congressional

stal beld by Democral Doa Bozker.,
Hamiitoa, Hagolh vice presidest

" for ma fired Monday by
marketing, was

Hamilon sad Beanet! were key
sirategists In the election of Ed
Dittmar, a sales manager,
aod Mike 1o the Iesagmah

L T T

+ consistently denled

School Board last fall. '

‘Dittmar's resignation two weeks
pgo Irom Hagoth siemmed from
a:ﬁlku with Hamillon, Bennstt
s .

All food — Hamiltom,
SI!I.‘I.I'&. lﬂ?lﬂﬁu-mﬂh‘rl.
& [act 7] s (]
Mormon political unn;nq in
Issaquah, : '

The.charges bavae been

Hamilten sald Tuesday he
resigoed from his post (n Beaoells
csmpeign because Bemmoll was
S e e

v corporale mooey.
campalgn. Hamilloa alss charged
Beopet! wih miing (ke Mormon
Chruch loraise campalgn fonds,

““HE NOW has an elfort to
mobillre the Mormen In the

- Inst Lwe weeks of the eampaign 1o

pul oul 2 mailing,” Ham[ton sald of
Bennell
Last fall Benneit esed a' malling

9¢StEe

!tﬂltl.

¥

Issaq

TESENTECTE a8

‘ l'tr:_ttnrh.lh;lnn_n'l and Smith's

school board campalgn. Thirtesn
Ibousand postcards wers mect o
Lasaquah residents. -,
Benoett sald Tuesday- hls
tongresslonal campaign was
makiag wse of cootacls ln the
church, but ool the church |tsell.
Beanell, who begun his campaign’

‘o July, ssid traditionsl sources of

campaiga workers had "dried up”

* #0 he had no cholew but Lo seek olher

Mormons 5

Hallton sald BeAnett sent Jetters "

lo loeal Mormon bishops and stake
presidents askiag for support. - u*
“Hamilten clalms It gives
eredencs to s Mormoa consplracy,”
Beanelt sald. *“The Mormon Church
is almpiy a peer m? Ibadto
ailer them jurt &5 I'd go after the
Kiwarlans or Relarians, ‘
“Belween 20 (o 30 percentol @
campaigs wérkers are Mormon,” .
Benostluald. A \
Hamilion alse charged Bemnelt
wilh 1h1l.t‘ilq of lederal alection law

— —————

I.O V¥ 0 6/

e

e e——

R o S —

uah

by 1 chmpels  with
faring Erln bills :

hrlm =
s tomplalat wi the proes
[

authorities. :

Hamilton sald he Friday o |
_Beanetl aboal alleged violatloms but
Beaneitrefused lodiseuns it

As examples, Hamilion sald,
Benoet! wrots two checks Friday — '
bolh oo Hagoth sceounts — o pay *
ot campaign expensen. ;
- Huamlitoa said the first check, for
§1.000, was Jisted a3 Lo
expentes bul aclually Beooeil
cashed {1 and transferred Lhe funda
to the eampaigh. :

The check wan noled a3 mm :
expeases payment to aveld taxatien,
HamliMoo sald, - i )

Tr‘t'ﬂn;" e 'ﬂm'u!ﬁqm:i i
P pa r “ahdp . of |
:.;"l:m “rlumu. The rest ru:. !,

A Mmlfl petly cash -
fund, Hamilton sa L

BENNETT, .DENYING say.

Ry b sn
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viclation . of election. laws, said -
cerporale funds were first

el T B E L

transferred o him — st which
hﬁﬂuthtuﬂmﬂhm

and gave I.h-lulnlhu-p:x.,. s
: mited

"I'::.lamu{hu. an
ampan my own uuez'h the

campalgn,” Benoett
: h..llt;tnl:up t"ﬂ-ﬁ"“‘m. :hlﬁ

He sald some Hagoth employses

. were upset that be was transferring
- company money Lo the campalgn 5o

bhe Lsted ihe §1000 check 23 an

, ®xpenses paymeolL That way his
employees woolds't know Lhe mooey

wad act Lo Lhe
i huu—ﬂ{ﬂr golng campalgmn,

He sdded be woold pay Income

' Laxesco all the checks,
Benoett ‘sald his campalgn also

ted & compuoter leased by Hagolh,
Bennett ealled the machine his

"secrel weapon Lo tbe cam

Hajoth will hﬂﬂlhcumﬂlg_{w_r IS

© uie, hesald, . :

Hamilton, a 4Ttk Distriet ftate

* legislaliye eancdidate, said be had

documentalion o prove Hagolh was

underbilling Beanell's campaign. -
“A violation of federal election

laws Is a serious maiter U you keep

quirl,” Hamilton said. VIa the lamt |

couple of weeks 1 became convinced
Richard wanls ihe (coogressioonl)
office for power and ghary and ibe
pay check. ! >

. “Nooe of thoae has a lo do

with puble service. He bas & °*

glganlicegn i :
enpeit sald Hamilton “‘has
tolally lefl realily. Dick's burced

more bridges than anyoos I've mel.
I've been the oaly Eriend be's bad for

Jears, - :
*Havlog Dick oo tbe eam H
was & tremeodous Labdily. But |
Rim it was {he most useful thiag in
s otherwise useless Ue”

The feud between Hamiion and:
Benoett and Hamlitoe and Dittmar |
eould eripple the polilieal future of'
all three men, - ‘ 8

Diltmar, aloag’ with two “other |
Issaquah School Board membars, .
faces arecall vole pext moath,

“The alliances sren't falliog
apart,” Beooelt sald “'Whal's

‘falliog apart s Hamilioa, The world

will get aloog betier without him.™

BEellevue Journal-American B=24-78
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““ cash and thinks about Hollywood . ' |

= Byo.CASEYCORR  “

x J-A Political Writer
=~ _Rick Bennett was a little busy
s Friday. : ! .
1 { On that 'day Bennett, 2
congressional candlidate,
businessman and movie producer,
did these things: ' i

— Met with Repablican party
leaders who asked him to be nice o
his former campaign manager
H: order to save Bennett's political

fe. i oyl i

— Met with potential buyers of the
Hagoth Corporation, source of
Bennett's wealth and natlonal
?uuunn and now on sale.

— Discussed with a reporier why
the Federal Election Commission in
Washington, D.C. has no record of
his declared candidacy as required
by law. (Apparently the document is
victim of a slow mail service.)

The colorful Benneti, driver of 2
$30,000 car, owner of an Issaquah
home stuffed with electronic
gadgets and manufacturer of the lie-
detecting Voice Stress Analyzer, is
running for Congress in the 3rd
District. ’

Bernett's campaign suffered
some shock waves this week when
Dick Hamilton, Issaquah resident
and Benneit ‘campaign manager,
left the campaign charging Bennetl
with lederal election law violations
and using the Mormon Church in
politics.

BENNETT HAS denied the
charges but the dispute prompted a
meeting with local party leaders
who asked Bennetl and Hamilton to
curb their tongues.

Hamilton himself is a candidate
for the Republican primary in the
47th legislative district.

The meeling reportedly was
attended by members of the
conservative wing of the Republican

Hamliton and Beaneit.

rly. They are: Con Butenko, hﬁh;
ristow, Ted Cowan — all active In " |
ird District GOP organizations — & |7
Chuck Elhart (unsuccessfuli't=>
congressional candidate In 1078),; Ll
Al I

The gist of the meeting was "we| ' r’i: iy
have to consider the political reallty

. of hurting each other," Bennett sald. |/ S B s S e

Earlier this week Hamilton, whom
Bennet has fired from a job with? s
Hagoth , charged . Bennett with bt e - ki
paying campalgn bllls with), RSt S SR
corporation money. . * hoted by et
~ If true, that is a violation of
tederal election law, sald David | -
Fiske, spokesman for the Federa) |, - . .
Election Commission. R B

Fiske sald the FEC would not:}hats. =
investigate the matter unless Al FEREE
written, notarized complaint is filed. 8 .. "~

Hamilton said Friday he would |°
prepare formal charges over the
weekend, 'f

HAMILTON CLAIMS Bennett if
using Hagoth equipment, money and
employees to help hiscampalgn. 4

True, Bennett replies, bul every
contribution or service will be
written off as Rick Bennetl's
personal contribution to the =
campaign — and so noled onj
disclosure forms—or Hagoth will bill
the campaign.

Bennett’s first campaign finance | -
statement is due Sept. § |In
Washington, D.C. I

Bennett is upset with Hamilton's]
second charge — using the Mormon |
Church for political purposes — |
because it's not true and it gives the |
church a bad name, Bennettsald. 1/

“It breaks my heart,” Bennew
said. He maintains he's used
contacts within the church, but not
the church itsell, i

1 have indications that the publie
relations people in the church ut_nl
really concerned,’” he sald. {

Bennetl's recent decision to 3qt1|'
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his ‘secrel weapon:” Godzilla, It is &

with & list

3rd Congressional District.
g - T2 I BRSO

sequel to Star Wars,

rhy ety By el eI

his wholly-owned corporation stems

- “parily from campalgn fund-raising

TEF  troubles. :

e R

&y A T 2
L R T "'-:":.‘-I_

ety gLy solonk

His projected campaig budget s

.has shriveled $200,000 to $30,000. <
Bennell's personal coatribution,

including Hagoth in-kind

* contributions billed to himself, totals

approximately §12,000, he sald.

Outside coatributions total

* approximately 33,000, he sald.

Bennctt's is also considering A
second mortgage on his Issaquah
home to finance the campaign.

Bennell bought an ad in the The
Wall Street Journal this week
offering Hagbth at an undisclosed
sales price. e i

THE AD, claiming the firm had §1
million in sales in 1977, called for a
$100,000 cash down payment, with
the remaining amount negotiable.

Hagoth's only product is the voice
stress machine ;

Benpett said he's Jost interesl in
{he company. If he loses the race
against incumbent U.5. Rep. Don
Bonker, Bennett will devole himself
tofilm making., =

Bennell is mow finishing a short
feature, Darth Vader Visils Seaitle,
the profits of which will go tothe Boy
Scouls, he said.

“I'ye got a lot of irons burning in
the movie industry,” he sald. “It1
don’t win I'll work with Gary Kurtz
{ Hollywood producer) in making the

Ak,
& N

T Pt by Michael Goad 1)

by precinct of every rﬁ?l;tqed

4.5 ..I..'._r}‘; e

: £ e el
Bennett decided to sell Hag e g
weeks after making the Darth Vader| / : 4
movie this summer. Bennelt says he
can produce, write ‘and direct
mﬂl'l.! . Y : v :".-‘-'1 ..!.al.' b 'I!;: 4
wHoward Hughes did it, why can’t
17" he sald. LT S
Despite his unsuccessful efforis o
shake the political money tree,
Pennelt says he will beal Bonker.- .
He figures
20,000 voters to win. He ke
do that with a massive, last minute -
direct malling designed by &7
computer in Bennett's home. ) %

a8

HAMILTON AND BENNETT,
once close friends and allles In a
pumber of lssaquah-area
campaigns, now say bitter things
about each other. e i

Bennett Wednesday called
Hamilton 2 man with no friends. He
said he allowed Hamilton to work on
his campaign, as a gesture 1o “‘an to
otherwise useless life.” . R E T A

“We almost live across the street| ™= =
from each to other," Hamilton said. |

Ironically, the former friends will |
spend a long day with each other
Supday. Both are Mormons and |
members of the same ward, which'
will meet all day to discuss God and)|
spiritual lessons in the Bible.

*This ought to be an interesting
Supday.” Hamilton said. “Things
are going to be stra ined."”

e




T ATrAckmen 9. D

GCHEDULE O
REVIRED

difviiaty . 10 m
Fadarm Fiey g,
1375 K Spem
Wabhraasn L i

o Codmmyyg . on
MW
20dal

ITEMIZED EXPENDITURES

Loam |Losn Repaymenn end Retunds Made

ﬁg. Trantters Out, Contributions in Kind
rng Linet 200, 714, a5d 200, 220, and 22c S

=t FEC FORM 3

Pat ._L al -43 for
Lang Mmbar _a_i__

g hEA D Perfuipy e
dad

* P it g kLepl

p\ﬂ.\":au‘?ﬁ H C I‘?tckﬁ ehne“l”!‘ J'w_

1 Adcren angd 21 Cage
f?mk Dﬂ‘F‘lE

4o
’-!131*22‘? nett r Comfrﬁ.s \1 m‘

Qw 5.,
iI,},ﬁauAH i sh .,
Lc:wzwi | e .

_Cash, “Emssttr

H_ﬂn ‘fgdé_-ﬁi':—.

'?f.?l/"}'s’

4 3000°

/278

8/%/28

%/16/78

E' :f (" I ea
C"" rnf}ﬂlﬁ'n r%j'aﬂ‘\g Niﬁs';ﬂ'::fqt E-S

i Bex  §d207

Tampa, Fla. 5%*»12 >
ﬁ--c.ur:’lfw.r. H\" :‘Yﬁ e,
yazi-axg™ r:Lw s.E. OFFICE
FTesAGunH, tdadh QRoa7 T i :

o
i

RENT - KB

I B Ppc-ar
| PosT MarKel 4 Corpf.
| 2lao LWoobkMon FAue, .LI.E_

Seartle, va, 93115

— e

G"‘.u]]lg-hlrr fh ;—u‘urr., ﬂf‘a/?_*

||".: T A I'|

Pl-xr TN .’_‘!'LTI"_'HI'_
uwhr, L ASH .




HEDULE O

ivIgs0

Adiify 1078

rerarmy EIRETIan it ay i
LY

"

pimMrgien. OC 20400

ITEMIZED EXPENDITURES

1Qparating, Tronsiens Out, Contributions (ntind,
Logons, Laon Aepaymant end Refunds Mads)
Supporting Lines 20a. 21a, end 223, 224, and 228

of FEC FOAMA

TP Seoa

fAEE -

i B

rate Babordubis tar

I

CRE

0\
L-._"\.

'r‘l file of Commattes

~an. Full

k) R enneth, Jr

Cc"‘r- adi n:.'c-r.Tf.‘

i'“_

*1 H (R

diean gt 2”" Copte

JotSh

Pari 2l 6" Eag

q20Aa7

UD"F i ﬂ_i"i ‘nn;
|

(m i

—~ ?/i9f78

DT LR T 5T
“r

1315

¢ Loa \-'J

™
]
L
|
™

_I'jil"\'

' I

‘m rf!

] l'\
Qyraer I° |J_:_.._,__.| .

KEWTON, LA Jash.

90 40

7

] f’:.‘.-\g_-" [}
V= LAY

S MO

nneft

[
el

4 n{"/"-":.' '




Tt 2 3
paclcayl ITEMIZED EXPENDITURES =2 T

Page r = iy
Anuary, 168

Limp Mg ——
{Crarating, Trenators Ouy, Cantributions (n-t! ting; — i
Fezamal Blaennn Caniriiinn Laam, Loon Aepayments end Rofunds Maza)

YLise Segarate Echpouies
Suaponing Lings 204, 210 and 220, 220, antt 22¢ U =i 48 2o g =
ol FEC FORM 3 ]

125K Avaar, N W
Viathinman, (3 0 # L1 T ]

[ — —

N I"l. AR AT ) o

L T TS (TR e

p 7
_Kiehaen B Cick) Dennell, T

Fuin ‘. LTI

||I|.|I'I|\ g fit

fnig Parlse

mL_'f 1_)} (iNaTe IT "1 n {-U"l,l' e Top = Kind)

v L e -
e s Gl i
-'Lu':-“’*uhl.—'ll L-'.}-!:l'i "I{;D'—-'-.? o __—1_,],_.;,._'._.!,. ful ,,rn-J

] G LU IR EY P T e TRl wli

wiary ol 51-7-.".;: T

'n' M= 1\‘3*.} 1 g5y T M OnTi

O vgy

1N = Kiwd T
Yt (340

k)

|

|
Q.
-
d
ol




HAGDLH

CORPORATION

RICK BENNE

e B me A
HEMO QF RECOE

FOR FOLITICAL CAMPAT )

have made {t a corporate

H

AP L s
agoth Corporacion, as

ensat {on make

Fotcer of
CrE, and since
moin July,

Oecober and




SCHEQULE &
NEVISED

Iarsaary _ 10 /'R
Foduegh Eopay

PIIE R Bgresn, Py s Other

Vi

- e

ITEMIZED RECEIPTS
I:Curﬂ__munnm Transfers, Contuljutipn InKind,

Supporting Lines 144, 15a, 15b, 15¢

Loans, Helundsi

——

Incoma,

16a, 174, and’or 18a
of FEC FORM 3

PJ;-—rn Wt andidite or Commirse in Full

;M"L “Enrﬁﬂ IW Cﬂ‘-ﬁqﬁﬂ-
Pwhw?;k\ - ne#‘JF

iIl‘:—f'r‘"' A6 ™ ploce 3 £,
Ssaguah, sh.qg02

(.‘H ﬂ.n. (A-? qg ?
[ ' ‘l- }' v

Johe V. Ijlfnht__kifr‘h

Lue.
Dederasse Q0

| A%
Chielalis LWaskh, 98533

(|

'

Fohn H. Mark\wam
TIM K. S
enralia, Wash,

5§53

Qﬂlfﬁ;uaT

_— o L
3 0 gy NG
[‘-‘-r.' Q

LR |

¥ SAALAH

Ts 4%027

; Wwathy,

a BuTenko ).
LE. RAE™ mrreel

403!

(jﬂ{.'l u&-ﬁ. in - hm‘pjflﬂﬁﬁh

Ao e
g ju u..‘: q\!. OER PLhcE
T2 SAQuAH, WA . q 802~

_Pms&~r=wxmrm”
o, .]N Y

s Sionel) Cevdi._

W, 495

/ufg 10,914 )4
e Bennctls
rwsorel  PegorT,

Proke
3

™
- B

100

=
wn r'lv-.l:ulll-._'.

DEMTIST
A

2/4/78

00 ™=




/7790 40

-0
™
wn
)
H.

SCHEDULE £
rEVISED" - DEBTS AND OBLIGATIONS

Jorxiary, 10TH
Fosmenie Biegy. s o

e g Supporting Line Numbar 12 anil 12
i OF  ibS of FEC FORM 3

glicwie Primary a¢ General Dieetaan Yo

_‘F:T' IJIEEIH[E EI %ag-ergff?dg

|l+'\} i 3 Ararey ang 5F

ek Bennett

11‘;&_1 200 ™ PC &g,

T SAGuAK LASH, %027 ql;‘fl]l ,1_,-.

iGaMy

. Ly

o
.




FEDERAL ELECTION COMMISSION

1325 K STREET MW
WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Richard H. Bennett
President, Hagoth Corporation
B5 N.W. Alder Place

Issaguah, WA 98027

Re: MUR 706

Dear Mr. Bennett:

The Federal Election Commission has received a
complaint which alleges Hagoth Corporation ("Hagoth")
committed certain violations of the Federal Election
Campaign Act of 1971, as amended ("the Act"). A copy
of the complaint is enclosed. We have numbered this
matter MUR 706.

The Commission has reason to believe that the matters
alleged in the complaint state violations of 2 U.5.C.
§441b. Specifically, it appears that Hagoth made monetary
and in-kind contributions to you as a candidate, and to
your campaign committee, Rick Bennett for Congress, in
violation of §44lb(a) of the Act.

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

The Commission is under a duty to investigate this
matter expeditiously. Therefore, your response should be
submitted within ten days after your receipt of this noti-
fication.

If you have any questions, please contact Miriam
Aguiar, the staff member assigned to this matter, at 202-
523-4052,




- 2 -

This matter will remain confidential in accordance
with 2 U.5.C. Section 437g(a) (3) (B) unless you notify the

Commission in writing that you wish the investigation to
be made public. ;

If you intend to be represented by counsel in this
matter, please have such counsel so notify us in writing.

Sincerely,

William C. Oldaker
General Counsel

Enclosures




FEDERAL ELECTION COMMISSION

TO: Mr. Richard Bennett
President, Hagoth Corporation Re: MUR 706 (78)

QUESTIONS

I. Describe your relationship with Hagoth Corporation (Hagoth).

A) Are you a Hagoth officer or stockholder? If so, state the
amount of stock you hold and your percentage of ownership
in the Corporation and your office. How long have you been
an owner or stockholder of Hagoth? What has been your salary,
dividends on stock ownership or other financial drawing privileges,
if any, and how often have you received such payments? For the
period July 1977 to the present, please state the amounts you *
drew in expenses each month, and state the purposes for which
these funds were drawn.

List the names and addresses of other Hagoth stockholders and officers.

o
e}
n
™
e

=
=

The August 24, 1978 issue of the Bellevue Daily Journal American
reports you as saying that some Hagoth employees were upset that

you were transferring corporate money to the campaign, so you listed
the $1,000 check as expense payment, that way, (the) employees
wouldn't know the money was actually going to the campaign. Is this
statement substantially correct?

9 040

/

A) What corporate checks, if any, other than the $1,000 check
referred to in the article, were listed as expenses and transferred
to your campaign? State the dates and amounts of these checks.




MUR 706 (78) o : @

Richard Bennett

B) [i] 1In connection with your association with Hagoth, do you
have an expense account?

[ii] Is the expense account part of or in addition to your
annual compensation?

[iii] How long have you had this account?
[iv] What are the terms and conditions of its use?

[vl] 1Is the expense account subject to any limitations as
to the annual amount withdrawn for personal expenses?

Who has the power in Hagoth to authorize and sign expense
account checks?

[i] Other than yourself, are any Hagoth executives permitted
to draw corpocrate expense checks and later credit the amount
of the transaction as personal compensation from the corporation?

o
T
Ln
M
M

[ii] If so, is the compensation part of or in addition to
annual salaries?

[iii] Is there a maximum amount which may be drawn from the
expense account for personal use or compensation?

= ]
=
L]

A Hagoth internal memo dated August 21, 1978 attached to your
10 day pre-primary reports stated that Hagoth permitted you use
of the corporate computer for campaign purposes. (see attachment A).

/' 9040

[i] Did you participate in the decision to lease the computer
for this purpose? If so, explain your role in this matter.

[ii] Describe the terms and conditions of the use agreement,
the amount paid for computer time and the amount of use involved.
Submit copies of the agreement.




MUR 706 (78) . .

Richard Bennett
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B) The memo also refers to other persons permitted use of Hagoth's
computer for personal projects.

[i] Submit the names, addresses and occupations of individuals
permitted to use Hagoth's computer within the last 2 years.

[ii] Include the commercial hourly, weekly, or monthly fee
charge by the corporation for such use.

[iii] State whether use of the computer required the presence
of corporate employees to initially process the information and
operate the computer. If so, did the commerical fee include
compensation of these employees.

The complaint alleges that Hagoth leases the computers. 1Is this
correct? Explain.

A) 1If the allegation is correct, what is the annual corporate
cost for use of the computer? What are the terms and
conditions of the lease agreement. Submit a copy of the
agreement and documents indicating the annual fee paid.

-

The August 24, 1978 Journal American reports that you cashed a

Hagoth corporate expense check for $100, used part of the money

to pay for campaign shipments and deposited the rest into Hagoth's
petty cash fund. 1Is this allegation correct? What corporate expense
checks, if any, were cashed by you and used to pay campaign costs?
List the dates and amounts of these checks.

Describe the operation of Hagoth's petty cash fund.

Who in Hagoth has authority over the petty cash fund?

Are transfers and deposits to the fund recorded, along with
the name or initials of each depositor? 1If so, submit copies
of entries for June through September of 1978.
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W,
WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Richard H. Bennett, Jr.
12350 - 206th Place, 5.E.
Issaquah, WA 98027

MUR 706
Dear Mr. Bennett:

The Federal Election Commission has received a
complaint which alleges you committed certain violations
of the Federal Election Campaign Act of 1971, as amended
("the Act"). A copy of the complaint is enclosed. We
have numbered this matter MUR 706.

i
]

The Commission has reason to believe that the matters
alleged in the complaint state a violation of 2 U.S§.C.
§441lb. Specifically, it appears that you may have used
$12,000 in corporate funds for political campaign expendi-
tures and accepted in-kind contributions from the Hagoth
Corporation.

=3

Additionally, based on information ascertained in the
normal course of carrying out its supervisory responsibilities,
the Commission has reason to believe that you violated
Section 441g of the Act. Specifically, it appears from
your reports that on July 21, and on August 8 and 16, 1978,
you loaned a total of $5,100 in cash to your Committee.

ﬂlﬂ
=¥
-
.c |
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P 8 ;

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials which you believe are
relevant to the Commission's analysis of this matter.
Additionally, please submit answers to the enclosed gquestions.
Where appropriate, statements should be submitted under oath.
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The Commission is under a duty to investigate this
matter expeditiously. Therefore, your response should be
submitted within ten days after your receipt of this
notification. :

If you have any questions, please contact, Miriam
Aguiar, the staff member assigned to this matter, at
202-523-4052.

This matter will remain confidential in accordance
with 2 U.S.C. Section 437g(a) (3) (B) unless you notify the
Commission in writing that you wish the investigation to
be made public.

If you intend to be represented by counsel in this‘.
matter, please have such counsel so notify us in writing.

Sincerely,

William C. Oldaker
General Counsel

Enclosures




Richard Bennet 1
706 @

FEDERAL ELECTION COMMISSION
UESTIONS
The August 26, 1978 issue of the Daily Journal American reports
you hinting that you would use a computer in your home for a

massive, last minute direct mailing. 1Is this substantially
correct?

A) If so, how long have you had the computer installed in your
home?

[i] Do you lease the computer?

[ii] If so, from whom?

[iii] Submit copies of the lease agreement.

[iv] What are the terms and conditions of the lease?

[vl] If you do not lease the computer, state how you
obtained the computer and the purposes of its use,

The August 26, 1978 article further reports you as saying
that your :personal contribution, including Hagoth in-kind
contributions billed to yourself, totals approximately
$12,000. 1Is this correct?

Your 10 day pre-primary reports submitted to the Commission
disclose an aggregate $10,914.14 loan to your campaign
committee.




TO: Mr. Richard Bunne'
MUR 706

(i) Where is the $1,085.86 difference reported?

(ii] How were these additional contributions made?

Further explain the Hagoth in-kind contributions billed
to you. How were they billed to you? Where are they
reported? When were they made?

Your 10 day pre-primary reports disclose an aggregate $5,100 ‘
in cash contributions (loans) made by you to your committee. -
(See attachment A).

Where did the funds for these loans originate?

0
T
wn
"
™M

To whom on the Committee did you give these funds?

Detail the purposes for which these funds were used.

/9 040
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FEDERAL ELECTION COMMISSION

1325 K STREET NW.
WASHINGTON.D.C. 20461

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Donald S. Bateman

Treasurer, Rick Bennett for
Congress

4221 228th Avenue, S.E.

Issaquah, WA 98027

Dear Mr. Bateman: 1

The Federal Election Commission has received a
complaint which alleges your committee committed certain
violations of the Federal Election Campaign Act of 1971,
as amended ("the Act"). A copy of the complaint is enclosed.
We have numbered this matter MUR 706.

The Commission has reason to believe that the matters
alleged in the complaint state a violation of 2 U.S.C.
§441lb. Specifically, it appears that your committee may
have accepted corporate funds and in-kind corporate contri-
butions from the Hagoth Corporation, in violation of §44lb(a)
of the Act.

Additionally, based on information ascertained in the
normal course of carrying out its supervisory responsibilities,
the Commission has reason to believe that your Committee
violated Section 110.4(c) (2) of the Commission's Regulations.
Specifically, it appears that the Committee, on or about
July 21 and on August 8 and 16, 1978, accepted and retained
a total of $5,100 in cash loans from the candidate. 1In
this regard, a copy of the relevant page from the candidate's
report is attached for your information.

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

-




The Commission is under a duty to investigate this
matter expeditiously. Therefore your response should be

submitted within ten days after your receipt of this noti-
fication.

If you have any gquestions, please contact, Miriam Aguiar,
the staff member assigned to this matter, at 202-523-4052.

This matter will remain confidential in accordance with
2 U.8.C, Section 437g(a) (3) (B) unless you notify the Commission
in writing that you wish the investigation to be made public.

If you intend to be represented by counsel in this
matter, please have such counsel so notify us in writing. ;

Sincerely,

William C. Oldaker
General Counsel

Enclosures




FEDERAL ELECTION COMMISSION

TO: Mr. Donald Bateman, Treasurer Re: MUR 706(78)
Rick Bennett for Congress

QUESTIONS

Reports filed by your Committee and the candidate Richard Bennett
indicate that the Committee received in-kind and direct loans from
candidate Richard Bennett in the aggregate amount of $10,914.14.
This included a $1,000 expenditure on August 21, 1978 to Hagoth
Corporation for 5 months of computer time,

A) To your knowledge, were Hagoth employees required to operate
the computer?

= ;-
I1f so, did the $1,000 fee include compensation for these employees?

Were any members of your Committee involved in this transaction?
If so, identify them.

L=
un
n
M
M

Explain the terms and conditions of the computer use agreement.
Provide copies of any written agreement with the Committee made
for this usage.

Reports submitted by Mr. Bennett disclose "cash" contributions
(loans) to your Committee in the aggregate amount of 55,100 (see
attached report),

/ 90 40

A) In what form were these amounts received, i.e. bank check,
draft, etc.?

When were these amounts received and used by the Committee?
Provide material in support of your answer.

Detail the purpose of these loans.




Questions to: . . . Re: MUR 706(78)
Donald Bateman, Treasurer
Rick Bennett for Congress

uwn
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9040
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D) How, if at all, have these loans been reported?

The Complaint alleges that on or about August 18, 1978, Mr. Bennett
cashed a 51,000 corporate expense check and transferred the funds
to the campaign. What is your recollection of this $1,000 transfer?
Did the Committee receive any cash contributions (loans) from

Mr. Bennett other than those referred to in Question II? If so,
explain the purposes for which these funds were used. State also
the date of each loan.

It is alleged that on or about August 18, 1978, Mr. Bennett used a
$100 corporate expense check to pay for shipping of campaign materials.

s

A) Do you have any knowledge of this? If so,

Describe what coordination, if any, occurred between Mr. Bennett
and the Committee and what Committee materials, if any, were
involved.

In your 10 day pre-primary report, on page 2, line 3, your entry
for net expenditures is marked as "meaningless because of in-kind
mix." (See attachment B). Further explain this statement.
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FEDERAL ELECTION COMMISSION
1325 K STREET MW
WASHING TON,D C. 20463

CERTIFIED MAIL

RETURN RECEIPT REQUESTED

Mr. Richard Hamilton
12509 - 206th Place, S5.E.
Issaquah, WA 98027

Re: MUR 706(78)

Dear Mr. Hamilton:

By this letter, the Federal Election Commission
requests that you provide information which will assist
it in carrying out its statutory duty of supervising
compliance with the Federal Election Campaign Act of
1971, as amended. Specifically, the Commission requests
information concerning your past relationship with
Richard Bennett, the Rick Bennett for Congress Committee
and the Hagoth Corporation.

In this connection, we would appreciate your answering
the questions listed on the attachment to this letter. We
request that your answers be in notarized form and that
they be forwarded to the Commission within ten days after
your receipt of this letter.

Since this information is being scught as part of an
investigation being conducted by the Commission, the con-
fidentiality provisions of 2 U.S.C. §437g(a) (3) (B) will
prevail. This section of the Act prohibits the making
public of any investigation conducted by the Commission
without the express written consent of the person with
respect to whom the investigation is made. 8Since those
under investigation here have not given such consent, the
Act requires that the matter remain confidential,




If you have any questions please contact Miriam
Aguiar, the staff member assigned to this matter at
202-523-4052.

Sincerely yours,

William C. Oldaker
General Counsel

Attachment




TO: Mr. Richard Hamilt ; .
MUR 706

FEDERAL ELECTION COMMISSION

State your past relationship with the Hagoth Corporation (Hagoth).

A) It is alleged that you were a corporate vice president. 1Is
this correct?

As a corporate executive, did you have access to the corporate
expense account? Explain the operation of this expense account.
List all corporate executives within your knowledge, who had
access to this account. Was this account part of or in addition
to your annual salary? Explain.

]

State your past position with the Rick Bennett for Congress Committee
(Committee). Include a description of your duties.

A) Describe the circumstances surrounding your resignation.
=f1I, In an August 1978 interview with a reporter for the Bellevue Journal

American, you were reported as saying that Mr. Bennett paid campaign
= bills with Hagoth funds. 1Is this quote substantially correct?

A) 1If so, submit all documents in support thereof.

B) Include any transfers from the corporate expense account through
Mr. Bennett to the Committee.

You are also reported as saying that you have documentation to prove
that Hagoth underbilled Mr. Bennett's campaign. Is this statement
correct? If so, submit any and all relevant material in support
thereof.




Mr., Richard Hamilton . -2 = .
MUR 706

It is alleged that the Committee used the Hagoth computer for

campaign use. Is this correct?

If so, what is your understanding of the terms and conditions

A)

of the use agreement.
B) Detail the extent and purposes of this use. |
C) Provide documents to support your responses,

It is alleged that there is a computer terminal in Mr. Bannntf's e
home. To your knowledge, is this correct?

VED

un
Ln
M
™
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=

L
i

A) When was this computer obtained?

B) Explain the purposes for which Bennett obtained the computer.

C) Is the computer leased to Mr, Bennett? 1If so, from whom did
If not, what were the circumstances under which

he lease it?
he obtained the computar?
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FEDERAL ELECTION COMMISSION

1325 K STREET NW,
WASHINGTON D.C. 2046

September 20, 1978

Ava Frisinger
12921-23]1 Ave. SE
Issaquah, Wa. 98027

Dear Ms. Frisinger:

This is to acknowledge receipt of your complaint
of September 8, 1978, alleging violations of the
Federal Election Campaign Laws. A staff member has
been assigned to analyze your allegations and a
recommendation to the Federal Election Commission as
to how this matter should be handled will be made
shortly. You will be notified as soon as the
Commission determines what action.should be taken.
For your information, we have attached a brief
description of the Commission's preliminary procedures
for the handling of complaints.

s rely. you

3

Lester N." "Scall
Assistant General Counsel




3560

3

/90 4 n

|+ Gdihal-Ame

ka said tha Ay

N Saturday, August 26, 1978

- Cam

———

paign

falters

Bennett denies wrongdoing, digs for
cash and thinks about Hollywood

By 0. CASEY CORR
J-A Political Writer

Rick Bennett wag a little busy
Friday. i

On that day Bennell, a
congressional candidate,
businessman and movie producer,
did these things:

= Met with Republican party
leaders who asked him to be nice to
his former campalgn manager
Ilrh order 10 save Bennell's political

= Met with potential buyers of the
Hagoth Corporation, source of
Bennett's wealth and national

tation and now on saje.

= Discussed with a reporter why
the Federal Electlon Commission in
Wasghington, D.C. has no record of
his declared candidacy as required
by law. {Apparently the document is
vietim of a slow mail service. )

The colorful Benneit, driver of a
$30,000 car, owner of an Issaquah
home stuffed with electronic
gadgets and manufacturer of the lie-
detecting Voice Stress Analvzer, s
running for Congress in the Ird
District.

Bennett's campaign suffered
some shock waves Lhis week when
Dick Hamilton, Issaguah resident
and Benneil campaign manager.
left the campaign charging Bennett
with lederal election law violations
and using the Mormon Church in
politics.

BENNETT HAS denied he
charges bul the dispute prompied a
meeting with local party leaders
who asked Bennelt and Hamillon to
curb their tongues

Hamilton himself is a candidale
for the Republican primary in the
4Tth legislative district

The meeting reportedly wis
altended by members of ihe
conservative wing of the Hepublinra

party. Ther are: Con Butenko, Bob
Bristow, Ted Cowan — all active in
Ird District GOF organizations —
Chuck Elhart (unsucceasful
congressional candidate in 1976),
Hamilton and Bennedt.

The gist of the meeting was “‘we
have to consider the political reality
of hurting each other,' Beanetl said.

Earlier this week Hamilton, whom
Bennet has fired from a job with
Hagoth , charged Bennell with
paying campaigen bills with
corporation money,

If true, that is m violation of
federal election law, said David
Fiske, spokesman for the Federal
Election Commission,

Fiske said the FEC would not
investigate the matler unless &
written, notarized complaint is flled.

Hamilton said Friday he would
prepare formal charges over the
wieekend

HAMILTON CLAIMS Bennett Is
using Hagoth equipment, money and
emplovees to help his campaign.,

True, Benneit replies, but every
contribution or service will be
written off as Rick Bennett's
personal contribution to the
campaign — #nd so noted oo
disclosure forms—or Hagoth will bill
the campaign,

Bennett's first campaign finance
statement is due Sept. # in
Washington, D.C

Bennett is upsel with Ham;llnn':i
second charge — using the Mormon

Church for political purposes -—
because 11's nol true and il gives Lh=
church a bad name, Bennetl said.

[t bresks my hearl,” Benbes
said. He maintains he's used
contacts within the church, bul not
the church itsell

‘I have indications that the public,

relations people in the charch are
really concerned,”” he said.
Hernnetl 5 recent decision to sell
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woter in the 3rd Congressional District

his wholly-owned corporation stems
partly from campaign fund-raising
troubles
His projecied campaign budget
has shriveled $200,000 to $30,000.
Bennett's personal contribution,
including Hagoth in-kind
contributions billed to himsell, Lotals
approximately $12,000, he said.
Outside conlributions
approximately $3,000, he said.
Bennelt's Is alse considering &
second mortigage on his Issaquah
home to finance the campaign
Bennell bought an ad in the The
Wall Street Journal this week
offering Hagoth at an undisclosed
sales price.

total

THE AD, claiming the firm had §1
million In sales in 1877, called for a
$100,000 cash down payment, with
the remaining amount negotiable.

Hagoth's only product is the voice
stress machine

Bennett sald he's lost interest in
the company. If he loses the race
against incumbent U.S. Rep. Don
Bonker, Bennett will devole himself
tofilm making

Bennell is now [inishing & short
feature. Darth Vader Visits Seattle,
the profits of which will go to the Boy
Scouts, he sald

“I'ye got a lol of irons DurnIng in
the movie industry,’' he said. "1f 1
don't win 1'll work with Gary Kuriz
{ Holly wood producer) in making the

t by precinct of every registered

__p{lult:l by Mickhael Good
el weapon:” Ciodzilla, It is a

sequel o Star Wars.

Bennetl decided 1o sell two
weeks after making the D Vader
movlr;rh;; summer. Bml:‘:tnﬂ he
can uee, write &Nﬁ
movies. 3

“Howard Hughes did it, why ull'!
17" he sald.

Desplle his unsuccessful etforts
shake the political money ]
Bennelt says he will beat Bonker.

He figures he only needs to SW
30,000 volers to win, He hinls he
do that with a massive, last mi
direct mailing designed bY
computer in Bennett's home.

HAMILTON AND BENNETT,
once close Iriends and allies in
pumber of Issaguah-are
campaigns, now say bitler
aboil edch oLther.

Benneit Wednesday called
Hamilton a man with no friends, He
sald he allowed Hamilton to work oo
his campaign, as a gesture to “'an lo
otherwise useless life.”

“We almost live across the stresl
{rom each o other,”” Hamilton sald.

Ironically, the former friends will
spend a long day with each other
Sunday. Both are Mormons and
members of the same ward, which
will meet all day to discuss God and
spiriiual lessons in the Bibile |

“This ought Lo be ao interesting
Supday,” Yamilton said. “Things
are going to be strained.”
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The Federal Election Commission

1325 K Street N.W. -
Washington, D.C. 20463 o SEF 13 MM 1135

Gentlemen:

After reading articles printed in the Bellevue Dally Jourpal-American
on August 24 and 26, 1978, I believe there is gufficient evidence of

Mur. 706

possible violation of the Federal Election Campaign Act to warrant
an investigation by the Commission of the campaign for Congress of
Rick Bennett, 12350-206th P1, SE, Issaquah, Washington 98027 (Rick
Bennett for Congress, 4221-228th Ave. SE, Issaquah, Wa 98027;

Donald 5. Bateman, Treasurer) .

The alleged violations are: 1llegal use of corporate funds for political
campaign expenditures, co-mingling of corporate funds with political

campaign funds, 1llegal in-kind political contributions by a corporatlom,

™
O
wn
"
M

and intent to avold payment of taxes on corporate income.

The evidence supporting this complaint consists of public statements

made by Mr, Richard Hamilton, former vice president of marketing for

the Hagoth Corporation and campalgn manager for Bennett, who apparently

9N 40

possesses campalgn records for the Rick Bennett for Congress Committee.

/

Mr, Hamilton's allegations, as I have indicated previously, are contained
in newspaper articles dated August 24 and 26, 1978, from the Bellevue (Wa.)
Daily Journal-American. (The articles are enclosed.) Mr, Hamllton's
allegations include the following:

"Hamilton also charged Bennett with vioclation of
federal election law by paving campaign bills
with Hagoth Corporation funds.

"Ag examples, Hamilton sald Bennett wrote two checks
Friday--both on Hagoth accounts--to pay for campaign
axpenses.

"Hamilton sald the first check, for $1000,, was
listed as corporation expenses but actually Bennett

cashed it and tranasferred the funds to the campaign.




"The check was noted as an expenses payment to
avold taxation, Hamilton said,

"The second check, for $100., partially paid for

shipping of campaign materials. The rest went back

to the company's petty cash fund, Hamilton said.”
Mr., Hamilton also alleges that the campalign makes use of a computer
leased by the Hagoth Corporation and "sald that he has documentation

to prove Hagoth was underbilling Bennett's campaign.”

The newspaper account further contains the admiesion by the candidate that
at least one check drawn on the corporation was incorrectly identified

in the corporation records to prevent corporation employees from
reallzing that the funds were to be used for Bennett's political

campalgn.

M
~0
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3

I am not a candidate for office, although as Chairman of the 47th

Legislative District Democratic Precinct Organization I take substantial

N

interest in local and district political activities. I have discussed

4

N

this complaint with the Bonker for Congress Committee which is aware

9

that it is being filed with you.

/

Sincersly,

?-Ml&n
Ava Frisinger e

12921-231 Ave. SE
Issaguah, Wa. 9B027
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A poleat sllanece of Mormen men,
which bad lagaehed lassquah Seboal

. Beard, legislative and congreasional

tim ! rt this wesk
Ilﬂﬁﬂmmmm
violations and death winhes,

The break eccurred whea Diek

‘Hamilten, mamager of Riek
District al -

e nl:lh:illhuﬂl loager
m e oo
lelerate Lﬂllﬂ'l mingling of
Riek In-:;.d llnqui la
presideni of Hapolh Corp. and
candidate lor thes Republican
pominalion (or Lhe comgreasiomal
#eal beld by Demecral Doa Becker,
Hamilton, Hagoth vice presidest

'urnuhuu.v_-u!hlmn

Hamikoa sod Beanetl were key
frategists In the election of Ed
Dittmar, a sales manager,
aod Mike o the Issaquah

School Board last fall

Dilimar's resignatioa two weeks
ago from Hagoth stemmed brom
uu.m wilh Hamillsn, Beansit

milton, Bensett,

— are Mormoon,

ol 2

.

The.charges have been
denled

Hamilten sald Tuesday -Iu-
resigned from his poet la Benoett's

Beoaett with wmiing the Mormom
Ciruch to raise esmpaign funds,

““HE NOW has an effort to
mobilize he Mermon tn the

- last twe weeks of the campaign to
:-n-ulu."lr:lll-ﬂd

Last fall Bemnet! used &' mailing

T g ————

foalem s Deimars sed Sati
ca

lhousand pesicards wers sest %o
Issaquah resldenta. ’

Banoeit sald Tuesday: hls’

esngressional eampaiga waa
of In

“Humiltea elaims I "ll'l'll
toa Mormon g

Beanett said. “The Mormen Cherch _

Is slmply »

after them just aftor the’

ﬂ-mmnr;:l:hu,n |
“Between 28 t0 30 porcest. of

campaign wirkers are o

Hamilion abo

Beangtt sbouot

7 var cumpas W i
IEHMH.- P

sald be had “no chelza™ bul ta
file a complaint with the preper

Hamilton sald be rpe
vie!atipas
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vilation  of election laws; sald

corperate funds were flrsi

transferred to him — gt which -
hwwumﬂuﬁ

and gave them Lo the cam p
“1 ulﬂmh'ﬁlll an

amoani my ovn m to the

campalgn,” Benoetd uﬁ'. Juit

 Bare o keep careful records, that's

He sald some Hagoth ﬂm
ansferring

: were opset thatl be was tr

company money to the eampalgn so
be Listed the §1,000 check 23 am

. Sxpenses payment That way his

¢ tes wouldn't know the
LRI Tt e e

He added be would pay Income
taxes oo all the checks,

sald his campalgn also

used & compuler lessed by Bagolh
Beonett called the nnhl.l:l his
“setrel weapon” In the cam
Hagoth will bl the campaign for
use, besald. bA M o
Hamilion, & 4Tk Dilstriet state

- legislatiye eandidate, sald be had

documeniation W prove Hagolh was
uoderbilling Beanetl's campalgn. -
“A viclation of Tederal eleclion
laws is a serious maiter U yoo keep
quiel.™ Hamilton said. "Ia the last
couple of weeks 1 became coaviseed
Richard wanls the (coagressiocal)
office for power and glory sod the

pay check.
“"Nooe of Lhose bas a io da

with public serviee. He baz a ~

glganticego.” . .
eonetl sald Hamilloa *‘has
tofally left realily. Dick’s burped

more bridges than anyocne I've met.
I've been the caly fricad be's had for

was a lremendons Usbility. But
bhim it was the most useful thing in
an olherwise useless life.”

The feud between HamBton and;
Benoett and Hamilton and Dittmar |
could eripple the politleal fature of!
2l three men. - J A

Dittmar, wilh (wo uh-l
Tusaguah Se Board members, .
faces a recall volg next meonth,

“The allances asrent [alling
apart,” Benodell mald. “What's

yoars, . ;
*Having Dick oo the eam i

"falling apart is Ham(lon. The n:ll

will get slong better without him.

Bellevue Journal-American B=-24-78

Political Divorce.....continued




Federal Election Commission

1325 K Street NW

Washington, D.C, 20463
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FEDERAL ELECTION COMMISSION

1325 K STREET ~ W
WASHINGTOS DO 20464

THE FOLLOWING MATERIAL IS BEING ADDED TO THE

PUBLIC FILE OF CLOSED MUR 20@.




FEDERAL ELECTION COMMISSION

1325 K STREET N.W
WASHINGTON, D.C. 20461

August 1, 1979

Ms, Ava Frisinger
12921 - 231 Ave., S.E.
Issagquah, WA 98027
Dear Ms, Frisinger:

The General Counsel's office has received a
request for a copy of the General Counsel's Report
in MUR 706. As the file is now part of the public

record, we are able to comply with the request. We

have enclosed a copy of the report for your information.

e e 72,

William Oldaker
General Counsel

Enclosure




FEDERAL ELECTION COMMISSION

1325 K STREET MW
WASHINGTON . D.C. 20463

August 1, 1979

Mr. Richard H. Bennett, Jr.
12350 206th Place, S.E.
Issagquah, WA 98027
Dear Mr. Bennett:

The General Counsel's office has_received a
request for a copy of the General Counsel's Report in
MUR 706. As the file is now part of the public

record, we are able to comply with the request. We

have enclosed a copy of the report for your information.

Sincgzkly,

William C. "Oldaker
General Counsel

Enclosure




FEDERAL ELECTION COMMISSION

1325 K STREET N.W
WASHNGTON. D.C. 20463

August 1, 1979

Mr., Donald Bateman
Treasurer, Rick Bennett

for Congress
4221 228th Ave., S.E.
Issaguah, WA 98027
Dear Mr. Bateman:

The General Counsel's office has received a

request for a copy of the General Counsel's Report
in MUR 706. As the file is now part of the public

record, we are able to comply with the request. We

have enclosed a copy of the report for your information.

T e

William C. Oldaker
General Counsel

Enclosure




FEDERAL ELECTION COMMISSION

115 K SIREET MW
WASHINGTON,DC. X461

August 1, 1979

Mr. P.V. Plastino
President, Hagoth Corporation
85 N.W., Alder Place
Issaguah, WA 98027
Dear Mr. Plastino:
The General Counsel's office has received a

request for a copy of the General Counsel's Report

in MUR 706. As the file is now part of the public

record, we are able to comply with the request. We
have enclosed a copy of the report for your information.

Sircerely,

Sy s 7002

Willi C. Oldaker
General Counsel

Enclosure
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FEDERAL ELECTION COMMISSION

1325 K STREET MW
WASHINGTON D.C. HMb1

August 1, 1979

Mr. Richard Hamilton
12509 - 206th Place, S.E.
Issaquah, WA 98027
Dear Mr. Hamilton:
Enclosed you will find a copy of the General

Counsel's Report in MUR 706, pursuant to your request.

As the file is now part of the public record, we are

SISV,

able to forward a copy to you.

William C. Oldaker
General Counsel

Enclosure




FEDERAL ELECTION COMMISSION

1325 W STREET S W
WASHING TON DL, 204614

END OF ADDITIONAL MATERIAL FOR CLOSED MR Eéé :




