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TERRY GODDARD
ATTORNEY GENERAL
Jessica G. Funkhouser

Special Counsel

Office of the Attorney General
1275 West Washington
Phoenix, Arizona 85007
(602) 542-7826

OFFICE OF THE ATTORNEY GENERAL
CAMPAIGN FINANCE PROCEEDINGS

In the Matter of: NO. SGO04-0158
MAINSTREAM ARIZONA, CONSENT AGREEMENT AND
ORDER

Failure to File Statement of Organization and
Campaign Finance Reports, and Failure to
Provide Notice pursuant to A.R.S. 8§ 16-902,
16-902.01, 16-912, 16-913, 16-917 and 16-
918.

l. INTRODUCTION
1. In the interest of a prompt and speedy resolution of the above-captioned matter,

consistent with the public interest, statutory requirements and the responsibilities of the Arizona
Attorney General’s Office and the Arizona Secretary of State, the Arizona Attorney General’y
Office and Mainstream Arizona, (“Mainstream”) enter into this Consent Agreement to fully and
finally resolve all outstanding election-related issues involving Mainstream.
Il. CONSENT AGREEMENT

2. In lieu of further proceedings, Mainstream enters into this Consent Agreement for
the purposes of settlement. Mainstream understands that:

a. Any record prepared in this matter is a public record and may be retained and

disclosed as provided by law by the Arizona Attorney General’s Office;
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b. Mainstream has the right to a public hearing concerning this matter at which time
it may present evidence and cross-examine any of the State’s witnesses.
Mainstream hereby waives its right to such a hearing;

C. Mainstream understands that it has the right to consult with an attorney prior to

entering into this Consent Agreement;

d. Mainstream hereby waives the right to judicial review of the following Findings

of Fact, Conclusions of Law and Order, pursuant to A.R.S. § 16-924(C); and

e. Mainstream acknowledges that this Consent Agreement and Order will be

effective only upon its acceptance by the Arizona Attorney General’s Office.

3. Mainstream and the State agree to the following Findings of Fact and
Conclusions of Law.

I1l. FINDINGS OF FACT & CONCLUSIONS OF LAW

4, Mainstream is an Arizona nonprofit corporation formed November 18, 2003
pursuant to Section 527 of the Internal Revenue Code whose stated purpose is “to pursue
mainstream moderate policies for Arizona.”

5. In August 2004, Mainstream published eight versions of a mailer which, among
other things, asked readers to urge specific legislators and other state leaders to “continue to
support a fiscally responsible budget and strategic investments in Arizona.”

6. The mailers sent out by Mainstream constituted independent expenditures.

7. The total cost of printing and distributing the mailers was $40,623.23.

8. Mainstream is a political committee as defined by A.R.S. § 16-901(19)(f).

9. Arizona law requires political committees to file a Statement of Organization

before receiving contributions and making expenditures. A.R.S. § 16-902.01.
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10. Mainstream did not file a Statement of Organization with the Arizona Secretary of
State’s Office, did not file any campaign finance reports for the 2003-2004 election cycle,
and did not comply with the statutory duties required of political committees as prescribed in
A.R.S. 88 16-902, 16-902.01, 16-912, 16-913, 16-917 and 16-918.

11. Before distributing the mailers, Mainstream consulted with counsel regarding its
obligation to file a statement of organization and campaign finance reports and was advised that
it was not required to file such documents.

12. The Arizona Attorney General’s Office has jurisdiction over Mainstream pursuant
to A.R.S. § 16-924.

IV. ORDER

Mainstream agrees to the following Order:

1. Mainstream will file a Statement of Organization as an Independent Expenditure
Committee with the Secretary of State within thirty (30) days from the effective date of this
Order;

2. Mainstream will file all campaign finance reports for the 2003-2004 election
cycle within thirty (30) days from the effective date of this Order;

3. Mainstream will demonstate to the Attorney General’s Office that it did not use
corporate contributions to pay for any of its mailings within thirty (30) days of the effective date
of this Order;

4. Mainstream shall not use corporate contributions to influence the outcome of any

future candidate election, as prohibited by A.R.S. § 16-919;




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

5. The Arizona Attorney General’s Office will not take a campaign enforcement
action against any individual who, in good faith, exceeded the annual contribution limit set out in
A.R.S. § 16-905(E) by making a contribution to Mainstream; and

6. Mainstream shall pay a civil penalty of five thousand dollars ($5,000.00) to the
Arizona Secretary of State’s Office within thirty (30) days from the effective date of this Order.
The Committee shall pay the civil penalty by certified check or money order.

The effective date of this Order is the date Mainstream and the Arizona Attorney
General’s Office sign the Order. If the dates are different, the later of the two dates will
constitute the effective date of this Order.

If Mainstream fails to comply with any material requirement or restriction set forth in this
Order, Mainstream shall be liable for the civil penalties consistent with A.R.S. 88 16-912(E) and
16-918. If the Arizona Attorney General’s Office determines that Mainstream has failed to
comply with any material requirement or restriction of this Order, the Arizona Attorney
General’s Office shall notify Mainstream in writing of its determination. Mainstream shall be
entitled to a hearing and shall notify the Arizona Attorney General’s Office of its request for a
hearing within thirty (30) days from receipt of notice of its failure to comply with the Order. A
hearing shall be held within a reasonable amount of time from the date Mainstream notifies the
Arizona Attorney General’s Office of its desire to have a hearing. The sole issue to be
determined at the hearing is whether Mainstream violated any material requirement or restriction
7
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set forth in this Order.

ACCEPTED AND ORDERED this day of March 2005.

TERRY GODDARD
Attorney General

Jessica Funkhouser
Special Counsel

Date

Attorney for Arizona Secretary of State

MAINSTREAM ARIZONA

Lee Stein
Attorney for Mainstream Arizona

Date
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ORIGINAL Order filed this day of
March 2005 with:

Office of the Arizona Attorney General
Campaign Finance Compliance Assistant
1275 West Washington

Phoenix, AZ 85007

COPY of this Order sent via U.S. Mail
this day of March 2005 to:

Lee Stein

Fennemore Craig

3003 North Central Avenue, Suite 2600
Phoenix, Arizona 85012-2913
Counsel for Mainstream

Joe Kanefield

State Election Director

Arizona Secretary of State’s Office
State Capitol — 7™ Floor

1700 West Washington Street
Phoenix, AZ 85007

By:

438890 v2




