September 28, 1976

MEMORANDUM TO THE FILE J/{

FROM: William Oldaker A

RE: MUR 228 (76)

The Office of General Counsel has closed this file
in light of discussion at Commission Meeting of 9/23/76,
indicating that because of inconclusive nature of facts
erein and possibility that any §610 violations may be
barred by three year statute of limitations in 2 U.S.C.
§455, a commitment of Commission resources is unwarranted.



September 23, 1976

MEMORANDUM TO THE FILE

FROM: David R. Spiegel

RE: MUR 228 (76)

This MUR was closed pursuant to an objection raised
and discussed at the Commission meeting on September 23,
1976. It was felt that because of the uncertain nature
of tnhe information in the article--including the fact that
the violations may be protected by the three year statute of
limitations in 2 U.S.C. §453 -- a commitment of Commission
resources was not warranted.

Close file. Do not send letters.
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e od SEE “MUR 228 (76.)
DATB AND TIME OP TRANSMITTAL: ;
. g REC'D: 7/20/76

FEDERAL ELECTION COMMISSION
Washington, D. C.

Complainant's Name: _ Internally (Drew McKay and Michael Hershman)

Respcndent's MNzame: Armco Steel Corporation ' . .
‘Rele?an: Statute: . 2 U.s.C. §441b . S
Inte--zl Pepoxis Chacked: "~ None
Fegé:al igancies Checked: None :

- { SUMMARY OF ALLEEA?onﬂ o )

& Newspaper acéount in Wall Street Journal saysArmco Steel

o Corporation made political contributions Jhostly in connection with

local elections™ between 1968 and 1274. These payments were

made thrdugH employees who were given salary increases or through /

1

improper expense vouchers.

7 7

" PRELIMINARY LEGAL ANALYSIS
To establish that there has been a violation of $441blit is

necessary to prove that a Federal candidate or committee received

such funds within the period of limitation. Depending on the

extent of the SEC investigation, a large commitment of the staff's

resources may be necessary.

FEDFRAL Fizpmias

R n! 1]
ﬁﬁi@ﬁﬂﬁj i»ii 'lﬁvnu
WITHGIRT 7

'
P |

RECOMMENDATION e vl

- - 13

Regquest information from the SEC: send attached letter.

Date of Jext Commission Review:
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FEDERAL ELECTION COMMISSION

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

Honorable Roderick Hills

Chairman

Securities and Exchange Commission
500 N Capital Street

Washington, D.C. 20549

Re: MUR 228 (76)

Dear Mr. Hill:

r
The Federal ‘Election Commission has under review

the allegations that Armco Steel Corporation made illegal
corporate contributions to Federal candidates between
1968 and 1974. We understand that this matter is also
being reviewed by the Securities and Exchange Commission.

I would like to examine any information you have which
may indicate a violation of the Federal Election Campaign
Act of 1971, as amended.

Your cooperation is greatly appreciated in this matter.

Sincerely yours,

John G. Murphy, Jr.
General Counsel

| _ HWMIHMT |
18X Com
Cc: Mr. Robert Ryan OF F Ial/u F I[?Mmssm"
Branch Chief . brior 0F pr y
Division of Enforcement &WHM[co £

Securities and Exchange Commission

Rm. 469
Washington, D. C.
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Armco Steel Tells SEC of 1 mproper Gifts
Made Abroad and $313,000 Paid iy U.S
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By & WaALL STREET JOURNAL 3te/f Regorter
MIDDLETOWN, Ohio - Armco Steel
Corp. added its name to the long list of ma.
jor corporations admitting that they have
made improper foreélgn and domestic pay-
ments. . U N
Armco told the Securities and Exchange
Commission "a-‘company .inveatigation- dis-
closed’ thats certain domestic. employes :re~
ceived salary increases or improper expense
allowances, proceeds from which were chan
neled into political contributions. Such pag-
ments totaled $313,000, Armco said. - ..
Also; the company said it had made i
proper oqquesuonnble' payments, mostly to
foreign’ government ofticials,. : totaling |
Sllo'm' “;i : - T:" .‘ . " g b
Finallyfthe company over-billed foreign
customers'a total of $16.9 million at the cus-
tomers’ request. Armco turned the excess
payments ‘over to'foreign individuals who
Armco belleves may;have made gifts to ob-
tain business from- a government-owned
company.éré'% "_-_ ! 3 R - YR
William. Verity,. Armco’s chairman and
chief executive. officer, who initiated the in-
vestigation,“said@ he personally would pay to
the company, the amount ‘“improperly di-
verted'" domestically, less $4,000 that hiadn't
been spent and-'was returned to the . com-
pany. - .{ ' L
Mr. Verityisald he had been unaware of
the questionabie practices, and the company

v

3

..1six of Armco’s domestic plan

iturned over - aggregated approximately

.|was to be used for political contributions.

. | precise nature of the services being ren-

sald he received none of
ever, “'because of his stewA T the
company's affairs and hig’be|
portance of protecting
name,”’ Mr, Verity ueci
ment, the compar.y s . ——

Armco declined to identify the recipients |:
ot the company funds. ) )
clined to'say whicti foreign
involyad-in'the ovefseas paymen

mestic Payments . - :

Between late 1968 and 1873, aboyt $279,000 |’
was added to the salaries of 39 ephployes at |.
th the un- {;
derstanding that they would’ turn over to |’
o er-tax portion of the |
additional amount, Armco said. ““The funds

i

mpany's-good [

3 to make the pay- i
!
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3
g
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$167,000, which, it is believed, was used tor
political contributions and related purposes, |
mostly in connection with local elections or
local issues, principally in small amounts,” §
the company said. . ) - I
* In addition,, $34,000 was obtained since
1968 at two-domestic facilities “‘upon sub- f
mission of improper expense vouchers, '
Armco said. The money was used for simi-
lar purposes..: i . ° S
Also, Armco said, between 1969 and mid-
‘1972 some "‘non-officer employes™ received
salary increases and were told a portion

However, the company said it doesn't know
how widespread such practices may have
been. The company suid any such instrue-
tion would have been regarded by Armco. as
improper and that ‘-at least since 1972 the
company has taken particular care to em-
phasize the voluntary nature of any political
contributions by company employes.*’

The company said it has terminated rela-
tionships with a few foreign nationals repre-
senting Armco abroad. In these cases
Armco was unable to assure itself “of the

dered” and had reason to believe that the in-
fividuals were involved in payments to ofti-
- ¢ foraigm govesr=ag-s
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Armeco Steel Tells SEC of 1 mproper szts
Made Abroad and $313,000 Paid i ty U.S.

-"l‘-

said he received none of t . How- |’
By a WaLL BTREET JOURNAL Staff Reporter | ouer -because of his stewArdshi r the
MIDDLETOWN. Ohio Armco  Steel | company's affairs and hi. in the tm-
Corp. added its name to the long list of ma- | portance of protecting ompany's good

jor corporations admitting that they have {name,”” Mr. Verity deci
made improper foreign and domestic pay- | ment. the company sai
ments. Armco declined to idenu(y the recipients |-
Armco told the Securities and Exchange | of the company funds.
Commission a company investigation dis-{clined to say chﬁ/fE)reign
closed that certain domestic employes re- |invo) olyed-in th¥ overseas paymen!
ceived salary increases or improper expense mestic Payments
allowances, proceeds from which were cha Between late 1968 and 1974, aboyt $279,000
neled into political contributions. Such pap- l was added to the salaries of 39 epAployes at
ments totaled $313.000, Armco said. six of Armco’s domestic plant, ith the un-
Also, the company said it had made i ! derstanding that they wo turn over to
proper or questionable payments, mostly to 0 €r-tax portion of the
foreign government officials, totaling | additional amount, Armco said. ''The funds
$110,000. 'turned over aggregated approximately
Finally, the company over-billed foreign ]516‘ 000, which. it is believed, was used for
customers a total of $16.9 million at the cus- | political contributions and related purposes, !
tomers’ request. Armco turned the excess |mostly in connection with local elections or
payments over to foreign individuals who |local issues. principally in small amounts,” |
Armco believes may have made gifts to ob- |the company said.
tain business from a government-owned In addition, $34.000 was obtained since
company. 1969 at two domestic facilities “upon sub-
William Verity, Armco’s chairman and | mission of improper expense vouchers,”
chief executive officer, who initiated the in- | Armco said. The money was used for simi- |
vestigation, said he personally would pay to {lar purposes.
the company the amount “‘improperly di- Also, Armco said, between 1869 and mid-
verted'  domestically, less $4,000 that hadn't | 1972 some ‘'non-officer employes’ received
been spent and was returned to the com- |salary increases and were told a portion
pany. was to be used for political contributions.
Mr. Verity said he had been unaware of | However, the company said it doesn't know
the questionable practices, and the company |how widespread such practices may have
- been. The company said any such instruc-
tion would have been regarded by Armco.as
improper and that "at least since 1972 the
company has taken particular care to em-
phasize the voluntary nature of any political
Lo, contributions by company employes."’
The company said it has terminated rela-
I tionships with a few foreign nationals repre-
senting Armco abroad. In these cases
. Armco was unable to assure itself "‘of the
precise nature of the services being ren-
dered’’ and had reason to believe that the in-
dividuals were involved in payments to offi-
¢ foreign goverm—ic ¢
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The above-described material was removed from this )
— file pursuant to the following exemption provided in the
‘ Freedom of Information Act, 5 U.S.C. Section 552 (b):
~
—_ (1) Classified Information (6) Personal privacy
- (2) Internal rules and (7) Investigatory
practices files
-
(3) Exempted by other __ (8) Banking
- statute Information
= (4) Trade secrets and (9) Well Information
—~ commercial or {(geographic or
financial information geophysical)
™
- (5) Internal Documents

igned \ZWC\SW&M

date A-7t"

FEC 9-21-77




