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R FEDERAL ELECTION COMMISSION
1.323) K SJ-RFEE N.W
WAY fING TON, D,( 20463

eds 
June 20, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

John H. Buck
Bracewell and Patterson
2900 South Tower Pennzoil Place
Houston Texas 77002

Dear Mr. Buck:

on behalf of the Commission I have executed theenclosed copies of the conciliation agreement whichrepresents a conclusion of this matter with respect toMr. Crews.

Please be advised that portions of the file willnow be available for public inspection.

Thank you for your coopera this matter.

William C. 1 aker
General Counsel

Enclosure

--
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Before the Federal Election Commission

I~n the Matter of)

J. Ray McDermott & Co., Inc. ) MUR 254 (76)

and

R. Nelson Crews)

CONCILIATION AGREEMENT

This matter having been initiated internally on the basis

of information voluntarily submitted by certain persons, an

investigation having been conducted and the Federal Election

Commission ("Commission") having found reasonable cause to

believe a violation of the Federal Election Campaign Act

has occurred,

Now therefore respondent, R. Nelson Crews ("Respondent")

r, and the Commission having duly entered into conciliation do

hereby agree as follows:

I. That the Commission has jurisdiction over the

Respondent and the subject matter of this proceeding.

II. That the Respondent has had a reasonable opportunity

to demonstrate that no action should be taken in this matter

and has cooperated with the Commission in connection with

its investigation thereof.



III. That the pertinent facts in this matter are as

follows:

A. That Respondent was from 1947 through December,

1974, an employee of J. Ray McDermott & Co., Inc. ("McDermott"),

and an officer thereof for at least ten years.

B. That Respondent during the spring of 1974 parti-

cipated in the transfer of $4,000 in cash from a foreign

affiliate of McDermott to Mr. Charles L. Graves ("Graves"),

President of McDermott.

C. That in July or August of 1974 Respondent received

from Graves instructions to obtain checks from certain top

executives of McDermott for contribution-s to the campaign

of Congressman Hensen Moore. These individuals would then

Ibe reimbursed by Graves through Respondent. At this time,,

Graves gave the Respondent a personal check. Pursuant to

these instructions, in September 1974 Respondent delivered

to the Hensen Moore Campaign Committee Graves' check as

well as checks drawn by Respondent and certain other

McDermott officers.

D. That in October 1974 Respondent delivered to the

Hensen Moore Campaign Committee two checks in the amount

of $500 each, one drawn by Graves and the other drawn by

Respondent. For the latter Respondent was reimbursed.
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E. That in December 1974 Respondent again received

instructions from Craves to collect checks for Moore's

campaign, with an understanding that those who participated

would again be reimbursed by Graves. Pursuant to these in-

structions, other McDermott officers made contributions

totalling approximately $1,000 to the Moore campaign. The

Respondent reimbursed these contributors with funds supplied

by Graves.

F. Respondent assumes that the source of the money

he received from Graves in connection with the contributions

to the Moore campaign was corporate funds.

G. That to the best of Respondent's knowledge, Con-

gressman Moore was unaware of the reimbursements by Graves

in connection with the contributions.

H. That, Respondent recognizes that certain of the

foregoing acts might be found to violate provisions of

2 U.s.C. §§ 441b(a) and 44lf in the event that any defenses

which might be available in connection therewith were not

successfully asserted.

I. That the contributions described herein are the

sole contributions involving McDermott funds of which

Respondent had knowledge or information; that Respondent

has not directed or authorized any other transfers of

-3-



McDermott funds to candidates for federal office or him-

self made contributions () said monies.

IV. Wherefore, thi;- Respondent agrees further:

A. To pay a civil penalty in the amount of $1,000.

B. To testify truthfully concerning the facts as he

knows them with respect to the matters set forth herein if

the Commission institutes a civil action for relief against

any other parties, pursuant to 2 U.S.C. §437g(a) (5) (B).

GENERAL CONDITIONS

A. If the Commission believes that this agreement or

any requirement thereof has been violated it may institute a

civil action for relief in the United States District Court

for the District of Columbia.

B. It is mutually agreed that this agreement shall

become effective after the Commission has approved the

entire agreement and all parties have executed the same.

C. It is agreed that Respondent shall have not more

than 30 days from the date this agreement becomes effective

to comply with the requirements in this agreement.

D. It is agreed that upon compliance with this agree-

ment the Commission shall be barred from taking any further

-4-
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action against the Respondent with respect to the specific

matters set forth herein.

-a te/

Date/

111157-C. * 0.'ak~r, General Counsel
For the Federal Election Commission

Fp~ -the Responen R.Nlo rews
,"'ohn H. Buck

7Bracewell & Patterson
2900 South Tower Pennzoil Place
Houston, Texas 77002
(7 13) 2 23-2 90 0
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BRACEWELL & PATTERSON

1150 CONNCCTICUT AVrNUE NW

2900 SOUTH TOWER PENNZOIL PLACE ASHI NOTON. 0. C. 20036

HOUSTON 77002 39 lU. I20? 033-3660

713 223-2900 AMERICAN BANK~ TOWER

CABLE BRACEPAT HOUSTON ASTIN 715701o

TELEX 76-21,41524270

June 1, 1978

Andrew Athy, Jr., Esq.
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Re: In the Matter of J. Ray McDermott & Co., Inc. and
R. Nelson crews;

M..R. 254 (76)

Dear Mr. Athy:

Pursuant to our telephone conversation Tuesday and in order
to consummate the conciliation of the captioned matter
pursuant to Section 437g of the Federal Election Campaign
Act, enclosed for delivery to you are: (i) four executed
counterparts of the Conciliation Agreement in the form
agreed upon, and (ii) check no. 6817 drawn on the Hibernia
National Bank by R. Nelson Crews to the order of the United
States Treasury in the amount of $1000.00, in full payment
of the civil penalty imposed by Paragraph IV(A) of the
Conciliation Agreement.

When the Conciliation Agreements have been executed on behalf
of the Commission, I would appreciate your returning two
executed counterparts to my attention.

We appreciate your and Mr. Spiegel's courteous and professional
approach during the course of this matter and are pleased



BRACEWELL & PATTERSON

Andrew Athy, Jr., Esq.
June 1, 1978
Page 2

that it was possible to resolve it through the conciliation
process. We assume the matter is now concluded.

Very truly yours,

Bracewell &P yterson

John H. Buck

JHB/bas/
Enclosures

cc: Mr. R. Nelson Crews
Raymond International, Inc.
2801 South Post Oak Road
Houston, Texas 77027

Personal and Confidential -- To Be Opened by Addressee Only

Mr. Jaworski
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From
BRA~cEWELr-1L & PATTERSON

2900 SOUTH TOWER PENNZOIL PLACE

HOUSTON. TEXAS 77002

r Andrew Athy, Jr., Esq.
Federal Election Commission
1325D K Street, N.W.
-'ashinqton, D.C. 20463

Lb.

.OW
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)

J. Ray McDermott, Inc., et.al.)
MUR 254 (76)

CERTI FICATION

I. Marjorie W. Emmons, Secretary to the Federal Election Commission,

do hereby certify that on May 17, 1978, the Commission determined by a

vote of 4-0 to approve the terms of the Consent Order and the proposed

conciliation agreement submitted by the General Counsel in the above-

captioned matter.

Voting for this determination were Commissioners Aikens, Harris,

Springer, and Tiernan. Commissioner Staebler abstained. Commissioner

Thomson was not present at the time of the vote.

arjorie W. Emmons
Se etary to the CommissionDate



EXECUTIVE SESSION
May 17, 1978

Before the Federal Election Commission

April 27, 1978

In Re

Federal Election Commission,)

Plaintiff)

V.

J. Ray McDermott et al.,

Defendants)

GENERAL COUNSEL'S REPORT

Having failed to informally correct violations of 2 U.S.C.

S§441b and 441f by McDermott Inc., its officers and employees

(Charles Graves, Ernest Gravois, James E. Cunningham, John W. Dupy

and H. W. Bailey), the Commission instituted in the Eastern District

of Louisiana a civil action for relief. (See previous General

Counsel's Reports dated 6-30-77, 8-18-77, 10-6-77, 12-2-77, 1-18-78,

3-29-78 for evidence and analysis.) In summary, the matter involves

the transfer of approximately $4,800 in corporate funds through

McDermott officers and employees to the campaign committee of

Senator Russell Long, Congressman David Treen, Congressman Henson

Moore and to a 1972 Democratic National Committee dinner committee

(Victory Dinner Committee). The civil action claims violations of

2 U.S.C. §§441b and 441f. Upon service of process, respondents

filed answers denying our claim and at the same time initiated

discussions with the staff with a view towards settling the suit.

These discussions produced a settlement proposal that we are
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recommending for Commission approval.

All of the parties will consent to the entry of a

permanent injunction forbidding any violation of 2 U.S.C. SS44lb

and 441f. In addition, McDermott Inc. will admit to the allega-

tions in our complaint and pay a $10,000 civil penalty and Charles

Graves, chief executive officer, will make a qualified admission

and pay a $1000 civil penalty. No legal action has been contemplated

against Nelson Crews, a former McDermott Inc. executive who participated

in some of the transfers. Crews agreed to resolve this matter through

conciliation and the attached proposed agreement is recommended

for Commission approval.

batsWilliam C. Oldaker
General Counsel



Before the Federal Election Commission

In the Matter of)
MUR 254 (76)

J. Ray McDermott and Company,)
Inc.

and

R. Nelson Crews)

Conciliation Agreement

This matter having been initiated internally on the

basis of information voluntarily submitted by certain persons,

an investigation having been conducted and the Federal Election

Commuission ("Commission") having found reasonable cause to

believe a violation of the Federal Election Campaign Act has

occurred,

Now therefore respondent, R. Nelson Crews ("Respondent")

and the Commission having duly entered into conciliation do

hereby agree as follows:

I. That the Commission has jurisdiction over the

Respondent and the subject matter of this proceeding.

II. That the Respondent has had a reasonable opportunity

to demionstrate that no action should be taken in this matter

and has cooperated with the Commission in connection with its

investigation thereof.

III. That the pertinent facts in this matter are as

f ol lows:
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A. That Respondent was from 1947 through

December, 1974, an employee of J. Ray McDermott & Co., Inc.

("McDermott"), and an officer thereof for at least ten years.

B. That Respondent during the spring of 1974

participated in the transfer of $4,000 in cash from a foreign

affiliate of McDermott to Mr. Charles L. Graves ("Graves"),

President of McDermott.

C. That in July or August of 1974 Respondent

received from Graves instructions to obtain checks from certain

top executives of McDermott for contributions to the campaign

of Congressman Hensen Moore. These individuals would then be

reimbursed by Graves through Respondent. At this time, Graves

gave the Respondent a personal check. Pursuant to these instruc-

tions, in September 1974 Respondent delivered to the Hensen

Moore Campaign Committee Graves' check as well as checks drawn

by Respondent and certain other McDermott officers.

D. That in October 1974 Respondent delivered to

the Hensen Moore Campaign Committee two checks in the amount

of $500 each, one drawn by Graves and the other drawn by

Respondent. For the latter Respondent was reimbursed.

E. That in December 1974 Respondent again

received instructions from Graves to collect checks for Moore's

campaign, with an understanding that those who participated

would again be reimbursed by Graves. Pursuant to these instruc-

tions, other McDermott officers made contributions totalling

approximately $1,000 to the Moore campaign. The Respondent
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reimbursed these contributors with funds supplied by Graves.

F. Respondent assumes that the source of the

money he received from Graves in connection with the contribu-

tions to the Moore campaign was corporate funds.

G. That to the best of Respondent's knowledge,

Congressman Moore was unaware of the reimbursements by Graves

in connection with the contributions.

H. Respondent recognizes that certain of the

foregoing acts might be found to violate provisions of 2 U.s.c.

§S44lb(a) and 441f in the event that any defenses which might

be available in connection therewith were not successfully

asserted.

I. That the contributions described herein

are the sole contributions involving McDermott funds of which

Respondent had knowledge or information; that Respondent

has not directed or authorized any other transfers of McDermott

funds to candidates for federal office or himself made contribu-

tions of said monies.

IV. Wherefore, the Respondent agrees further:

A. To pay a civil penalty in the amount of $1,000.

B. To testify truthfully concerning the facts

as he knows them with respect to the matters set forth herein

if the Commission institutes a civil action for relief against

any other parties, pursuant to 2 U.S.C. §437g(a) (5) (B).

7'
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GENERAL CONDITIONS

A. If the Commission believes that this agree-

ment or any requirement thereof has been violated it may

institute a civil action for relief in the United States District

Court for the District of Columbia.

B. It is mutually agreed that this agreement

shall become effective after the Commission has approved the

entire agreement and all parties have executed the same.

C. It is agreed that Respondent shall have not

more than 30 days from the date this agreement becomes effective

to comply with the requirements in this agreement.

D. It is agreed that upon compliance with this

agreement the Commission shall be barred from taking any further

action against the Respondent with respect to the specific

matters set forth herein.

Date Wil'liam C. Oldaker, General Counsel
For the Federal Election Commission

Date 
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

For the Respondent
John H. Buck
Bracewell & Patterson
2900 South Tower Pennzoil Place
Houston, Texas 77002
(713) 223-2900



B3RACEWELL & PATTERSON
1150 CONNECTICUT AVENUE NW

2900 SOUTH TOWER PENNZOIL. PLACE WASH4INGTON, 0. C. 20036

HOUSTON 77002 202 833-3660

713 223-2900 AM-ERICAN BANK TOWER

CA13LE BRACEPA7 HOUSTON~ AUSTIN 76701

TELEX 76-2061 512 472-7800

February 7, 1978

Mr. Andrew Athy, Jr., Esq.
Federal EZlection Commission
1325 K Street, N.W.
Washington, D.C. 20463

Re: MUR 254 (76)

Dear Mr. Athy:

In line with our telephone conversation this morning,
enclosed for your review is a draft of the proposed Con-
ciliation Agreement in the captioned matter, reflecting
several modifications in language which I believe to be
consistent with the intent of the conciliation process and
otherwise reasonable. The proposed changes have been
marked for your convenience. Your comments would be ap-

-. - oreciated.

Very truly yours,

Bracewell & Patterson

John H. Buck

JHB/ba s
Enclosure



DRFT
Before the Federal Election Commission

In the Matter of)

J. Ray McDermott and & Co., )
Inc. ) MUR 254 (76)

and

R. Nelson Crews)

CONCILIATION AGREEMENT

T1".4q matter having been initiated internally on the basis

of information voluntarily submitted by certain persons, an

Investigation having been conducted and the Federal Election~

Commnission ("Commission") having found reasonable cause to

Zbelieve a violation of the FealElecionsCamainAct

has occurred,

Now therefore respondent, R. Nelson Crews ("Respondent")

and the Commission having duly entered into conciliation do

hereby agree as follows:

I. That the Commission has jurisdiction over the

Respondent and the subject matter of this proceeding.

II. That the Respondent has had a reasonable opportunity

to demonstrate that no action should be taken i~n this matter

and has cooperated with the Commission in connection with

its investigation thereof.



III. That the pertinent facts in this matter are as

follows:

A. That Respondent was from 1947 through December,

1974, an employee of J. Ray McDermott & Co., Inc. ("McDermott"),

and an officer thereof for at least ten years.

B. That Respondent during the spring of 1974 parti-

cipated in the transfer of $4,000 in cash from a foreign

affiliate of McDermott to Mr. Charles L. Graves ("Graves"),

Presden ofMcDermott. A
C. That in July or August of 1974 Respondent received

from Graves instructions to obtain checks from certain top

executives of McDermott for contibuion fn the campaign

of Congressman ilensen Moore. These individuals would then

be reimbursed by Graves through Respondent. At this time,

Graves gave the Respondent a personal check Pursuant toA
these instructions, in September 1974 Respondent delivered

to the Hensen Moore Campaiqn Committee Graves' check as

well as checks drawn by Respondent and certain other

McDermott officers.

D. That in October 1974 Respondent delivered to the

Hensen Moore Campaign Committee two checks in the amount

of $500 each, one ran Graves and the other drawn by

Respondent. For the latter Respondent was reimbursed.

-2-



E. That in December 1974 Respondent again received

instructions from Graves to collect checks for Moore's

campaign, with an understanding that those who participated

would again be reimbursed by Graves. Pursuant to these in-

structions, other McDermott officers made contributions

totalling a roximately $1,000 to the Moore campaign. The

Respondent reimbursed these contributors with funds supplied

by Graves.

F. Respondent assumes that the source of the money

he received from Graves in connection with the contributions

__ to the Moore campaign was corporate funds.

p.-. . That to the best of Respondent's knowledge, Con-

qrssan Moore was unaware of the reimbursements by Graves

in connection with the contributions. A
H. That, without admitting or denying liability in

connection therewith, Respondent recognizes that certain

of the foregoing acts might be found to-violate provisions

of 2 U.S.C. §§ 441b(a) and 441f in the event that any de-

fenses which might be available in connection therewith

were not successfully asserted.

I. That the contributions described herein are the

sole contributions involving McDermot Afunds of which

Respondent had knowledge or information; that Respondent

-3-



has not directed or authorized any other transfers of

McDermott funds to candidates for federal office or him-

self made contributions of said monies.

IV. Wherefore, the Respondent agrees further:

A. To pay a civil penalty in the amount of $1,000.

B. To testify truthfully concerning the facts as he

knows them with respect to the matters set forth herein if

the Commission institutes a civil action for relief against

any other parties, pursuant to 2 U.S.C. §437g(a) (5) (B).

GENERAL CONDITIONS

A. If the Commission believes that this agreement or

any requirement thereof has been violated it may institute a

civil action for relief in the United States District Court

for the District of Columbia.

B. It is mutually agreed that this agreement shall

become effective after the Commission has approved the

entire agreement and all parties have executed the same.

C. It is agreed that Respondent shall have not more

than 30 days from the date this agreement becomes effective

to comply with the requirements in this agreement.

D. It is agreed that upon compliance with this agree-

ment the Commission shall be barred from taking any further

-4-
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action against the Respondent with respect to the specific

matters set forth herein.

Date William C. Oldaker, General Counsel
For the Federal Election Commission

Date For the Respondent
John H!. Buck
Bracewell & Patterson
2900 South Tower Pennzoil Place
Houston, Texas 77002
(713) 223-2900



From
BRACEWVELL &- PATTERSON

2900 SOUTH TOWER PENNZOIL. PLACE

HOUSTON. TEXAS 77002

'r "r. .'mdcrew Athv, Jr., '~

--cicra1 Flection Commnissionl
1325 -'Street, U
W3T,;hinqton, D.C. 20463
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AXE FDERALELECTION COMMISSION

1125 K SIREE I N.W
4 AHINGIO\N,UC. 20461 January 27, 1978

CERTIF'IED MAIL
RETURN-RECEIlPT REQUESTED

John Buck, Esq.
Bracewell and Patterson
2900 South Tower
Pennzoil Place
Houston, Texas 77002

Re: MUR 254 (76)

Dear Mr. Buck:

Enclosed is a conciliation agreement which when fully
executed by the respondent and approved by the Commission
shall, unless violated, constitute a complete bar to any
further action by the Commission against Mr. Crews.

If you have no objection to the agreement, please
sign and return it to the Office of General Counsel. If
you have any questions please contact Andrew Athy, Jr., the
staff member assigned to this matter (telephone no. 202/523-4529).

Sincerely yours,

AF

Enc1 ]

~.i IY1



Before the Federal Election Commission

In the Matter of)

J. Ray McDermott and Company,)
Inc. ) MUR 254 (76)

and

R. Nelson Crews

CONCILIAT ION AGREEMENT

This matter having been initiated internally on the basis

of information voluntarily submitted by counsel for Charles Gr&aves,

an investigation having been conducted and the Commission having found

reasonable cause to believe a violation of the Act has occurred,

Now therefore respondent, R. Nelson Crews and the Federal

Election Commission having duly entered into conciliation do hereby

~'agree as follows:

I. That the Federal Election Commission has jurisdiction over the

respcndent and the subject matter of this proceeding.

II. That the respondent has had a reasonable opportunity to demon-

strate that no action should be taken in this matter.

III. That the pertinent facts in this matter are as follows:

A. That respondent was from 1947 through December, 1974, an

employee of J. Ray McDermott,, Inc., and an officer for at least ten

years.
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B. That respondent during the spring of 1974 participated in

the transfer of $4,000 in cash to Charles L. Graves, President of

McDermott and Company, Inc. Respondent believes the money was to

be used for political purposes.

C. That in July or August of 1974 respondent received from

Graves instructions to collect checks from top executives of the

McDermott Corporation for use in the campaign of Congressman Henson

Moore. These individuals would then be reimbursed by Graves through

Crews. At this time, Graves gave the respondent his personal check

of $500. Pursuant to these instructions, in September 1974 the

Henson Moore Congress Committee received Graves' check of $500

and checks from respondent and certain other McDermott officials.

D. That in October 1974 respondent delivered to the Henson

Moore campaign two checks of $500, one from Graves and the other

~-from Crews. For the latter the respondent was reimbursed.

E. That in December 1974 respondent again received instructions

from Graves to collect checks for Moore's campaign, with an under-

standing he and the other McDermott officials who participated

would again be reimbursed by Graves. Pursuant to these instructions,

other McDermott officials made contributions totalling $1,000 to the

Moore campaign. The respondent reimbursed these contributors with

funds supplied by Graves.

F. Respondent believes that the source of the money he received

from Graves in connection with the contributions to the Moore campaign

was corporate funds.

G. That to the best of respondent's knowledge, the recipient

candidate was unaware of the reimbursements by Graves in connection

with the contributions. That the transfer of such funds to a



-3 -

political candidate constitutes a violation of 2 U.S.C. 5441b.

H. That the acts described in paragraphs C through F above

constitute a violation of 2 U.S.C. SS44lb(a) and 441f.

I. That the contributions described herein are the sole

contributions involving McDermott corporate funds of which respondent

had knowledge or information; that respondent has not directed or

authorized any other transfers of McDermott Corporation funds to

.~candidates for federal office or himself made contributions of said

monies.

- IV. Wherefore, the respondent agrees further:

A. To pay a civil penalty in the amount of $1,000.

B. To testify with respect to the matters set forth herein

if the Federal Election Commission institutes a civil action for

relief against any other parties, pursuant to 2 U.S.C. §437g(a) (5) (B).

GENERAL CONDITIONS

A. If the Commission believes that this agreement or any

requirement thereof has been violated it may institute a civil

action for relief in the United States District Court for the

District of Columbia.

B. It is mutually agreed that this agreement shall become

effective after the Commission has approved the entire agreement

and all parties have executed the same.

C. It is agreed that respondent shall have not more than

30 days from the date this agreement becomes effective to comply

with the requirements in this agreement.
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D. It is agreed that upon compliance with this agreement the

Commission shall be barred from taking any further action against

the respondent with respect to the specific matters set forth herein.

William C. Oldaker, General Counsel
For the Federal Election Commission

For the Respondent

Date

Date
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GRAND & OSTROW L .

375 PARK AVENUE
NEW YORK, N. Y. 10022

CABLE ADDRESS 77NV4A 33TELEPHONE
b J UR15 832-3611

November 2, 1977

David Spiegel, Esq.
Assistant General Counsel
Federal Election Commission
1325 "K" Street, N.W.
Washington, D.C. 20463

Re: MUR 254 (76)

Dear Mr. Spiegel:

After receiving the letter of William C.
Oldaker, General Counsel, of October 11, 1977, notifying
me that the Federal Election Commission was " unable to
enter a conciliation agreement" concerning Charles L.
Graves, you and I spoke by telephone. In that conver-
sation I suggested that, in the event the outstanding
United States Attorney investigation is favorably
resolved, we may then be able to offer findings of
fact in a conciliation agreement which we cannot at
present. I told you that I expected to know no later
than the end of December whether the United States
Attorney's investigation would be resolved and I urged
you to postpone the institution of what may be unnecessary
civil action until that time.

You advised me that you would consider my
position and that if the Commission decided, nonetheless,
to commence a civil action in the near future, you
would try to give us as much advance notice as possible.
I appreciate this courtesy as well as others you have
previously extended to us.

Sincerely,

Paul R. Grand



GRAND & OSTROW
A5 -P K 4'E rJU E

NcE-'V YM* K, N. Y. iooaa

David Spiegel, EsT7.
Assistant General Counsel
Fec~eral Flection Commission
1325 "K" Street, N.W.
Washington, D.C. 20463

Now-.
Aww .-*
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.7NB/bh
Enclosure

cc: 1/Mr. David R. Spiogel

J7ohni X Buck
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Mr. David R. Spiegel
Assistant General Counsel
Federal Election Commission
1235 K Street, N.W.
Washington, D. C. 20463
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EDWARDCUM. SiHAW
ATTORNEY AT LAW

97720CJHAVE N U i'l

N4EW YOR K, N. Y. 10 036

TELEPHONE

212) 869- ages

October 17, 1977

Andrew Athy! Esq.
Election Commission
1325 K Street
Washington, DC 20463

Re: W.H. Baie

Dear Mr. Athy:

This will confirm our telephone conversations
in which we have discussed an appearance by my

r, client, W.H. Bailey, to give testimony before
your Commission. As you know, an investigation
is now pending in the United States Attorney's
Office in New Orleans, involving the same political
contributions which are the subject of your current
inquiry.

C Although Mr. Bailey and I on his behalf are
anxious to cooperate with your inquiry, I have
had to advise him, because of the investigation
in New Orleans, that he should at this time decline
to give testimony before your Commission on Fifth
Amendment grounds.

Mr. Bailey has indicated to me that he
would follow this advice were he now to be called
before your Commission.



Andrew Athy, Esq. -2-

I understand that as a result of my notifying
you of Mr. Bailey's position by this letter, it will
not be necessary for us to appear before your Commission.

I appreciate your cooperation in this matter.

Sincerely,

~MA-Ke&)

EMS~dtr Edward M. Shaw



PROCAIMLISIRI

EDWARD M. SHAW

522 FiFTHl AVENUE

NE,.% YQPR, N. Y.'10036

.t' 'S. ~

Andre\., Athv.Fc'
Elect-ion Comm~ission
1325 K Street
Washington. DC 204-63
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M4UR 254 (76)
30sEanDI: C.p OW 1. .~,and i.

Add yw ddm i sh d RE-TJ3 TO" opm om

SI. Th followixg service is requested (check one).
QShow to whom ad dat delivered.... 13$

ff[Show to whom, date, & address of delivery.. 354
-~ ~ Q RESTRICTED DELIVERY.

Show to whom and date delivered ......... 654
fRESTRICTED DELIVERY.

Show to whom, date, and address of delivery 850IARTICLE ADDRESSED TO-
Robert Morviool; MTIartin, Ober,
maier & morvillo; 1290 Ave. o:

gthe Americas, NY NY 10019
_ M 3. ARTICLE DeSCRIpTION:

SREGISTERED NO. I CERTIFIED NO. I INSURED NM.

*Gop: WW-O-203-450
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M4UR 254 (76) AAtax SXtIDR: CAh, M , 1. 2. and 4.

I 1 Te following Service is requested (checlk one).

B'Oh-rnto whomD,date, &addrewbof delivery.. 35$
S I)RESTRICTED DELIVERY.

Show to whom and date delivered...._... 65v

I2. ARTICLE AOOMZSSE:Dmo Robert 'lIorvil 1

3. ARTILE DESRIPiON:.
SREGISTERED NO. C RTIFIED NO. INSURED NO.

(AI ebwn*pbimf or*m
I have received the artide described above.
SIGNATURE 0 Addressee 0 Authorized agent

CAx

* GOP: t~O4O~dS
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Te ': 1 2-4 (76)

ca r _.-r. -3..an.A.

f-:his is t',o notify you that Lh-2 Co-,rrission, bein,-: unable
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&cn iohas founJ ha f has, rfob.Ia7Dio ca'.ise to hc1i.'Je
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I 1 The lolowing service is requested (check ome).
[Q Sh o whc and date delivered ....... is

24)~wto whom,date, &addem of delivery.. S1W
SQRESTRICTED DELIVERY.

Show to whom and date delivered.........63#
IRESTRICTED DELIVERY.

Show to whom, date, and address of delivery 850

2. ARMILA ADDRESSE MO. Paul GrandIGrand & Ostrow
375 Park Ave.

a New York. N.Y. 10022

* GOP: fg760203455



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
) MUR 254 (76)

J. Ray McDermott, Inc., et al)

CERTI FICATION

I, Marjorie W. Emmons, Secretary to the Federal Election Conmnission,

do hereby certify that on October 6, 1977, the Commission determined by a

vote of 5-0 to terminate conciliation efforts in the above-captioned

matter, to find Probable Cause to Believe that the respondents have

violated 2 U.S.C. Section 441b(a), and to institute a civil suit.

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

Secretary to the Commission

FEDERAl EIECTION COMMISSU
DFFAI;@. FILE COPY
IEIuiOf GENER COMMSE
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September 28, 1977

Bef ore The Federal Election Commission

In the Matter of)
J. Ray McDermott and Co., Inc. )MUR 254 (76)

et al

General CZounsel's Report on Failure to Conciliate

This matter involves the allegation that Charles Graves,

President of J. Ray McDermott and Co., Inc., transferred corporate

funds to R. Nelson Crews and Ernest B. Gravois, McDermott employees,

~' who, upon Graves' instruction, contributed these funds to federal

candidates by reimbursing themselves and other company employees

for personal contributions. McDermott and Co., Inc., Graves,

Gravois and Crewswere the respondents.

After conducting an investigation in which respondents

S were given a reasonable opportunity to demonstral,.e that no action

rshould be taken, the Commission, on August 18, 1977, found

reasonable cause to believe that a violation of 2 U.S.C. §441b had

been committed by each of the respondents.

Subsequent to the Commission's reasonable cause to believe

finding, attempts were made for a period of at least 30 days to

correct these violations. The Commission's attempt to conciliate

this matter in reaching an agreement that would embody Admissions

as to the facts and issues underlying the 'Commission's determination

with Graves, Gravois and McDermott has been unsuccessful. Accordingly,

the General Counsel recommends that the Commission determine that
FEOOA[ FlrCriN ComIA13pg
Officia FILE Copy
OFFCIF ofINam CommSE



-2 -

it has probable cause to believe that a violation of S44lb(a)

has occurred and that it authorize that a civil action for

relief be instituted.

2 ,7 /?-7
DATE WJILLIAM4 C. OLDAKER

GENERAL COUNSEL

40

oj~KL ,fLKLI(AL COUNtSEL
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Septeamber 28, 1977

Before The Federal Election Commission

In the Matter of )MUR 254 (76)
J. Ray McDermott Inc. et al

Conciliation Report

Status and Summary

The Commission having found reasonable cause to believe

that J. Ray McDermott, Inc., Charles Graves, Nelson Crews and

Ernest Gravois violated 2 U.S.C. §441b, the staff entered into

conciliation with representatives of each of the respondents.

Crews recently provided cooperative testimony in a

lengthy deposition and the staff is continuing the conciliation

effort with him. However, negotiations with Graves, Gravois, and

M'%cDermott, Inc. have not produced an agreement which the staff can

recommend for Commission approval. Accordingly, having so endeavored

for a period of at least thirty days, we recommend that conciliation

with these respondents be terminated.

Analysis

The Commission's previous findings were based on the

allegation that Charles Graves, President of.J. Ray McDermott, Inc.,

transferred corporate funds to R. Nelson Crews and Ernest B. Gravois,

McDermott employees who, upon Graves' instruction, contributed these

funds to federal candidates by reimbursing themselves and others

for personal contributions. FEDERAL ELECTION COMMISS!OI
OFFICIAL FILE COPY

OfFICE Of GENERAL COUNSEL
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The staff proposed an agreement that would include:

the principal facts establishing a violation; facts which show

a history of secret cash funds maintained by McDermott; an

admission of a violation; and a fine. These facts are embodied

in testimony of Graves and Crews to the Securities and Exchange

Commission and a report prepared by an Audit Committee, empowered

to investigate the finances of the McDermott Corporation.

A flexible posture was presented by staff with respect

to the amount of the fine, the reference to the history of secret

Scash funds and whether the violation was knowing and willful.

4cDermott, Inc. and Gravois were represented by the

samL'e counsel, while Graves maintained separate representation.

These representatives will only accept an agreement that includes

an ad-mission of a violation by the respondent corporation and

not the individuals. Iloreover, the admission of a violation by

Sthe Corporation would have to be accompanied by a promise that the

SCommission not investigate any of the Corporation's officers. In

view of the facts in this matter, none of which the respondent

has attempted to refute, the staff cannot recommend acceptance of

the counter proposal.

Recommendation:

Failing to reach an agreement that it can recommend for

Commission approval, the staff recommends that conciliation efforts

be terminated and that the Commission find probable cause to believe

respondents have violated §441b(a) and institute a civil suit.



WILLI OLDAKER
GENERAL COUNSEL
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a a
UNITED STATES OF AMERICA

1BEFORE THE FEDERAL ELECTION COMMISSION

In Re:

MR117 254(76)J. RAY McDERMOTT,, et al.

x

Washington, D. C

Wednesday, Septa
Deposition of

p.

saber 21, 1971

ROBERT NELSON CREWS

a witness, called for examination by counsel for the Federal
Election Comission, pursuant to notice, taken in the offices
of the Federal Election Commission, 1325 K Street, Northwest,
Washington, D. C., beginning at 12:55 o'clock p.m., before
David Spiegel, Esq., when vere present on behalf of the

respective parties:

FEDERAL ELECM1 COMMISSISE
OFFICIAL FILE COPY

011ICE of SENEA COUNSEL~

Milton & Greenwtood Reporting Associates, Inc.
tfor"'.er', Reynolds Reporting Associaes, Inci

OFFICIAL REPORTERS
1028 Connecticut Ave., N.W., Suite 1110

Washington, D.C. 20036
Phones: (202) 833-3598

833-3599
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MARTIN, OBERMAIER & MORVILLO
ATTO RNEY S

1290 AVENUE OF THE AMERICAS

NEW YORK, N. Y. 100 19

THOMAS FITZPATRICK TELEPHONE

JOHN S. MARTIN, JR. (212) 409-1500

ROIBERT G MORVILLO CABLE! LITIGAIOR,NEW YORK

OTTO 0. OBERMAIER

~ September 20, 1977

David Speigel, Esq.
General Counsel's Office
Federal Election Commission
1325 K Street, Northwest
Washington, D.C. 20463

RE: M4UR 254 (76)

Dear Mr. Speigel:

-~ In accordance with your telephone conversation on
Monday with Maurice M. McDermott, Esq., on behalf of our
client, J. Ray McDermott & Co., Inc., this letter sets forth

our position concerning your proposed conciliation agreement
between the Federal Election Commission and our client. At
the outset, I should note that any tentative agreement reached
by counsel in this matter is, of course, not binding upon our

* client and will require the prior approval of the Board of
Directors of J. Ray McDermott & Co., Inc.

We believe that the proposed agreement would be
acceptable if ,'s 111(B) (C) CD) (I) and IV(B) were stricken
and if jV(A) was modified by reducing the civil penalties
from $5,000 to $1,000. With respect to the reduction of
the civil penalty, we feel that this reduction is warranted
in light of what we perceive to be serious legal questions
concerning certain of the allegations contained in 11's 111(F)
(l)-(4). Specifically, in our view the violation alleged in
II111(F) (1) is time barred. Also, with respect to the viola-
tions alleged in 11's 111(F) (3) and (4), our research suggests
that because the alleged contributions were made after the
elections in question, no violations could have occurred.
Moreover, under prior law, which would be applicable to the
violations alleged, no provision was made for the inclusion
of any civil penalty in a conciliation agreement. To attempt
to apply the civil penalty provisions to the 1976 Act to
prior violations would clearly amount to a denial of due
process.

FEDRAt !1[CYTWMISSU

OFCIL f 1E COPY
Of~ ifI 61MUk~L CUNSEL



David Speigel, Esq.
September 20, 1977
Page 2

However, despite the above, in order to avoid the
great expense of time and money of a protracted litigation of
these and other issues, we feel that it would be in the best
interests of our client and indeed of the Federal Election
Commission as well, to enter into an agreement along the lines
described above. This, of course, assumes that upon reaching
such an agreement, your investigation of certain employees of
J. Ray McDermott & Co., Inc. in connection with the matters
covered by the agreement would terminate without the issuance
of process against them.

Concerning the individual employees of J. Ray
McDermott & Co., Inc. subpoenaed by you, it is our understand-
ing that none of these individuals finds it in his best
interest to enter into a conciliation agreement, which would
require admission of wrongdoing, with the Commission at this
time.

Kindly contact us at your earliest convenience with
your views on the matters discussed herein.

Very truly you

Robert G. Morvillo

RGM:kh

FEDERAL EtECTION CoMkMISS1ON

411ICE bt W"~*~ COUNSEL
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MALONEY, VIVIANI A HIGGINS

630 FIFTH AVENUE

NEW YORK, NEW YORLK 10020)

(212) 586-6006

'1

/9

September 16, 1977

* ~'I),David Speigel, Esq.
General Counsel's Office
Federal Election Commission
1325 K Street N.W.
Washington, D.C. 20463

Re: MUR 254 (76)

Attention: Andrew Athy, Esq.

Dear Mr. Athy:

As you know, I represent Robert Richie who is
to be deposed by the commission in New Orleans on Thursday,
September 22, 1977. Upon my advice, my client will in-
voke his privilege in response to your questions.

In view of his position, I wonder if it is
necessary to hold the above examination.

Would you please contact me and let me know
whether the deposition will occur as scheduled.

Very~ truly yours,

Arthur J. Vivian

ME R ICTION COMMISSION

OFFICIAL ILE "OPY
effC gg NAL C&UtSEL

WALTER J. HIGCINS.JR.
ANDREW J MALONEY

ARTHUR. J. VIVIAN I
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David Speigel, Esq.
General Counsel's Office
Federal Election Commission
1325 K Street N.W,-.
w ashington, D.C. 20463

ATTENTIONi: Andrew Athy, Esq.
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THOMAS FITZPATRICK~

JOHN S. MARTIN,JR.

ROBERT G MORVILLO

OTTO G. OBERMAIER

MARTIN, OBERMAIER &MORVILLO
ATTORNEYS 

SEP
1290 AVENUE OF THE AMERICAS19

NEW YORK, N.Y. 10019 4 VE PH N

(212) 489-1500

CABLE: LITIGATOR, NEW YORK

September 16, 1977

Davis Speigel, Esq.
General Counsel's office
Federal Election Commission
1325 K< Street, Northwest
Washingting, D.C. 20463

RE: MUR 254 (76)

Dear Mr. Speigel:

In connection with the Commission's subpoena to
our client, Mr. John D. Dupy, to appear for a deposition in
the above-referenced matter on the adjourned date of Thursday,
September 22, 1977, I hereby represent that upon my advice,
Mr. Dupy will invoke his Constitutional rights and refuse to
answer all questions directly or indirectly relating to the
matters mentioned in the subpoena.

In view of this, it is my hope that Mr. Dupy's
presence at the above-mentioned deposition will no longer
be required.

Kindly inform me promptly as to your decision, so
that I may plan accordingly.

Very truly yours,

Robert G. rMorvillo

a ffi t 114 1 a c~A 1 oUs 6
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GRAND & OSTROW",
375 PARK AVENUE
NEW YORK. N. Y. 10022

CABLE ADDRESS *TELEPHONE

*G OJu R 832-3611

September 15, 1977

David R. Spiegal, Esq.
Assistant General Counsel
Federal Election Commission
1325 "K" Street,, N.W. 1:
Washington, D.C. 20463

Re: MUR 254 (76)

Dear Mr. Spiegel:

Enclosed is a proposed form of Conciliation
Agreement acceptable to Mr. Graves which I respectfully
request that you submit to the Federal Election
Commission together with this letter. You will note
that our proposal differs from yours principally in
that ours does not include an admission of the facts
set forth in Paragraph III. Aside from this, certain
of the provisions have been clarified or modified.

The reason for the principal change is the
pendency in the Eastern District of Louisiana of a
grand jury investigation into the affairs of J. Ray
McDermott & Co., Inc. That investigation is concerned
with, among other matters, the precise subject matter
covered by your proposed Conciliation Agreement.
obviously, under these circumstances, I cannot advise
my client to admit facts which might adversely affect
his interests in the grand jury investigation. Indeed,
admission of the facts proposed by you without more,
might be deemed by some to be sufficient to warrant
indictment.

On the other hand, Mr. Graves is, as you
know, anxious to enter into a Conciliation Agreement
with the Commission. To achieve both his and the
Commission' s goals, I have redraf ted your proposal
in a form akin to that used by the Securities and
Exchange Commission and have provided for the payment

FFPA f~Lr



GRAND) & OSTROW

by Mr. Graves of a penalty of $500. This amount was
arrived at after careful analysis of the available
evidence. As I indicated to you at our recent meeting,
I believe only one person has acknowledged being
reimbursed with corporate funds for a 1974 contribution
to Henson Moore. The amount involved was $500. While
there has been some acknowledgment that the purchase
of tickets to Senator Long's post-election dinner in
November, 1974 involved $600 of corporate funds and
that the contribution to Congressman Treen' s campaign
deficit in March, 1975 of $1,200 similarly involved
corporate funds, it does not appear that these transfers

* violated 2 U.S.C. §441b. That section limits forbidden
contributions to those which are "in connection with
any election in which ... a Senator or Representative
in ... Congress are to be voted for .. "Since both
Senator Long and Representative Treen had been voted
for well before the transfers, it does not appear they
violated the Act. This interpretation is supported by
United States v. Boyle, 482 F.2d 755, 760 (D.C. Cir. 1973) in
which the Court noted that a contribution is not lawful
unless it is for "active electioneering". It is also
relevant to a fair disposition of this matter that
certain of the Commission's allegations, particularly
those embodied in subparagraphs (F) and (G) of Paragraph
III are beyond the applicable statute of limitations.
See 2 U.S.C. §455.

Finally, it is my understanding that most of
the questioned payments have been returned to the
donors. More importantly, Mr. Graves has already been
severly penalized as a result of the activities which
are the subject of this Conciliation Agreement. You
are, of course, aware of an earlier investigation by
an independent Audit Committee of McDermott's Board
of Directors. As a result of that Committee's report
on the subject of political contributions, Mr. Graves
was asked to, and did, personally pay to McDermott
$3,500. In addition, the Audit Committee Report
recommended that in determining supplemental compensation
for 1977, Mr. Graves' and the other officers' involvement
in the payments covered by the Audit Committee Report
be taken into consideration. This resulted in Mr.
Graves being awarded no supplemental com~pensation in
1977, when he otherwise could have expected to receive

FIERA#. E[ECT16q1 COCpMuSS~g
OFFN AL ff Copy
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GRAND & OSTROW 3

$163,000. In short, he has already been penalized in
amounts which greatly exceed the penalties the Commission
could impose.

There is every reason to believe that the
Federal Election Act will be fully complied with in the
future. Not only is Mr. Graves willing to make the
representations contained in paragraph V of our proposed
Conciliation Agreement, he is presently the subject of
a final judgment of permanent injunction against McDermott
which enjoins McDermott and its officers from, among
other things, using corporate funds for unlawful political
contributions. (This injunction was entered in SEC v.
J. Ray McDermott & Co., Inc., Civil Action No. 76-1854,

-. United States District Court for the District of Columbia, Oct. 6,
1976.) Accordingly, the purposes of the Federal Election
Act have already been achieved.

Under all of the circumstances, I respectfully
submit that our proposed Conciliation Agreement should
be accepted by the Commission.

Sincerely yours,

Paul R. Grand

Encl.

i V. L L, 1,AL LouNSEL
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
)MUR 254 (76)

J. Ray McDermott and Co.,)
Inc. and Charles L. Graves)

CONCILIATION AGREEMENT

This matter having been initiated internally

elk.?on the basis of information voluntarily submitted by

counsel for Charles L. Graves, an investigation having

been conducted and the Commission having found pursuant

to 2 U.S.C. S437g(a) (5) (A) reasonable cause to believe

a violation of 2 U.S.C. &441b(a) has occurred.

Now, therefore respondent, Charles L. Graves

and the Federal Election Commission having duly entered

into conciliation do hereby agree as follows:

I. That the Federal Election Commission has

jurisdiction over the respondent and the subject matter

of this proceeding.

II. That the respondent has had a reasonable

opportunity to demonstrate that no action should be

taken in this matter.

III. That the Commission contends that its

investigation demonstrates:

FEDRAL ELECTIO COT~ISSU6
OFFICIAL FILE COPY

OfFICI OF GERAL COUNSEL
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(A) That respondent has been an officer of

J. Ray McDermott and Co., Inc. ("McDermott")
since 1955 and its President since 1972.

(B) That in the course of that employment
respondent became aware of an "of f-the-
books" cash fund maintained by the
predecessor President, Roger Wilson.

(C) That in January, 1972, respondent received
an envelope containing $6,000 in corporate
funds from Wilson's secretary. After
Wilson's death in February, 1972, respondent
put the money in a safe in his office.

(D) That upon respondent's instructions $12,000

in cash was transferred in May, 1974, from
foreign subsidiaries of McDermott to him
and maintained as part of this f und.

(E) That in August of 1974 respondent gave

$1,000 from this fund to R. Nelson Crews,
a company officerwith instructions that
arrangements were to be made to transfer
this amount to the campaign of Henson
Moore, a candidate for Congress.

(F) That in September of 1974 part of the
amount so given to R. Nelson Crews was in

N the name of company employees contributed
to the campaign committee of Henson Moore.

(G) That in October of 1974 respondent again
transferred $1,000 of this fund to R.
Nelson Crews with instructions that
arrangements be made to transfer this

amount to the campaign of Henson Moore.

(H) That during the remainder of 1974 part of

the amount so given to R. Nelson Crews was

in the name of company employees contributed
to the campaign committee of Henson Moore.

(I) That respondent in November, 1974, gave

$600 from this fund to Ernest B. Gravois,
a company employee with instructions that

this amount be used to purchase tickets to

a dinner in honor of Senator Russell Long.

FEDERAl. ELET1N ITA~
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(J) That in November of 1974 after the election
of Senator Long the amoung so given to
Ernest Gravois was in the name of company
employees used to purchase tickets to said
dinner.

(K) That respondent in March of 1975 gave
Ernest Gravois from this fund $1,200 with
instructions that this amount be transferred
to Congressman David Treen to defray part
of the deficit from Treen' s recent election
campaign.

(L) That in March of 1975 the amount so given
to Ernest Gravois was contributed in the
name of company employees to Congressman
David Treen for said purpose.

CM) That in the instance of each of these
contributions the recipient candidates
were unaware that they involved corporate
funds.

(N) In October, 1976 respondent turned over
to an Audit Committee, investigating McDermott,
$13,200 from funds in his office. Respondent
no longer maintains a cash fund of corporate
monies.

(0) That the transfers of corporate funds through
various employees to the candidates herein
enumerated constituted a violation of
2 U.S.C. §441b.

IV. That this Conciliation Agreement is entered

into and will be carried out without trial, argument or

adjudication of any issue of fact or law and will not

constitute or be deemed an admission with respect to any

such issue, except that the Commission agrees and finds

that the allegations of paragraph III hereof do not

FEDERAL ELEPUMQ COMqMISSION
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constitute knowing or willful violations of 2 U.S.C. §441.

V. Wherefore, the respondent, out of a

desire to conciliate with the Commission and to avoid

protracted litigation, without admitting any of the

allegations set forth in paragraph III hereof, solely

for purposes of this Conciliation Agreement

(A) Consents to pay a civil penalty in the

amount of $500, and

(B) States that, other than the matters

covered by the allegations in paragraph III hereof, he

has no knowledge of any transfers of McDermott funds to

candidates for federal office by himself or others over

-. which the Commission currently has jurisdiction, and

(C) Further states that neither he, nor,

to the best of his knowledge, McDermott or any employee

thereof, presently maintains any "off-the-books" cash

fund of corporate monies.

GENERAL CONDITIONS

(A) If the Commission believes that this

agreement or any requirement thereof has been violated

it may institute a civil action for relief in the

United States District Court for the District of Columbia.

(B) It is mutually agreed that this agreement

FEERL ~~T'T ~MIS~1ON
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shall become effective as to the date that all parties

hereto have executed same and the Commission has

approved the entire agreement.

(C) It is agreed that respondent shall have

no more than 30 days from the date this agreement

becomes effective to comply with the requirements in

this agreement.

(D) It is agreed that upon compliance with

this agreement the Commission shall be barred from

taking any further action against the respondent with

respect to the specific matters set forth herein.

Date:__ _ _ _ _ _ ___ _ _ _ _ _ _ _ _ _ _ _ _

For the Federal Election
Commission

WILLIAM C. OLDAKER
C General Counsel

Date: _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _

For the Respondent
CHARLES L. GRAVES

FEUM.
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GRAND & OSTROW-,
375 PARK AVENUE

NEW YORK. N. Y. 10022

CABLE ADDRESS I.TELEPHONE
"bOJ URIV 832-3611

September 15, 1977

David R. Spiegal, Esq.
Assistant General Counsel
Federal Election Commission
1325 "K" Street, N.W. r
Washington, D.C. 20463i1:

Re: MUR 254 (76)

Dear Mr. Spiegel:

Enclosed is a proposed forA of Conciliation
Agreement acceptable to Mr. Graves which I respectfully
request that you submit to the Federal Election
Commission tc~ether with this letter. You will note
that our proposal differs from yours principally in
that our-s does not include an admission of the facts
set forth in Paragraph III. Aside from this, certain
of the provisions have been clarified or modified.

The reason for the principal change is the
pendency in the Eastern District of Louisiana of a
grand Jury investigation into the affairs of J. Ray
McDermott & Co., Inc. That investigation is concerned
with, among other matters, the precise subject matter
covered by your proposed Conciliation Agreement.
Obviously, under these circumstances, I cannot advise
my client to admit facts which might adversely affect
his inter-ests in the grand jury investigation. Indeed,
admission of the facts proposed by you without more,
might be deemed by some to be sufficient to warrant
indictment.

On the other hand, Mr. Graves is, as you
know, arnxious to enter into a Conciliation Agreement
with the Commission. To achieve both his and the
Commission's goals, I have redrafted your proposal
in a form akin to that used by the Securities and
Exchange Commission and have provided for the payment

F[OERAI. fIECTIOP CV~gtISSION
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by Mr. Graves of a penalty of $500. This amount was
arrived at after careful analysis of the available
evidence. As I indicated to you at our recent meeting,
I believe only one person has acknowledged being
reimbursed with corporate funds for a 1974 contribution
to Henson Moore. The amount involved was $500. While
there has been some acknowledgment that the purchase
of tickets to Senator Long's post-election dinner in
November, 1974 involved $600 of corporate funds and
that the contribution to Congressman Treen' s campaign
deficit in March, 1975 of $1,200 similarly involved

N corporate funds, it does not appear that these transfers
violated 2 U.S.C. §441b. That section limits forbidden
contributions to those which are "in-connection with
any election in which ... a Senator or Representative
in ... Congress are to be voted for .. "Since both
Senator Long and Representative Treen had been voted
for well before the transfers, it does not appear they
violated the Act. This interpretation is supported by
United States v. Boyle, 482 F.2d 755, 760 (D.C. Cir. 1973) in
which the Court noted that a contribution is not lawful
unless it is for "active electioneering". It is also
relevant to a fair disposition of this matter that
certain of the Commission's allegations, particularly
those embodied in subparagraphs (F) and (G) of Paragraph
III are beyond the applicable statute of limitations.
See 2 U.S.C. §455.

Finally, it is my understanding that most of
the questioned payments have been returned to the
donors. More importantly, Mr. Graves has already been
severly penalized as a result of the activities which
are the subject of this Conciliation Agreement. You
are, of course, aware of an earlier investigation by
an independent Audit CommIittee of McDermott's Board
of Directors. As a result of that Committee's report
on the subject of political contributions, Mr. Graves
was asked to, and did, personally pay to McDermott
$3,500. In addition, the Audit Committee Report
recommended that in determining supplemental compensation
for 1977, Mr. Graves' and the other officers' involvement
in the payments covered by the Audit Committee Report
be taken into consideration. This resulted in Mr.
Graves being awarded no sucplemental compensation in
1977, when he otherwise could have expected to receive

FEDERAL ELECTION COMMISSION
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$163,000. In short, he has already been penalized in
amounts which greatly exceed the penalties the Commission
could impose.

There is every reason to believe that the
Federal Election Act will be fully complied with in the
future. Not only is Mr. Graves willing to make the
representations contained in paragraph V of our proposed
Conciliation Agreement, he is presently the subject of
a final judgment of permanent injunction against McDermott 4
which enjoins McDermott and its officers from, among
other things, using corporate funds for unlawful political
contributions. (This injunction was entered in SEC v.
J. Ray McDermott & Co., Inc., Civil Action No. 76-1854,
United States District Court for the District of Columbia, Oct. 6,
1976.) Accordingly, the purposes of the Federal Election
Act have already been achieved.

Under all of the circumstances, I respectfully
submit that our proposed Conciliation Agreement should
be accepted by the Commission.

Sincerely yours,

Paul R. Grand

Encl.

LL to f



BEFORE THE FEDERAL ELECTION COM4MISSION

In the Matter of)

J. Ray McDermott and Co., MR~4(6
Inc. and Charles L. Graves)

CONCILIATION AGREEMENT

This matter having been initiated internally

on the basis of information voluntarily submitted by

counsel for Charles L. Graves, an investigation having

been conducted and the Commission having found pursuant

to 2 U.S.C. S437g(a) (5) (A) reasonable cause to believe

a violation of 2 U.S.C. &44lb(a) has occurred.

Now, therefore respondent, Charles L. Graves

and the Federal Election Commission having duly entered

into conciliation do hereby agree as follows:

I. That the Federal Election Commission has

jurisdiction over the respondent and the subject matter

of this proceeding.

II. That the respondent has had a reasonable

opportunity to demonstrate that no action should be

taken in this matter.

III. That the Commission-contends that its

investigation demonstrates:

OFFICINI FILE~ COPY
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(A) That respondent has been an officer of
J. Ray McDermott and Co., Inc. ("McDermott")
since 1955 and its President since 1972.

(B) That in the course of that employment
respondent became aware of an "off-the-
books" cash fund maintained by the
predecessor President, Roger Wilson.

(C) That in January, 1972, respondent received
an envelope containing $6,000 in corporate
funds from Wilson's secretary. After
Wilson's death in February, 1972, respondent
put the money in a safe in his office.

(D) That upon respondent's instructions $12,000
in cash was transferred in May, 1974, from
foreign subsidiaries of McDermott to him
and maintained as part of this fund.

(E) That in August of 1974 respondent gave
$1,000 from this fund to R. Nelson Crews,
a company officer, with instructions that
arrangements were to be made to transfer
this amount to the campaign of Henson
Moore, a candidate for Congress.

(F) That in September of 1974 part of the
amount so given to R. Nelson Crews was in
the name of company employees contributed
to the campaign committee of Henson Moore.

(G) That in October of 1974 respondent again
transferred $1,000 of this fund to R.
Nelson Crews with instructions that
arrangements be made to transfer this
amount to the campaign of Henson Moore.

(H) That during the remainder of 1974 part of
the amount so given to R. Nelson Crews was
in the name of company employees contributed
to the campaign committee of Henson Moore.

(I) That respondent'in November, 1974, gave
$600 from this fund to Ernest B. Gravois,
a company employee with instructions that
this amount be used to purchase tickets to
a dinner in honor of Senator Russell Long.

RUO"ik1"7



(J) That in November of 1974 after the election
of Senator Long the amoung so given to
Ernest Gravois was in the name of company
employees used to purchase tickets to said
dinner.

(K) That respondent in March of 1975 gave
Ernest Gravois from this fund $1,200 with
instructions that this amount be transferred
to Congressman David Treen to defray part
of the deficit from Treen' s recent election
campaign.

(L) That in March of 1975 the amount so given
to Ernest Gravois was contributed in the
name of company employees to Congressman
David Treen for said purpose.

(M) That in the instance -of each of these
contributions the recipient candidates
were unaware that they involved corporate
funds.

(N) In October, 1976 respondent turned over
to an Audit Committee, investigating McDermott,
$13,200 from funds in his office. Respondent
no longer maintains a cash fund of corporate
monies.

(0) That the transfers of corporate funds through
various employees to the candidates herein
enumerated constituted a violation of
2 U.S.C. §441b.

IV. That this Conciliation Agreement is entered

into anid will be carried out without trial, argument or

adjudication of any issue of fact or law and will not

constitute or be deemed an admission with respect to any

such issue, except that the Commission agrees and finds

that the allegations of paragraph III hereof do not

FEDERAL ELECTON CIMMISSION
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constitute knowing or willful violations of 2 U.S.C. §441.

V. Wherefore, the respondent, out of a

desire to conciliate with the Commission and to avoid

protracted litigation, without admitting any of the

allegations set forth in paragraph III hereof, solely

for purposes of this Conciliation Agreement

(A) Consents to pay a civil penalty in the

amount of $500, and

(B) States that, other than the matters

covered by the allegations in paragraph III hereof, he

has no knowledge of any transfers of McDermott funds to

candidates f or federal office by himself or others over

which the Commission currently has jurisdiction, and

(C) Further states that neither he, nor,

to the best of his knowledge, McDermott or any employee

thereof, presently maintains any "off-the-books" cash

fund of corporate monies.

GENERAL CONDITIONS

(A) If the Commission believes that this

agreement or any requirement thereof has been violated

it may institute a civil action for relief in the

United States District Court for the District of Columbia.

(B) It is mutually agreed that this agreement

FL-h
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shall become effective as to the date that all parties

hereto have executed same and the Commission has

approved the entire agreement.

(C) It is agreed that respondent shall have

no more than 30 days from the date this agreement

becomes effective to comply with the requirements in

this agreement.

(D) It is agreed that upon compliance with

this agreement the Commission shall be barred from

taking any further action against the respondent with

respect to the specific matters set forth herein.

Date: _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

For the Federal Election
Commission

WILLIA-M C. OLDAKER
General Counsel

Date: _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _

For the Respondent
CHARLES L. GRAVES

FEDERAL ELECTION CSMMIIN
OFFICIAL FILE COPY
if FICE Uf GENERAL COUNSEL



)0
MvARTIN, OE3ERMA-: MORVILLO

290 OFU&0 TH-- AMN C:-

'), V V
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'S I' Seo~~ ~20., 1977

:.Zera1 c----,,' Co~ision
'1325 KStreet, X:net

-i sington, 2 20-463

RE: IMUR 254 (76)

'"Jr r. Sneiae1:

In accor-dance w-:ith your telephone conversa-tion on
Qa-, : th ::' rice ',j. :,1Dermott,4 Esq. , on behalf of our

c~erit, . Pay A erot& Co. , Inc., this letter sets fort~h
our Csition cccenn cyur p.ooe roclao greef
btenthe Fede-ral -l-cion Co---Ssion and our client. At

o~Lct Ishul ntetht an. tntiv -n.e
CO'fl-CI note t h, of, cursev ztr- ment reach(_!%i

ccuse _Jn.-1---s .lat~e i, o curs, otbinding upon our
clen n -1-;il r u a. thei prior anproval of the Boarda o-f

D rct o s o f c. Da ' e r mo tt & Co., I nc.

W 1 zlie%-e thnat the proposed aureement w-,ould be
ac-ootab - if "Is !!I (S) (C) (D) (1) and7 Iv (B) were strick en

-:.i4 ( )7- m~odified by reducing the civil penalties
~r c J C-1- -l00 ihrespect to the reduction of

Wa-e-l that t-S,-dcion i3 aarranted

The ~ ~ ~ k alc~t'i oiicc inst QS -S

- ,, -. - I - 1j - 0n 1u-

C' 73'-

- -* '-*,) '-'
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liq onof

(;L 7D F: cn s e of Lim o of a protractedliiajn f

te s -nd other i sues, wqe feel that it woui2-' Yc in the best
in~~ssof our cli,, nt arid indeed of the FJ'e"Iral Election
CommI~~onas well, to ent,-er into an agreement along the lines

3C~e~ abve. his, of course, assumes t-at upon re:-aching

Kuh ~nagreemne-t, youl- investigation of co :tain employes of
"I7& ~cDer-Mott 7, Co:. , inc. in connect-ion .±t the matters

(~o:~ (Iby th- -'reemen' cldtriminate Thotth ssac

Conernnq ~neindivridual emlresof J Ra Y
22 e:7_Ott & CO.f ,in-. subpoenaeJ by y Ou, _L L s our uncestnd

.Ln-a that none these individuals finds it in hiis best_
-nzere-st to ent-er into a conciliation agreement, which would

requi.re adcrnission o Jf wrongdoing, with the Commission atk this

Kindly con-tact us at your earliest convenience with

YO'ur -views on the Matters discussed herein.

Very truly yours,

Rober-t G. I-orvillo

FEDE t ET tIC !IS!I
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FEDERAL ELECTIOI
1325 K SIR[ Er N.W
WASHINCO\,D.C 20461
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CERTIFIED MAIL
RETURN RECEIPT REQUESTED

q. COMMISSION

September 15, 1977

Robert McGuire, Esquire
630 5th Avenue
New York, New York 10020

Re: MUR 254

Dear Mr. McGuire:

This is to confirm that the deposition of Mr. James
Cunningham, originally set for September 8, 1977, has been
rescheduled for September 22, 1977, at 11:00 a.mn.

Sincerely,

David R. Sie
Assistant General Counsel

r~ 7 '7
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49 SENDER: Coplt s 1. 2. an&A
Ad oraddres in the .RET!JRNTo. space.in

1. The following service is requested (check one)O Show to whoma and date delivered ............ 25#

O] RESTRICE DELIVERY.
Show to whom and date delivered......85#O RESTRCTD DELIVERY. cl
Show to whom, date, and address of delivery . . $1.05(Fees shown are in addition to postage charges and otherfees).

2. ARTICLE ADDRESSED TO:

'ire

3. ARTICLE DESCR!PTION:
REGISTERED NO. CERTIFIED NO. I N SURE N 0.]

(Al!ways emmin sigature o ad,,,ss" or aent
I have received the article described above.~SIGNATURE []Addressee Ej Authorized agent

~tGOP. 197---345

FEDERALaEcTIBI commme"u
OFMCIAL FILE Copy

Of FICL b khiRA[ CouNSE



FEDERAL ELECTION COMMISSION
1325 K. SIRILT N.W.
WASHINGION,[).C. 20463~ September 15, 1977

CERTIFIED NAIL
RETURN4 RECEIPT REQUESTED

Robert Morvillo, Esquire
1290 Avenue of the Americas
New York, New York 10019

Re: MUR 254

Dear Mr. Morvillo:

This is to confirm that the deposition
Dupy, originally set for September 8, 1977,
rescheduled for September 22, 1977, at 3:00

of Mr. John D.
has been
p.m.

Sin rely,

Da iLd R. -Spiegf
Assistant General Counsel

"UN~~ ~I~ CfiPM1SS104

D~~t ~L ~ L ~Icv
= C

(~I~
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* SENDER: Complete items -1. 2. adi

Add your address in th MTRTO" space on
Krcere.

1. The following service is requested (check one).
[]Show to whom and date delivered ............ 250

19Show to whom, date, & address of delivery..450
5RESTRICTED DELIVERY.

Show to whom and date delivered ............ 850
5RESTRICTED DELIVERY.

Show to whom, date, and address of delivery,~. . $1.05
(Fees shown are in addition to postage charges A~d other
fees)

2. ARTICLE ADDRESSED TO:

1.

*GOP. 157-O-203--'56

FEEaL EECoD COMMIS1UU
DFiC~ FiL COPY

DFI G EIERAL COUMS



FEDERAL. ELECTION COMMISSION
1.325 K I [I NW
WASHl\G ONJ).C 20463

September 15, 1977

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Edward M. Shaw, Esquire
522 5th Avenue
New York, New York 10020

Re: MUR 254

Dear Mr. Shaw:

This is to confirm that the deposition of Mr. H. W.
Bailey, originally set for September 8, 1977, has been
rescheduled for September 22, 1977, at 1:00 p.m.

Sincerely,

David R. Spiegel
Assistant General

;

Counsel

FEDERAL ELECTION1 COMMI~ SSION

ffi ALE fl s"PYDfg g 66JRAL UUNQSE



[Show to whom and date delvrd...... 25#

SRESTRICTEDj DELI VER
'jShow to whom, date, arnd c*'Lof deiv~j . . $ 1.05

(Fees shown are in addition to~s charges and other
fees).inad

.ARTICLE ADDRESSED TO:

*~ GOP: 1975-O.-203-4Se

'A ILL



FEDERAL ELECTION COMMISSION
1325 K SIRLET NW
W\N IHINGTON,D.C. 20463 September 15, 1977

CERTIFIED MIAIL
RETURUN RECEIPT REQUESTED

Arthur Viviani, Esquire
630 5th Avenue
New York, New York 10020

Re: MUR 254

Dear Mr. Viviani:

This is to confirm that the deposition of Mr. Robert 'X.
Richie, originally set for September 8, 1977, has been
rescheduled for September 22, 1977, at 9:00 a.m.

Sincerely,

94/-AI'41
David R. Spiege
Assistant General Counsel

FEDERAL ELECTIVt r~?1tf!SS"nN
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AddI yor3drs a M RTR TO" I aceo O
fevers,

I -. The following service is requested (check one).
- 5Show to whom and date delivered ............ 250
!C Show to whom, date, & address of delivery..450

E4 RESTRICTED DELIVERY.
Ob Show to whom arnd date delivered ............ 850

5RESTRICTED DELIVERY.
Show to whom, date, and address of deliver,,.$0

(Fees shown are in addition to postage charges and other
fees).-

__ 2. ARTICLE ADDRESSED TO:

C rtu V.V.& '

0 3. ARTICLE DESCRIPTION:
SREGISTERED NO. 4ERTIFIED NO. INSU"[D No.

(Alway obtain signature of addesse or aent)
e~I have received the article described above.

r" SIGNATURE ED Addressee D Authorized agent

M DATE OF DELIVERY PSMR

5. ADDRESS (Complete only if reqIuested)

S6. UNABLE TO DELIVER BECAUSE: CLERK'S
0 INITIALS

2O.176-O0-203-456

FE?. T EGV IN flu'
.a-.J.



FEDRALELECTION COMMISSION

115 SIREIT N.W
~~4~s NS~HNCTON,D.C. 20463

September 13, 1977

Bracewell & Patterson,
Esquires

2900 South Tower Pennzoil Place
Houston, Texas 77002

Attn: John Buck, Esquire

Re: MUR 254 (76)

Dear Mr. Buck:

This is to confirm our telephone conversation of this

date, in which we agreed that Nelson Crews wul apera

C. an adjourned session of his deposition, on September 21,

1977, at 11:00 a.m. As I indicated to you, we were reluc-

tantly agreeing to this day, on the basis of your repre-

sentation that the earlier date we had agreed to--September

15, 1977--was inconvenient to Mr. Crews.

Sincere y,/

David R. Spiegel

Assistant General Counsel

01 r. .



McGuIRE & LAWLER
ATTORNEYS 4

630 FIFTH AVENUE 4
ANDREW M. LAWLER, JR. NEW YORK, N.Y. 10020TE PHN

ROBERT J. MCGUIRE.TLE 
ON

4 65 6990

'I

September 9, 1977

David Speigel, Esq.
Office of the General Counsel
Federal Election Commission
1325 K Stteet, N.W.
Washington, D. C. 20463

RE: Your Reference Number: MUR 254 (76)

Dear Mr. Speigel:

I am the attorney for James Cunningham who
was recently served with a subpoena by the Federal Election
Commission returnable in New Orleans on September 8, 1977
and thereafter adjourned by consent to September 15, 1977.
On September 9, 1977 1 was advised by Maurice McDermott, an
attorney for J. Ray McDermott, that in his discussions with
you, you had indicated that your office might accept a le~tter
from counsel in lieu of a physical appearance by Mr. Cunn-ing-
ham in the event that Mr. Cunningham intended to assert his
privilege against self-incrimination to all questions asked
of him concerning matters reflected in the subpoena.

In furtherance of my conversation with Mr.
McDermott and in anticipation that this letter will preclude
the necessity for Mr. Cunningham's personal appearance on
September 15, 1977, please be advised that if Mr. Cunningham
responded to said subpoena he would, upon the advice of
counsel, respectfully decline to answer any questions concern-
ing the various matters referred to in the subpoena served upon
him by the Federal Election Commission on August 19, 1977.

FODRMl aECTO VO Ci"S
DFF1J& ~A. py



MCGuIRE & LAWLER
0

Page -2-

I would greatly appreciate your communicating
with my office upon receipt of this letter either in writ-
ing or by telephone to advise me that Mr. Cunningham's
appearance is not required on September 15, 1977.

If you have any questions concerning the

above please communicate with me.

Thank you for your cooperation.

Very truly yours,

Robert ire

RJM/jmh

01I
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David Speigel, Esq.
Office of the General Counsel
Federal Election commission
1325 K Street, N.W.
Washington, D. C. 20463
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MARTIN, OBERMAIER UM~ALO
ATTORNEY S

1290 AVENUE f6THStER4S AMY 10:38
NEW YORK, N.Y. 10019

THOMAS FITZPATRICK 
TELEPHONE

JOHN S. MARTIN, JR. 
(212 489-1500

ROBERT G. MORVILLO 
CABLE: LITIGATOR, NEW YORK

OTTO G. OBERMAIER

August 30, 1977

William Oldaker
General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C.

Re: MUR 254(76)

Dear Mr. Oldaker:

This is to inform you that our firm represents

J. Ray McDermott & Co., Inc. in the above-referenced matter.

Kindly direct any correspondence concerning this

matter to my attention.

Very truly yoursj

Robert G. Morvillo

RGM:pg
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Wiliam Oldaker

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



( ("I FEDERAL. ELECTION COMMISSION

1 Q-5 K SIR1I IIN.W August 26, 1977

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Robert K. Richie
P. 0. Box 19 G
Covington, Louisiana

Re: MUtR 254 (76)

Dear Mr. Richie: a

In furtherance of its investigation in the above
referenced matter, the Commission has issued a subpoena
requiring your appearance for a deposition on September 8,
1977. (The subpoena is enclosed herewith.) Please note
that the subpoena also contains a request that you produce
certain documents at the time of your appearance.

Sincerely yours,

William C. Oldaker
Gener)1 Counsel ,

Char ies N. 'Steele
Associate General Counsel

Enclosure

FEDFQALt ELECTION V111ISSIfIN

OiF CE of GELNERAL COUNSEL
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UNITED S1TT\TES OF AERICA

FED" RAL ELECTIO-N CONAISS10'J

Subpoena to Appear for Deposition Upon Oral Examination and
to Produce Books, Records and other Relevant Documents.

TO: Robert K. Richie
P.O. Box 19 G3
Covington, LA

At the instance of the Federal Election %Commission

pursuant to §437d of Title 2 of the United States Code,

you are hereby subpoenaed to appear for deposition with

regard to possible illegal campoaign contributions from

funs o J.RayMcDermott, Inc. in connection with the

campaign of candidates for federal office; including but

Cnot limited to Congressman W. Henson Moore, Congress-man

David C. Treen and Senator Russell Long. Notice is

hereby given that the deposition is to be taken at Suite

1221, Mason Temple Building, 333 St. Charles Ave., i'ew

Orleans, Louisiana, 70130, on September 8, 1977, at

9:00 A.M. and at any and all adjournmcnts thereof.

You are hereby subpoenaed to aopear for this

deposition and, pursuant to 437d of Title' 2, United States

Code, to produce at the time of the deposition;

FEDERAI ELECTION~ CMM!ISTOM

OFFICIAL FILE COPY
CIIIE ur GENIRAL OJiNSEL
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A) All docum-ents and all tangible things including

but not limited to letters, memoranda, inter office

cormmunications, telephone logs, cancelled checks with

back uo data for any account held in the name of J. Ray

McDermott, Inc. or any of its subsidiaries or any account

under you control or the control of your wife, or records

of any bank checks which refer, relate or pertain in any

way to the transfer or contribution directly or indirectly

of funds of J. Ray *McDerm-ott,, Inc. and any of its subsidiaries

since December of 1971 to any candidate for federal office

or any such candidate's comriL-tee or any committee supporting

federal candidates.

B) All documents and all tangible things which refer,

relate or pertain in any way to any off book fund maintained

by J. Ray M*.cDermott, Inc. or any of its officers, since

December 1, 1971 from which any transfers or contributions

were mnade directly or indirectly to any candidate for federal

office or any such candidate's committee or any committee

supporting federal candidates.

C) All documnents and all tangible things including

but not liiited to all cancelled checks from accounts main-

tained in your name or the name of your wife or reacords of

1!Lf ,; J
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bank checks which refer, relate, or pertain to any contri-

butions made since December 1, 1971 by either you or you

and your wife from fynds under the ownership or control of

you or you and your wife to any candidate for federal

office or any such candidate's committee or any committee

supporting federal candidates.

WHEREAS, the Chairman of the Federal Election

Co.-,Lnission has hereunto set his hand at Washington, D.C.,

this /qZJ.day of aL44zl44, 1977.

THO%IAS E. IUAR1'RIS
CHAIRMAN

A TT S T

ttothe Comimission
V

FEDERAL r.1LrCTION ~r-MMISSION

OFFIaL HaLi OPY
WILEA Ui G~iEAL CUMS



FEDERAL. ELECTION COMMISSION
115KS IItII N.W.

WAS1IfNG IOND.C. 20403
August 26, 1977

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. James E. Cunningham
16 Tennison Place
New Orleans, Louisiana

Re: MUR 254 (76)

Dear Mr. Cunningham:

In furtherance of its investigation in the above
referenced matter, the Commission has issued a subpoena
requiring your appearance for a deposition on September 8,
1977. (The subpoena is enclosed herewith.) Please note
that the subpoena also contains a request that you produce
certain documents at the time of your appearance.

Sincerely yours,

William C. Oldaker
Gene~ L Counsel

bharles 11. Steele
Associate General Counsel

Enclosure

COM4MISSION
IE COPY
I COUNE~O~A' ~

~i;x~Q



UNITE'D STATE64:" OF AMERICA

FEDERAL ELECTION4 CONAMISSION

Subpoena to A??ear for Deposition Upon Oral Examination and
to Produce Books, Records and other Relevant Documents.

TO: Jamnes E. Cunningham
16 Tennison Place
New Orleans, LA

At the instance of the Federal Election Commission

pursuant to §437d of Title 2 of the United States Code,

you are hereby subpoenaed to appear for deposition with

regard to Possible illegal campaign contributions from

funds of J. Ray AcDermott, Inc. in connection with the

campaign of candidates for federal office; including but

not limited to Congressman W. Henson Moore, Congressman

David C. Treen and Senator Russell Long. Notice is

hereby given that the deposition is to be taken at Suite

1221, Mason Temple Building,. 333 St. Charles Ave., New

Orleans, Louisi-Lana, 70130, on September 8, 1977, at

11:00 A.M. and at any and all adjournments thereof.

You are hereby subpoenaed to appear for this

deposition and, pursuant to §437d of Title 2, United States

Code, to produce at the time of the deposition;

OEM PQ.;V Ici '"MJSSPN
OEFiJAL fLE COPY

D~INCL Of' 31[~[L COUNSEL
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A) All documents and all tangible things including

but not limaited to le!tters, memoranda, inter office

communications, telephone logs, cancelled checks with back

up data for any account held in the name of J. Ray 4AcDermott,

Inc. or any of its subsidiaries or any account under your

control or the control of your wife, or records of any

bank checks which refer, relate or pertain in any way to

the transfer or contribution directly or indirectly of

funds of J. Ray 'McDermnott, Inc. and any of its subsidiaries

since Decemnber of 1971 to any candidate for federal office

or any such candidate's cormmittee or any committee suoporting

federal candidates.

B) All documents and all tangible things which refer,

relate or pertain in any way to any off book fund maintained

by J. Ray AcDermott, Inc. or any of its officers, since

Decemnber 1, 1971 fromn which any transfers or contributions

were made directly or indirectly to any candidate for federal

office or any suc-h candidate's Comimittee or any comm-ittee

supporting federal candidates.

C) All docaments and all tangible things including

but not limited to all cancelled checks from accounts maintained

in your name or the name of your wife or records of bank



-3-

checks which refer, relate, or pertain to any contributions

made since December 1, 1971 by either your or you and your

wife from funds under the ownership or control of your or

you and your wife to any candidate for federal office or

any such candidate's committee or any committee supporting

federal candidates.

WHEREAS, the Chairman of the Federal Election

Commission has hereunto set his hand at Washington, D.C.,

this /?Zvday of a,4 1977.

THOMAS E. HARRIS
CHAIMAN

ATTEST:

Secret y to the Commuission

FEDERAL ELECTIIK COMMISSION

OFFICIAL FILE COPY
OFFICE Of GENERAL COUNSEL



FEDERAL ELECTION COMMISSION
1I2 K SIR11T N.W.

4WAY IINC1ION, 11C. 204bi August 26, 1977

CERTIFIED IMAIL
RETURN RECEIPT REQUESTED

Mr. H. W. Bailey
162 East Oakridge Park
Metairie, Louisiana

Re: MUR 254 (76)

Dear Mr. Bailey:

In furtherance of its investigation in the above
referenced matter, the Commission has issued a subpoena
requiring your appearance for a deposition September 8,
1977. (The subpoena is enclosed herewith.) Please note
that the subpoena also contains a request that you produce
certain documents at the time of your appearance.

Sincerely yours,

William C. Oldaker
Genera]. Counsel

,f ,e

C a ( 6N. Steele
Associate General Counsel

Enclosure

FF~RM f EILE COPYIS"

QhC~~i~L Lin-laA ZL;
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Add-yawaddmn si. '~wN TO" Wm as

S1. The following service is requested (check one).
* [,Show to whom and date delivered......... 154

Show to whom, date, & address of delivery.. 33$

0 I RESTRICTED DELIVERY.
I Show to whom and date delivered ......... 650

5RESTRICTED DELIVERY.
Show to whom, date, and address of delivery 65#

2. ARTILE ADDRESSED TO.

:REGISTERED NO. CETFE .b INSURED NO.

(Akm"p *6mn siguufmar of adiwemesm or ago*
1 have received the article described above.

SSlaIGntR Address ? Authorized agent

S6. UNABLE TO DELIVER BECAUSE- CLEMM!s

FEDERAL ELECTION Col.191SS1OM
OFFICIAL FILE COPY
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UNITED STATES OF AMERICA

FEDERAL ELECTION COMMISI ON

Subpoena to Appear for Deposition Upon Oral Examination and
to Produce Books, Records and other Relevant Documents.

TO: H. W. Bailey
162 East Oakridge Park
M'etairie, Louisiana

At the instance of the Federal Election Comm~nission

pursuant to 437d of fitle 2 of the United States Code,

you are hereby subpoenaed to appear for deposition with

regard to possible illegal campaign contributions from

- funds of J. Ray McDermTott,, Inc. in connection with the

campaign of candidates for federal office; including but

not limited to Congressman W. Henson M7oore, Congressman

David C. Treen and Senator Russell Long. Notice is

hereby given that the deposition is to be taken at Suite

1221, :l.ason Temple Building, 333 St. Charles Ave., New

Orleans, Louisiana, 70130, on September 8, 1977, at

1:00 P-11. ,and at any and all adjournments thereof.

You are hereby subpoenaed to appear for this

deposition and, n.urqiwant to §437d of T itl1e 2, U nit ..e d S tte s

Code, the produce at the time of deposition;

FEDERAL ELECTION COMMISSION

OFICAL ILE COPY
OFFICE OF GENERAL COUNSEL
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A) All documents and all tangible things including

but not limited to letters, memoranda, inter office

communications, telephone logs, cancelled checks with back

up data for any account held in the name of J. Ray -McDermott,

Inc. or any of its subsidiaries or any account under your

control or the control of your wife, or records of any

bank checks which refer, relate or pertain in any way to

the transfer or contribution directly or indirectly of

funds of J. Ray McDermott, Inc. and any of its subsidiaries

since December of 1971 to any candidate for federal office

or any such candidate's committee or any committee supporting

federal candidates.

B) All documents and all tangible things which refer,

relate or pertain in any way to any off book fund maintained

by J. Ray AcDermott,, Inc. or any of its officers, since

December 1, 1971 from which any transfers or contributions

were made directly or indirectly to any candidate for federal

office or any suc.1L candidate's co.mmittee or any commaittee

supporting federal candidates.

C) All documents and all tangible things including

but not limited to all cancelled checks from accounts main-

tained in your na~nc or the na-,e of your wife or records of

F-~
'f

al
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bank checks which refer, relate, or pertain to any contri-

butions made since December 1, 1971 by either you or you

and your wife from funds under the ownership or control of

you or you and your wife to any candidate for federal office

or any such candidatcs committee or any commeiittee supporting

federal candidates.

WHEREAS, the Chairman of the Federal Election

Coicumission 'has hereunto set his hand at W.'ashington, D.C.,

this /~ d a y of~ 6AeeC.C., 19 77.

THOMA."S E. HARRZIS

ATTEIST:

FEDERAL I1FTION MMISSIOH
OFFICIAl hrlE CITY

OFFICE Of GiEtLAL "1611~E



FEDRALELICTION COMMISSION1IIXI: K S I RII I N.W
4WASFININ)NC. 20463 August 26, 1977

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. John D. Dupy
P. 0. Box 60035
New Orleans, Louisiana

Re: MUR 254 (76)

Dear Mr. Dupy:

In furtherance of its investigation in the above
referenced matter,*the Commission has issued a subpoena
requiring your appearance for a deposition on September 8,
1977. (The subpoena is enclosed herewith.) Please note
that the subpoena also contains a request that you produce
certain documents at the time of your appearance.

Sincerely yours,

William C. Oldaker
Genera. Counsel

Charles N. teele
Associate General Counsel

Enclosure

FEDERAL ELECTION CSHMISSIII
OFFICIAL RIE COPY

OfFICE yr' bLNAL COUNSEL
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UNITED STATES OF AMERICA

FEDERAL ELECTION COMMISSION

Subpoena to Appear for Depositon Upon Oral Examination and
to Produce Books, Records and other Relevant Documents

TO: John D. Dupy
P.O. Box 60035
New Orleans, LA 7016

At the instance of the Federal Election Commission

pursuant to 437d of Title 2 of the United States Code,

you are hereby subpoenaed to appear for deposition with

regard to possible illegal campaign contributions from

funds of J. Ray McDermott, Inc. in connection with the

campaign of candidates for federal office; including but

not limited to Congressman W. Henson M4oore, Congressman

David C. Treen and Senator Russell Long. Notice is

hereby given that the depositon is to be taken at Suite

1221, Mason Temple Building, 333 St. Charles Ave., New

Orleans, Louisiana, 70130, on September 8, 1977, at

3:00 P.Mr~. and at any and all adjournmcnts thereof.

You are hereby subpoenaed to appear for this

deposition and, pursuant to 437d of Title 2, United States

Code, to produce at the time of the depositon;

FEDERAL E'ECJIom COMMISSION

OffW!AfL Fill 'COPY
OFFICE GF GE11rill C-11IJSE
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A) All documents and all tangible things including

but not limited to letters, memoranda, inter office

communications, telephone logs, cancelled checks with back

up data for any account held in the name of J. Ray McDermott,

Inc. or any of its subsidiaries or any account under your

control or the control of your wife, or records of any

bank checks which refer, relate or pertain in any way to

the transfer or contribution directly or indirectly of

funds of J. Ray McDermott, Inc. and any of its subsidiaries

since December of 1971 to any candidate for federal office

or any such candiaae's committee or any committee supporting

federal candidates.

B) All documents and all tangible things which refer,

relate or pertain in any way to any off book fund maintained

by J. Ray McDermott, Inc. or any of its officers, since

December 1, 1971 from which any transfers or contributions

were made directly or indirectly to any candidate for federal

office or any such candidate's committee or any committee

supporting federal candidates.

C) All documcnts and all tangible things including

but not limited to all cancelled checks from accounts maintained

in your name or the name of your wife or records of bank

FEDERAL ELECTION COMMISSION

OFFICIAL FILE COPY
OffICE Of GENERAL COUNSEL
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checks which refer, relate, or pertain to any contributions

made since December 1, 1971 by either you or you and your

wife from funds under the ownership or control of you or

you and your wife to any candidate for federal office or

any such candidate's committee or any committee supporting

federal candidates.

WHEREAS, the Chairman of the Federal Election

Commission has hereunto set his hand at Washington, D.C.,

this /day of -a' ,- 1977.

THOMAS E. HARRIS
CHA I R!AN

ATTEST:

Secret tothe Commission

FIE(P41 [I 6ftI10N CDMMSSIn
OFFiip4 IL fit

D?~IL ~(~hv~A LCPL

- i 6;L -J-T -_.



FEDERAL ELECi ION COMMISSION

1) 5 K S IK[LL I ' % August 24, 1977

CERTIFIED A'.AIL
R.ETUELI RECEIPT REQUESTED

Charles L. Graves
1329 Octavia Street
New Orleans, LA

Re: M4UR 254 (76)

Dear IMr. Graves:

-. This is to inform you that with respect to the
Sabove-referenced matter the Comission has found reason-

able cause to believe that you have committed a violation
-of 2 U.S*-.C. §441b (formerly 18 U.S.C. §610).

Pursuant to 2 U.S.C. §437g(a) (5) the Commission shall
make every endeavor for a period of not less than 30 days
to Correct such violation and enter into a conciliation
aqgreement. If the Commission is unable to correct such
violat_-ion by such- informal methods i a fe ute
cetermination institute a civil action for relief.

Plese o~ ~.c usafer receipt of this notice.

Sincerely yours,

William C. Oldak
Gene2QCu

cc: Pau..l Grand, -E'a
Grand and Ostrowa d~~e'? Le ele
375 Park Avenue Associate General Counsel
New York, NY

fE 1~ EICrgON COAMIMI9NOFFIIALil E Cgp y
OF CENERLNus
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1 . The following service is requested (check ane).
QShow to whom and date delivered......... ISO

Shwto whom, date, & address of delivery.. MSf
0 RESTRICTED DELIVERY.

Show to whom and date delivered........6Sf
[]RESTRICTED DELIVERY.

Show to whom, date, and addres of delivery WS

~C rJ& 16, an 11. Lf9
23. ARTICLE DESCRIPTION:

REGISTERED NO. CETFENO ISUD"0
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FEDERAL ELECTION COMMISSION

1125 K S I REE ",W A ugus t 24, 1977

CERTIFIED 1MAIL
RE~TURN RECEIPT REQUESTED

Mr. R. Nelson Crews
3617 Inwood Drive
Houston, Texas

Re: MUR 254 (76)

Dear 11.r. Crews:

This is to inform you that with respect to the
above- ref erenc ed iiatter the C.omm-ission has found reason-
able cause to believe that you have committed a violation

Y~of 2 U.S.C. §441b (formerly 18 U.S.C. §610).

Pursuant to 2 U.S.C. §437g(a) (5) the Commission shall

_make every endeavor for a period of not less than 30 days
to correct such violation arnd eniter into a conciliation
agreament. If the Co-mmission is unable to correct such

volation by such infor-mal methods it may after a further
OE deterininatioi institute a civil action for relief.

Please contaCt _ us af ter rec-eipt of this notice.

Sincerely youIrs,

Wlilliami C. Oldaker
General Counsel

cc: Joseph Jaworski, Esq.
Bracewell and Patterson Charles N. Steele
2900 S-outh Tower Associate General Counsel
Penzoil Place

Houston, T"exas 77002

- ~ E~ECOMM SSION
f Dtp



1. The following merm. is requesed (dCekon)

0 Q Show to whom, date, & ad'u of delivery-. 33S

C] [RESTRUcTED DELIVERY.

Show to whm and date dlvrd 
5

Q RESTRICTED DELIVERY
Show to whoml, date, andadesofdlvrS5
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110*0
FEDERAL ELECTION COMMISSION
132 5 S1IRKI [I NAV

WA'SHINGTON[.)C. 204~ August 24, 1977

C,.'1IFIEJ MAIL
HERN.CJi RECEIPT REQUESTED

J. Ray M~cDermott Inc.
P.O..Box 60035
New Orleans, LA 70160

Re: MUR 254 (76)

Dear Sirs:

This is to inforin you that with respect to the
above-referenced matter the Com~mission has found reason-

__able cause to believe that the 2lIcDermott Corporation
has coamnitted a violation of 2 U.S.C. §441b (formerly

-~18 U.S.C. §610).

Cr Pursuant to 2 U.S.C. §437g(a) (5) the Commu-ission shall
,na:e every endeavor for a period of not less than 30 days
to correct such violation and enter into a conciliation
az;r-.er-,ent. If the Conmission is unable to correct such
-viclation by such-) informnal .n-thocls it- m,,ay after a further
de----.iination ilistitute a civil action for relief.

Please contact us after receipt of this no~ice.

N 
Sincerely yours,

William C. Oldake;
Gene Counse

Irle teele
Associate General Counsel

FEDERAL ELECTION COMMISSION

DFFIC~l FILE COPY
Ihra.LUr6LiLIAL COUNSEL
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0sbow t o m a date delvered ....... is$

-~. Sow to hom, date, a address of delivery.. 5
0 RESTRICTED DELIVERY.

Show to whom and date delivered ........ 63s
0 RESTRICTED DELIVERY.

ShOw to whom, date, and address of delivery &UE
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F EDE-RA. ELECTION COMMOISSION

K K L \ I N AV (f4 August 24,j 1977

CERPTFIED AIAIL
E-TURNq j,:r,,EprPRE2UESTED

Mr. Ernest B. Gravois
RFD 2 Box 515
Thebodaux, LA 70301

Re: 24UR 254 (76)

Dear ..r. Gravo's:

Thisiso 4nform you that with respect to the

abovre-referelCe"' -at-ter the Conmission has found reason-

able cause to believe that you have coairitted a violation

of 2 U.S.C. §4421b (formerly 18 U.S.C. §610).

Pursuant to 2 U.S.C. §437g(aO(5) the Cortunissiofl shall

mna'e every endeavTor Zfor a period of not less than 30 days

to correct sic'-, %:-c1-aion and enter into a conciliation
a rae.:en t. If the :=Lssion is unable to correct such

vction by cI n-onial methods it may after a furthe-r

deter.nination ~rsi~ea civil action for relief.

P lease c o:;2.O u:S afEter receint of this notice.

Sincerely yours,

William C. kr
General

~~'no E sq.ie

_":o Alor 7':e of the America
eq Yor ,-

EEPL ECII3N1 COMMISSION
O~i;ALFILE Copy

**4 O~ffficE Uf e. 2U~
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3 RESTRICTED DELIVERY.
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FEDERAL ELECTION COMMISSION

1325 K Street, N.W.

Washington, D.C. 20463 10 ft

a a 0 a

IN THE MATTER OF:

0

0 NO. MUR 254 (76)

J. RAY MCDERMOTT & CO. 0 ET AL

0 0 0 0 0 0 0 0 0 0 &

TESTIMONY OF
taken by the
commission h
of Dietrich
Suite 122 1 0
Avenue, New
on August 4,

B. GRAVOIS,
Election

the offices

Inc.,,
Charles
Louisiana,

ERNEST

Federal
erein at

& Bendix
333 st .
Orleans,

1977.

- - - 000- - -

RUN EtECTIax CgNMISSIp
OFFICIAL FILE Copy
DfflCl OF GIRRAL CGHS&k

Dietrieh & Bendix, Ine.
'gt& PtLu

333 ST. CHARLES AVENUE, SUITE 1221
NEW ORLEANS, LOUISIANA 70130 - 522-3111



a
APPEARANCES:

For the commission:

FEDERAL ELECTIC
1325 K Street,
Washington, D.

IN COMMISSION
N.W.
c. 20463

BY: DAVID R. SPIEGEL*
-and-

ANDREW A THY,

ESQ .

JR., ESQ.

For the Witness:

MESSRS. MARTIN, OBERMAIER
& MORVILLO

1290 Avenue of the Americas
New York, N.

BY: MAURICE

REPORTED BY:

Y. 10019

M. MCDERMOTT,

DAVID L. BENDIX

ESQ.

Certified Shorthand Reporter
state of Louisiana

DIETRCH & BENDIX, Inc. * Cnl'RT REPORTERS0NEORAS BTNROG

a

7
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0 NEW ORLEANS 0 BATON ROUGE



of 330

a
ERNEST B

camellia Drive,

01, testified

h hereinafter

I&
'W

GRAVOIS,

Thibodaux, Louisiana

as follows pursuant to the

administered:

EXAMINATION

BY MR. SPIEGEL:

Q Mr. Gravois,

hand, p

Do you swear

nothing

could you raise

lease.

to tell the who

but the truth?

1

your right

e truth and

A I do.

QThis is an investigation by the Federal

Election Commission folrkig a finding

of reason to believe, involving cer-

tain violations by the members and

officials of the McDermott corporation

my name is David Spiegel and I will be

doing the questioning, Mr. Gravois.

Do you have an attorney present?

A yes

MR. SPIEGEL:

could your attorney state his

MR. MCDERMOTT:

Maurice McDermott, of counsel

Obermaier & Morvillo, 12

name .

*Martin,

90

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS * BATON ROUGE

703

oa t
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A A
Avenue of the Americas, New

New York.

York,

BY MR. SPIEGEL:

QMr. Gravois, what position do you hold

with the McDermott company?

A on the advice of counsel, I respectfully

decline to answer any questions and

assert my Fifth Amendment privileges.

QThis assertion applies to your position

with the McDermott Corporation?

I'm not sure I understand the privileges.

MR. MCDERMOTT:

we're not going to litigate the

question of whether or not the

privilege applies. I think it

does.

BY MR. SPIEGEL:

Q What are the responsibilities of your

position?

A on the advice of counsel, I respectfu

decline to answer any questions

assert my Fifth Amendment privil

MR. SPIEGEL:

I think, in the interest of spee

if you do want to assert th

ily

and

eges.

at

DIETRICH & BENDIX, Inc. * COURT REPORTERS S NEW ORLEANS 0 BATON ROUGE

I:ph
C
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*
1qW 1W

privilege, perhaps you cou

use a shorthand, since it

pears that you will be inv

it on a number of question

and I will be asking you s

fic questions.

I think the record could reflec

you are invoking your Fift

Amendment privilege.

MR. MCDERMOTT:

All right.

BY MR. SPIEGEL:

Q Are you familiar with an individual

Charles L. Graves?

A on the advice of counsel, I respectf

decline to answer any questions

assert my Fifth Amendment privi

Q Could you describe your relationship

Mr. Graves?

A On the advice of counsel, I respectf

decline to answer any questions

assert my Fifth Amendment privi

MR. MCDERMOTT:

Well, in the future why don't w

say the same answer to the

named

u 1ly

and

leges.

to

ul1 ly

and

1le g es

e just

DIETRICH & BENDIX, Inc. * COCRT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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*

Among these records are contributions

that might have been made to

federal candidates.

Do you have any of these records with

you?

A Same answer.

MR. MCDERMOTT:

May I interject this

calls for certa

which are not w

of the witness,

documents, and

poena is defect

gard.

With regard to perso

called for in t'

Gravois will as

tutional privil

:The subpoena

in documents

ithin the control

certain company

I think the sub-

ive in that re-

n a

he s

s e rt

ege .

documents

ubpoena, Mr.

his consti-

BY MR. SPIEGEL:

Q Mr. Gravois, do you have copies of any of

the company documents that we have

requested?

A same answer.

Q Turning to my questions about the conver-

sation with Mr. Graves in October of

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS * BATON ROUGE

C-

W,



a in
1974, did Mr. Graves, in his conver-

sation, instruct you to purchase

six, $100 tickets to a dinner for

Mr. Long?

same answer.

Were you aware that any moneys that were

mentioned in connection with this

conversation involved company moneys

of the McDermott Corporation?

same answer.

Did you or any other individuals purchase

tickets after this conversation with

Mr. Graves?

same answer.

Did you attend that dinner?

same answer.

On or about march, '75, did you have

occasion to speak to Mr. Graves re-

garding a contribution to the campai

of David Treen to help make up the

deficit in that campaign?

same answer,

Did Mr. Graves in connection with that

conversation give you $1,200 of

money?

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEWOCRLEANS * BATON ROUGE
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MR. SPIEGEL:

Let the record re

June Of 1962

is

f lect that these

cover a period

to December of

BY MR. SP

Q Were

IEGEL:

you awa

f und ma

re Of the existence of

intained by Mr. Wilson

connection

same answer.

Are you or were

main tained

used to mak

dates for

Same answer.

Do you know whet

main tained

there were,

to candidat

office made

Same answer.

Are you aware Of:

with these transactions?

you aware of any fund

by Mr. Graves that was

e contributions to candi

ederal political office-.

her, as

by Mr.

in f ac

es for

out of

suming the fund

Graves existed,

t. contributions

federal political

it ?

whether McDermott

rate moneys were used

maintained by Mr. Gra

Same answer.

Are you now the subject of

in this

yes ?

c orpo-

f und

any federal

DIETRICH & BENDIX, Inc. * (OL.RT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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1 grand jury investigations?

2 A same answer.

3 Q Have you ever test if ied before any federal

4 grand juries in connection with vio-

5 lations of federal election campaign

6 laws?

7 A same answer.

8 Q Do you anticipate at any time testifying

9 before any federal grand juries in

10 connection with violations of federal

11 election campaign laws?

12 A same answer.

13 Q Have you ever been offered immunity in

14 connection with testifying as to

15 violations of statutes involving

0%16 federal election campaign financing?

17 A same answer.

18 Q Are you familiar with the statutory pro-

19 visions of 2 Usc, Section 4411 which

20 deals with prohibition on contribu-

21 tions by corporations to federal

22 election campaigns?

23 A same answer.

24 Have you ever been offered immunity in

25 connection with testifying on this

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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A Same

MR.

statute?

answer.

SPIEGEL:

I have no further

Andy, do you have

to ask?

EXA MINATI 0

w
15

questions.

anything you want

N

BY MR. ATHY:

QMr. Gravois. did you ever make a contri-

bution to a federal candidate in the

name of another?

A Same answer.

MR. SPIEGEL:

okay. We have no further questions.

(Discussion held off the record.)

MR. SPIEGEL:

Mr. Gravois, do you wish to sign

a witnessa'certif icate, certify-

ing the accuracy of the state-

ments in this testimony?

MR. MCDERMOTT:

Well, in that regard, why don't you

send Mr. Gravois the original

and send Martin, Obermaier &

Morvillo a copy and we'll look

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS & BATON ROUGE
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over a copy and dec

time whether or not

--- 000---

WITNESS'S CERTIFICATE

I have read the above and for

mony given by me, and the same is

correct subject to the attached co

if any.

ide

to

16

at that

s ign it.

egoing testi-

true and

rrections,

ERNEST B. GRAVOIS

--- 000---

C E RT I FIC ATE

I, David L. Bendix, a Certified Shorthand

Reporter, State of Louisiana, do hereby certify

that the foregoing transcript is true and cor-

rect, as reported by me and reduced to type-

writing under my personal supervision.

wr~< Q
DAVID L. BENDIX
Certified Shorthand

Reporter
State of Louisiana

--- 000---
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)

J. Ray McDermott and Co. Ic
and

Charles F. Graves

MUR 254 (76)

CERTI FICATION

I. Marjorie W. Emmnons, Secretary to the Federal Election

Commission, do hereby certify that on August 18, 1977, the

Conmnission determined by a vote of 6-0 to find Reasonable Cause

to Believe that the McDermott Corporation and Charles L. Graves,

Nelson R. Crews, and Ernest B. Gravois, as officers of that

Company, have violated 2 U.S.C. section 441b in the above-captioned

matter.

UMarjorie W. Emmons
Secretary to the Commission

FEERL ELECTION IMWSSISN

OFFICAL EIL COPY
INE If WERA COwis
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FEDERAL ELECTION COMMISSION
1325 K S IRt E N.W
WASHING TON.D.C. 20461~

AEMORADU'.1 TO: rThe Couuiission //
FlROil& William C. Oldak

RL: MUR 254 (76)

In a General Counsel's Report, which has been placed
on the Coimmission agenda for August 18, 1977, the Office
of G'eneral Counsel has recommended a finding of reason-
able cause to believe that the McDermott Corporation,
Charles L. Graves, Ernest B. G.3ravois and R. Nelson Crews
have violated 2 U.S.C. §441b. The attached subpoenas
seek depositions of persons who appear to have further
inforratation that is relevant to the allegations in this
AUR.

i'he tiimin4 of this request is necessitated by the
fac-C: that a nuicLiber of the transact:-ions in th:*is matter
a?pear to have occurred between September and iove~mber
'974. Thus, because the three year statute of limitations
in 2 U.S.C. 3455 will soon run, a rapid conclusion of
all tChe Coxirission's fact finding ?rocesses is necessary.

tFIEb CE~~9A

4
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BEFORE THE FEDERAL ELECTION COMM4ISSION

In the Matter of)
MUR 254 (76)

J. Ray McDermott Co. Inc., )
et al.

The undersigned Commissioners authorize in connection

the above matter the issuance of subpoenas to compel the

attendence and testimony of the below named witnesses at

the time and place designated in said subpoenas.

Robert K. Richie
P.O. Box 19 G
Covington, LA

H. W. Bailey
162 East Oakridcae Park
Metairie, LA

CHAIRMAN

DATE: _ _ _ _ _ _ _ _ _

NEIL STKEBLER
COWUMSSIONER)

DATE: i( h i

COMMI SSIlONER

DATE: '1/7

James E. Cunningham
16 Tennison Place
New Orleans, LA

John D. Dupy
P.O. Box 60035
New Orleans, LA 7016

JOAN AIKENS
VICE CHAIRMAN

DATE:

ROBERT 0. TIERNAN
COMMISSITONER

DATE:

VERNON W. THOMSON
COMMI SSIlONER

DATE: QfI

FEOERAL ELECTIGN CC!!.tS1
OFCIA fILEWP
off ICE Of SEMACUKL
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on NOR 254,disti

on the Complianc

of August 18, 19

Thank you.

ust)~~%977

M~arjorie -

NOR 254

the. ottodhs4 Oe- eam -ope' V, d

ibuted, to the Cc1s on and placed

to Agenda for the Cmis ion meeting
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BEFORE THE FEDERAL ELECTION COMMISSIOA

In the Matter of)
MUR 254 (76)

J. Ray McDermott and Co. Inc.)
and

Charles F. Graves)

GENERAL COUNSEL'S REPORT

I. Summary of Prior Proceedings

This matter was initiated internally on the basis of

information supplied to the Federal Election Commission

on September 30, 1976 by Daniel K. Mayers, attorney for

Charles Graves, President and Chairman of the Board of

J. Ray McDermott and Company. The information consisted

of records of depositions and other statements supplied

by Mr. 31raves and other McDermott officials to investi-

gators of the Securities Exchange Commission. :4r. layers

indicated that since 1972 Mr. Graves had made $4,900 in

political contributions to federal candidates from cor-oorate

funds, thereby violating 2 U.S.C. §441b(a). His informa-

tion also imolicated certain other -McDerimott executives --

in particular Nelson Crews and Charles Gravois.

On December 20, 1976 the General Counsel's Officer

having reviewed the Aayers' submissions and information
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obtained from SEC regarding its then pending investigation

of the :4cDermott Company, recommended that l4ayers'

proposal to conciliate be rejected because the facts on

which it was based were not sufficiently developed. The

Office of General Counsel also recommended a finding of

reason to believe that a violation of 2 U.S.C. S44lb had

been comnmitted by Mlr. Gqraves and certain other individuals

associated with him and that the Comm-ission initiate its

own investigation.

On December 22, 1976, the Commission voted to postpone

any determination until a Special Counsel had completed

its investigation on behalf of the SEC. A report

su-naarizing the results of this investigation was completed

on April 12, 1977 and thereafter transmitted to the Office

of %General Counsel.

on Jane 30, 1977, following a further analysis by the

O.-ffice of G.2eneral Counsel, the Commission found reason to

believe that violations of 2 U.S.C. §441(b) (a) had been

committed by J. Ray AcDermott and company Inc., Charles L.

Graves, Aelson Crews and Ernest B. G,3ravois and authorized

that subpoenas be served on G-raves, Crews, and ;Gravois for

the purpose of taking their testimony with respect to the

matters alleged.
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Based on the available evidence the staff is

recommending a finding of reasonable cause to believe that

a violation was committed by the above named individuals.

II. Summary of Pertinent Evidence

A. Documentary Evidence

The pertinent evidence consists of copies of

depositions taken by the staff of the SEC and supplemental

statements supplied by each of the deponents. It also

consists, as noted, of the Report prepared by Special Counsel

f or the SEC. Descriptions of this information have been

Cl set forth in prior reports of the office of General Counsel.

What follows herewith is a brief summary:

The affidavit of Charles Graves to the SEC and the

Report of Special C1ounsel describe $4,800 in contributions

from corporate funds which were made by G3raves through

various company employees. These were taken from a secret

fund estimated by Graves to be $6,000 which fund was passed

to G~raves by the secretary to his predecessor, Roger Wilson,

at the time of Wilson's death. Graves reconstructs the

following disbursements of cash from the fund.

"In Septemiber of 1972, 1 gave $1,000 in cash to
John D. Dupy, who was then the company Treasurer,
who at my request had contributed an identical
amount to the 1972 Victory Dinner Committee. In

FEDERAL EL[I~FUN (TT11M~eN
OFFICIAL LL LsPY

OfF~ICE Of CENERM. COUSEL
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in corporate monies from a foreign subsidiary of M4cDermott

However, he contends that this money was never spent.-t/

A review of the reports of recipient committees in

Louisiana shows that $9,400 in contributions were received

by candidates from employees of McDermott. This is $4,600

in excess of the amount Graves admits transferring through

employees.

It also appears from the SEC materials that McDermott

__Company has had a history of maintaining secret cash funds.

These consisted of transfers from foreign subsidiaries and

involved eleven diversions of corporate monies totalling

$300,090. (A list of the transfers is found in Exhibit 1"3"

of the Spe.cial Counsel's Report.) The transfers were,

according to the SE-%'- complaint,"created, directly supervised,

collected and dispensed [sic] by . . . Wilson from 1962 until

about the time of his death in 1972." The last transfer

to this fund, $50,000, passed through Graves on or about

Decemnber 10, 1971. G-raves maintains that all of this money

was given to Wilson (3%raves Deposition, 13,20; Special Counsel's

RepDort, p.15).

l/ In October, 1976 Graves turned over $13,200 in cash to
the Audit Co.numittee which was preparing the Special Report.
This, he asserted was the unused portion of the monies he
had been ;naintaining secretly. The $13,200 allegedly contained
the Lnspent $12,090 in Imonies from foreign subsidiaries
referred to above. FD~~;~i

OFFI LLOF C F u LRAL CUNSEL
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B. %Cominission Depositions

Charles Graves, Ernest G"Xravois, and Aelson Crews

were deposed by the Off ice of %General Counsel on August 3

and 4, 1977. Citing their Fifth Amendment privilege

against self-incrimnination, all three witnesses refused

to answer questions regarding their duties with :cDermott

or the su.bject matter of the Commission's investigation.

Graves and Crews refused to confirm or deny information

contained in their ?rior statements to the SEC"-, and

informnation contained in the report prepared by Special

Couinsel (G3ravois did not testify before the SEC%'; however,

all three witnesses appear to have given information to

the Special Coansel). Finally, again citing the Fifth

Amendment, all their witnesses refused to produce personal

records requested in the Co--nrission's subpoenas. Both

'Graves and Crews indicated in their depositions that they

were subjeCts of a federal grand jury investigation in

Louisiana.

III. Analysis

Notwithstanding the refusal of %Graves, G3ravois, and

Crews to res'.ond to the Cominission's investigative in-

quiries, we are of the view that the documentary record

FEDERAL ELECTIGH COMMISSION

OFFICIAL FILE COPY
_________________________________ ffILE 6F ~IC-1 AM. % ~UdSEL
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August 1974, I gave approximately $1,000 cash to
Nelson Crews, instructing him to arrange for an
identical amount to be given from Company employees
to the campaign of Henson Moore, a Congressional
candidate from Baton Rouge. In October 1974, I
gave $600 cash to Mr. E.B. Gravois, a company
employee, to purchase six tickets for a dinner
honoring Senator Long of Louisiana. In March 1975,
I gave Ar. Gravois $1,200 cash and asked him to
arrange for contributions totalling that amount
to be made by company employees to David Treen, a
Congressman from Louisiana, to help make up a
campaign deficit. The above constitutes my best
present recollection of any and all withdrawals
made by me . These withdrawls total approxi-
inately $4,300. Accordingly, I now believe that the
envelope that I received in 1972 must have contained
approximately $6,000. (Affidavit, pp. 3-4).

__ The affidavit in which these statements were made

amended earlier testimony to the SEC in which G3raves stated

that the monies -Afrom Wilson were $51,500 (rather than $6,000)

and left the impression that no M1cDermott corporate funds

had been used for federal political contributions (Deposition,

40-42). The affidavit was prompted by contradictory state-

ments of A~elson Crews, a former McDermott executive, who

admitted receiving approximately $2,000 in cash from

Graves for distribution to Henson Moore (Crews Statement,p.2).

The Crews statement "jogged" Graves' memory and caused him

to do "further checking, both of my own files and records

and in conversations with other company employees" (Affidavit,

P. 2). GJraves also concedes that in 1974 he received $12,000

FEO(AI L~r~;, OMPISSION
OFFICIAL UL IE cop y
OFFICE OF GENERAL COUNS1,
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compiled by the SEC, establishes reasonable cause to

believe that all three witnesses and the !McDermott

Corporation havre violated 2 U.S.C. §441b.

The sworn statement of Charles Graves indicates that

he personally directed that $4,800 of '4cDermott corporate

funds, maintained by him in a secret fund, be distributed

to various federal candidates.Y2 The distributions, according

to the affidavit, were handled by Nelson Crews and Ernest

IGravo is.

Although G'ravois has made no comment on this informa-

_tion, an earlier statement by Crews confirms his role. In

addition, reports on file with the Commission confirm that

contributions were made by M4cDermott employees on or about

the dates cited by Graves. Although Crews and Gravois might

argue that they were unaware of the source of the monies

distributed to then by G3raves, the factual circumstances

2/ Jne thousand dollars ($1,000) of this money was
allegedly given with respect to a Victory Dinner held for
RiChard Aixon in 1972. Thus prosecution would be barred
by thiree year statute of limitations set forth in 2 U.S.C.
§455.

It also should be noted, as stated in the Report of Special
Counsel, p. 21, there is no evidence that any of the candidates
other than David Treen who received the monies were aware
of their source. Representative Treen, upon learning of the
source, immediately returned the monies.

FE).~
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involved in the transfers, as well as Crews' admitted

awareness of prior secret transfers of corporate monies

during Roger 14qilson's tenure as President of McDermott,

weigh against this argument. With respect to Graves and

the McDermott Corporation itself, there appears to be

little doubt that a violation has occurred with respect

to at least $4,800.

Although the evidence raises an inference that

additional _McDermott corporate monies (other than the

$4,800 admitted by Graves) may also have been contributed

to federal candidates, it appears to us, in view of the

lack of cooperation of the ?rimary witnesses and the fact

that the statute of limitation will run shortly with respect

to 1974 violations admitted by Graves, that a reason-

able cause to believe finding should be made on the

admissions in the present record. Staff proposes to

continue its investigation of additional violations during

the conciliation process and, if necessary, in the context

of civil litigation.

IV. Recommendation

Find reasonable cause to believe that the McDermott

Corporation and Charles L. Graves, Nelson R. Crews, and

FEDERAL ELECION COMmISSIgN
OFFWIAI. fill copy

.ji LI WUAL COUNSEL
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Ernest B. G,4ravois, as officers of that Company, have violated

2 U.S.C. S441b. Send attached letters.

WILLIKX C. OLDAKER
GEA4ERAL COUNSEL

'r we0
DATE



FEDERAL ELECTION COMMISSION
WASHING; [ON,D.C. 20463

CERTIFIED 14AIL
RE~TURN RECEIPT REQUESTED

Mr. R. Nelson Crews
3617 Inwood Drive
Houston, Texas

Re: MUR 254 (76)

Dear Mr. Crews:

This is to inform you that with respect to the
above-referenced matter the Commission has found reason-
able cause to believe that you have committed a violation
of 2 u.S.C. §441b (formerly 18 U.S.C. §610).

Pursuant to 2 U.S.C. §437g(a) (5) the Commission shall
make every endeavor for a period of not less than 30 days
to correct such violation and enter into a conciliation
agreement. If the Comission is unable to correct such
violation by such informal methods it maay after a further
determination inst.itute a civil action for relief.

Please correct us after receipt of this notice.

C" Sincerely yours,

Williani C. Oldaker
General Counsel

cc: Joseph Jaworski, Esq.
Bracewell and Patterson
2900 South Tower
Penzoil Place

Houston, :'lexas 77002

FEDERAL ELECTION COMMISSION

OFFICIAL FILE COPY



FEDERAL ELECTION COMMISSION
132~5 K S I RIA. NN
WASHINGC1ON,[)C. 20461

CERTIFIED MvAIL
REruR'M EEP REQUESTED

J. Ray M~cDermnott Inc.
P.O. Box 60035
New Orleans, LA 70160

Re: 1M1UR 254 (76)

Dear Sirs:

This is to informn you that with respect to the
above-referenced matter the Commission has found reason-
able cause to believe that the 'cDermott Corporation
has comamitted a violation of 2 U.S.C. §441b (formerly
18 U.s.c,-. §610).

Pursuant to 2 U.S.C. §437g(a) (5) the Coimmnission shall
make every endeavor for a period of not less than 30 days
to -orrect such violation and enter into a conciliation
agreemzent[_. If the Co: Lmission is uanable to correct such
violat.--ion by such-n informal methods it may after a further
de ter-minat ion instI'itute a civil action for relief.

Please corr-ect us after receipt of this nodCce.

Sincerely yours,

William C. Oldaker
General Counsel

FEDERL LE~V U

OFFICIAL UI LE I%
URECE uri bLtLML-LuUh'0t1
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FEDERAL ELECTION COMMISSION
1325 K SIREEI N.W
WASHING TONJP ( 20J463

CERTIFIED :IAIL
RETURN RECEIPT RE2UESTED

Mr. Ernest B. Gravois
RFD 2 Box 515
Thebodaux, LA 70301

Re: i1UR 254 (76)

Dear Mr. Gravois:

This is to inform you that with respect to the
above-referenced matter the Commission has found reason-
able cause to believe that you have committed a violation
of 2 U.s.C. §441b (formerly 18 U.S.C. §610).

Pursuant to 2 U.S.C. S437g(aO(_5) the Commission shall
make every endeavor for a period of not less than 30 days
to correct such violation and enter into a conciliation
aareenent. If the Commission is unable to correct such
violation by such infor-mal methods it may after a further
ceteniiriation institute a civil action for relief.

Please correct us after receipt of this notice.

Sincerely yours,

William C. Oldaker
General Counsel

cc: Robert ;41orvillo, Esq.
.-artin, Oberm aier
and Aorvillo
1290 -Avenue of the America
New York, NY

FEERAL EI i,~ ~ SW

OFFICE Of 6EIIERL COUNSEL



CLENAENING REPORTING 9RVICE /'
900 STATE NATIONAL BUILDING 9 HOUSTON, TEXAS 77002 *(713) 224-4141

August 9, 1977

CERTIFIED MAIL
RETURN RECEIPT PEQUES TED

Mr. David Spiegel
arnd Mr. A\ndrew Athy-, Jr.

Federal Election Commission
1325 1' Sctreet, NW
Washinriton, D.C. 20463

7';''? :~ ~

Re: IMUP 254(76) ,UNITED "ITATEF OF AMERICA, FEDERAL ELECTION
COIMISSION - IN RE: J. Ray McDermrott,, et al

nentlemen:

Enclosed herewith is the original transcript of the
Dpostion of Robert Nelson Crews taken in the above styled
cause. Mr. Crews read and signed his deposition making no
chancqes.

If -e may, he of any further
to let us know.

assistance please do not hesitate
Thank you.

Very truly,

eC71 "'Ann Antone

PAA': ch
enclosure as noted
cc: Mr. John FT. PBuck

F E D E R A L EL EC T 1 N , , ( C P ,1' !

UFFICE OF 91-VERAL CZ1,)ZL
* CHARLEN.E POECKER

LAL EY .SH IRLEY SMALL
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UNITED STATES OF AMERICA

FEDERAL ELECTION

IN RE: J. Ray McDermott,,

COMMISSION

MUR 254(76)
3

4

5

6

7

8

9

10

11

12

13

1~4 Washington, D.C. 20463

COUNSEL FOR R. NELSON CREWS:

Bracewell & Patterson
2900 South Tower Pennzoil Place
Houston, Texas 77002
By Mr. John H. Buck

"A4curze Transcrot Promntlv Delivered"

Pagei

A P P E A R A N C E S:

COUNSEL FOR FEDERAL ELECTION COMMISSION:

David Spiegel
and

Andrew Athy, Jr.
Federal Election Commission
1325 K Street, N.W.
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1 DEPOSITION OF ROBERT NELSON CREWS, taken before

2 Pegqy Ann Antone, a Notary Public in and for Harris

3County, Texas, at the offices of Clendeninq

14 Reporting Service, Inc., 900 State National Buildina,

5Houston, Harris County,, Texas, commencing~ at 1:20

X 6 P.M., Auqust 4, 1977, at which time the following

0 7 proceedings eehd

0

z

5 10 orig~inal deposition will be retained in the offices

11of Clendening Reporting Service, 900 State National
0 I

S1 Buil1linoT, Houston, Harris County, Texas, pendina

-. ~ 13 sionature of the witness, after which the depositionl

iwill be filed with the Federal Election Commission.

15'
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25

"4rcurate Transcript Prommi pDvIelirered"
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"Accu~rate Transcript Prompthv Delivered"
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24J

25

(!71

Page 4

Constiuto.

Q I am not sure that I fully appreciate how the

Fifth applies to that question. It appears

that that question is a fairly innocuous

question.

MR. BUCK: Well, as I explained to

you yesterday, Mr. Spiegel, in view of

Mr. Crews' current arrangements, he is

simply not at liberty to qive you

testimony respecting McDermott or

McDermott-related matters and must assert

his privilege in connection therewith.

MR. SPIEGEL: All right. Is

Mr. Crews currently the subject of a

Grand Jury investigation?

MR. BUCK: Are you addressing that

question to me?

Q (By Mr. Spiegel) Mr. Crews, are you currently

the subject of a Grand Jury investigation?

A Yes.

Q Is that a Federal Grand Jury investigation?

A Yes.

Q Could you state where that is being conducted?

A New Orleans, Louisiana.

QAnd does that investigation relate to matters



involving Federal election campaign laws?

A As far as I know, it does.

0 Have you testified in connection with tha

Grand Jury investigation?

A Okay. I want to read this again. Let he

read it?

t
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"A4ccurate Transcript Promptly Delivered"

Page 5

f%.

r

MR. BUCK: Mr. Spiegel, may we g~o

off the record?

MR. SPIEGEL: Let's go off the

record.

(Discussion off the record.)

Q (By Mr. Spiegel) What you have to do is

after each specific question, just say you

are invoking the Fifth Amendment privilege

and leave it at that. Mr. Crews, have you

been given an offer of immunity in connection

with this Grand Jury investigation?

A I'mn invoking the Fifth Amendment privilege.

Q Mr. Crews, have you ever been employed by the

McDermott Corporation?

A I'm invokina the Fifth Amendment privilege.

Q Have you ever known or been familiar with an

individual namned Charles Graves?
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_ ~ A In, invoking the Fifth Amendment privileae.

S 2 Q Could you describe your relationship with
C4

_ 3 Mr. Graves?

j4  A I'm invoking the Fifth Amendment privilege.

5 Q Did you, in Auqust of 1974, have occasion to

6 speak with Mr. Graves regarding the making

z of contributions to candidates for Federal0 7

0 political office?8

A I'm invoking the Fifth Amendment privilege.

5 10Did Mr. Graves ever instruct ,,ou at this time- 1

11 to obtain personal checks from other employeesz 1
0
P ~ 12 1of the McDermott Corporation in order that

~ 13 these checks micaht be qiven to candidates

8 14for Federal political office?

15 A I'm invokina the Fifth Amendment privilege.

~ 6 0 Did 'er. 2raves furnish you with any money
16

?: 17with which to reimburse these employees?

18 A I'm- invokinc! the Fifth Amendment privileoe.

19 Were these monies corporate monies that
19

~ 2Y~r. 07raves may, have furnished to you?

A I'm invokinoy the Fifth Amendment privileqe.
21

Q In your knowledge, were any contributions made
22 1

23 at this time?

24Same answer. I'm invoking the Fifth Amendment

25 privilege.

-4ccurate Tranwcript Prom pt1v Delit ered'
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1Q Were any reimbursements made to you by the

2 person or persons who may have made these

_ 3 contributions?

4A I'm invoking the Fifth Amendment privilege.

* 5 0 Did you have occasion in October of 1974 to

S 6 discuss with Mr. Graves the making of

7 contributions to a candidate for Federal

8 political office?

9A I'm invoking the Fifth Amendment privilege.

3 10 Was that candidate's name Hensen Moore?

49 A I'm invoking the Fifth -

Tr 0

OC 12 MR. BUCK: That is not -- what
w

13 candidate, Mr. Spiegel?

140 (By Mr. Spiegel) The Federal candidate's name?

15A I 'm invoking the Fifth Amendment privilege.

q~16 Q Pursuant to this conversation, did Mr. Graves

17 ask you to obtain personal checks from

18 employees of the McDermott Corporation which

19 would then be turned over to Mr. Moore?

al A I'm invoking the Fifth Amendment privileqe.
CX 20

(3 21 0 Did Mr. Graves at that time furnish you with

22 any monies with which he instructed you to
LU

reimburse these employees if contributionsZ 23
~.. 2±4were made?

A I'm invoking the Fifth Amendment privilege.
25

"Accurate Transcript Promptly Delivered"
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iQ Did Mr. Graves give you any money at that time?

2 A I'm invoking the Fifth Amendment privilege.

3 0 Did he give you any money on the August, '74,

* occasion?

5 A I'm invoking the Fifth Amendment privilege.

S 6 Q Were these monies, in your knowledqe, corporate

7 monies?

8 A I'm invoking the Fifth Amendment privilege,

9 0 Were any contributions made in connection with

~ 10 this conversation?

A I'm invoking the Fifth Amendment privilege.

:i 12 Were any reimbursements made by you to persons
'U

4~13 who may have made contributions as a result

14 of this conversation?

C, 15 A I'm invoking the Fifth Amendment privilege.

, 16 0 Reg~arding this August, '74, discussion and

17t this October, '74, discussion, have you ever

18 testified before any other Federal agencies?

19A I'm invoking the Fifth Amendment privilege.

CX 20?

z 21 (Discussion off the record.)

Z 22

Q 23 (By Mr. Spiegel) Mr. Crews, I am going to show
LU
Q . you a copy of a statement that is entitled

25 "Correction to Transcript of interview of

1curate Transcript Prompth- Delivered"
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Robert Nelson Crews by Peter B. Clark and

2 Robert G. Ryan of the Securities and Exchange

3 Commission on July 13th, 1976, at fouston,

.4 Texas." This is a statement which refers to

5 the matters that we previously questioned you

6 about, also refers to some other matters. it

7 has a signature at the end, signed, the name

8 Nelson Crews, and then a sworn subscribed

9 before me underneath that with a Notary Public

.10 stamp. Is that signature at the end of this

11 document your signature?

S 121 A I'm invoking the Fifth Amendment privilege.
w

C 13 p Q Is this a document with which you are familiar?

S14 A I'm invoking the Fifth Amendment privilege.

15 Let's enter this document into the record as

S16 the Commission's Exhibit 1.

~17 (Whereupon the above-mentioned

19 document was marked Commission Exhibit 1

S20 to the deposition of Mr. Crews for

21 identification by the court reporter.)

Z 22
~ 23 (By Mr. Spiegel) Mr. Crews, returninq to the

U
J 2~4August, 1974, conversation with Mr. Graves,

25 was one of the persons who made a contribution

'4ccurale Transcri Promptli Delivered"
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1 pursuant to that conversation an individual

2 named Bailey, whose last name was Bailey?

_ 3 A I'm invoking the Fifth Amendment privilege.

O 4 Q Was another individual named Dupy, D-U-P-Y?

5 A I'm invoking the Fifth Amendment privilege.

S 6 Q was another individual Ritchie, R-I-T-C-fl-I-E?

0o These are all last names.

8 A I understand. I'm invoking the Fifth

9 Amendment privilege.

a

11 October, 1974, conversation with Mr. Graves?

4 12 A I'm invoking the Fifth Amendment privilege.
w

~ 13 Q Apart from these August, '74, contributions

1l4 and October, '74, contributions, have you ever

C"115 made contributions to a Federal campaign or

., 16 Federal officeholder out of corporate monies?

S 17 A I'm invoking the Fifth Amendment privilege.

It 18 Q Apart from these August, '74, and October, '74,

it 19discussions, have you ever been asked to make

~ 20 contributions out of corporate monies to a

Q 21 Federal campaign?

Z 22 A I'm invoking the Fifth Amendment privilege.

z 23 0 Apart from these conversations, have you ever

~ 24 been reimbursed out of corporate monies for

25 contributions made in connection with a Federali

"Accurate Transcript Promptly Delivered"
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_ 1 election?,

2 A I'm invoking the Fifth Amendment privilege.

_ 3 Q Do you know of any instances where individuals

4 L employed by the McDermott Corporation, other

*5 than yourself, have made contributions in

S 6 connection with Federal elections out of

S 7 McDermott corporate monies?

S 8 A I'm invoking the Fifth Amendment privilege.

0 9 0 Do you know of any instances where individuals
N "A 1 other than yourself have been reimbursed

3 10

z 1 out of corporate monies for contributions made
0

z 12 in connection with a Federal election? I'm

13 referring to the McDermott corporation.

1 14 A I'm invoking the Fifth Amendment privilege.

15 ~ Are you familiar with an individual named

C * 16 R. G. Wilson?

17 A I'm invokinq the Fifth Amendment privilege.

18 1 am going to show you a list of payments.

19 This list is titled "Payments to Roger W.

41 20 Wilson," lists 11 payments sequentially from

21 June of '62, 1962, to December, 1971. The

22 list is appended to a Report of the AuditLUA

2 23 Committee of the Board of Directors of J. Ray
0LU 24 McDermott, which is published in April, 1977.

25 Is this list familiar to you?

1 ecurate Transcript Promptly Dejivered"
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I A I'm invoking the Fifth Amendment privilege.

2 Q Is the report familiar to you?

3 A I'm invoking the Fifth Amendment privilege.

14 Q Are you familiar with any of the transactions

5 of the list?

S 6 A I'm invoking the Fifth Amendment privilege.

S 7 Q Have you ever been interviewed or testified

8 in connection with this report of the Audit
8~

9 Committee involving the J. Ray McDermott

N a 1 Corporation?

A I'm invoking the Fifth Amendment privilege.
4

Z 12 Q Have you yourself at any time made any
w

- 13 contributions to candidates for Federal13
1~4 political office out of personal funds?

15A I'm invokina the Fifth Amendment privilege.

*l 16 Are you familiar with an individual named
17 Robert B. Ritchie, R-I-T-CH-I-E?

18 A I'm invoking the Fifth Amendment privilege.

19Q Did there ever come a time when Mr. Ritchie

S20 asked you to bring a package of money to

*21 New Orleans containinq a sum of money amounting

22 to $4,000?

~ 23A I 'm invoking the Fifth Amendment privilege.

.~ 2 0 Did you ever have any contact with a

25 Mr. Charles Graves involvinq the sum of money?

"Accurate Transcript Prompth- Delivered"
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1A I'm invoking the Fifth Amendment privilege.

2 Q Do you know if this sum of money was ever

3 used to make contributions to Federal

O 4 candidates?

5 A I'm invoking the Fifth Amendment privilege.

6 Q Do you know if any sum of money that was

7 given to Mr. Graves in connection with this

8 transaction or that was kept by him was 
ever

0 9 donated to candidates for Federal political

=a 1 office?

4 A I'm invoking the Fifth Amendment privilege.
Z 11
0

CO! 12 Are you aware of whether Mr. Graves ever

4c 13 used McDermott corporate monies to make

14 contributions to candidates for Federal

C 15 political office?

S16 A I'm invoking the Fifth Amendment privilege.

FQ Are you aware of whether Mr. Wilson ever

17 used McDermott monies to make contributions

19 to candidates for Federal political office?

19 A I'm invoking the Fifth Amendment privilege.
S20

*21 MR. SPIEGEL: Let the record

uJ 22 reflect that Mr. Wilson is, according

Q to the Audit Committee Report, died in

U 2j February of 1972. That concludes my

25 questions. Do you have anything you

"Arcurate Transcript Promptly Delivered"
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1 want to ask, Andy?

44

5 BY MR. ATHY:

6.

S 7 Q The subpoena pursuant to which you are

8appearin g today and testifying asked you to

0 9 bring certain documents. Your attorney will

N5 10 be familiar with that. Do you have any

ii statement to make in that regard or did you

S12 bring any documents? I will restate them

w

S13 if you would like.

14 A I have not brought the documents and must

c 15 decline to produce them on the basis of the

C11 16 Fifth Amendment privilege.

MR. ATIIY: I have no further

18 
questions.

~19 MR. SPIEGEL: Okay.

S20 
MR. BUCK: Mr. Spiegel, if I may

*21 
ask a couple of questions. Are you

Z 22 
concluded?

Z 23 MR. SPIEGEL: Let's go off the

U 214record for a minute.

25

'- 4curnte Traznsch-pt Prompt'iv Lk~vered"
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1 (Discussion off the record.)

3 EX A MI N ATIO N

4

*5 BY MR. BUCK:

56

o z My name is John Buck, for the record, and I

B am here today representing Mr. Crews and will

-w9 ask him a very few short questions.
z

N 5 10Mr. Crews, in connection with the Grand

Jury proceeding to which Mr. Spiegel referred,

S 1 has a subpoena been issued to you?

LU

R- 13 A Yes.

14 Do you anticipate testifying before that

15 A Grand Jury within the next couple of weeks?

16- Yes.

16 17 In the event that you do testify, do you

18 anticipate giving testimony on the same

19 subject matter as is referred to in the

~ 20 deposition subpoena which you have received

U 21 from the Federal Election Commission?

Z 22 A Yes.

0 23 In the event that you do so testify before
LU
4. 2 the Grand Jury, is it your desire, thereafter,

25 to appear at an adjourned session of this

"Accurate Transcript Prom pth Delivered"
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1 deposition and testify respecting the subject

2 matters covered by the deposition subpoena

3 and also to produce such documents as you may

i have responsive to the subpoena?

;z A Yes.

S 6 MR. BUCK: That is all I have.

8 R0B' TN E LLSO N C EWS

0

5i 10z
ka

z 11

C7 12

S 13

l14 TH2TT0O EA

* 16Subcribd ad s o to~ ibefrem, h

LU

U 20

S 23

'Accurate Transcript Promptly Delivered"
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STHlE S~rTATE OF TEXAS:

2 COUNTY OF, VARRIS:

I, PggyAnn Antone, a Notary Public in and

r 14 for Harris County, Texas, do hereby certify that

*the facts stated in the caption to the foregoing

6 deposition are true; that said deposition was taken

7 before me at said time and place, pursuant to 
said

8 agreements, the said witness, Robert Nelson Crews,

0 9 having been by Mr. David Spiegel duly sworn on oath;
z 9

-a

~ 11 by me in shorthand, later reduced to typewriting
0
!i 12 under my personal supervision, and the above and
4

S 13 forecoing 16 pages of typewriting constitute a

~ 14 true and correct transcript thereof.

15 1 further certify that I am not attorney or

quo 16 counsel for, or related to or employed by any of

17 the parties or attorneys in said action, and that

18 1 am in no way financially interested therein.

19 Given under my official hand and seal of office,

~ 20 this, the 5th day of August, 1977.

* 21 -

22

~ 3my commission expires 6/30/78

U 214

25

"1 4craie Trans~rfinf Promotl Delivered"
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BIAEWEL &PkTTEIRSON

2'-40 !LOUT" ,TOWER PE NNZOIL PLACE

HOUSTON 77002
713 223-?900O

CABNLE BRACEPAT HOUSC%

!'ELEX 76-?IAI

.;C5SPH .AWOPSIIr^QTNER

1150 CONNEZCTICJT AVE'.LIE N^

WASHINGTON. 0. C. 2OC36

202 833- 3660

AMERICAN 3ANK TOWER

AUStIN 78701

512 472- 7800

July 28, 1976

Mr. Robert G. Ryan
Securities and Exchange Commission

Division of Enforcement
500 North Capitol Street, N.W.
Washington, D.C. 20549

Re: R. Nelson Crews; Change in Interview Transcript

Dear Mr. Ryan:

In line with our tL-elephone- conversation on July 23, 1976,
enclosed are two copies of a sworn statement of Mr. Crews
effecting certain changes in the transcript of his inter-
view with you and Mr. Clark on July, 13, 1976. Wie did
not receive the transcript until yes-tterday, and Mr. Crews
is furnishing this supplemental information by way of
amendment to the transcript pursuant to your suggestion.

If there are any questions or if I may otherwise be of
assistance, please do not hesitate to give -me a call.

Very truly yours,

Braceweli.. & Patterson

Joseph Jaworski

JJ/aic
enclosures

So P1 9
C,-

66W
'e4

X-2



ROBERT B. ~ ~ -'

xC j::L S0 C~:s ' AR ----A 13, 3-S

During the captioncd inev~,certain quest-ions

were asked of me by M"1r. Ryan geInerally concerning -,,.

knowledge of domestic political contributions by j. Ray

McDermott, Inc. These questions appear in the offcial

transcript at the following pages and lines:

(i) Page 32, lines 15-16.

(ii) Page 32, lines 18-19.

(iii) Page 32, lines 21-22.

(iv) Page 33, lines 14-15.

Follow.ing the conclusion of the interview- , 1 recalled

certain occurrences which did not%- come to miid at the time

that I responded to teforegoing quesLions. I now make

the following statement which reflects my best present

recollection of those occurrences and my responses to the

foregoing questions are hereby corrected and amended

accordingly.

S T A T E M E N~ T

Shortly after I was relieved of operating re-

sponsibility in the North Latittud2s area in Juna of 1974,

Mr. Graves and I had,- our Cli Cusslons respecting ny

on aovernmental liaison recnsbliisand Ii~i~~in



unillingne s s to do -I-h is. A round Jul1y o rAu gu st,1974,9

Ir. Graves told me th a4ehdmtM.i-c~e or n

w..as running for Conaress from a distric-t in:1 Louisian. a an--

indicated that he would like to assist M r. M"'oore's carMaIg,".

financially. For this purpose, Mr. Graves instructed me to

obtain personal checks from several other employees of the

company, which checks would be payable to Mir. Moore's

campaign. The drawers of these chec-ks would be reimbursed

by me in cash which was furnished to me by Mr. Graves. I

carried out these instructions and, to my best recollection,

Igave a check, Mr. Graves gave a check and two or three other

persons whose names I do not recall with certL..ainty gave checkzs.

However, I believe thatC those othe~r persons included Bill Bailey

and John Dupy and may have included Bob Ritchey or Jim Cunningham,

either on this occasion or on the occasion of the second series

of contr-ibutions discussed below. I do not rememberL the airounLs

of the checks, although I believe the aggregate amount was

around $1,100 or $1,,200. Mr. Graves asked me to deliver the

checks to the candidate's campaign headquarters in Baton Rouge,

which I did. I met tChe candida;nte very briefly and gave the

checks to his campaign manager, whose~ name I do not recall.

Shortly before the election, probably in October ofE 1974,

this process was repeated at ZMr. Graves' instructions. C-Again,

bothn Graves and T gave ch-cks as well as one or two io 01 -- persons

WiJma-y well hw included the c named albove , a!Cto-ch I

-2.-



do not recall .1" believe that th aggregate.- f 7 t FLL-he

* checks a a~out the same as t soere tILc'-~~tog

possibly less.

I do not know the sou-irc. oti IL'he funds given m'e by Graves

and Graves did not ad-'vise vte of" this. I also do not recall

whether I was reimbursed for the two checks which i wrotke.

It is my firm belief that flr. Hensen lloore did not know that

the drawers of the checks which I Zjave to his campaign manage~r

were being reimbursed by funds from another source.

The foregoing st_atement: is true and correct: to the best

of my knowledge and belief.

R. -Nelson Crews

SWTORN AND SUBSCRIBED BE-.ORE ME this 28th day of
July, 1976. /

N'tary LPublic in. and for
Har-ris County, Texas

-3-



CORRECTION TO '2RANSCRI9"' OF INTERVIEW OF
ROBETZT NELSON CREWS BY PZTER B. CLARK AND)

ROB3ERT G. RYANl OF TH3 ' SECURITIES AND
F"CHANGE COMMISSION ON JULY 13, 1976

AT HOUSTON, TEX.-AS

During the captioned interviiew, certain questions

were asked of me by M~r. Ryan genea-rally concerning my

knowledge of domestICic political contributions by J. Ray

McDermott, Inc. These questions appear in the official

transcript at the following pages and lines:

Ci) Page 32, lines 15-16.

(ii) Page 32, lines- 19-19.

(iii) Page 32, lines 21-22.

(iv) Page 33, lines 14-15.

Follow..ing the conclusion of the interview, I recalled

certain occurrences which did not come to mind at the time

that I responded to the foregoing questCions. I now make

the following statement wvhichl- reflects my best present

recollection of those occurrences and my responses to the

foregoing questions are hereby corrected and amended

accordingly.

S T A T Mj2 E ZN T

Shortly after I was relieved of operati ng re-

sponsibility in the North LaLit--uces area in June of 1974,

r.Graves and I had our. dc son repetn_ m taking

on governmentalc- liaison responsibilities ard T indicated rmv



unwiilIIrv-ness to do -' -round 7-uly or -,just, 19 74,

Mr. -Cvs told a tabhc hl sK -.- ~iMcor-e Who

wa s riinnirng for Cocr 2s.- om a distr c: Ti ouisiana and!

indica-ts-d that hie would 4-0toassist "'00- M res cam'paign

financ-i-lly. For tis mse r rae nstructed me '-

obtain p-2rsona1 checks 1--:cim several ot'her erm-ployees of the

company, which checks wo4-,uld be payable 4%-o 'Ir. Moore's

campaign. The drawers of these checks would be reirimburs'e-d

by me in cash which was furnished to me by Mr. Graves. i

carried out these instructions and, to my best recollection,

Igave a check, Mr. Graves gave a check and two or three other

persons whose names I do not recall w-ith certainty gave checks.

How-ever, I believe that those other persons included Bill Bailey

and John Dupy and may have included Bob Ritchey or Jim Cunningham,

either on this occasion or on the occasion of tChe second series

Of contributions discussed belo..i do not remember the am-oun-ts

of the checks, although I believe the aggregate amount 
was#

around $1,100 or $1,200. Mr. Grave,:s asked me to deliver the

checks to the candidate's campaign headquarters in Baton Rouge,

which I did. I met-- the candid-Iate very,. brief-ly and gaveth

checks to his campaign manager, whose name I do not recall.

Shortly bef ore the elec-tica, probably in October of 1974,

this process was re-eated at Mr. Grave,--S' instructions. Agai,

both Graves and i gave checks as well asz one or tw.o olkthcr cerscns

womay well have included th2 nrersor-zs named above, aJ-t.I#cuq-. I

-2-



d o no recall T b I ie v e that th~e acjgrn-ate amotuxit of the

cnckaas aboU.t t samne -as tkhat r e to above, 'a'though

-possibly less.

I do not !Jkoz he source- of th-: funds givcan nte by Graves

and Graves did no'L- advise mec of this. I also do not -recall

whether I was reimtbursed for the two checks which i wrote.

It is my firm belief that Mr. Hfensen tdoore did not know, that

the drawers of the checks which I gave to his campaign manager

were being reimbursed by funds from another source.

The foregoing statL--ement,.is true and correct to the best

of my knowledge and belief.

RNelson Crews

SWORN AND SUBSCRIBED B-L.FORE ME this 28th -day ofP'
July, 1976.

Notary Pub "ic in and fo
Harris County, Texas .

-3--



t)

PIM

77-

0Mr. David Spiegel and

qW Mr. Andrew ?'thy, Jr.
Federal Election Commission
1325 K Street, N.W.
Washington, D.C.

$1. -20463

REUETED:



ct.-NENING REPOQRT 4 RVICE
900 STATE NATIONAL BUILDING e HOUSTON, TEXAS 77002 -(713) 224-4141

CERTIFIED MAIL August 5, 1977
No. 263457

RETURN RECEIPT REQUESTED

Mr. John 11. Buck
Bracewell & Patterson
2900 South Tower, Pennzoil Place
Houston, Texas 77002

Re: 'MUR 254(76), United States of America, Federal
Election Commission, IN RE: J. Ray McDermott,, et al

Dear Mr. Buck:

The deposition of your client, Robert Nelson Crews,
Owl taken in the above cause, has been transcribed and is

available for him to read and sign at our office at 900
State National Building, 412 Main Street,, Houston,, Texas.

I would appreciate your asking Mr. Crews to call me
at the above number when he is ready to read and sign his
deposition, so that I may arrange to be present at that
time also.

Wie will hold the deposition for at least 30 days
from, the date of this notice; if your client has not con-
tacted us by the end of that time, I will assume he does
not care to read and sign his deposition, and I will forward
it as agreed.

Very truly,

Peggy Ann Antone
CLENDENING REPORTING SERVICE

PAA: ch
cc: Mr. David Spiegel "TF GM!SQ

Mr. Andrew Athy, Jr. 4;ECP

*PALIL CLrr ' E',\c'

*N I C KD o . S,,

* ~EGY ANTNE CHARLENE ROECKER

FE~l LANLEY SHIRLEY SMALL

PEGGY ANTONE

e F ETI Y LANGLEY



UNITED STATES OF AMERICA

FEDERAL ELECTION

IN PE: J. Ray McDermott,
et al

COMMISSION

MUR 254(76)

1

2

3

'4

5
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7

8

9

10
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13
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17
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21
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23

".4 citrate 7',an 'rint I'ronzu:i' Jelirced
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A P P E A R A N C E S:

COUNSEL FOR FEDERAL ELECTION COMMISSION:

David Spiegel
and

Andrew Athy, Jr.
Federal Election Commission
1325 K Street, N.V.
Washington, D.C. 20463

COUNSEL FOR R. NELSON CREWS:

Bracewell & Patterson
2900 South Tower Pennzoil Place
Houston, Texas 77002
By Mr. John Ii. Buck

AF'IL CO.E1~PY
(i IL 6r, 6L16'iaitL

a)V

a)

I.,

m~J

U

25
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1 DEPOSITION OF ROBERT NELSON CREWS, taken before

2 Peggy Ann Antone, a Notary Public in and for Harris

_ 3 County, Texas, at the offices of Clendening

4 Reporting Service, Inc., 900 State National Building,

5% Houston,, Harris County, Texas,, commencing at 1:20

su6 p~. uust 4,, 1977, at which time the following

o 7 proceedings were had:
I.-

9 4#

0 8

0 9 IT WAS AGREED by and between counsel that thez 9

-a

z of Clendening Reporting Service, 900 State National

S 12B!uilding, Houston, Harris County,, Texas, pendingz
All

13 siqnature of the witness, after which the deposition!,

* 1 will be filed with the Federal Election Commission.

15

a~16

a 17

M 18

S 19~

CX 20

z 21

Z ~22LWj

* ~ 23

U 24

25

"Arcura t Tron scr' Prornpi Ielis'ered"
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I ROBERT NELSON CREWS,

2 having been first duly sworn on oath by Mr. Spiegel,
04

Cq 3 was examined and testified as follows:

C4

8

6-

9 CoAnd you saddes? ae o h ecrsr

- z
w

z 13 tAt.yu ades
0

4, 16 A All7 rIght.d Draymond Inutrnational. fouan

S18 by the cerotCoprain

* ~ 1 A IPrset repaetful dmlyeneto nwrta

15 20. questio onl th rud ht toedo sou wold

23. vollart my yon prvl I nernatheosal-n mnt

22 gurne by the Fifthot Croameondn t h

* 23usited State Coiud ttions woulde

U 21 violate my prihtsg under the Fist, Founrha

22 guixt ed Nith and Foureth Amendment to the

"A ecurat T~ ranscrip! ~7It I 1kbd Deivred"
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1 Constitution.

2 1 am not sure that I fully appreciate how theV

3 Fifth applies to that question. It appears

4 that that question is a fairly innocuous

r% question.

6 MR. BUCK: Well, as I explained to

7 you yesterday, Mr. Spiegel, in view of

0 8 Mr. Crews' current arrangements, he is

9 simply not at liberty to qive you
z 9

5 1 testimony respectinT McDermott or
10

z 11 McDermott-related matters and must assert
0

4 12 Ihis privilege in connection therewith.z

13 MR. SPIEGEL: All right. Is

8~ Mr. Crews currently the subject of a

1 15 Grand Jury investigation?

MR. BUCK: Are you addressing thatc ~ , 16

~ 17 question to me?

~ 18 0 (By Mr. Spiegel) Mr. Crews, are you currently

the subject of a Grand Jury investigation?
19

(UA Yes.
ce 20~

23. Is that a Federal Grand Jury investigation?

~22 A Yes.
J

23 Could you state where that is being conducted?

~ 2~4A New Orleans, Louisiana.

25 Q And does that investigation relate to matters

-
4
c'curate ran script Pro'n;1 IDcllered"
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i involving Federal election campaign laws?

1 2 A As far as I know, it does.

3 Q Have you testified in connection with that

4 Grand Jury investigation?

5 A Okay. I want to read this again. Let her

x 6 read it?

7 MR. BUCK: Mr. Spiegel, may we go

o 8 off the record?
x

9 MR. SPIEGEL: Let's go off the
z
d 0reod

z 11
0

4 12 (Discussion off the record.)
- z

13

14 (By mr. Spiegel) What you have to do is

15 after each specific question, just say you

~, 16 are invoking the Fifth Amendment privilege

17 and leave it at that. Mr. Crews, have you

~ 18 been given an offer of immunity in connection

* with this Grand Jury investigation?

19A I'mn invoking the Fifth Amendment privilege.
04 20

21 Mr. Crews, have you ever been employed by the

* 22 McDermott Corporation?
LU

A I'm invokina the 1'ifth Amendment privilege.
S 23

LU

~. 24Have you ever known or been familiar with an

individual named Charles Graves?
25

.1 $ rcuair Transcript Prom pflt D~elivered"
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1 A I'm invoking the Fifth Amendment privilege.

2 Q Could you describe your relationship with

3 Mr. Graves?

4 A I'm invoking the Fifth Amendment privilege.

58 Did you, in August of 1974, have occasion to
4

6 speak with Mr. Graves reqardinr the making

o 7 of contributions to candidates for Federal

0
8 political office?

9A I'm invoking the Fifth Amendment privilege.
z
51
5 0 Did Mr. Graves ever instruct you at this time

10

11 to obtain personal checks from other emrployees

12 of the McDermott Corporation in order that
fn z

'U

4~ 13these checks might be given to candidates
13

~ ~ for Federal political office?

15A I'm invokina the Fifth Amendment privilege.

i 06 Did Mr. Graves furnish you with any money
16 1

I with which to reimburse these employees?,
17 1p

1 A I'm invokinT the Fifth Amendment privilege.~ 18 I

19 Were these monies corporate monies that

~ 20Mr. Graves may have furnished to you?

A I'm invokina the Fifth Amendment privilege.

z 21

IQ 2 In your knowledge, were any contributions made

at this time?
S23

A ~ Same answer. I'm invoking the Fifth Amendment

privilege.
25

"4 ((uraft' iran srrivt 11romnidt! 1b t ered"
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1 Q Did Mr. Graves give you any money at that time?

2 A I'm invoking the Fifth Amendment privilege.

3 Q Did he give you any money on the August, '74,

14 occasion?

5A I'm invoking the Fifth Am1endment privilege.

x 6 Q were these monies, in your knowledge, corporate

o 7 monies?
0 7

0 8 A I'm invoking the Fifth Amendment privilege.

9 0 Were any contributions made in connection with
z 9

5 10 this conversation?

A I'm invoking the Fifth Amendment privilege.

4 12 0 were any reimbursements made by you to persons
z

14

15 A I'm invoking the Fifth Amendment privilege.

~ 1 Reaarding this August, '74, discussion and
16j

17 this October, '74, discussion, have you ever

~ 18 testified before any other Federal agencies?

A I'm invoking the Fifth Amendment privilege.

~19

ad 20

U 21 (Discussion off the record.)

Z 22

Q (By Mr. Spiegel) Mr. Crews, I am going to show
Z 23

j ~ you a copy of a statement that is entitled

25 "Correction to Transcript of Interview of

"4 ceura ic 7'rrnscriiuf Promrpth !klitred"
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0~ 1Robert Nelson Crews by Peter B. Clark and

2 Robert G. Ryan of the Securities and Exchange
04
C4

3 Commission on July 13th, 1976, at Houston,

4 Texas." This is a statement which refers to
C14

5% the matters that we previously questioned you

6 about, also refers to some other matters. it
6

o 7 has a signature at the end, signed, the name
0 7

8 Nelson Crews, and then a sworn subscribed

o 9 before me underneath that with a Notary Public
z

5 10 stamp. Is that signature at the end of this

~ document your signature?
0

~ 12A I'm invoking the Fifth Amendment privilege.
12

A 13 0 Is this a document with which you are familiar?

8A I'm invoking the Fifth Amendment privilege.

15 Let's enter this document into the record as

16 the Commission's Exhibit 1.

~, 17

th 18 (Whereupon the above-mentioned

document was marked Commission Exhibit I

to the deposition of Mr. Crews for

U1 2 identification by the court reporter.)

Z ~22

a 0-2 (By Mr. Spiegel) Mr. Crews, returning to the

j~ ~ August, 1974, conversation with Mr. Graves,

25 was one of the persons who made a contribution

".4ccu~rale Tran scriot Prornrit!v IDelizEred"



Page 10

1 pursuant to that conversation an individual

2 named Bailey, whose last name was Bailey?
C~4

3 A I'm invoking the Fifth Amendment privilege.

14 Q was another individual named Dupy, D-U-P-Y?

5 A I'm invoking the Fifth Amendment privilege.

x 6 Q was another individual Ritchie, R-I-T-C-11-I-E?

o 7 These are all last names.
0 7

8 A I understand. I'm invoking the Fifth

9 Amendment privilege.
z
a
5 10 Q Were any of these individuals involved in the

~ 11 October, 1974, conversation with Mr. Graves?
2
0
!i 12 A I'm invoking the Fifth Amendment privilege.
z
1-

4 3 Apart from these August, 174, contributions
6- 1

~ 1~ and October, '74, contributions, have you ever

1 15 made contributions to a Federal campaign or

~, 16 Federal officeholder out of corporate monies?

17A I'm invokinq the Fifth Amendment privilege.

18 Apart from these August, '74, and October, '74,

19 discussions, have you ever been asked to make

~ 20 contributions out of corporate monies to a

13 I Federal campaign?
z 21 1

z A I'm invoking the Fifth Amendment privilege.
22

23 Apart from these conversations, have you ever
23

~ 214been reimbursed out of corporate monies for

25 contributions made in connection with a Federal,

"ccurte ~ Tran 'wriM IPromiptl'v !Jlitered"
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1 election?.

2 A I'm invoking the Fifth Amendment privilege.

3 Q Do you know of any instances where individuals

4 employed by the McDermott Corporation, other

5% than yourself, have made contributions in

UA 6 connection with Federal elections out of
I-

o 7 McDermott corporate monies?

8 A I'm invoking the Fifth Amendment privilege.

o 9 C) Do you know of any instances where individuals
z
3
5 10 other than yourself have been reimbursed

.4 1 out of corporate monies for contributions made
0

5~ 12 in connection with a Federal election? I'm
w

13 referring to the McDermott corporation.

1- 163.G isn
V

17 A I'm invoking the Fifth Amendment privilege.

19

15 20 Wilsyo, fmlis 11 t pant sedviutaly fromd

C3 Jun of '62 192,toDeebeo97.?h

M~ 22 lis amginpen to o o a Repot of thyenudi

25 IsThis list famtilid"ar mnt to youW

"A ccurate 1'ransrript Promidly Delit'ered"
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1 A

2 0

3 A

4 Q

5

6 A

70

8

9

10 A

12 Q

13

14

15 IA

16 Q

17

18 A

19

20

21

22

23 A

24

25

Page 12

I'm invoking the Fifth Amendment privilege.

Is the report familiar to you?

I'm invoking the Fifth Amendment privilege.

Are you familiar with any of the transactions

of the list?

I'm invoking the Fifth Amendment privilege.

Have you ever'been interviewed or testified

in connection with this report of the Audit

Committee involving the J. Ray McDermott

C'orp or a tion?

I'm invoking the Fifth Amendment privilege.

Have you yourself at any time made any

contributions to candidates for Federal

political office out of personal funds?

I'm invoking the Fifth Amendmient privilege.

Are you familiar with an individual named

Robert B. Ritchie, R-I-T-C-H-I-E?.

I'm invoking the Fifth Amendment privilege.

Did there ever come a time when Mr. Ritchie

asked you to bring a package of money to

New Orleans containing a sum of money amounting

to $4,000?

I'm invoking the :ifth Amendment privilege.

Did you ever have any contact with a

Mr. Charles Graves involving the sum of money?

.7
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IA I'm invoking the Fifth Amendment privilege.

2 Q Do you know if this sum of money was ever

3 used to make contributions to Federal

4 candidates?

5A I'm invoking the Fifth Amendment 
privilege.

60Q Do you know if any sum of moneyta a

o 7 given to Mr.'Graves in connection with this
0 7

o transaction or that was kept by him was 
ever

x

o 9 donated to candidates for Federal political

z

s 10 office?

z A1 I'm invoking the Fifth Amendment privilege.

0

< 12 Are you aware of whether Mr. Graves ever

13 used McDermott corporate monies to make

8 contributions to candidates for Federal

15 political office?

C 16 A I'm invoking the Fifth Amendment privilege.

4 17 0 Are you aware of whether Mr. Wilson ever

(M 18 used McDermott monies to make contributions

19 to candidates for Federal political office?

A I'm invoking the Fifth Amendment privilege.
(x 20h

U 2 MR. SPIEGEL: Let the record
21

LU 22 reflect that Mr. Wilson is, according

to the Audit Committee Report, died in
* ~ 23

U 2L1February of 1972. That concludes my

25 questions. Do you have anything you

"Acu raic raflscrip Promi)! 11 Delivered"
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i want to ask, Andy?

2.

C14

1. 5 11Y MR. ATHY:

6

7 0 The subpoena pursuant to which you are

0 7 Q

0 8 appearing today and testifying asked you to

0 9 bring certain documents. Your attorney will

z

be familiar with that. Do you have any

0 1

do

~ statement to make in that regard or did you

12 bring any documents? I will restate them

w

if you would like.

13

14 A I have not brought the documents and must

15 decline to produce them on the basis of the

S16' Fifth Amendment privilege.

~ 17MR. ATHY: I have no further

~ 18 questions.

19 
MR. SPIEGEL: Okay.

W 201R. BUCK: Mr. Spiegel, if I may

0 21 ask a couple of questions. Are you

22 concluded?

Lj

a 2 MR. SPIEGEL: Let's go off the

record for a minute.

U 24

25

"A ccu rate Transcript 1rommP ~Icb Delered-
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(Discussion off the record.)

* 2

44

04

5BY MR. BUCK:

6

2o 7 Q My name is John Buck, for the record, and I
0 7 Q

8 am here today representing Mr. Crews and will

9 ask him a very few short questions.

a 1 Mr. Crews, in connection with the Grand

SJury proceeding to which Mr. Spiegel referred,
0

12has a subpoena been issued to you?
- z

~- 13 A Yes.

A. 8h 14 Do you anticipate testifying before that

15 1 Grand Jury within the next couple of weeks?

~, 16 A Yes.

4,Q1 In the event that you do testify, do you

~ 18 anticipate giving testimony on the same

*4 subject matter as is referred to in the
~19

~ 20 deposition subpoena which you have received

U(231 from the Federal Election Commission?

z 1A Yes.
Laz 22

a In the event that you do so testify before
Z 23

the Grand Jury, is it your desire, thereafter,
U 24

25 to appear at an adjourned session of this

"Accurate Transcript Promot D~vIelirered"
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9

X

0

0~

0

z
0

z

8

4

ce
0
z

z

LU

LU

1.

2

3

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

214

25

"A ccurate Transcript Prom ptlv Delivered"

deposition and testify respecting the subject

matters covered by the deposition subpoena

and also to produce such documents as you may

have responsive to the subpoena?

A Yes.

MR. BUCK: That is all I have.

ROBERT NELSON CREWS

THE STATE OF TEXASX

COUNTY OF HARRIS X

Subscribed and sworn to before me, the

undersigned authority, this, the ____day of

__________1977, by said witness, Robert Nelson

Crews.

Notary Public
Harris County, Texas
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VITE STATE OF TE~XAS:

2 COUNTY OF HARRIS:

V4

*3 I, Peggy Ann Antone, a Notary Public in and

4I for Harris County, Texas, do hereby certify that

8 the facts stated in the caption to the foregoing
K4

6 deposition are true; that saib. deposition was taken
6

* before me at said time and place, pursuant to said
0 7

8 agreements, the said witness, Robert Nelson Crews,

S having been by Mr. David Spiegel duly sworn on oath;
z 9

e 1 I further certify that said deposition was reported

11 by me in shorthand, later reduced to typewriting
4

0

, 16 cunel foprsora relaervsad tohpoe abv ando

~ 17 oethe nparti aes o tonyewintsidg actont andt tat

~ tu Givn undrert tyroffcrial thne adeeaoofofie19

co2uthse 5th, day ofl Augut, 1977.ye b nyo

S 16

rM ~ ~ ~~ M 18 1a nn a iacommlyisneexpie therein.

UX 20

25

.-1CCI4rate Iranricritt Irorw/lttl D~eli'ered"
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I3RACENWELL & PATTERSON

2900 SOwTr OWER PE14NZOIL PLACE

HOUISTON 77002

703 223-200

CAHLC ORACEPAT ,HOUSTON

rVLEX 76-214P

JOSE PH JAWOPSKI P^ARTNCR

1150 CONNfCCTICUT AVES.UE .VV

WASHINGTON. 0. C. 20036

202 833-36650

APAEROCAP4 8AoNMToWEvr

AUSTIN 79701

512 472-7800

July 28, 1976

Mr. Robert G. Ryan
Securities and Exchange Commission
Division of Enforcement

500 North Capitol Street, N.W.
Washington, D.C. 20549

Re: R. Nelson Crews; Change in Interview Transcrint

Dear iMr. Ryan:

In line with our tCelephone converf;Qtion on July 23, 1976,
enc.losed are two copies of a sworn statement of Mr. Crews
effecting certain changes in the transcriptI of his inter-
view with you and Mr. Clark o. n July .13, 1976. Ile did
not receive the transcript until yeSte%--rday, and Mr. Crews
is furnishing tL-his supplementICal in-for-mation b,,y -way of
amendment to the transcriLpt pursuant to your suggestion.

If there are any questions or if I may otherwise be of
assistance, please do not hesitLLate to give m-e a call.

Very truly yours,

Bracewell, & Patterson

Joseph Jaworski

JJ/aic
enclosures

.'&I,3 0 ~
/2

0
C 5;)

I,')

~

A l%]~~ c~ ?.'j ~j

2< A~,/ .- L-~i

-I

1)

< 2 2 ~



CORRECTION TO TiOI'C? INE<~~02"'
ROB E RT a- lEJLSC0N C~W RE 2 P E~ B7 P LR S a

R013"MRT G. RY-AN 07 P7-77 -7-'--UnrI"IE,3 ~

AT SMT S

During the captioned interview, certain questions

were asked of me by Mr. Ryan generally concerning ItY

knowledge of domestic pol-it-ical contributions by J. Raj,

McDermotCt, Inc. These questions appear in teofca

transcript at the following pages and lines:

Ci) Page 32, lines 15-16.

(ii) Page 32, lines 18-19.

(iii) Page 32, lines 21-22.

(iv) Page 33, lines 14-15.

Follow-ing the conclusion of the interview.., I recalled

certain occurrences which did not,- come to nind at the time

that I res-oonded to Ithe foregoing questions. I now make

_ the fA.ollowing statement w-.hich refclects my best present

recollection of th.,ose--- occurrences and rny responses tp.. the

foregoing questios are hereby correcte' n ane

accordingly.

S T A T E M E NT

Shortly after i was reivcd of ope-ratingr-

sponsibility in the 'North Latit%-udzEs area in Jn of 1974,

Mr. Graves a-nd I~ u z~s~ro~~ ~ a:n

on aovenm-'ental liaison rsosbitesand~ 1. Mye~



unwillinlgnes~s to do thlis. Around vuly or AugustC, .1974-2,

Ir. Gre tol me thtie had met "r. Hansen Moore- w-ho

was running for Congress from-. a distric-t in Louisiana and

indicatL-ed thant he would like to assist Mr. Moore's ca1mpaign

financially. For this purpose, Mr. Graves instructed rae to

obt.ain Personal checks from several other employees of the

company, which checks would be payable to Ur. Moore's

campaign. TPhe drawers of these checks would be reimbursed

by mae in cash which was furnished to mre by Mr. Graves. I

carried out these instructions and, to my best recollection,

Igave a check, Mr. Graves gave a check and two or three other

persons ,-hose names I do not recall w.,ith certainty gave checks.

Howecr, beievetha those other persons included Bill Bailey

and john Dupy and may have included Bob Ritchey or Jim Cunningham,

either- on this occasion or on the occasion of the second series

of contributions discussed below. I do not remerrber the amount -s

r of the checks, althcugh I believe, thie aggregate amount. wa s

around $1,100 or $1,200. Mr. Graves asked me to deliver the

checks to the candidate'Is camloaign headquarters in Eatlon Rouge,

which I did. I met the candidat1-e very briefLly\ and gave t16he

checks to his campaign manager, wahose name- I do not recall.

Shortly before t'--he election, probably in October- off 1974,

this or-ocess ,-as r eope at1ed at ,r. Graves' instructios. aa

bo0th f Grav,,es and "I gave chec--ks as vweil as one o-" -L-.,;3 ~ron

Vii~.O may ell h~included t--he p,--rsoLns namedabv, tocI

-2-



donot recall. 376 believe that the aggregate ar~ of5 the

checks was about the same as thiat r-_f erred A%-- ahv,%. although

possibly less.

I do not know the souzrcc of the funds given ne by Graves.

and Graves did not advise -4,e of t~his. I also do n6ot recall

whether I was reirbursed for the,- two checks which i wrot-e.

It is my firm belief that 1-r. Hensen floore did rnot know that

the drawers of the checks which I gave to his campaign manager

were being reimbursed by funds from anothe ore

The foregoing st%-a t eme nt4- is true and correct to the best

of my knowledge and belief.

R . -Nelson Crews

SWIORN AND SUBSCRIBED B FORE 1. . this 28t.-h day of
July, 1976.)

N'o tary Public ,in and for
Harris County, Texa3s9

-3-



CORR.ECTION TO TRANSCRIiPT OF INTERVIEW OF
ROB~ERT NELSON CREWS DY PETER B. CLARK AND

ROBERT G. RYAN OF TNE- SECURITIES AND
A"XACHANGE COLMM ISSION O'N JULY 13, 1976

AT HOUSTON, TEXAS

Duringj the captioned interview,, certain questions

were asked oE me by Mr. Ryan generally concerning my

knowledge of domestic political contributions by J. Ray

M4cDermnott, TIc. These questions appear in the official

transcript at the following pages and lines:

(i) Page 32, lines 15-16.

(ii) Page 32, lines 18-19.

(iii) Page 32, lines 21-22.

(iv) Page 33, lines 14-15.

Follow..ing the con0cl-.si.on of the interview, I recalled

certain occurrences whi-ch d'id riot' come to nind2 at.- the tire

* that I responded to the fore-going questios now make

the following stat;eme-nt%.- dhich reflects my best present%-I

recollect ion ofF those occurr.ences and my responses to the

foregoing ques-tions are hereby corrected and amended

accordingly.

S T ,A T E I BE N T

Shortly after I was relieved of, operati ng re-
sponsibi lity in the North L-atude arainJn-o~

~4.Graves a,.-d I had our di scussions respecting --y taking

on governm-enta-l liaison responsibilities and T 
4 ndicate-rd rny,



unwjl .n'-ness to do t-his. Around July or At~cust, 1974,1

14r. Craves told me tha- t h,1 had met . Hensen " Moore who

was running for Cog sf-rom a distr-ict i. Louisiana and

indicatead that he-- would li,".e to assist Mr. Moore's camapaign

financially. For this pur-ose, Er. Gravez instructed me -o

obtain personal checks -Lrcm sever-al other employees of the

company, which checks would be payable t4-o "Ir. Moore' s

campaign. The drawers of these checks %wou-*.d be reimbursed

by mae in cash which was furnished to me by 11M1r. Graves. I

carried out these instructions and, to my best recollection,

Igave a check, Mr. Graves gave a check and two or three other

persons -whose names I do not recall with certainty gave checks.

* How-ever, I believe that those other persons included Bill Bailey

an-d John Dupy and may have included Bob Ritchev or Jim Cunningham,

-~either on this occasion or on the occasion o'f t'-he second series

Of contributions discussed be-=low... i do not rem~ember tL-he a-nounts

of the checks, although I believe the aggregate amount vwas

around $1,100 or $1,200. Mr. Graves ask.-ed inc'to deliver the

checks to the candida-te's camp6-aign h-.-adauartenrs in Baton Rouge,

which I did. I met the Can~ate very briefly and gavete

checks to his can' manager, whose name I do not recall.

Shortly be-for-e tne election-, Probably in Oct1.-ober of 1974,

this process was repeat'edk atMr Graves' instCrUcticnsl. Aan

bothf Graves and i gv clhecls as vwe22. asz one or to ohrcersons

w,'ho may well have included the e n - L..dd above, a!thouch I

-2-



do riot recall. I believe that the aggregate a-mout. oz- the

,ncks was about the samne as that referred to above, a!.though

possibly less.

I do not k.rno;w the source of tefunds given me bv Graves

anda Graves did nok'- advise me of this. I also do not recall

whether I was reimbursed for the two checks which I wrote.

It is my firm belief that Mr. Hensen floorc.! did not know that

the drawers of the checks which I gave to his campaign manager

were being reimbursed by funds from another source.

The foegin staement is true and correct to the best

7of my knowledge and belief.

R. N~elson Crews

SWVVO.RN ANlD SUBSCRIBED BEFORE IE this 28th 1-day of
July, 1976.

Notary Public in and for,.
Harris Co~nty, Texas

. I N.,
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S

1329 Oct

tif ied a

e in after

a

Louisiana,

oath

BY MR. ATHY:

Q Mr. Graves

am an

Elect

could you

Do you sol

truth

help

,my name is David Spiegel.I

attorney with the Federal

ion Commission.

raise your right hand, please.

emnly swear to tell the whole

and nothing but the truth, so

you God?

I do.

Mr. Graves, are you aware

the right to counsel

present at this depos

that you

and have

it ion?

have

counsel

yes.

And d

I do.

MR. S

o you have counsel present?

PIEGE

would Counsel please identify himself

for the record.

MR. GRAND:

My name is Paul R. Grand, G-r-a-n-d.

DIETRICH & BENDIX, Inc. 0 COURT RFPORTERS * Nrw ORLEANS 0 BATON ROVUGE

of

to

he

C

C

C,

CHARLES L. GRAVES*

avia Street, New Orleans,

s follows pursuant to the

administered:

EXAMINATION



I have already identified

terms of my firm and

on the record to the

grapher.

a- Ah4

myself in

my address

steo-

MR. SPIEGE

okay. Could I

the record

to me that

the record

the record

ask that if we go off

that you indicate

you want to go off

and we'll go off

MR. GRAND:

All right.

MR. SPIEGEL:

Mr. Graves, what is your current position

of employment?

MR. GRAND:

Before we proceed, let me make a

statement on the record.

Last week sometime I met with both

mr. Spiegel and with Mr. Athy,

and I have been in telephone

communication with them since

that time as well as before that

time; and I commented on the

contents of a subpoena which was

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE

BY

Q
Cq



a
qmailed 

to r. Graves,

subpoena calls for, n

his personal appearan

not specifically on t

but it was adjourned

date -- and which cal

production of v

i have told these ge

today that many

sought appear,

the subpoena, t

documents, and

those documents

ody and control

tion. to the ex

exist, and that

within

or pow

f ore,

M

r

r .

to

sub

Gray

pro

p oe n

ar ious

n tleme

of t1h

f rom t

o be c

I beli

are 1

of th

tent t

they

es' I 0

duce ;

a f or

which

ot only

ce here

his dat

to this

ls f or the

documents.

*n prior to

*e documents

he face of

orpora te

eve that

* the cust-

e corpora-

hat they

are not

s se5ssi on

and, there-

such docu-

ments should properly be addressed

to the corporation.

with respect to other documents, it

could be denominated as personal

documents, and I note that the

subpoena calls for documents

DIETRICH & BENDIX, Inc. * COURT REPORTERS * NEW ORLEANS 0 BATON ROUGE
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as far back a

As I read the Fede

it carries wi

statute of i

according ly,

questioned ev

proximately A

would be barr

of limitation

that we would

position to o

of any docume

date.

In addition, I hay,

gentlemen, pr

as I understa

transpiring,

of the proposo

- In 6
14w

8 December 1. 197

ral Election Law,

th it a three-yea

mitations; and,

any violation or

ent prior to ap-

ugust 4, 1974,

ed by the statute

s; and I think

1 .

r

be in a fair

pose production

ts prior to that

inf ormed these

or to today, that

d events which are

he subject matter

d interrogation

of Mr. Graves today is also the

subject matter of an investiga-

tion currently being conducted

by the United states Attorney

in this District, which is or

is about to be the subject of a

grand jury inquiry in this

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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district, and that while we hope

to cooperate with the Federal

Election commission in the

exercise of their statutory

responsibilities, we also have

to, in the face of the U. S.

Attorney and grand jury investi-

gation, rely on the constitu-

tional protections which Mr.

Graves has.

Accordingly, I have advised these

gentlemen that Mr. Graves would

not testify today and that on

my advice, the advice of his

counsel, he would assert his

Fifth Amendment privilege againsi

answering any questions at all.

similarly, we take the same position

with respect to the production

of any documents which might be

deemed to be his personal docu-

ments.

MR. SPIEGEL:

Mr. Grand, let me see if I understand

your position.

DIETRCH & BENDIX. Inc. 0 COURT REPORTERS 0 NEU' ORLE-ANS 0 BATON ROLIGE
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0o a
free to do, and he can assert

the privilege repeatedly, if

you like.

MR. SPIEGEL:

We do wish to ask certain questions.

I just want to be sure we

understand your position.

Is it that all statutes by which Mr.

Graves has received prior noti-

fication, the Commission has

reason to believe a violation

has been committed, are subject

to his Fifth Amendment privilege7

MR. GRAND:

I am sorry, I

q ue st ion

MR. SPIEGEL:

would you rep

(Whereupon, the pe

back by the Court

MR. GRAND:

I still don't

One,

Two0,

groun

don 't

don ' t

don 't understand the

eat the question, please.

nding question was read

Reporter.)

under stan

ds.

understand

understand

on a number

the

the

syntax.

reference

DIETRICH & BENDIX. Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROU GE

C-

d 9



a 10

to all of the statutes.

It seems to me you are inquiring

whether there are violations

of Section 441. maybe you are

investigating other things that

I am not aware of.

MR. SPIEGEL:

Mr. Athy, could we show Mr. Graves

a copy of a notification letter

which was mailed to him approxi-

mately a month ago, stating the

statutes that are encompassed

by the commission's investiga-

t ion?

(Discussion hel

MR. GRAND:

The letter

the 1

addre

f r om

M is si

graph

"Pursuant

under

the C

d off the record. )

I have

etter d

ssed to

the Fed

on and

3 ther

to its

2 Usc1,

omm is s

in front of

ated July 6,

Charles L. G

eral Election

it states, in

eof :

enforcement a

Section 437

on has found,

me is

1977,

raves

C om-

Pa ra-

uthor ity

G A 2,

on

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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* A
reason to believe, that

violated 2 USC, Section

you

441

have

B. @4

MR. SPIEGEL:

Is it my understanding you are assert-

ing a Fifth Amendment privilege

with regard to our questions on

that subject?.

MR. GRAND

I ts I my understanding that my client

will assert his Fifth Amendment

privilege on my advice on that

subject.

BY

Q

MR. S

Mr.

A yes

MR.

PIEGEL:

Graves

vidua

GRAND:

No.

(Contimumn

an swe

MR. GRAND:

I wan

are you familiar with an indi-

named Roger Wilson?

want you respectfully

line to answer.

)Respectfully decline

the question.

t you to un

declination

which to yo

to de-

to

derstand that our

to answer questions,

u may seem harmless

DIETRCH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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w

assert on behalf of your client.

MR. GRAND:

you also, of course, a

with the recent c

States v. Tonry i

read the opinion,

that you do not h

jurisdiction over

proceedings which

brought.

re familiar

ase of united

n which, as I

the Court held

ave exclusive

all potential

might be

BY MR. SPIEGEL:

QMr. Graves, what is your present employ-

ment position.

A I respectfully decline to respond to your

question.

QCould you describe your relationship with

Mr. Roger Wilson?

A I respectfully decline, on the advice of

counsel, to decline to answer your

question.

Q Mr. Graves, I am going to show you a copy

of a list which is appended to an

audit report prepared on the McDermott

company and contains a list of 11

sums of money which were transfereed

DIETRJCH & BEINDIX, InC. 0 COURT REPORTERS 0 NEW ORLEANS * BATON ROU GE
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to Mr. Wilson. This list c

the period 1962 to 1971.

Are you familiar with any of the

tions that are set forth on

Si st ?

MR. GRAND:

Init ially

obje

it i

t ion

of p

plac

plac

bef o

have

late

7, 1

a th

t ion

overs

transac-

this

*let me voice apreliminary

ction to the question, since

nvolves purported transac-

s as described on this piece

aper, all of which took

e. the last of which took

e approximately three years

re the period over which you

any jurisdiction, since the

st transaction is December

971 and you are subject to

ree-year statute of limita-

S.

MR. SPIEGEL:

Is it Counsel's position that the

commission does not have investi-

gative authority to inquire into

acts which precede the date of

the statute of limitations?

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS * NEW ORLEANS 0 BATON ROUGE
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MR. GRAND:

That is my position.

MR. SPIEGEL:

Is it Counsel'Is position that the

commission does not have authori-

ty to inquire with respect to

any acts that took place prior

to the last effective date of

the statute of 'limitations?

MR. GRAND

That

MR. SPIEG

Let

is my position. That doesn't

need to be my position with

respect to these transactions

because they took place three

years before the period covered

by the statute of limitations.

EL:

me note for the record that it

would appear that certain of

these transactions are encompas

within a deposition that was

given recently to the SEC and

may relate to events that may

have occurred within the effec-

tive period covered by the

DIETRICH & BENDIX. Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE

C,

s eld



1

2

3

4

5

6

7

8

9

10

12

C- 13

14

15

e 16

16
I&w

MR. GRAND:

I don't really understand

are saying. Without

specific --

MR. SPIEGEL:

With respect

item on

actions

MR. GRAND:

Just

r

what you

more

to the last-numbered

this list of trans-

so the record will be clear,

that is Item No. 11, dated

7-19-71,

The document

by R. W.

Under the "De

head ing

and unde

"Account

"General

Sales Pr

the amount of $50,O00 0.

indicates it was received

Wilis on.

scription of payment"

it says "Sales Promotion*

r a heading called

charged" it says

and Administrative-

omotion."

DIETRCH & BENDIX. Inc. 0 COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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questions would go to that.

It's my understanding you are going

to refuse to answer those

questions?



2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

11)

23

24

25

qNb

his record

did receiv

I
wM

MR. SPIEGEL:

I see that is the correct descril

BY MR. SPIEGEL:

Q Mr. Graves, did you at any time have c

casion to receive such money?

A I respectfully decline, on the advice

counsel, not to respond to your

question.

QCould you state from whom you received

this money?

A I beg your pardon, sir?.

Q Could you state from whom you received

this money?

MR. GRAND:

I object to the aues ion hr

to indi-

e the

k him if he received

won't have that

the question.

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS S BATON ROUGE
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nothing in t

cate that he

money.

if you want to as

the money, I

objection to

MR. SPIEGEL:

Counsel, I will -

MR. GRAND:

Just trying to he

)t ion,

of



1

2

3

4

5

6

7

8

1*. 9

10

a a 18

BY MR. GRAVES:

Mr. Graves, with respect to that $50,000

transaction, did you testify before

an investigator of the Securities

and Exchange Commission on July 14,

1976?

A I respectfully decline, on the advice of

counsel, not to respond to your

question.

QAnd did you, in this testimony, refer to

the question of

ceived the $50.0

A I respectfully declin

counsel, not to

question.

Q And did you in this d

the turning over

money to Mr. Rog

A I respectfully declin

counsel, not

tion.

Q Mr. Graves, did yo

the making of

to candidates

A I respectfully dec

whether you had

00 sum of money?

e, on the advice

respond to your

re-

of

eposition refer to

e

e

to r4

u at

pol

fo r

1 mne

0

r

e

f this

Wilson

on the

spond t

sum of

advice of

o your ques-

any point discuss

it ica 1 contributions

federal office?

on the advice of

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 INEW ORLE-ANS * BATON R(A "GE
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1

2

3

4

5

6

7

8

9

4%! 10

MW
counsel, to respond to your qlue

MR. SPIEGEL:

Let the record reflect that Mr.

Wilson has been dead since

February of 1972.

BY MR

Q

MR. GRAND:

I don'It think I

SPIEGEL:

Mr. Graves, on or ab

1972, did you r

19

at ion.

will dispute that.

out

ece

mid-January,

ive an envelope

containing a

A I respectfully dec

counsel, not

question.

Q Mr. Graves, I am g

of a document

"Supplement t

testimony of

contains 12 n

ce rta i

line,

to res

n sum of money?

on the advice of

pond to your

oing to show you a

which

o July

Charles

umbe red

signature, "Charles

end; and then at the

to before me," and a

stamp.

Is this a document which

you?

is titled

14, 1976

L. Grave

pa rag rap

L. Graves

bottom,

notary p

copy

s,"o and

hs and

tat the

"Sworn

ublic

is familiar to

DIETRJCH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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MR. GRAND:

What do you call

Exhibit I?

MR. SPIEGEL:

commiss ion

appen

state

f ive

which

named

it, commission

Exhibit 1. It will be

ded to the deposition.

for the record that in

pages of this document,

is signed by a person

Charles L. Graves --

I

the

MR. GRAND:

You don 't know that.

MR. SPIEGEL:

The signature at the end has the

name, Charles L. Graves; so,

DIETRCH & BENDIX, Inc. 0 COURT REPORTERS * NEW ORLEANS 0 BATON R~OUGE

C7'

A I respectfully decline, on the advice of

counsel, to respond to your question.

QDoes that signature on the last page of

the document, is that your signature?

A I respectfully decline, on the advice of

counsel, to respond to your question.

MR. SPIEGEL:

I would like to enter this document

as Exhibit 1 and state for the

record that --

a



I for the record, let me state

2 the signature is Charles L.

3 Graves. I don't know if thi

4 signature is the same indivi

5 1 am speaking to, that is co

6 rect. This individual, who

7 identifies himself as Chairm

8 of the Board, President and

9 Chief Executive officer of J

10 Ray McDermott and company, i

11 this document refers to, amo

12 other things, a series of tr

C'13 actions involving cash and c,

C,14 tamn contributions to candid

1s for federal office out of th

1116 cash.

17 Included in this document is certi

18 information which relates to

19 questions to which the witne!

20 has just claimed his Fifth

21 Amendment privilege.

22 MR. GRAND:

23 For the record, I will object to t

24 characterization of the docun

25 The document, obviously, spea

DIETRICH & BENDIX, Inc. * COURT REPORTERS * NEWORLEANS * BATON ROUGE
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for itself, having it marked in

evidence minus the covering

letter that was attached to it,

so that what is being marked

as Commission Exhibit 1 is

simply a five-page document

marked "Supplement to July 14

S.E.C. testimony of Charles L.

Graves."

P IEGEL:

Mr. Grand, for

pleteness,

to attach

attached t

of Exhibit

The letter is a

Sporkin, D

Securities

s ion.

the sake

we will

the lette

o it and

of

be

r

ma

*the c on-

happy

that is

ke it par t

1.

letter to Mr. Stanley

ivision of Enforcement,

and Exchange Commis-

BY MR. SPIEGEL:

Q Mr. Graves, are you familiar with a docu-

entitled "Report of the Audit com-

mittee of the Board of Directors of

J. Ray McDermott and company,"' that

was published on April 12, 1977.

DIETRCH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUIGE
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A I respectfully decline, on the advice of

counsel, to respond to your question.

QMr. Gravest on or about the spring of

1974, did you have occasion to request

that certain officials of the

McDermott company transfer certain

sums of money to you?

A I respectfully decline, on the advice of

counsel, to respond to your question.

QCould you state the names of the persons

who were involved in these transfers,

assuming that they were, in fact,

authorized by you?

A I respectfully decline, on the advice of

counsel, to respond to your question.

QCould you state the reasons for these

transfers?

MR. GRAND:

Assuming that the transfers took

place; I find that objectionable.

If you wish to press the question,

he will answer in the same

fashion.

MR. SPIEGEL:

In the context that I questioned,

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS e NEW ORLEANS S BATON ROUGH
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I let me state for the record that

2 the subject matter on which

3 this question is based is the

4 material contained in the state-

5 ment signed by the signature of a

6 person purporting to be Charles

7 L. Graves, which statement is

8 contained in the record as

9 Exhibit 1.

10 MR. GRAND:

11 Do you want a specific declination?

12 He will decline.

.- 13 MR. SPIEGEL:

14 1 think we should have his specific

15 declination.

C*16 MR. GRAND:

17 okay.

18 BY MR. GRAVES:

19 Q Where were these moneys placed by you?

20 A I respectfully decline, on the advice of

21 counsel, not to respond to your

22 question.

23 Q was a record made of any of these trans-

24 f ers ?

25 A I respectfully decline, on the advice of

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS * BATON ROUGE
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counsel, not to respond to your

question.

QWhere is this money that I referred

my previous question at the pre

t ime?

A I respectfully decline, on the advic

of counsel, not to respond to y

question.

(Discussion held off the record.)

BY MR. SPIEGEL:

Q Mr. Graves. let me refer you to Para

6 of the document that we have

labeled as Exhibit 1. It refer

to a series of events which too'

place in 1974, and states that

instructed certain individuals

make contributions to candidate:

federal office out of corporate

funds.

Do you affirm the veracity of these

men t ?

MR. GRAND:

First,, I object to the characte:

to in

sent

e

our

graph

5

k

you

0~

s f or

state-

r iza-

tion of the document, but if

you would like him to answer

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS * BATON ROUGE
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of your characteriza

will, on my advice,

answer the question.

If you would like him to

decline," I am sure

happy to do so.

t ion,

decl1in

s ay, o

he wil

w qW

BY MR. SPIEGEL:

QIn that document which is placed before

you as Exhibit I it is stated by

the individual that signed it that

the basis for the statements in it

is an examination of certain books

and records and conversations with

employees of the McDermott Corpora-

t ion.

Could you state what books and records

were examined and what individuals

were spoken to in the context of

that document being written?

MR. GRAND:

Again, without conceding the accura

he

e to

so

be

BY MR. SPIEGEL:

Q Mr. Graves, could

record?

A I respectfully dec

state that f or the

line , on the advice of

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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A a

out of cor

mcDermott

A I respectfully

counsel, t

Q Have you.or any

authority

out of cor

McDermott

tions made

political

A I respectf ully4

28

porate moneys of the

Corporation?

decline, on the advice of

o respond to your question.

person acting under your

reimbursed any individuals

porate moneys of the

corporation for distribu-

to candidates for federal

off ice?

Jec line, on the advice of

counsel, to respond to your question.

(whereupon, Mr. Grand confers with

witness .)

MR. SPIEGEL:

Does Counsel want to go of f the

record?

MR. GRAND:

It doesn't matter; we'll

THE WITNESS:

Forgive me, I am. hard of

p a ss

h ea ring.

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 B3ATON 1M)1JGV
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person acting
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MR. GRAND:

I hear you.

You don't want

argument,,

make prog

me to spin

that is not

ress for us.

out an

going to

BY MR. SIEGEL:

Q Have you and Mr. Mayers ever ha

to discuss Mr. Mayers maki

with the Federal Election

regarding your making of

d occasion

ng contact

commiss ion

political

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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BY MR. SPIEGEL:

QMr. Graves. have you at any time employed

an attorney named Daniel K. Mayers

in connection with the subject matter

of questions that I have been asking

you?

A I respectfully decline, on the advice of

counsel, to respond to your question.

MR. SIEGEL:

I must say I f ind I have some trouble

in my logic processes in under-

standing how that calls for a

Fifth Amendment privilege.

I address that to both Counsel and

client.
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You raise, in addition, the spectre

of invasion of the attorney-

client privilege as well as the

other privilege we have been

alluding to.

MR. SPIEGEL:

I do raise that spectre. I don't

know, necessarily, if that

spectre is invaded.

MR. GRAND:

I will object to the question

grounds that it attempts

invade the sacred attorne

client privilege, and my

will decline to answer on

grounds, in addition.

on the

to

client

that

BY MR. SPIEGEL:

QMr. Graves, to your knowledge

contact made between Mr.

officials of the Federal

commission at any point

was any

Mayers and

Election

in September

DIETRCH & BEINDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUCE

a
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federal off ice out of McDermott

corporate funds?

MR. GRAND:
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of 1976.

A I respectfully decline, on the advice of

counsel, to respond to your question.

M r. Graves, are you presently the subject

of a federal grand jury investigation',

MR. GRAND:

I think that question

answe red

Graves h1

Ass istan

who is i

ceed ing.

you from

the Assi

Attorney

recently

it's my

Graves i

subjects

could be better

by me, because Mr.

as not met with the

t United states Attorn

n charge of that pro-

I have, and I can te

my conversations with

stant United states

Daniel Bent, as

as this morning, that

understanding that Mr.

s one of a number of

of such a grand jury

ey

11

investigation.

(Discussion held of f the record.

BY MR. SPIEGEL:

Q We'll ask one last question on the record.

Mr. Graves, could you state the names of

any individuals who you may have

DIETICH & BENDIX, Inc. S COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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that you have to carry out, and

that in the coi

out those resp

may be given ar

conciliate witi

or with the Coii

We are anxious to pa

conciliation Pr

anxious to coo;

investigation a

performance of

duties.

we felt compelled to

position that w

virtue of the e

parallel crimin

but, as i have

in the past and

we are anxious

your investigat

to me that you

irse of carrying

)insibilities, we

Sopportunity to

ieither the staff

amiss ion.

Lrticipate in that

ocess. we are

erate with your

Lnd with your

your statutory

e

x

a

t4

to certain material

have alluded to tod

allow you to conduc

tial investigation,

take the f

took toda

istence of

1 investig

rdicated t

~eiterate

D cooperat

:)n and it

:have acci

orma1

y by

a

at ion

o you

t od ay,

ein

seems

LhS S

s which you

ay which will

t a substan-

which I hope
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will lead to the conciliation

process and perhaps give us an

opportunity to furnish you, on

an informal basis, with addi-

tional information, so long as

it's done in a way that will

not jeopardize the privilege.

MR. SPIEGEL:

Counsel, I do hear you.

I think the problem we run into her

is over the word "certain in-

vestiqative materials. 1 we ar

trying to f ill in certa

in our information.

(Discussion held off the record.)

MR. GRAND:

We will waive any formal req

of certification .

in gaps

u irement 5

(Whereupon, the taking of the deposition

was concluded. )

--- 000---
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1 CER T IF IC AT E

2

3 I. David L. Bendix. a certified shorthand

4 Reporter, state of Louisiana, do hereby certify

5 that the foregoing transcript is true and cor-

6 rect, as reported by me and reduced to type-

7 writing under my personal supervision.

8

9

D VID L. BENDIX
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tMr. Stanley SporkiDrco
Division of Enforcement
Securities and Exchange Commission
500 North Capitol Street
Washington, D. C. 20549

Re: J. Ray McDermott Company, Inc.
HiO-932

Dear Mr. Sporkin:

We 'nave been retained to represent 1-r. Cjharles
L. Graves personally in connection with the above
orEC Private invest-9gation. O~n July, 14, 1976 .'*1r. Graves
voluntarily testified before members of the Staff Of
the Enforcement Division. On August 20, 1976 Mr. Graves
provided the Staff with a supplement to his testimony
dated August 18, 1976.

,r. Graves' testimony and supplemient are exempt
from~~~~~~~r Guli dicosr une heFedm fIfomto

from 5uli diSosC. une 552, spcfialytedo forh sixth-%-i
And seet exempions In 55,seiiaditon theouit Coite
ofd thent Board oteompan hen a udtothoruie tonmte
condct Bar toougthe investigaionean atopriepar ao
reordut a thouhe mattestioftconernd to thepaSEC.
Disclosuretof sesie inomatieso oen in atae ofC

completion of the investigation and report could be



.a

-2 -

prejudicial to the Company, its shareholders, and
individuals who may be involved. Therefore, we
specifically request, pursuant to SEC 1933 Act
Release No. 5571, that Mr. Graves' testCimony and
supplement thereto be maintained in a strictly
confidential status and not be disclosed to any
third parties. In the event that disclosure of the
testimony or supplement or information obtained
tk-herpfrom becomes the subject of a request for
disclosure for any third party or that disclosure
to any third party otherwise becomes a subject of
consideration by the Staff or the Cormmission, wo
specifically request notice in advance of such
disclosure and an opportunity to seek a protective
order from the Commission or an appropriate court.

Si cer9ey,

Dan K. M ye s

cc: Robert,- G. Ryan
Peter- B. Clark



IN THE M11ATTER OF CONFIDENTIAL
J.- RAY 1McDERMOTT & CO., INC. TREATMENT
FILE NO. HO-932 REQUESTED

SUPPLEMENT TO JULY
14, 1976 SEC TESTIMONY
OF CHARLES L. GRAVES

CHARLES L. GRAVES, having been duly sworn, deposes and states:

1. I am Chairman of the Board, President and Chief Executive

Officer of J. Ray 'McDermott 40k Co. , Inc. , New Orleans,

Louisiana.

2. On July 14, 1976, I appeared~ voluntarily before members of

the staff of the Enforcement Division of the Securitibs

and Exchange Commission to give testimony in the matter of

J. Ray !M1cDermott &Z Co., Inc., File No. IO-932.

3. Previously, on July 9, 1976, I had undergone the latest in a

series of laser treatments at Wimer Institute in Balti-

more, M0aryland for severe diabetic retinopathy, a conse-

quence of long-term diabetes, which can ultimately result

in blindness. I have been undergoingr such treatments

periodically since June, on the advice of my optharnologist

that such treatments were imperative if I were to keep my

sight. In connection with these treatments I have been

advised by Dr. Patz, Director of 'Wilmer Institute, to

avoid all strenuous and stressful activities which could

cause hemmorrhaging and other complications. At the time

of my SEC testimony, I had just returned from the Wilmer

Institute, and was not able to review in any depth the



s ubject areas of concern to the SEC staff attorneys or to

refresh my recollections by reference to my own records and

files. I was still feeling the effects of the laser treat-

ment, was having trouble with adjusting my sight to light,

was experiencing substantial discomfort due to irritation

of my cornea, and generally felt disoriented.

4. Some time after I had testified, I was informed that Nelson

Crews had recalled that he had received cash from me in

connection with political contributions. Mr. Crews' re-

collection in turn jogged my memory. I immediately rea-

lized that he was correct, and that I had failed to recall

these events at the time of my SEC testimony. I have now

done further checking, both of my own files and records

and in conversations with other company employees. As a

result, I realized that my inability to recall these events

may have affected the accuracy and completeness of certain

areas of my July 14 testimony. On August 4 I informed

each member of the Audit Committee concerning, these matters

and of my intention, based on my recollection of what I had

told the SEC, to supplement my testimLony, if necessary.

5. On August 16, 1976, 1 retained counsel to represent my

personal interests in connection with the ongoing SEC in-

vestigation, and the recently-authorized investigation by

the Audit Committee of the Board of Directors of the Com-

pany. On August 17, 1 was provided for the first time

with a transcript of my July 14 SEC testimony, and re-

quested that I read the transcript and review it carefully

for completeness and accuracy. I promptly read the transcript



and reviewed it with my counsel. I am submitting this

supplement to my testimony in order to provide the SEC

with as full and complete information as possible based

on my best present recollection.

6. Referring specifically to page 19, line 10, where I said

that the envelope when given to me by 'MIr. Cunningham in

1972 contained $1500 in cash, I now realize that the en-

velope must have contained more. My best estimate is that

the envelope must have contained approximately $6000.

7. 1 had arrived at the $1500 figure based on my recollection

that when I had last counted the cash, which was in early

1976, there was approximately $13,300, $12,000 of which

(as to which I testified on pages 41-42. of my testimony)

was added by me more than two years after I received the

cash from 'Mr. Cunningham. However, I did not again count

the cash before I appeared to testify and my recollection

from early 1976 was not completely accurate. In fact,

based on a recent count, the cash amounts to $13,200. I

am certain no cash was added or withdrawn after the time

I counted it in early 1976. 1 simply was off by $300 in

remembering7 the amount.

S. Moreover, in making the above calculation, I had neglected

to take account of certain cash disbursements prior to

1976 which I had not recollected at the time of my testi-

mony. As I have now been able to reconstruct it, those

cash disbursements are as follows: In September of 1972



I gave $1,000 in cash to Mr. John D Dupy, who was then

the Company Treasurer, who at my request had contributed

an identical amount to the 1972 Victory Dinner Committee.

In August 1974, I gave approximately $1,000 cash to Nelson

Crews, instructing him to arrange for an identical amount

of contributions from Company employees to the campaign

of Henson Moore, a Congressional candidate from Baton

Rouge. In October, 1974, I again gave 1Mr. Crews approximately

$1,000 cash and asked him to arrange for similar contributions

to the M",oore campaign. Also in October, 1974, I grave $600

-~ cash to Mr. E. B. Gravois, a company employee, to purchase

six tickets to a dinner honoring Senator Long of Louisiana.

In March, 1975, I gave Mr. Gravois $1,200 cash and asked

him to arrange for contributions totalling that amount to

be made by company employees to David Treen, a Congressman

from Louisiana, to help make up a campaign deficit.

1'"9. The above constitutes my best present recollection of any

* and all withdrawals made by me from the cash given to me

by Mr. Cunningham. These withdrawals total approximately

$4 ,800. Accordingly, I now believe that the envelope

that I received in 1972 must have contained approximately

$6000. ($13,200 - $12,000 + $4800 = $6000)

10. During the period from 1972 to present I have contributed

approximtely $15,000 of my personal funds to political

part ies, candidates and committees, including those refer-

red to above. At no time did I cause myself to be



reimbursed with regard to these contributions, nor have

I been.

11. My testimony on pages 41-42 of the transcript regarding

the repatriation of $12,000 cash should be read in the

context of my refreshed recollection of the events des-

cribed in paragraph 8 above. In other words, even though

none of such money has ever been expended for any purpose,

one possible use for such funds would have been the sup-

port of political campaigns.

12. I would be most willing to respond under oath to any

further questions which the SEC attorneys may wish to ask

with regard to the above statements, or any other matter

pertinent to their investigation.

Sworn to before me this

______day of 9______,1976.

%0D DUPYO Netary P~-
Pail~i of OrWOsaState o! L

MY cOUYWR?*5,$O Exvpires at
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DIIETRICH BE ~NDIX\ic

August 5, 1977

Mr. Ernest B3. Cravois
330 Camellia Drive
Thibodaux, La. 70301

Re: J. Ray McDermott & Co., etal., mo. MUR 254 (76),
Federal Election Commission - Our Job #2809

Dear Mr. Cravois:

Herewith your original testimony taken 8/4/77 in the above
cen :~e u-tr or yO2Pa an auc -7

Any correCctions ca n be made on the sheet attached for that
purpose. Please do not mark on the pages themselves. The testimony
can be signed in the appropriate space provided on page 16.

When rca ding and signing is completed, please return the
deposition to this office so that we can forward it to Mr. Spiegel.Atapdre turn envelopeo is enclosed foryorcneic.

Th-nL JU fox your cooperati-ojj inths iatter.

Sincerely youzs,

KC

Sue L. /f~errer
Admiunistrative Assistant

cc: David P. Spiegel, Esq.
Maurice M. McDermott, Esq.

FEDERAL E~W

pFIEOf GENERA.' i..SE

3 0 14



FEDERAL ELECTION COMMISSION

1325 K Street, N.W.

Washington,
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IN THE MATTER OF:

D.C. 20463

NO. MUR 254 (76)

J. RAY MCDERMOTT & CO.,
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TESTIMONY OF
taken by the
commission hi
of Dietrich
Suite 1221,
Avenue,, New
on August 4.

ERNEST B. GRAVOISo
Federal Election
rein at the offices
Bendix9 Inc.,

33 St. Charles
rleans, Louisiana,
1977.
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APPEARANCES:

For the commission:

FEDERAL ELECTION
1325 K Stree
Wash ington,

COMMISSION
!t, N.W.
D. C. 20463

BY: DAVID R. SPIEGELe
-and-

ANDREW ATHY, JR.* ESQ,

For the Witness:

MESSRS. MARTIN,
& MORVILLO,

OBERMA IER

1290 Avenue of the Americas
New York, N. Y. 10019

BY: MAURICE

RE PORTED BY:

M. McDERMOTT, ESQ.

DAVID L. BENDIX
certif ied Shorthand Reporter

state of Louis iana

--- 000---

DIETRTCH &BENDIX, Inc. 0 COURT REPORTERS0NWORAS0BTNRUG

ESQ.*
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ERNEST B.

Camellia Drive,

GRAVOISv

Thibodaux, Louisiana

703

oat

01, testified

h hereinafter

BY MR. SPIEGEL:

QMr. Gravois,

hand, p

Do you swear

nothing

as follows Pu

administered:

EXAMINATION

could you raise

lease.

to tell the who

but the truth?

rsuant to the

1

your right

e truth and

A I do.

Q This is an investigation by the Federal

Election commission foll,.ug a finding

of reason to believe, involving cer-

tain violations by the members and.

officials of the McDermott Corporation

my name is David Spiegel and I will be

doing the questioning, Mr. Gravois.

Do you have an attorney present?

A Yes.

MR. SPIEGEL:

could your attorney state his

MR. MCDERMOTT:

Maurice McDermott, of counsel

Obermaier & morvillo, 12

name.,

Martin,

90

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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11 Avenue of the Americas# New York,

2 New York,

3 BY MR. SPIEGEL:

4 Q Mr. Gravois, what position do you hold

5 with the McDermott company?

6 A on the advice of counsel* I respectfully

7 decline to answer any questions and

8 assert my Fifth Amendment privileges.

9 Q This assertion applies to your position

10 with the McDermott Corporation?

11 I'm not sure I understand the privileges.

12 MR. MCDERMOTT:

13 We're not going to litigate the

14 question of whether or not the

7-15 privilege applies. I think it

16 does.

17 BY MR. SPIEGEL:

18 Q What are the responsibilities of your

19 position?

20 A on the advice of counsel, I respectfully

21 decline to answer any questions and

22 assert my Fifth Amendment privileges.

23 MR. SPIEGEL:

24 I think, in the interest of speed,

25 if you do want to assert that

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS * BATON ROUGE



ILJ~

0

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEA*NS 0 BATON ROUGB



0 0 6

1 previous question.

2 MR. SPIEGEL:

3 okay,

4 BY MR. SPIEGEL:

5 Q On or about October of 1974, did you have

6 occasion to speak to Mr.Grav'es re-

7 garding the making of a contribution

8 to the election campaign of Russell

9 B. Long?

10 A same answer.

1Q Did Mr. Graves, in connection with this

12 discussion, give you a sum of company

13 money which he asked you to distri-

14 bute to certain individuals who would

15 then make contributions to the Long

16 campaign?

17 A same answer.

18 Q Are there any records of this conversation?

19 A same answer,

20 MR. SPIEGEL:

21 Let me interject at this point, we

22 have served a subpoena asking

23 you to testify today, and it

24 also contains a request that

25 certain records be produced.

DIETRCH & BENDIX, Inc. * COURT REPORTERS * NEW ORLEANS 0 BATON ROUGB3
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QHave you ever been asked to make any

contributions to a federal election

campaign.--

A same answer.

Q Well, you are anticipating me.

Have you ever been asked to make contri-

butions to a federal, campaign for

a federal officeholder- within the

past three years out of funds which

you knew contained McDermott corporat

moneys?

A same answer.

QHave you ever been reimbursed out of

McDermott corporate funds for contri-

butions that you have made to candi-

dates for federal political office?

A same answer.

Q Have you, yourself, made any contributions

to candidates for federal political

office,.--

A same answer.

Q -- out of personal funds?

A same answer.

QDid you make a contribution of $1,000 to

the Treen for Congress committee on

DIETRCH & BEINDIX, Inc. 0 COURT REPORTERS * NEW ORLEANS 0 BATON ROUGH

C,

e
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July, '74?

A same answer.

Q Did you make a contribution of$

the Henson Moore for Congre

mittee on September 9, 1974

A same answer,

Q on October 10 of

wife make a

for Congress

A same answer.

Q on November 4. 19

contribution

for Congress

A same answer.

Q And on April 29,

contribution

'74, did you

contr ibut ion

committee 0

74,

of

Coin

1975

of

d

$

id you

100 to

ittee?

and

to

f $5

your

the Treen

00?

make a

the Moore

, did you make a

$200 to the Treen for

Congress Committee?

A Same answer.

QAre you or were you familiar with an indi-

vidual named R. G. Wilson?

A Same answer.

MR. SPIEGEL:

Let the record reflect that Mr.

Wilson has been dead since

February of 1972.

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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BY MR. SPIEGEL:t

QAre you still invoking your constitutional

privilege?

A Same answer.

QMr. Gravois, I am going to show you a

list of 11 payments to Roger W,

Wilson. The list is appended to a

report which is called the Report of

the Audit committee of the Board of

Directors of J. Ray McDermott, and

it's dated April 12, 1977.

Preliminarily, let me ask you, are you

familiar with this report?

A same answer.

QHave you ever had occasion to speak with

any of the individuals who were pre-

paring this report?

A same answer.

QOkay. Let me show you this list, which

is marked Exhibit 3, and which I

refer to as payments to Roger W.

Wilson.

Are you familiar with the details of any

of the transactions shown in that list

A same answer.

DIETRCH & BENDIX, Inc~ S COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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MR. SPIEGEL:

Let the record reflect that these

transactions cover a period

June of 1962 to December of

f rom

'71.

BY MR. SPIEGEL:

QWere you aware of the existence of any

fund maintained by Mr. Wilson in

connection with these transactions?

A same answer.

QAre you or were you aware of any fund

maintained by Mr. Graves that was

used to make contributions to candi-

dates for federal political office?

A Same answer.

Q Do you know whether, assuming the fund

maintained by Mr. Graves existed,

there were, in fact, contributions

to candidates for federal political

office made out of it?

A same answer.

Q Are you aware of whether McDermott corpo-

rate moneys were used in this f und

maintained by Mr. Graves?

A same answer,

Q Are you now the subject of any federal

DIETRICHI & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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I grand jury investigations?

2 A same answer.

3 Have you ever testif ied before any federal

4 grand juries in connection with vio-

5 lations of federal election campaign

6 laws?

7 A Same answer.

8 Q Do you anticipate at any time testifying

9 before any federal grand juries in

10 connection with violations of federal

11 election campaign laws?

12 A same answer.

13 Q Have you ever been offered immunity in

14 connection with testifying as to

15 violations of statutes involving

16 federal election campaign financing?

17 A same answer.

18 Q Are you familiar with the statutory pro-

19 visions of 2 Usc 9 Section 441, which

20 deals with prohibition on contribu-

21 tions by corporations to federal

22 election campaigns?

23 A same answer.

24 Q Have you ever been offered immunity in

25 connection with testifying on this

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS * B3ATON ROUGE
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statute?

same answer.

MR. SPIEGEL:

I have no further

Andy, do you have

to askc?

EXAMINATION

BY MR. ATHY:

Q Mr. Gravois, didy

bution to a f

name of anoth

A Same answer.

MR. SPIEGEL:

okay. we hay

(Discussion held o

MR. SPIEGEL:

Mr. Gravois,

a witnes

ing the

ments in

MR. MCDERMOTT:

well, in that

send Mr.

and send

Morvillo

questions.

anything you want

~ou ever make a contri-

'ederal candidate in the

Ler?

e no further questions.

ff the record.)

do you wish to sign

s-certificate, certify-

accuracy of the state-

this testimony?

regard,

Gravois

ma r t in

a copy

why don't you

the original

Obermaier &

and we'll look

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEIANS 0 BATON ROUGE
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I

mony g

c orrec

if any

over a copy and

time whether or

--- 000---

WITNESS'S CERTIFIC

have read the above and

iven by me, and the same

t subject to the attached

decide

not to

at that

sign it.

ATE

foregoing testi-

is true and

corrections,

ERNEST B. GRAVOIS

---00---

I. David L. Bendix, a Certified Shorthand

Reporter, State of Louisiana, do hereby certify

that the foregoing transcript is true and cor-

rect, as reported by me and reduced to type-

writing under my personal supervision.

DAVID L. BENDIX
certif ied Shorthand

Reporter
state of Louisiana

--- 000---

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW oRLP-ANS 0 BATON ROUGH
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FEDERAL ELECTION COMMISSION

1325 K Streetg N.W.

Washington, D.C. 20463

0 0 * S . 0 0 0 0 0 0 0 0

IN THE MATTER OF:

*NO. MUR 254

J. RAY MCDERMOTT & CO.. ET

0 0 0 0 0 *0 0 0 0 0 S 0

A L

& 0

TESTIMONY OF
taken by the
commission h
of Dietrich
Suite 1221.
Avenue, New
on August 3,

CHARLES
Federal

erein at
& Bendix.
333 St . C
Orleans.

1977.

L. GRAVESs
Elect ion
the offices
Inc.,,

har les
Louisiana,

--- 000---

EDERM ELVC MtAISS111

Dietriclh & Bendix, Inc.

333 ST. CHARLES AVENUE, SUITE 1221

NEW ORLEANS, LOUISIANA 70130 - 522-3111
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0
APPEARANCES:

For the Commission:

FED ERAL
1325 K.

ELECTION COMMISSION
Street, N. W.

Washington, D. C. 20463

BY: DAVID R. SPIEGEL,
-and-

ANDREW A THY*

ESQ.0

JR., ESQ.

For the witness:

MESSRS.
375 par

GRAND & OSTROW
k Avenue

New York, N. Y. 10022

BY: PAUL R. GRAND, ESQ.

RE PORTED BY: DAVID L. BENDIX
Certified Shorthand Reporter

State of Louisiana

--- 000---

DIETICH& BNDIX In. *COUR REORTRS NEW ORLEANS 0 BATON ROUGE
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mailed to Mr. Gravest which

subpoena calls for, not only

his personal appearance here --

not specifically on this date,

but it was adjourned to this

date .. and which calls for the

production of various documents.

I have told these gentle

today that many of

sought appear, from

the subpoena, to be

documents, and I be

those documents are

ody and control of

tion, to the extent

exist, and that the

within mr. Graves'

or power to produce

fore, a subpoena fo

ments should proper

to the corporation.

with respect to other do

could be denominate

documents, and I no

subpoena calls for

men prior to

the documents

the face of

corporate

lieve that

in the cust-

the corpora-

that they

y are not

possess ion

;and, there-

r such docu-

ly be addresse

cument 5,

d as per

te that

document

i t

s ona 1

the

s

DIETRCH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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S

A ttorney

gat ion,

tional p

Graves h

Accord ingly,

gent leme

not test

my advic

counsel,,

Fifth Am

an swer in

Similarly, we

and

rely

rotec

a

I

n

i

e

e

g

gr

on

t i

and jury investi-

the constitu-

ons which Mr.

a.

have advised these

that Mr. Graves would

fy today and that on

. the advice of his

he would assert his

ndment privilege against

any questions at all.

take the same position

with respect to the production

of any documents which might be

deemed to be his personal docu-

ments.

MR. SPIEGEL:

Mr. Grand, let me see if I understand

your position.

DIETRICH & BENDIX, Inc. * COURT REPORTERS S NEW ORLEANS 0 BATON ROUGE

a

N

r_1
district, and that while we hope

to cooperate with the Federal

Election commission in the

exercise of their statutory

responsibilities, we also have

to, in the face of the U. S.
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1

2

3

4

5

6

7

8

9

10

11

12

MR. GRAND:

Correct.

MR. SPIEGEL:

I have not proposed any questions

yet, but you are --

MR. GRAND:

I understand that. obviously, I

make tha

text of

had in t

text of

invest ig

duct ing,

of that

on my ab

subpoena

cat ions

Now, you can

as sert io

t

th

he

tatement

discuss

past and

my un

at ion

and

inve s

ility

and

with

eithe

n or

der 5

whi

of m

t iga

to

your

my c

r ac

you

in

ions

in

the

we

the

c on-

have

con-

tanding of the

ch you are con-

y understanding

tion, based

read both the

prior communi-

lient.

cept that

can ask indi-

vidual questions, as you are

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE

I-

you are saying that you claim a

blanket Fifth Amendment privilege

to any questions I may ask, re-

gardless of their scope or

nature?
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free to do, and he can assert

the privilege repeatedly, if

you like.

MR. SPIEGEL:

We do wish to ask certain questions.

I just want to be sure we

understand your position.

Is it that all statutes by which Mr.

Graves has received prior noti-

fication, the commission has

reason to believe a violation

has been committed, are subject

to his Fifth Amendment privilegel
I

don 't understand the

eat the question, please

nding question was read

Reporter.)

und

d s.

unde

unde

erstand,

rs t

rst

and

and

on a number

the

the

syntax.

reference

DIETRICH & BEINDIX, Inc.*0 COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE

MR. GRAND:

I am sorry, I

question

MR. SPIEGEL:

Would you rep

(whereupon, the pe

back by the Court

MR. GRAND:

I still don't

of groun

One, I don't

Trwo, I don't



r
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reason to believe* that

violated 2 Usc, section

MR. SPIEGEL:

Is it my

ing

with

that

MR. GRAND:

It's m.

w

p

5

MR. SPIEGEL:

Mr. Graves,

vidual

A yes.

MR. GRAND:

No.

understanding you

a Fifth Amendment

regard to our que

subject?

y understandin

ill assert his

rivilege on my

ubject.

are assert-

privilege

stions on

g that my client

Fifth Amendment

advice on that

are you familiar with an indi-

named Roger Wilson?

want you respectfully

line to answer.

to de-

A (continuing) Respectfully decline to

answer the question.

MR. GRAND:

I want you to understand that our

declination to answer questions,

which to you may seem harmless

DIETRJCH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGB

11

have

B4."

you

441

BY

Q

N
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4

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

12

background or introd

tions, is not a capt

nation. There is a

body of law on the s

waiver of privileges

than run the risk of

with an argument or

that such privilege

waived, it is my adv

client that he decli

all questions to be

to him today which i

conceivably might re

the subject of your inquiry.

MR. SPIEGEL:

I understand, Mr. Grand, as I think

we discussed in our off ice con-

versation, the Commission has

an exclusive, primary civil

jurisdiction which we believe

applies to this investigation.

Our questions we are proposing are

encompassed within this authority

and, of course, you may assert

any privilege that you wish to

DIETRICH & BENDIX, InC. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUG8

aU-

uctory ques-

ious decli-

substantial

ubject of

Sand, rather

being faced

a ruling

has been

ice to my

ne to answer

presen ted

n any way

late to
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assert on behalf of your client.

MR. GRAND:

you also, of course,

with the recent

states V. Tonry

read the opinion

that you do not

jurisdiction ove

proceedings whic

brought,

are familiar

case of United

in which, as I

. the Court held

have exclusive

r all potential

h might be

BY MR. SPIEGEL:

QMr. Graves, what is your present employ-

ment position.

A I respectfully decline to respond to your

question.

QCould you describe your relationship with

Mr. Roger Wilson?

A I respectfully decline, on the advice of

counsel, to decline to answer your

question.

QMr. Graves, I am going to show you a copy

of a list which is appended to an

audit report prepared on the McDermott

company and contains a list of 11

sums of money which were transfereed

DIETRICH & BETNDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEA-NS * BATON ROUGE

a

C-

F-1



U
to Mr. Wilson. This list covers

the period 1962 to 1971.

Are you familiar with any of the tran

tions that are set forth on this

list?

MR. GRAND:

Initially, let me voice aprelimi

object ion

it involve

tions as d

of paper,

place, the

place appr

before the

have any j

to the question# since

s purported transac-

escribed on this piece

all of which took

last of which took

oximately three years

period over which you

urisdiction, since the

latest trans-action is December

7, 1971 and you are subject to

a three-year statute of limita-

tions.

MR. SPIEGEL:

Is it Counsel's position that the

commission does not have investi-

gative authority to inquire into

acts which precede the date of

the statute of limitations?

DIETRICHi & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE

sac-

nary

I to

Is

14
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MR. GRAND:

That is my position.

MR. SPIEGEL:

Is it Counsel's posi

Commission does

ty to inquire w

any acts that t

to the last eff

the statute-'of*

MR. GRAND:

That is my position. That doesn't

need to be my position with

respect to these transactions

because they took place three

years before the period covered

by the statute of limitations.

MR. SPIEGEL:

Let me note for the record that it

would appear that certain of

these transactions are encompas

within a deposition that was

given recently to the SEC and

may relate to events that may

have occurred within the effec-

tive period covered by the

sep

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE

I-

qW

tion that the

not have authori-

ith respect to

ook place prior

ective date of

limitations?
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MR. GRAND:

I don't really understand

are saying. without

specif ic --

MR. SPIEGEL:

With respect

item on

actions

what you

more

to the last-numbered

this list of trans-

MR. GRAND:

Just so the record will be clear,

that is

7-19-71.

The document

byR. W.

Under the "De

head ing

and unde

"Account

"General

Sales Pr

Item NO. 11,

the amount

indicates it

Wilson.

scription of

it says "Sal

r a heading

charged" it

and Adminis

omotion."

dated

of $50,000.

was received

payment"

es promotion,

called

says

trat ive-

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEIANS 0 BATON ROUGH
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ail 16

statute of limitations* and ou

questions would go to that.

it's my understanding you are going

to refuse to answer those

questions?



MR. SPIEGEL:

I see that is the correct descrip

BY MR. SPIEGEL:

QMr. Graves, did you at any time have o

casion to receive such money?

A I respectfully decline, on the advice

counsel, not to respond to your

question.

QCould you state from whom you received

this money?

A I beg your pardon, sir?

Q Could you state from whom you received

this money?

MR. GRAND:

I ob-ject to the question. There

nothing in this

cate that he di

money.

if you want to ask h

the money, I wo

objection to th

MR. SPIEGEL:

Counsel, I will --

MR. GRAND:

Just trying to help.

record to indi-

d receive the

im if he received

n't have that

e question.

DIETRICH & BENDIX, Inc- * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGS

a a 17

t ion

of

i s

c-
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Q And did you in this deposition refer to

the turning over of this sum of

money to Mr. Roger Wilson?

A I respectfully decline, on the advice of

counsel, not to respond to your ques-

tion.

Q Mr. Graves, did you at any point discuss

the making of political contributions

to candidates for federal office?

A I respectfully decline, on the advice of

DIETRICH & BENDIX, Inc. * COURT REPORTERS * NEW ORLEANS 0BATON ROUGS

at

BY MR. GRAVES:

QMr. Graves, with respect to that $50,000

transaction, did you testify before

an investigator of the securities

and Exchange Commission on July 14,

1976?

A I respectfully decline, on the advice of

counsel, not to respond to your

question.

QAnd did you, in this testimony, refer to

the question of whether you had re-

ceived the $50,000 sum of money?

A I respectfully declineon the advice of

counsel, not to respond to your

question.
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MR. GRAND:

I don'It think I will dispute that.

MR. SPIEGEL:

Mr. Graves, on or about mid-January,

1972,s did you receive a

containing a certain st

A Irespectfully decline, ont

counsel, not to respond

question.

Q Mr. Graves, I am going to sh

of a document which is

"Supplement to July 14,

testimony of Charles L.

contains 12 numbered pa

signature, "Charles L.

endl and then

to before me,

stamp.

Is this a document

you?

at the

tand a

im

he

It

envelope

of money?

advice of

o your

ow you a copy

t itl1e d,

1976 S.E.C.

Graves," and

ragraphs and

Graves", at the

bottom,. "Sworn

notary public

which is familiar to

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS * BATON ROUGE

BY

Q

counsel, to respond to your question,

MR. SPIEGEL:

Let the record ref lect that Mr.

Wilson has been dead since

February of 1972.
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MR. GRAND:

what do you call

Exhibit 1?

MR. SPIEGEL:

commiss ion

appen

state

f ive

which

named

it, commission

Exhibit 1. It will be

ded to the deposition.

for the record that in

pages of this document,

is signed by a person

Charles L. Graves --

MR. GRAND:

you don't know that.

MR. SPIEGEL:

The signature at the end has the

name, Charles L. Graves; so,

DIETRICH & BENDIX. Inc. * COURT REPORTERS * NEW ORLEANS 0 BATON ROUGE

I-

I

the

a

A I respectfully decline, on the advice of

counsel, to respond to your question.

QDoes that signature on the last page of

the document, is that your signature?

A I respectfully decline, on the advice of

counsel, to respond to your question.

MR. SPIEGEL:

I would like to enter this document

as Exhibit 1 and state for the

record that --
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A&w

cash.

Included in this

information

questions to

has just cla

for the record#

the signature is

Graves. I don't

signature is the

I am speaking to

rect. This mndi

identifies himse

of the Board, Pr

Chief Executive

Ray McDermott an

this document re

other things, a

actions involvin

tamn contributio

for federal offi

d

fe

s e

g

n s

ce

d oc ume

w*hich

which

imed h

company* in

rs to, among

ries of trans-

cash and cer-

to candidates

out of this

nt is certa

relates to

the witnes

is Fif th

in

the

5

Amendment privilege.

MR. GRAND:

For the record, I will object to the

characterization of the document.

The document, obviously, speaks

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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let me state

Charles L.

know if this

same individual

,that is cor-

vidual, who

if as Chairman

esident and

officer of J.
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MR. SPIEGEL:

Mr. Grand, for the s

pleteness, we w

to attach the 1

attached to it

of Exhibit 1.

The letter is a lett

Sporkin, Divisi

Securities and

s ion.

BY MR. SPIEGEL:

QMr. Graves* are you famil

entitled "Report of

mittee of the Board

J. Ray McDermott and

was published on Apr

ake of

ill be

etter

and ma

the c om-

happy

that is

ke it part

er to Mr. Stanley

on of Enforcement,

Exchange Commis-

iar with a docu-

the Audit Coin-

of Directors of

company," that

il 12, 1977.

DIETICH & BENDIX, Inc.*0 COURT REPORTERS * NEW ORLEANS * BATON ROUGI

£
A

for itself* having it marked in

evidence minus the covering

letter that was attached to it1

so that what is being marked

as commission Exhibit 1 is

simply a five-page document

marked "Supplement to July 14

S.E.C. testimony of Charles L.

Graves.*"



0
A I respectfully decline, on the advice

counsel, to respond to your ques

Mr. Graves, on

1974, did

that cert

McDermott

sums of m

A I respectfully

counsel,

Q Could you stat

who were

or about the spring of

you have occasion to requesi

ain officials of the

company transfer certain

oney to you?

decline, on

to respond t

e the names

involved in

the advice

o your ques

of the pers

these trans

of

tion.

on s

f ers,

assuming that they were, in fact,

authorized by you?

A I respectfully decline, on the advice of

counsel, to respond to your question.

QCould you state the reasons for these

transfers?

MR. GRAND:

Assuming that the transfers took

place; I find that objectionable,

If you wish to press the question,

he will answer in the same

fashion.

MR. SPIEGEL:

In the context that I questioned,

DIETICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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I let me state for the record that

2 the subject matter on which

3 this question is based is the

4 material contained in the state-

s ment signed by the signature of a

6 person purporting to be Charles

7 L. Graves, which statement is

8 contained in the record as

9 Exhibit 1.

10 MR. GRAND:

11 Do you want a specific declination?

C712 He will decline.

13 MR. SPIEGEL:

14 I think we should have his specific

15 declination.

C16 MR. GRAND:

17 okay.

18 BY MR. GRAVES:

19 Q Where were these moneys placed by you?

20 A I respectfully decline, on the'advice of

21 counsel, not to respond to your

22 question.

23 Q was a record made of any of these trans-

24 fers?

25 A I respectfully decline, on the advice of

DIETRICH & BENDIX, Inc. * COURT REPORTERS * NEW ORLEANS 0 BATON ROUGE
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I without in any way conceding

2 the accuracy of the character-

3 ization, he will decline in

4 light, he will decline subject

5 to the condition that I have

6 stated.

7 MR. SPIEGEL:

8 Decline on his Fifth Amendment

9 privilege?

10 MR. GRAND:

11 He is declining on his Fifth Amend-

12 ment privilege, without in any

13 way conceding your statement

14 as to the accuracy of the state-

15 ment.

16 MR. SPIEGEL:

17 I understand, Mr. Grand.

18 MR. GRAND:

19 Would you like him to say, "I so

20 decline"?

21 MR. SPIEGEL:

22 No* I think that your statement re-

23 assures me.

24 MR. GRAND:

25 Fine.

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGH
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I BY MR. SPIEGEL:

2 Q In that document which is placed before

3 you as Exhibit 1 it is stated by

4 the individual that signed it that

5 the basis for the statements in it

6 is an examination of certain books

7 and records and conversations with

8 employees of the McDermott Corpora-

9 tion.

10 could you state what books and records

11 were examined and what individuals

12 were spoken to in the context of

13 that document being written?

14 MR. GRAND:

15 Again, without conceding the accuracy

16 of your characterization, he

17 will, on my advice, decline to

18 answer the question.

19 If you would like him to say, ,I so

20 decline," I am sure he will be

21 happy to do so.

22 BY MR. SPIEGEL:

23 Q Mr. Graves, could you state that for the

24 record?

25 A I respectfully decline, on the advice of

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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authority

out of co

McDermott

tions mad

political

A I respectfully

counsel, t

(Whereupon, Mr

witness.)

MR. SPIEGEL:

Does Coun

rec 0

reimbursed any

rporate moneys

corporation fo

e to candidates

office?

decline, on th

respond

Grand c

individuals

of the

r distribu-

for federal

e advice of

to your question.

onfers with

sel want to go off the

rd?

MR. GRAND:

It doesn't matter; we'll

THE WITNESS:

Forgive me, I am hard of

pass.

hearing.

DIETRCH & BENDIX, Inc. 0 COU7RT REPORTFRS 0 NEW ORLEANS 0 BATON ROUGB

counsele to respond to your question.

QMr. Graves* have you or any person acting

on your authority made contributions

to a candidate for federal office

out of corporate moneys of the

McDermott Corporation?

A I respectfully decline, on the advice of

counsel, to respond to your question.

Q Have you: or any person acting under your
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BY MR. SPIEGEL:

Q Mr.. Graves, have yo

an attorney na

in connection

of questions t

you?

A I respectfully decl

counsel, to re

MR. SIEGEL:

I must say I f

in my log

stand ing

employed

med Daniel K. Mayers

with the subject matter

hat I have been asking

mne, on the advice of

spond to your question.

ind I have some trouble

ic processes in under-

how that calls for a

Fifth Amendment privilege

I address that to both counsel

client.

MR. GRAND:

I hear you.

You don't want me to spin

argument,- that is not

make progress for us.

out an

going to

BY MR. SIEGEL:

Q Have you and Mr. Mayers ever had occasion

to discuss Mr. Mayers making contact

with the Federal Election commission

regarding your making of political

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGE
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a

u at any time



contributions

federal office

corporate fund

MR. GRAND:

You raise, in

30

to candidates for

out of McDermott

ad d

of invasion

client privi

other privil

alluding to.

MR. SPIEGEL:

I do raise that

know, neces

spectre is

i t ion,

of the

lege a

ege we

the spectre

attorney-

s well as the

have been

spectre. I don't

sarily, if that

invaded.,.-

MR. GRAND:

I will object to the question on the

grounds that it attempts to

invade the sacred attorney-

client privilege, and my client

will decline to answer on that

grounds, in addition.

BY MR. SPIEGEL:

QMr. Graves, to your knowledge

contact made between Mr.

officials of the Federal

commission at any point

*was any

M4ayers and

Election

in September

DIETRICH & BENDIX, Inc. * COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGB8
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0
of 1976.

A I respectfully decline, on the advice of

counsel, to respond to your question.

QMr. Graves, are you presently the subject

of a federal grand jury investigation,

MR. GRAND:

I think that question could be

answered by me, because mi

Graves has not met with t

Assistant United states A

who is in charge of that

ceeding. I have, and I c

you from my conversations

the Assistant United stat

Attorney, Daniel Bent, as

recently as this morning,

it's my understanding tha

Graves is one of a number

subjects of such a grand

better

*r,

he

ttorney

pro-

an tell

with

es

that

t Mr.

of

jury

(D isc~

BY MR. SPII

investigation.

ission held off the

~GEL:

record.)

Q We'll ask one last question on. the record.

Mr. Graves, could you state the names of

any individuals who you may have

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS * NEW ORLEANS 0 BATON ROUGE
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asked to make contributions to

candidates for federal political

office.

MR. GRAND:

Assuming that he did that?

BY MR. SPIEGEL:

Q Yes, assuming that.

A I respectfully decline to answer on the

basis of the advice of counsel not

to respond to your question.

Q Have you, yourself, ever made any personal

contributions to candidates for

federal office?

A I respectfully decline, on the advice of

counsel, not to respond to your

question.

MR. SPIEGEL:

No further questions.

MR. GRAND:

Let me just state for the record

what I believe I have stated to

both of you gentlemen in the

past, and that is that I. both

my client and I appreciate the

important statutory responsibilit

DIETRICH & BENDIX, Inc. 0 COURT REPORTERS * NEW ORLEANS * BATON ROUGS

ies
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that you have to carr

33

y out, and

2

3

4

5

6

7

8

9

10

11

that in the course of carrying

out those responsibilities, we

may be given an opportunity to

conciliate with either the staff

or with the commission.

We are anxious to participate in that

conciliation process. We are

anxious to cooperate with your

investigation and with your

performance of your statutory

duties .

We felt compelled to

position that we

virtue

take the formal

took today by

of the existence of a

parallel criminal investigation;

but, as I have indicated to you

in the past and reiterate today,

we are anxious to cooperate in

your investigation and it seems

to me that you do have access

to certain materials which you

have alluded to today which will

allow you to conduct a substan-

tial investigation, which I hope

DIETICH & BENDIX, Inc. 0 COURT REPORTERS 0 NEW ORLEANS 0 BATON ROUGH
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will lead to the conciliation

process and perhaps give us an

opportunity to furnish you, on

an informal basis, with addi-

tional information, so long as

it's done in a way that will

not jeopardize the privilege.

MR. SPIEGEL:

Counsel, I do hear you.

I think the problem we run into her

is over the word "certain in-

vestigative materials."1 we ar

trying to fill in certain gaps

in our information.

(Discussion held off the record.)

MR. GRAND:

We will waive any formal requiremen

of certification.

e

e

t s

(Whereupon, the taking of the deposition

was concluded.)

--- 000---

DIETICH & BENDIX, Inc. * COURT REPORTERS * NEW ORLEANS 0 BATON ROUGE
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tir. Stanley Spor.<in, Director
Division of Enforcement ;
Securities and Exchange Commrission
500 North Capitol Street
Washingtl-on, D. C. 20549

Re: J. Ray McDermot.-t Company, Inc.
HO- 932

Dear Mr. Sporkin:

We have been retained to represent 11r. Charles

L. Graves personally in connection with the above
SEC private investigation. On July 14,- 1976 1-1r. Graves

voluntarily tCestified before member-s of the Staff of

the Enforcement Division. on Aug~ust 20, 1976 Mr. Graves
provided the Staff with a supplemen-t to his testimony
dated August 18, 1976.

Mr. Graves' testimony and suple-ment are exemp~t

from Dublic disclosure under the Freedom of Informnat!--ion

Act, 5 U.S.C. § 552, specifically the fourth, sixth.,
and seven-th exemptCions. in additi on, the Audit Committee

of the Board of the Company h1as been autChorized to

conduct a thorough investigation and to prepare a

report as to t%--he matt--,.-ers of concern to the SEC.
Disclosur-e of sensi*tive information in advance of

completion o.f the investigation and report could be

( 1
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prejudicial to the Comipany, its shareholders, and

individuals who may be involved. Therefore, we

specifically request, pursuant to SEC 1933 Act

Release No. 5571, that Mr. Graves' testimony and

supplement t%-hereto be maintained in a strictly
confidential status and not be disclosed to any

third parties. In the event that disclosure of the

testimony or supplement or information obtained
thergfrom becomes the subject of a request for

disclosure for any third party or that disclosure

to any third party otherwise becomes a subject of

considerat~ion by the Staff or the Commission, we!
specifically request notice in advance of such

disclosure and an opportunity to seek a protective

order from the Commission or an appropriate court.

Si cere'y,

cc: Robert4. G. Danyane
Peter B. Clark



IN THE M1ATTER OF CONF IDENT IAL
J. RAY McDERMOTT & CO., ICREAUETET
FILE NO. 1H0-932REUSD

SUPPLEMENT TO JULY
14, 1976 SEC TESTIMONY
OF CHARLES L. GRAVES

CHARLES L. GRAVES, having been duly sworn, deposes and states:

1. I am Chairman of the Board, President and Chief Executive

Officer of J. Ray MtcDermott & Co., Inc., New Orleans,

Louisiana.

.. ,2. On July 14, 1976, I appeared~ voluntarily before members of

the staff of the Enforcement Division of the Securitibs

and Exchange Commission to give testimony in the matter of

J. Ray 'McDermott & Co., Inc., File No. HO-932.

3. Previously, on July 9, 1976, 1 had undergone the latest in a

series of laser treatments at Wilmer Institute in Balti-

more, Maryland for severe diabetic retinopathy, a conse-

quence of long-term diabetes, which can ultimately result

in blindness. I have been undergroing- such treatments

periodically since June, on the advice of my opthamologist

that such treatments were imperative if I were to keep my

sight. In connection with these treatments I have been

advised by Dr. Patz, Director of Wilmer Institute,. to

avoid all strenuous and stressful activities which could

cause hemrmorrhaging and other complications. At the time

of my SEC testimony, I had just returned from the Wilmer

Institute, and was not able to review in any depth the
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subject areas of concern to the SEC staff attorneys or to

refresh my recollections by reference to my own records and

files. I was still feeling the effects of the laser treat-

ment, was having trouble with adjusting my sight to light,

was experiencing substantial discomfort due to irritation

of my cornea, and generally felt disoriented.

4. Some time after I had testified, I was informed that Nelson

Crews had recalled that he had received cash from me in

connection with political contributions. 11r. Crews' re-

collection in turn jogged my memory. I immediately rea-

lized that he was correct, and that I had failed to recall

these events at the time of my SEC testimony. I have now

done further checking, both of my own files and records

and in conversations with other company employees. As a

result, I realized that my inability to recall these events

may have affected the accuracy and completeness of certain

areas of my July 14 testimony. On August 4 I informed

each member of the Audit Committee concerning these matters

and of my intention, based on my recollection of what I had

told the SEC, to supplement my testiMony, if necessary.

5. On August 16, 1976, I retained counsel to represent my

personal interests in connection with the ongoing SEC in-

vestigation, and the recently-authorized investigation by

the Audit Committee of the Board of Directors of the Com-

pany. On August 17, 1 was provided for the first time

with a transcript of my July 14 SEC testimony, and re-

quested that I read the transcript and review it carefully

for completeness and accuracy. I promptly read the transcript



and reviewed it with my counsel. I am submitting this

supplement to my testimony in order to provide the SEC

with as full and complete information as possible based

on my best present recollection.

6. Referring specifically to page 19, line 10, where I said

that the envelope when given to me by 'Mr. Cunningham in

1972 contained $1500 in cash, I now realize that the en-

velope must have contained more. IMy best estimate is that

the envelope must have contained approximately $6000.

I had arrived at the $1500 figure base d on my recollection

that when I had last counted the cash, which was in early

1976, there was approximately $13,500, $12,000 of which

(as to which I testified on pages 41-42 of my testimony)

was added by me more than two years after I received the

cash from 7M1r. Cunningham. However, I did not again co.unt

the cash before I appeared to testify and my recollection

from early 1976 was not completely accurate. Inl fact,

based on a recent count, the cash amounts to $13,200. I

am certain no cash was added or withdrawn after the time

I counted it in early 1976. I simply was off by $300 in

remembering, the amount.

8. Moreover, in making the above calculation, I had neglected

to take account of certain cash disbursements prior to

1976 which I had not recollected at the time of my testi-

mony. As I have now been able to reconstruct it, those

cash disbursements are as follows: In September of 1972



I gave $1,000 in cash to Mr. John D Dupy, who was then

the Company Treasurer, who at my request had contributed

an identical amount to the 1972 Victory Dinner Committee.

In August 1974, 1 gave approximately $1,000 cash to Nelson

Crews, instructing him to arrange for an identical amount

of contributions from Company employees to the campaign

of Henson Moore, a Congressional candidate from Baton

Rouge. In October, 1974, I again gave Mr. Crews approximately

$1,000 cash and asked him to arrange for similar contributions

-- to the MItoore camipaign. Also in October, 1974, I gave $600

cash to Mr. E. B. Gravois, a company employee, to purchase

six tickets to a dinner honoring Senator Long of Louisiana.

In Mjarch, 1975, I gave Mr. Gravois $1,200 cash andasked

-~him to arrange for contributions totalling that amount to

be made by company employees to David Treen, a Congressman

from Louisiana, to help make up a campaign deficit.

9. The above constitutes my best present recollection of any

and all withdrawals made by me from the cash given to me

by Mr. Cunningham. These withdrawals total approximately

$4,800. Accordingly, I now believe that the envelope

that I received in 1972 must have contained approximately

$6000. ($13,200 - $12,000 + $4800 = $6000)

10. During the period from 1972 to present I have contributed

approximtely $13,000 of my personal funds to political

parties, candidates and committees, including those refer-

red to above. At no time did I cause myself to be



reimbursed with regard to these contributions, nor have

I been.

11. My testimony on pages 41-42 of the transcript regarding

the repatriation of $12,000 cash should be read in the

context of my refreshed recollection of the events des-

cribed in paragraph 8 above. In other words, even though

none of such money has ever been expended for any purpose,

one possible use for such funds would have been the sup-

port of political campaigns.

-12. 1 would be most willing to respond under oath to any

further questions which the SEC attorneys may wish to ask

with regard to the above statements, or any other matter

pertinent to their investigation.

Sworn to before me this

______day of _______ 1976.

A~ 94 UPY, ?Notary Pub! c
PW~gh CN Or*WMps SW. 0? L

MY Comm titem Exprees at



FEDERAL ELECTION COMMISSION

WASHINGiON,D.C. 20463 Ags ,17

C- IFIED MAIL - RETURN RECEIPT REQUESTED

Charles L. Graves
President
J. Ray McDernott Jr.
P.O. Box 60035
New Orleans, La 70160

Dear Mr. Graves:

This letter is to notify you that based on information
-eceived in the course of doing business the Commnission has
found reason to believe that J Ray McDernott, Inc. violated
2 U.S.c. 5441b. You have previously been informed that the
Commission had made the same finding with respect to you
individually. The information indicates that cash funds of

~. J. Ray McDernott Inc. were distributed to candidates for
federal office either by you directly or through various
employees.

Under the Act, there is an opportunity extended to
demonstrate that no action should be taken against you.
Please submit within 15 days of receipt of this letter any

r factual or legal materials you deem relevant to the Commission's
analysis of this matter.

The attorney assigned to this matter is Andrew Athy, Jr.
(202) 523-4530.

Sincerely yours,

Willia C. Oldaker
General Counsel

I,, 14
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Mr. Paul- QxaWad
Qsad sid sue*a

*13 PxtrjcA~e
Nowv York# Sew York 1002S

2 9 JUL 1977

PA; !M -51L(6)

Dear iAr Grand:

This in to ooatg the ouersation of this date
wherein it was agred', that the return d ate on the
subpoena against Charles'Graves would be August 3, 1977
at 3:00 p., and not Akugust 4 as stated La mny letter
of July 28# 1977.

Sincerely yours,

David Ft. Spiegel
Assistant"General Counsel

EtAtELECTION comfMissm~

~t At I ~ u



Mr. Paul1 Growu
W~and and Oetl

*75S Park aie
Iew Yorke Alew Itk. '10005

29, 3UL V

R*;.**34(6

Dear iAr. Grand:

This is to confirm the conversation of-thdis datewherein it was agreed that the return date on thesubpoena against Charles Graves would be August 3* 1977at 3:00 p.ma. arid not August 4 as stated in my letter
of July 28, 1977.

Sincerely yours,

David R,. Spiegel
Assistant General Counsel

-q

FEDERAL IEcTON CopiS,~
aOFF!P IA[ FIE C

Ca
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RS U U E SI T REUZ

Kr. Robert G. MorVillo
Martin, Obermaler and XotvIlbo
1290 Ave of the Awaria
Now York, Aew York, 10019

Re ut~ 24(6

Dear Xr. Morvillot

This is to confirm the Understadn in our meeting
of July 27 and our telephone, conversation of this date,

Pursuant to your requests,,for an extension of time
regarding our subpoena againstIrnest Gravois, your client,
we have agreed that the return date wouldbe August 4,p "77,, at
8:00 a.ma.# rather than July,26, 1977. Please note in
this connection that the Commission is obliged to conduct
its pr~eedings expeditiously and, as I indicated to you,
we will. be #IW to agree to any further delays.

sincerely your*#

David R. Spie-gel
Assistant Gener~kl Counsel

FEDERAL ILE~CTI lI

OFFICIAL FL
ICE OF GENEAL "COUSEL

Ut

I
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0 ENDER C hism" . and;.

-The f~lowift service is requemd (check one). a
Q] Sbowto whom and date delivered ......... 150

F RESTRICTED DELIVERY.
Show to whom and date delivered ......... 6vf

C] RESTRICTED DELIVERY.
Show to whom, date, and address of delivery S5jr

3. ARTICLE DE3SgTO:

SIGNA TWRE QAddress~e Authorized agent

6. UNABLE To DELIVER BECAUSE- CLERK'S
INITIALS

FEERAI

IE copy
SCOUIISU



CBRTIFIiD &inL.8

z4r. Paul Grand
Grand and Ostrow
375 Park Avenue
New York, Sew York 10022

Ret MR3~ 25 76)

Lfl
Dear M4r. Grand:

This is to confirm the understanding jin our meetingcc Wf'Jul1y 27 and our telephone conversation of this date*

Pursuant to your requests-for an extension Of time
C regarding our subpoena aIjainst Charles Graves, your client,

we have agreed that the return date would be August 4, 1977,
at s to pm.'# rather than July 28 # 1977. Please note in
this connection that the ComissUM~ is obliged to conduct
its proceedings expeditiously and, as I indicated to you,
we will be unable to agree to any further del.ays,

Sincerely yours,

David R. Spiegel
Assistant General Counsel

FEDERAL ELECTIDfl COM~jIlSSION
OFICIA FILE COPY

OFFICE Of GENERA COMMs

LA~



FEDERAL ELECTION COMMISSION
1125 K SIRLET NW
WASHINGIOND.C. 20463 July 26, 1977

CERTIFIED IMAIL
RETURNl RECEIPT REQUESTED

Joseph Jaworski, Esq.
c/o Bracewell and Patterson
2900 South Tower
Pennzail Place
Houston, Texas 77002

Re: MUR 254 (76)

Dear Mr. Jaworski:

This is to confirm the understanding in
conv.,-rsation of this date.

our telephone

Pursuant to your requests for an extension of time
regarding our subpoena against Nelson Crews, your client,
we have agreed that the return date would be August 4,
1977 rather than July 27, 1977. Please note in this
connection that the Commission is obliged to conduct its
proceedings expeditiously and, as I indicated to you,
we will be unable to agree to any further delays.

As per your request, I enclose an additional copy
of our subpoena. Our records indicate that M4r. Crews
has already received his copy. A previous copy was seht
to you on July 211, 1977.

Sincerel xyours

David R. 'Spie
Assistant General Counsel

Enclosure

FEDERAL ELECTION COMMISSION

DFFIC!AL FILE COPY
O~iiOF GENERAL CHNtSIL
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July 22, 1976

KE4ORANDU TO: File (MUR 254)

FROM: David R. Spiegel

IRE: Conversation with Joseph Jaworski

Following is a memorandum of my telephone conversation
with Joseph Jaworski, attorney for Nelson Crews in the
above numbered MUR.

Mr. Jaworski said that it would be impossible for
him to produce his client for deposition on July 27, 1977,
and that, in any event, Crews would take the Fifth Amend-
ment. Hie intimated that this was because he was in

_ negotiations with Justice and that he wanted his client'- to
testify to the Grand Jury before he testified to us.

He also intimated his client is seeking immunity from
Justice. I explained to hi- our differences with Justice
regarding the "primary and exclusive jurisdiction issue,
including our view imm-unity would not help him vis-a-versa
statutes under our juridiction.

Jaworski said that thereafter he would probably
cooperate in full. He wanted the depositon the week
of August 8; however, he said that he might be able to
cooperate on August 4. 1 told him we were still
holding to the July 27 date and that, in any event, we
would not agree to a date later than August 4.

He will be back in touch Monday, July 25.



FEDERAL ELECTION COMMISSION
1325 K SIRIEFT N.W
WASHINGTOND.C. 20463 July 21, 1977

Mr. Joseph Jaworski
Bracewell and Patterson
2900 South Tower
Pennzail Place
Houston, Texas 77002

Re: MUR 254 (76)

Dear Mr. Jaworski:

I aim forwarding for your reference a copy of a
subpoena sent to your client in the above-numbered
matter.

Sincerely yours,

William C. Oldaker
General Counsel

Enclosure

FEI!?AL ELECTION COMMISSION
OF! I CIAL FILE COPY

OfFFICE CT #~ERAL COUNSEL



FEDERAL ELECTION COMMISSION
1325 K SIREH NW%41 WASHINGJON,D.C. 20463

July 21, 1977

Mr. Robert G. Morvillo
Martin, Obermairer
and Morvillo
1290 Ave. of the Americas
New York, New York 10019

Re: MUR 254 (76)

Dear Mr. Morvillo:

I am forwarding for your reference a copy of a subpoena
sent to your client in the above-numbered matter. Please
also find enclosed a copy of the Regulations of the Federal
Election Commission.

Sincerely yours,

Williamn C. Oldaker
General Counsel

Enclosures

_( AnL CcdtwSzLl
~)U .

I
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FEDERAL ELECTION COMMISSION
'1325 K SIR[FI N.W.
WASHINGION,D.C. 20463 July 21, 1977

Mr. Paul Grand
Grand and Ostrow
375 Park Avenue
New York, New York 10022

Re: MUR 254 (76)

Dear Mr. Grand:

I am forwarding for your reference a copy of a subpoena
sent to your client in the above-numbered matter. Please
also find enclosed a copy of the Regulations of the Federal
Election Coammission.

Sincerely yours,

Williamu- C. Oldaker
General Counsel

Enclosures

FE~n trjnN COMMISS1oM
or{;P~[FILE COPY

"d



FEDERAL ELECTION COMMISSION
1325 K SIRIET N.W
%WASHINGION,D.C. 20463

July 19, 1977

CERTIF1ED M'1AIL
RETURN RECEIPT REQUESTED

Mr. Ernest B. Gravois
RFD 2, Box 515
Thibodaux, LA 70301

Re: MUR 254 (76)

Dear Mr. G.3ravois:

In furtherance of its investigation in the above referenced
matter, the Commission has issued a subpoena requiring your
appearance for a deposition on July 28, 1977. (The subpoena
is enclosed herewith). Please note that the subpoena also
contains a request that you produce certain documents at
the time ofL your appearance.

William C. Oldaker
General Counsel

Enclosure

01 !EDAL ELECTION COMMISSION

OFFICIAL FILE COPY
OFFICE OF GENERAL COUNSEL

U T
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UNITED STATES OF AMERICA

FEDERAL ELECTION COM.-MISSION

Subpoena to Appear for Deposition Upon Oral Examination and
to Produce Books, Records and other Relevant Documents

TO: Ernest B. Gravois
RFD 2, Box 515
Thibodaux, LA 70301

At the instance of the Federal Election Commission

pursuant to §437d of Title 2 of the United States Code,

you are hereby subpoenaed to appear for deposition with

-- regard to possible illegal campaign contributions from

funds of J. Ray McDermott, Inc. in connection with the

campaign of candidates for federal office, including but

not limited to Congressman W. Hensen Moore, Congressman

David C. Treen and Senator Russell Long. Notice is

hereby given that the deposition is to be taken at Suite

1221, Mason Temple Building, 333 St. Charles Ave., New

Orleans, Louisiana, 70130, on July 28, 1977, at 10:00

o'clock a.m., and at any and all adjournments thereof.

You are hereby subpoenaed to appear for this

deposition and, pursuant to S437d of Title 2, United States

Code, to produce at the time of the deposition;

FEDERAL 11.100'11 C014MISS"O
OFFICIAL FILE COPY

OFFICE Of GENERAL COUNSL
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A) All documents and all tangible things including

but not limited to letters, memoranda, inter office

communications, telephone logs, cancelled checks with back

up data for any account held in the name of J. Ray McDermott,

[nc. or any of its subsidiaries or any account under your

control or the control of your wife, or records of any

bank checks which refer, relate or pertain in any way to

the transfer or contribution directly or indirectly of

funds of J. Ray McDermott, Inc. and any of its subsidiaries

- since December of 1971 to any candidate for federal office

or any such candidate's committee or any committee supporting

* federal candidates.

B) All documents and all tangible things which refer,

relate or pertain in any way to any off book fund maintained

by J. Ray McDermott, Inc. or any of its officers, sin,.e

December 1, 1971 from which any transfers or contributions

were made directly or indirectly to any candidate for federal

office or any such candidate committee or any committee

supporting federal candidates.

C) All documents and all tangible things including

but not lim-ited to all cancelled checks from accounts maintained

in your name or the name of your wife or records of bank

10C is
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checks which refer, relatelor pertain 
to any contributions

made since December 1, 1971 by either 
you or you and your

wife from funds under the ownership 
or control of you or

you and your wife to any candidate 
for federal office or

any such candidates committee or any 
committee supporting

f ederal candidates.

WHEREAS, the Chairman of the Federal Election

Commission has hereunto set his hand 
at Washington, D.C.,

this J('t day of ,1977.

THOMAS E. HARRISC
C HA IR-MAN

ATTEST:

oi~ir : [R;L URASEa



FEDERAL ELECTION COMMISSION
1325 KS1IET N.W July 19, 1977
WASHINGON,DC. 20463

CERTIFIED MAI L

RETURN RECE~IPT REQUESTED

Mr. Charles L. Graves
1329 Octavia Street
New Orleans, Louisiana

Re: MUR 254 C76)

Dear Mr. 'Graves:

In furtherance of its investigation in the above referenced
matter, the Commission has issued a subpoena requiring your
appearance for a deposition on July 28, 1977. (The subpoena
is enclosed herewith). Please note that the subpoena also
contains a request that you produce certain documents at the
time of your apipearance.

Si erly yurs,

Williami C. Oldaker
General Counsel

Enclosures

,JT1CL.L



1.Te fol&7wiulg service is requested (checit one).0ShOw to whoi.and date delivere.......~~hwto whom date, a address of delivery..3#* 0 RESTRICTED DELIVERY.
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Show to whom, date, and address of delivery 85o

2ARTICLE AOEg
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3~. ARTICLE DSRIpTI0f:
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UNITED STATES OF AMERICA

FEDERAL ELECTION COMMISSION

Subpoena to Appear for Deposition Upon Oral Examination and
to Produce Books, Records and other Relevant Documents

TO: Charles L. Graves
1329 Octavia Street
New Orleans, Louisiana

At the instance of the Federal Election Commission

pursuant to §437d of Title 2 of the United States Code,

you are hereby subpoenaed to appear for deposition with

regard to possible illegal campaign contributions from

funds of J. Ray McDermott Inc. in connection with the

campaign of candidates for federal office or committees

supporting candidates for federal office, including but

not limited to Congressman W. Hensen Moore, Congressman

David C. Treen and Senator Russell Long. Notice is

hereby given that the deposition is to be taken at

Suite l221,4ason. Temple Building, 333 St. Charles Ave.,

New Orleans, Louisiana, 70130, on July 28, 1977, at

2:00 o'clock p.m., and at any and all adjournments thereof.

You are hereby subpoenaed to appear for this deposition

and, pursuant to §437d of Title 2, United States Code, to

produce at the time of the deposition;



0
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A) All documents and all tangible things including

but not limited to letters, memoranda, inter office

communications, telephone logs, cancelled checks with back

up data for any account held in the name of J. Ray McDermott,

Inc. or any of its subsidiaries or any account under your

control or the control of your wife, or records of any

bank checks which refer, relate or pertain in any way to

the transfer or contribution directly or indirectly of

funds of J. Ray McDermott, Inc. and any of its subsidiaries

since December of 1971 to any candidate for federal office

or any such candidate's committee or any committee supporting

federal candidates.

B) All documents and all tangible things which refer,

relate or pertain in any way to any off book fund maintained

by J. Ray McDermott, Inc. or any of its officers, sinCe

December 1, 1971 from which any transfers or contributions

were made directly or indirectly to any candidate for federal

off ice or any such candidate Committee or any committee

supporting federal candidates.

C) All documents and all tangible things including

but not limited to all cancelled checks from accounts maintained

in your name or the name of your wife or records of bank
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checks which refer, relate, or pertain to any contributions

made since December 1, 1971 by either you or you and your

wife from fainds under the ownership or control of you or

you and your wife to any candidate for federal office or

any such candidates committee or any committee supporting

federal candidates.

* WHEREAS, the Chairman of the Federal Election

Commission has hereunto set his hand at Washington, D.C.,

-Ilii S day of ,1977.

THOMAS E. HARRIS
C HAI RMAN

ATTEST:

DFF~. FLE COPY
OFFICE UF tLAL '0' 4SEL
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FEDERAL ELECTION COMMISSION(t1325 K SIRtIT N.W
S~4 7 , ~ ~WASHINION,.C 20463

CERTIFIED 14AIL
RETURN RECEIPT REQUESTED

July 19, 1977

Mr. R. Nelson Crews
3617 Inwood Drive
Houston, Texas

Re: MUR 254 C76)

Dear Mr. Crews:

In furtherance of its investigation in the above referenced
mnatter, the Commnission has issued a subpoena requiring your
appearance for a deposition on July 27, 1977. (The subpoena
is enclosed herewith). Please note that the subpoena also
contains a request that you produce certain documents at
the time of your appearance.

Sincerely yours,

William C. Oldaker
General Counsel

Enclosure

&

7 * *
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UNITED STATES OF AMERICA

FEDERAL ELECTION COMMISSION

Subpoena to Appear for Deposition Upon Oral Examination and
to Produce Books, Records and other Relevant Documents

TO: R. Nelson Crews
3617 Inwood Drive
Houston, Texas

At the instance of the Federal Election Commission

pursuant to §437d of Title 2 of the United States Code,

you are hereby subpoenaed to appear for deposition with

regard to possible illegal campaign contributions from

funds of J. Ray M~cDermott, Inc. in connection with the

campaign of candidates for federal office or committees

supporting candidates for federal office, including but

not lirnite,' to Congressman W. Hensen Moore, Congressman

David C. Treen and Senator Russell Long. Notice is

hereby given that the deposition is to be taken at Suite

900, 412 Main Street, Houston, Texas, on July 27, 1977,

at 3:00 o'clock p.m., and at any and all adjournments

thereof.

You are hereby subpoenaed to appear for this deposition

and, pursuant to §437d of Title 2, United States Code, to

produce at the time of the deposition;
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A) All documents and all tangible things including

but not limited to letters, memoranda, inter office

communications, telephone logs, cancelled checks with back

up data for any account held in the name of J. Ray McDermott,

Inc. or any of its subsidiaries or any account under your

control or the control of your wife, or records of any

bank checks which refer, relate or pertain in any way to

the transfer or contribution directly or indirectly of

funds of J. Ray McDermott, Inc. and any of its subsidiaries

since December of 1971 to any candidate for federal office

or any such candidate's committee or any committee supporting

f ederal candidates.

B) All documents and all tangible things which refer,

relate or pertain in any way to any off book fund maintained

by J. Ray McDermott, Inc. or any of its officerst- since

December 1, 1971 from which any transfers or contributions

were made directly or indirectly to any candidate for federal

office or any such candidate committee or any committee

supporting federal candidates.

C) All documents and all tangible things including

but not Litinited to all cancelled checks from accounts maintained

in your name or the name of your wife or records of bank
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checks which refer, relateror pertain to any contributions

made since December 1, 1971 by either you or you and your

wife from funds under the ownership or control of you or

you and your wife to any candidate for federal office or

any such candidates committee or any committee supporting

f ederal candidates.

WHEREAS, the Chairman of the Federal Election

Commission has hereunto set his hand at Washington, D.C.,

this day of 1977.

THOMAS E. HARRIS
C HA IRMAN

ATTEST:

OFFICIAL FILE COPY
DFjng GErEf1At COUNiSE
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HH4OR~AWDUH TO: s Marge £mons

PROMS Chartes Ni Stoole
N

It is'necessary and permissable for Andy Athy
to review, the minutes of theJane 30,p 1977 meotinq

U) for the purpose of reviewing the -discussicli 4n
__ MUR 254 (76)0

colmaS L

FEDERAI- " f
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:,. o son C ro ws
3617 inw.ood Oriv 2
0oU s'-on, -ixs

RE: 2U 25 4 (7 6)

De-ar M'Ir. Crews:

This 13-tter is to notify you that based on information
raceived in the course of doing business the Comm.ission
hais found reason to believe that you have violated 2 U.S.C.
§441bTI. This information indicates that cash funds of

J. >U orotInc. were d1-istributend to you for the
- Li r po f ,aving y,-.u and otir. make co.ntr ibut ions to

~ ::Z.C £ ac~o'cazos,0.03 of corporrato-2 u
- ~vcJ by ou a nd f omr ded Lae_ hohesfo-n

:n -Dmore candi'a te Lor Conjzess

zh Ac,,-ou naean oP.or-tunit-0 ocnosrz
m -~'ri~nSnol be ta'e aLnst voua. Ple~as e s uom

0i.-cda s of e i D4- o:: this lt t e anyv faotua1 o r
2 a rial yo be"O lieve are relevant to the Co--mn-iss ion'
n -,: 1SZ~ _ ) 13i tt"er. -a- Co=J ssion is under a duty-

toi~~ ip'~tismate epditiously. Accordingly,
4C a 7: tae depositions with respect to your kn-owledg2

0- t-!,7s -. iatter-s and will be contacti.-ng you in this regard.

The ttoney assigned to this matter Js ,-Andy thJr.

r- a 1 el

FIDERAL ELE COMISa
OFFICAL FILIE COPY

OFF"'[ OF GENERAL COUNSEL
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3*SENDU: Cnw am l. 2 and i.

Add yeer addiem is w'2 & TO-pe am

.0 1 The following service is requested (check one).
Sho to whom and date delivered ....... 13#

0 RESTRICTED DELIVERY.
Show to whomn and date delivered.........65'

ERESTRICTED DELIVERY.
Show to whom, date, and address of delivery 85$

~2ARYJILE ADDRESSED M,

REITEE No CERTFIE 1# INSURED NO.

SIGNATURE 0 Addressee [0 he~orized atrent

S. ADDRESS (Comnplt, only if req

UNB7 CT DLBEAU ELEIS

INITIALS
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July 15, 1977

MEMORANDUM TO: William C. Oldaker

FROM: Andy Athy

Not having received a receipt on the first letter,
I suggest that this second letter be sent to an alternative
address to insure prompt notice.

FE~tRA~ ~ECTI~t~ ~MISS1OW

DFFI~A1 FILE COPY
OFFICE OF GEI~RAL COUNSEL



FEDERAL. El ECT;ON COMMISSION

IFEDM 1 July 6, 1977

Charles L. Graves
1329 Octavia Street
Ne-w Orleans, Louisiana

Re: MUR 254 (76)

Dear I'-r. Graves:

* -This letter is written with regard to your discussions
witih this office as to a conciliation agreement concerning
$4,800 in political contributions made by you from
corporate funds.

Although the Comiiission appreciates your cooperation
to date, our continuing review of this matter indicates
that an investigation of this matter is required to

detrmie wethr here are additional 'acts relevant to
the conciliation process.

Pursuant. to its enforcement authority under 2 U.S.C.
)437,g(a) (2), the Commission has found, on
reason to believe that you have violated 2 U.S.C. 5441b.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
within 15 days of receipt of this letter any factual or
legal material you believe are relevant to the Commnission' s
analysis of this matter. The Commission is under a duty
to investigate this matter expeditiously. Accordingly,
we plan to take depositions with respect to your knowledge
of" these miatters and will be contacting you in this regard.

L,



0 0

-2 -

The attorneys assigned to this matter are Carol
Darr and Andrew Athy, Jr., (202/523-4038).

Sincerely yours,

Williai C. Oldaker
Gene Coun

iK&16 Steele
Acting General Counsel

OFFICIAL FiE #'OPYST
OFFICE OF CUERAL COUNSEL



SINDER: Campift . i. .2s4A.IAdd Your addtm... dr -*RETUR To..~c as
If . The following service is requested (check one).

Q Show t0 whom and date delivered ........ 5
SShow to Whom, date, & address of delivery-. 35#

S' RESTRICTED DELIVERY.
Show to whom and date delivered........65*

0 RESTRICTED DELIVERY.
Show to whom, date, and address of delivery S5or

2. ARTILE ADMMOESD TO&
ChAef.c L. CAV4,es

3. ARTICLE DESRIPTION:
IREGISTERE N CERTIFIED N~o. IMSUREO NO0.

SONATURE CE] Addressee [3A ozdaet

* OM IM--a)W-4M

r iq3 Ulftl 11 "rtl



~\ FEDERAL ELE[CT ION COMMISSION

~I I( )\) N 4 July 6 , 977

C±IRTI -PIEM~JAIL
[Crui MC ECEIPT RE QUE STE D

bir. 1i-nest B. Gravois
RFD 2, box 515
Thibodlaux, LA 70301

RE: AUR 254 (76)

-. Dear mr. Gravois:

This letter is to notify you that based on information Freceived in the 'course of doing business the Co.mmission
has found reason to believe that you have violated 2 U.S.(".
5441b. This information indicates that cash funds of
J. Ray AcDerm-tottIL Inc. were distributed through yoa to
candidates for federal o-ffice. The evidence specifically
sag(Jzsts that $1,200 in cash was given to you to arrange
for contributions totalling that amount from company
emp loyees to David Treen and that $600 was given to you to
be given to or forwarded in the same manner to a dinner
for Senator Russell Long.

Under the Act, you have an opportunity to demtonstrate
that no action should be taken against you. Please submit
within 15 days of receipt of this letter any factual or
legal materials you believe are relevant to the Commiission's
analysis of this-Inatter. The Commission is under a duty
to investigate this matter expeditiously. Accordingly,
we plan to take depositions with respect to your knowledge
of these matters and will be contacting you in this regard.

The attorneys assigned to this -matter are C,-arol Darr
and Andrew Athy, Jr., (202/5r23-4038).L

Sincerely yours,

Wil 1rtC. Oldaker
Gen U

FF~ L FILE jp
fa 1e Sa 1 OFFICE OF CE/fERAL COUNSEL

Acting Gene-ral C -. ,ne
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SWDIM Co~pWSI
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an f
Add *yaw addmina

1. The following arvic is requested (cheek one).-

o Show to whom and date delivere d-...... 5

CkmSow to whom, date, & address of delivery..35

o R.ESTRICTED DELIVERY.
Show to whom and date delivered.......-654

[RESTICTED DELIVERY.

Show to whom, date, and address of deliverY S5U

2. ARTICLE ADDRIESSED

f! ryetv -Z Vi

3. ARTICLE PflRION:

IREGISTERED NO. CERTIFIED NO. INSURED NO.

(Akvs 66Mn intOo drswo e

I have received the Article described above.
ISIGNATURE, D Addrosse,1 C3 Authorized agent

* em: ,N-o-es-41"

": r ot



FEDERAL\ EL ETION COM0hSYON

'A \-I\Q~( )j ) . 2 uly 6, 1977

FIED IMAIL
RETURN RECEIPT REQUESTED

R. Nelson Crews
3617 Moore Drive
Houston, Texas

RE: MUR 254 (76)

Dear Mr. Crews:

This letter is to notify you that based on information
received in the course of doing business the Comntmission
has found reason to believe that you have violated 2 U.S.C.
§441b. This information indicates that cash funds of
J. Ray M_,cDer.-iott Inc. were distributed to you for the
purpose of having you and others make contributions to
designated candidates. The evkidence specifically sug~gests
that on two sepa~rate occasions, $1,000 of corporate fun.,ds
were rec.eived by you and forwrarded through:11 others for the
benef-Eit of: Henson *!oore candidate for Con-ress.

Under the Act, you have an opportunity to demonstrate
t,-hat no action should be taken against you. Please submit
wit-hin 15 days of receip-t of this letter any factual or
l ega 1m-aa terials you believe are relevant to the Conission's
analysis of this matter. The Comnission is under a dutyv
to investigate this inatter expeditiously. Accordingly,
we .-3an t'Co take Q-epo s i -tions with respect to your knowledge
of these matters and will be contacting you in this regard.

The attorneys assigned to this matter are Carol Darr
and Andy Athy, Jr. at (202/523-4033) .

Sincerely yours,

W1illia-m C. Oldaker
Gjene u

c~CiflJ eneral Counsel

FEDERAL ELECTION COMMISSION
OFFICIAL FILE COPY
O FF I CE C' f Ct .L IC aU I.,S IL



EI. The following service is requested (check one).'
Q Show to whom and date delivered .......

Show to whom, date, a address of delivery..

0 RESTRICTED DELIVERY. A
Show to whom and date delivered ......... 65*

EJ RESTRICTED DELIVERY.
Show to whom, date, and address of delivery 85#.

2. A"MCLE ADRESSED TO.

S. 3 ARCLE DESCRIPTION-
SREGISTERED NO0 CERTIFIEDNO ISUE 0

I have received the article described above.9SIGNATURE Addre~ce thorized agent

S . ADDRESS (Complete only Nf r~ue dj '*;

ADDRES

6ALUNABLE TO DELIVER BECAUSE:



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
) MUR 254 (76)

J. Ray McDermott and Co. Inc.)
and Charles F. Graves )

CERTI Fl CATI ON

I, Marjorie W. Emmons, Secretary to the Federal Election

Commission, do hereby certify that on June 30, 1977, the Commnission

determined by a vote of 6-0 to find Reason to Believe that

violations of 2 U.S.C. Section 441(b)(a) had been committed by

J. Ray McDermott and Company Inc., Charles L. Graves, Nelson

Crews and Ernest B. Gravois in the above-captioned matter.

Secretary to the Commission

OFFICIAL FILE COPY
WEICE OF GENERAL COBOSL



FEDERAL ELECTION COMMISSION
1325 K S1IRI N.W

WASANIOND)( 20463

June 24, 1977

MEMORANDUM TO:

FROM:-

SUBJECT:

Marge Emnmons

MUR 254 (76)

Please have the attached General Counsel Report on MUR 254

distributed to the Commission and placed on the Compliance

agenda for the Commission Meeting of Thursday, June 30.

Thank you.

EXECU! ZS2EC%%i~v
JUN 23 0 1977

"d

A

UfitJ~



GENERAL COUNSEL REPORT

BEFORE THE FEDERAL ELECTION COMMISSION

June 24, 1977

In the Matter of)
MUR 254 (76)

J. Ray McDermott and Co. Inc.)
and Charles F. Graves)

I. Statement of Case

This matter was initiated internally on the basis of

information supplied to the Federal Election Commission

on Septenber 30, 1976 by Daniel K. Mayers, attorney for

Charles Graves, President and Chairman of the Board of

J. Ray McDermott and Company. Mr. Mayers indicated that

since 1972 Mr. Graves had made $4,800 in political

contributions to federal candidates from corporate funds,

thereby violating 2 U.S.C. §441b(a). Mayers indicated

that his client was prepared to conciliate with the

Commission as to this amount.

on December 20, 1976 the General Counsel's Office,

having reviewed the Mayers' submissions and information

obtained from the SEC regarding its then pending

investigation of the McDermott Company, recommended

that Mayers' proposal to conciliate be rejected because

FEDEPA[ ELECT!'J'! (RflM 'SSION

DFFICIIAL FILE COPY
OFFICE OF GENERAL COUNSEL
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the facts on which it was based were not sufficiently

developed. The Office of General Counsel also recommended

a finding of reason to believe that a violation of 2 U.S.C.

§441b had been committed by Mr. Graves and certain other

individuals associated with him and that the Commission

initiate its own investigation.

On December 22, 1976, the Commission voted to postpone

any determination until a Special Counsel had completed

its investigation on behalf of the SEC. A report

summarizing the results of this investigation was completed

on April 12, 1977 and thereafter transmitted to the Office

of General Counsel. (See attachment). The Report, for

the purposes of statutes within the jurisdiction of the

Commission, contains no significant new information, other

than what was available at the time of staff's previous

General Counsel Report. The precise amount given by

Mr. Graves out of corporate funds is still unclear; it

also continues to appear that the other McDermott officials

mentioned in the previous General Counsel's Report may

have committed §441b(a) violations.

On the basis of its continuing review of this matter

the Office of General Counsel renews the reason to believe

recommendation made in its previous report and further

recommends that an investigation be commenced immediately.
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II. Sumnary of Pertinent Evidence

The pertinent evidence herein consists of copies of

depositions taken by the staff of the SEC and statements by

Graves attorney to the General Counsel's Office. It also

consists, as noted, of the Report prepared by Special Counsel

for the SEC.

It appears settled that at least $4,800 in contri-

butions from corporate funds were made by Graves through

various company employees. These were taken from a

secret fund estimated by 3-raves to be $6,000 ($1,200 remains)

Swhich fund was passed to Graves by the secretary to his

Spredecessor, Roger Wilson, at the time of Wilson's death.

A review of the reports of recipient committees in

Louisiana shows that $9,400 in contributions were received

Cby candidates from employees of McDermott, this is $4,600

.,in excess of the amount Graves admits transferring through

employees.

It apjears from the SEC materials that McDermott

Company has had a history of maintaining secret cash funds.

These consisted of transfers from foreign subsidiaries. One

fund containing eleven diversions of coporate monies totalling

$300,090 was, according to the SEC complaint "created, directly

supervised, collected and dispensed [sic] by . . -Wilson from

1962 until about the time of his death in 1972." The evidence

also shows that $50,000 of this fund was tXs

UFFWAL L ECu"PY
~GENERA CCUNS[L
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Wilson by Oraves near the time of Wilson's death and that

of this amount, $30,000"1 which remains unaccounted forwas

kept in the same secret box as the $6,000.

It should be noted that Graves estimate that the

fund contained $6,000 came in amended testimony to the SEC.

originally, Graves said that the fund contained $1,500 but

after conflicting testimony by Nelson Crews, a director and

Executive President until he left the company in 1974, through

whom Graves had forwarded contributions, he revised his

cstinate to $6,000.

In the supplement to his SEC testimony Graves

reconstructs the following disbursements of cash from

the fund.

"In Septemnber of 1972, I gave $1,000 in cash to
John D. Dupy, who was then the company Treasurer,
who at my request had contributed an identical
amount to the 1972 Victory Dinner Committee. In
August 1974, I gave approximately $1,000 cash to
Nelson Crews, instructing him to arrange for an
identical amount to be given from Company employees
to the campaign of Henson Moore, a Congressional
candidate from Baton Rouge. In October 1974, I
gave $600 cash to Ar. E.B. Gravois, a company
employee, to purchase six tickets for a dinner
honoring Senator Long of Louisiana. In March 1975,
I gave Mr. Gravois $1,200 cash and asked him to
arrange for contributions totalling that amount
to be made by company employees to David Treen, a
Congressman from Louisiana, to help make up a
campaign deficit. The above constitutes my best
present recollection of any and all withdrawals
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made by me . . . . These withdrawals total approxi-
mately $4,800. Accordingly, I now believe that the
envelope that I received in 1972 must have contained
approximately $6,000.

Except for Crews all of the employees from whom state-

ments were taken deny their participation in these schemes.

It should also be noted that the evidence refers to

an $18,000 fund. This is composed of $12,000 in cash that

Graves requested from abroad and the estimated $6,000 from

which the illegal contributions were made.

III. Analysis

Although Mayer, Graves personal attorney, desires

to conciliate as to $4,800 in admitted corporate contri-

butions, the potentially conflicting evidence in this matter

suggest that further information should be elicited from

the apparent principals involved in the contributions from

McDermott -- i.e., Graves, Crews, and E.B. Gravois

administrative assistant to H.W. Baily, Executive Vice President

of McDermnrOtt.

Graves contends that the withdrawal of approximately

$4,800 constitutes his best recollection of any and all

corporate contributions funneled by him to four recipients,

namely Congressman David Treen, Congressman Hansen Moore,

Senator Russell Long and the 1972 Victory Committee. An

analysis of the reports of these committees shows that

FEDERAL ELECTION COMMISSION
OFFICIAL FiLE" COPY

OFFICE OF GENERAL COUNSEL
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$9,400 is listed as being contributed by Graves and other

McDermott employees. (See the attached chart, which was

prepared from an analysis of the reports of all Louisiana

candidates, 1972-1976.) It is entirely possible that these

additional amounts were properly given. However, these

disparities as well as denials by various of the alleged

participants, that they used corporate monies compels

further examination of the facts. This would involve taking

sworn testimony from the principals in this matter.

* Graves claims to have given cash to Crews and Gravois

for distribution to designated recipients by employees

selected by Crews and Gravois. Crews detailed these

arrangements under oath and after such testimony Graves

amended his sworn testimony to conform to Crews remarks.

There is no sworn statement in the record from Gravoi-*s.

Crews indicates that certain employees may have been his

conduits but that he can not recall definitely. The

individuals that he does name der. y under oath that

they participated in any arrangement to contribute corporate

funds. There would appear to be little evidence available

to impeach these statements but a close examination of

Graves, Crews and Gravois should elicit a more exact

description of these facts involved. This would help

insure that the Commission is not closing a case that

is of greater magnitude than Graves "O"o.

lull7
Ju Ai~~
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The statute of limitation would preclude enforcing

a finding of a violation with respect to the $1,000 given

to the 1972 Victory Committee and the statute would

similiarly run as to the $1,000 given to Crews in August of

1974 unless this matter is promptly investigated.

IV. Recommendation

The staff recommends that the Commission find reason

to believe that violations of 2 U.S.C. §441(b) (a) were

committed by J. Ray McDermott and Company Inc., Charles

L. G1-raves, Nelson Crews and Earnes B. Gravois. It is further

recommended that sworn testimony be taken for Graves, Crews

and Gravois after each of the respondents has been

given a reasonable opportunity to respond.

D2kTE WILLIAM'C. fOLDAKER

GENERAL COUNSEL

FEDERAL M[C~ORI COM!IS1ON
OFflC"iA1 FILE ~~



UNITED STATES OF AMERICA

FEDERAL ELECTION COMMISSION

Subpoena to Appear for Deposition Upon Oral Examination and
to Produce Books, Records and other Relevant Documents

TO: R. Nelson Crews
3617 Moore Drive
Houston, Texas

At the instance of the Federal Election Commission

pursuant to §437d of Title 2 of the United States Code,

you are hereby subpoenaed to appear for deposition with

regard to possible illegal campaign contributions from

funds of J. Ray McDermott, Inc. in connection with the

campaign of candidates for federal office or committees*

supporting candidates for federal office, including but

not limited to Congressman W. Hensen Moore, Congressman

David C. Treen and Senator Russell Long. Notice is

hereby given that the deposition is to be taken at

and at any and all adjournments thereof.

You are hereby subpoenaed to appear for this deposition

and, pursuant to §437d of Title 2, United States Cod-., to

produce at the time of the deposition;
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A) All documents and all tangible things including

but not limited to letters, memoranda, inter office

communications, telephone logs, cancelled checks with back

up data for any account held in the name of J. Ray McDermott,

Inc. or any of its subsidiaries or any account under your

control or the control of your wife, or records of any

bank chec.ks which refer, relate or pertain in any way to

the transfer or contribution directly or indirectly of

funds of J. Ray McDermott, Inc. and any of its subsidiaries

since December of 1971 to any candidate for federal office

or any such candidate's committee or any committee supporting

f ederal candidates.

B) All documents and all tangible things which refer,

relate or pertain in any way to any of f book fund maintained

by J. Ray McDermott, Inc. or any of its office, since

December 1, 1971 from which any transfers or contributions

were made directly or indirectly to any candidate for federal

office or any such candidate conmmittee or any committee

supporting federal candidates.

C) All documents and all tangible things including

but not limited all cancelled checks from accounts maintained

in your name or the name of your wife or records of bank

UFF~!I FILE COPY
P£~UAL COUNSEL
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checks which refer, relateror pertain to any contributions

made since December 1, 1971 by either you or you and your

wife from funds under the ownership or control of you or

you and your wife to any candidate for federal office or

any such candidates committee or any committee supporting

f ederal candidates.

WHEREAS, the Chairman of the Federal Election

Commission has hereunto set his hand at Washington, D.C.,

this day of ,1977.

THOMAS E. HARRIS
CHAIRMAN

ATTEST:

Socrct,-ary totcComnmission

~FF1~LFILE COPY
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UNITED STATES OF AMERICA

FEDERAL ELECTION COMMISSION

Subpoena to Appear for Deposition Upon Oral Examination and
to Produce Books, Records and other Relevant Documents

TO: Earnest B. Gravois
RFD 2, Box 515
Thibodaux, LA 70301

At the instance of the Federal Election Commission

pursuant to §437d of Title 2 of the United States Code,

you are hereby subpo(-aed to appear for deposition with.

regard to possible illegal campaign contributions from

funds of J. Ray McDermott, Inc. in connection with the

campaign of candidates for federal office, including but

not limited to Congressman W. Hensen Moore, Congressman

David C. Treen and Senator Russell Long. Notice is

hereby given that the deposition is to be taken at

and at any and all adjournments thereof.

You are hereby subpoenaed to appear for this deposition

and, pursuant to §437d of Title 2, United States Code, to

produce at the time of the deposition;

- ~SLLLL ,
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A) All documents and all tangible things including

but not limited to letters, memoranda, inter office

communications, telephone logs, cancelled checks with back

up data for any account held in the name of J. Ray McDermott,

Inc. or any of its subsidiaries or any account under your

control or the control of your wife, or records of any

* bank checks which refer, relate or pertain in any way to

the transfer or contribution directly or indirectly of

funds of J. Ray McDermott, Inc. and any of its subsidiaries

since December of 1971 to any candidate for federal office

or any such candidate's committee or any committee supporting

federal candidates.

B) All documents and all tangible things which refer,

relate or pertain in any way to any off book fund maintained

by J. Ray McDermott, Inc. or any of its office, since

December 1, 1971 from which any transfers or contributions

were made directly or indirectly to any candidate for federal

office or any such candidate committee or any committee

supporting federal candidates.

C) All documents and all tangible things including

but not limited all cancelled checks from accounts maintained

in your name or the riame of your wife or records of bank

FEDEPALE~TVA~

OFFICE OF GENERAL UUNSELL
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checks which refer, relateror pertain to any contributions

made since December 1, 1971 by either you or you and your

wife from funds under the ownership or control of you or

you and your wife to any candidate for federal office or

any such candidates committee or any committee supporting

federal candidates.

WHEREAS, the Chairman of the Federal Election

Commission has hereunto set his hand at Washington, D.C.,

this day of , 1977.

THOMAS E. HARRIS
CHAIR-MAN

ATTEST:

Secretary to the Commission



UNITED STATES OF AMERICA

FEDERAL ELECTION COMMISSION

Subpoena to Appear for Deposition Upon oral Examination and
to Produce Books, Records and other Relevant Documents

TO: Charles L. Graves
1329 Octavia Street
New Orleans, Louisiana

At the instance of the Federal Election Commission

pursuant to S437d of Title 2 of the United States Code,

you are hereby subpoenaed to appear for deposition with

regard to possible illegal campaign contributions from

funds of J. Ray McDermott Inc. in connection with the

campaign of candidates for federal office or committees

supporting Candidates for federal office, including but

not limited to Congressman W. Hensen Moore, Congressman

David C. Treen and Senator Russell Long. Notice is

hereby given that the deposition is to be taken at

and at any and all adjournments thereof.

You are hereby subpoenaed to appear for this deposition

and, pursuant to §437d of Title 2, United States Code, to

produce at the time of the deposition;

O~~EUF~E~EALCONSE
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A) All documents and all tangible things including

but not limited to letters, memoranda, inter office

communications, telephone logs, cancelled checks with back

up data for any account held in the name of J. Ray McDermott,

Inc. or any of its subsidiaries or any account under your

control or the control of your wife, or records of any

bank checks which refer, relate or pertain in any way to

the transfer or contribution directly or indirectly of

funds of J. Ray McDermott, Inc. and any of its subsidiaries

since December of 1971 to any candidate for federal office

or any such candidate's committee or any committee supporting

federal candidates.

B) All documents and all tangible things which refer,

relate or pertain in any way to any off book fund maintained

by J. Ray McDermott, Inc. or any of its office, since

December 1, 1971 from which any transfers or contributions

were made directly or indirectly to any candidate for federal

office or any such candidate --ommittee or any committee

supporting federal candidates.

C) All documents and all tangible things including

but not limited all cancelled checks from accounts maintained

in your n.ame or the name of your wife or recordsc of ba--nk

uKEL
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checks which refer, relateror pertain to any contributions

7-cide since December 1, 1971 by either you or you and your

wife from funds under the ownership or control of you or

you and your wife to any candiate for federal office or

any such candidates committee or any committee supporting

federal candiates.

WHEREAS, the Chairman of the Federal Election

Commission has hereunto set his hand at Washington, D.C.,

this day of ,1977.

THOMAS E. HARRIS
C HA I RM1AN

ATTEST:

Secretary to the Commission~

FEDERAL ELECT1OII COMI MSSION
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FEDERAL ELECTION COMMISSION
115KSI 1I I N.W

4 WA441N(;J ON,D.C. 20461

IFIEi) AIL
RETURN RECEIPT REQUESTED

Charles L. Graves
1329 Octavia Street
New Orleans, Louisiana

Re: MUR 254 (76).

Dear Mr. Graves:

This letter is written with regard to your discussions
with this office as to a conciliation agreement concerning
$4,800 in political contributions made by you from
corporate funds.

Although the Commission appreciates your cooperation
to date, our continuing review of this matter indicates
that an investigation of this matter is required to
determine whether there are additional facts relevant to
the conciliation process.

Pursuant to its enforcement authority under 2 U.S.C.
§437g (a) (2), the Commission has found, on
reason to believe that you have violated 2 U.S.C. §441b.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
within 15 days of receipt of this letter any factual or
legal material you believe are relevant to the Cormmission' s
analysis of this matter. The Commission is under a duty
to investigate this matter expeditiously. Accordingly,
we plan to take depositions with respect to your knowledge
of these matters and will be contacting you in this regard.

J~i ri

'* UT1e ' L %1
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Darr and Andrew Athy, Jr., (202/523-4038).

Sincerely yours,

William C. Oldaker
General Counsel

FEDERAL ELECTI11 COMMISSION
OFFICIAL FILE COPY

OFFICE OF GENERAL COUNSEL



FEDERAL ELECTION COMMISSION
1I2r) K SiII1 I NW

CERTIFIED MAIL
RETURN RIECEIPT REQUESTED

Mr. Earnest B. Gravois
RFD 2, Box 515
Thibodaux, LA 70301

RE: MUR 254 (76)

Dear Mr. Gravois:

-" This letter is to notify you that based on information
received in the course of doing business the Commission

N has found reason to believe that you have violated 2 U.S.C.
S441b. This information indicates that cash funds of
J. Ray M4cDermnott Inc. were distributed through you to
candidates for federal office. The evidence specifically
suggests that $1,200 in cash was given to you to arrange
for contributions totalling that amount fromi company
emp~loyees to David Treen and that $600 was given to you to
be given to or forwarded in the same manner to a dinner
for Senator Russell Long.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
within 15 days of receipt of this letter any factual or
legal materials you believe are relevant to the Commuission' s
analysis of t-his-matter. The Commission is under a duty
to investigate this matter expeditiously. Accordingly,
we plan to take depositions with respect to your knowledge
of these matters and will be contacting you in this regard.

The attorneys assigned to this matter are Carol Darr
and Andrew Athy, Jr., (202/523-4038).

Sincerely yours,

William C. Oldaker
General Counsel



FEDRALELECTION COMMISSION
115 K SIR[I-I N.W
WASHING ION,) (. 20463

FED M4A IL
RETURN RECEIPT REQUESTED

R. Nelson Crews
3617 Moore Drive
Houston, Texas

RE: MUR 254 (76)

Dear Mr. Crews:

This letter is to notify you that based on information
received in the course of doing business the Commission
has found reason to believe that you have violated 2 U.S.C.
§441b. This information indicates that cash funds of
J. Ray M4cDermott Inc. were distributed to you for the
purpose of having you and others make contributions to
designated candidates. The evidence specifically suggests
that on two separate occasions, $1,000 of corporate funds
were received by you and forwarded through others for the
benefit of Henson Moore candidate for Congress.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
within 15 days of receipt of this letter any factual orlegal m~aterials you believe are relevant to the Commsio'
analysis of this matter. The Commnission is under a duty
to investigate this matter expeditiously. Accordingly,
we plan to take depositions with resp ect to your knowledge
Of these matters and will be contacting you in this regard.

The attorneys assigned to this matter are Carol Darr
and Andy Athy, Jr. at (202/523-4033).

Sincerely yours,

W1illiam C. Oldaker
General Counsel

FEDERAL ELECTION COMMISSION

OFFICIAL F.'LE COPY
OFFICE V' P,-NLRAL COUNSELI
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MIt MMR 254 (76)
In JANI 12107;P

Dear Xr. Gravest
c this ]Letter is to advise you that the C isinhas

deto ie not to oonoiliaet in the be-need I
and to leave its file open peningth receipt of further

o information. At the present time we d* not have
sufficient information upon which to take action in this
matter,

0 A copy of a certification of the Coinissionts action

is enclosed with this letter, It you have any questions
please contact Carol Darr (telephone no. 202/302-4041),r
the attrny assigned to this case.

Sincerely yours.

William C, Oldaker
AsSen* General Counsel

inclosure

CDarr :pjg:12/23/76
cc: Chron fJle

Rfil

FEDO& FL E CopyS
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adSNDR ospl~esr 1. 2. and 1.
Ad dem i~ n Use *RBTUR TO" Wim e0

1. The followirig service is requested (checlk one).

O Show to whom and date deie....... 1541

IShow to whom, date, & address of delivery.. 3S4

o RESTRICTED DELIVERY.
Show to whom and date delivered.........65#

[RESTRICTED DELIVERY.
Show to whom, date, and address of delivery 854

REGISTERED NO. I CERTIFIED NO INSURED NO.

F~ ~ * am tipo-m-29s
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GMZEM ilk

RRTU9." -~uP RUQUNIM

Daniel Mayers.. 2sq.
Douglas Thinps"On, r., Req.
Wiluier, Catler & Pickering
U666 X Street, New#;

_ WVingtout D.C. 20006

Lvn Re: MR214(M

Dear Messrs Mayers A hmsn

This letter is to advise you that the Commisbion
has tetermined not to conciliate in the above-numbered 14UR
and to leave its file open pending the receipt of further

einformation. At the present tine, we #p not have
TP sufficient information upon which to tate action in this

matter,

C A copy of a certification of the Commission's
el, action is enclosed with this letter. If you have any

questions please contact Carol Darr (telephone no. 202/382-4041),
Nthe attorney assigned to this case

Sincerely yours,

William C. Oldaker
General Counsel

gnci**osure

I'

'~
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Show to whom, date, and address of deliveryI

2. ARTICLE ADDRESSED TO:

SREGISTERED NO. CERTIFIED No. INSURED M*

jSIGADRE (Corn Autorze if

SUALO ELIVE

S.E~
tV ADDRESS (Cwn nly f ro

1 4 LP 'I C O P Y
corf w. U COUNSEL



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
) 4UR 254 (76)

J. Ray M4cDermott & Co.,
Inc. & Charles L. ciraves)

CERTIFICAT ION

I, Marjorie W. Emmons, Secretary to the Federal

Election Commission, do hereby certify that on December 22,

1976, the Commission determined by a vote of 5-0, not to

conciliate in this matter and to leave the file open.

Commissioner Thomson was absent.

LMarjoriy w. Emmons
Seretary to the Commission



BEFORE T'IE FEDERAL ELECTION COMMISSION

In the Matter of)

MUR 254 (76)
J. Ray McDermott & Co., Inc.)

& Charles L. Graves

GENERAL COUNSEL'S REPORT

I. Allegations

This MUR was initiated internally on the basis

of information supplied to the Federal Election Commission

on September 30, 1976 by Daniel Mayers, attorney for

Charles Graves, President and Chairman of the Board of

J. Ray McDermott and Company.

An examination of the voluntarily supplied materials

indicates a violation of §441b prohibiting corporate political

contributions to federal candidates.

Mr. Mayers' objective in providing the Commission

with evidence of Charles Graves' illegal political contri-

butions is to conciliate as to $4,800 in corporate monies

which Graves admittedly has contributed to various federal

candidates and officeholders since 1972.

Our examination of the materials supplied voluntarily

by respondents indicates that there is insufficient evidence to reach

a conciliation agreement in this matter. At the present time
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it is unclear whether the $4,800 represents the full

extent of respondent's §441b violation; it is also unclear what

effect the 3 year statute of limitations in 2 U.S.C. S455

has on the possible violations in this matter.

II. Evidence

No complaint has been filed in this matter. However,

the Securities & Exchange Commission is conducting an

investigation into McDermott and filed a S10(b) complaint

against the Company naming Charles Graves and others as

defendants. As part of the permanent injunction which

was filed on October 6, 1976, pursuant to the complaint,

McDermott agreed to have a Special Counsel further

investigate the allegations in the SEC's complaint, and file

a report of its findings within 120 days of the October 6,

1976 injunction.

The officers of McDermott made cash disbursements of

corporate monies for two illegal purposes. One fund was

used for commerical bribery paid to an officer of the

Tenneco oil company one of McDermott's customers.

The second purpose of the illegal case disbursements of

Oiik;l FILE COPY
OFFICE Qf GENERAL COUNSEL
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corporate funds was political. The third count of the SEC's

complaint alleges that since 1962, the McDermott Company,

Charles Graves and several other officers of the company,

caused the accumulation of a secret, off-book cash fund

totalling at least $300,090, which was concealed and

disguised through false accounting entries. They also

created and maintained another secret cash fund of at least

$18,000 in corporate monies, part of which was used to make

illegal political contributions to candidates for federal

office. Mayers, attorney for Graves, is willing to conciliate

as to $4,800 of this $18,000 fund. Both of these funds were

at the corporate headquarters in New Orleans.

One fund containing eleven diversions of corporate monies

totalling $300,090 was, according to the SEC complaint,

"Icreated, directly supervised, collected and dispersed (sic]

by a now deceased officer of McDermott, Roger Wilson," during

a period from 1962 until about the time of his death in 1972.

Although the SEC's complaint states that the purpose

of this $300,090 fund was "unknown", the other admittedly

political fund containing at least $18,000 is considered

in the complaint "a further part of aforesaid conduct (i.e.

the $300,090 fund)." This $18,000 was accumulated at
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the direction of Charles Graves from 1972 to 1974, and

disbursed from 1972 through 1975. This second fund may

be in fact a continuation of the original $300,090 fund.

Dan Mayers, attorney for Graves9 states that the

speculation expressed in the depositions of various

employees, particularly Katherine Moore, Wilson's secretary,

was the sole basis on which the SEC characterized the

$300,090 fund as political.

When asked to give the basis of her speculation that

the purpose of the $300,090 may have been for political

contributions, Moore states [p. 20-21, Moore's testimony

to SEC]

C- "Well, just thinking about the foreign money.
I can say that I am very certain he [Wilson]
never used it for himself . . . . So then where
is th~e money going if its not for political
contributions, you know?

Q - Has this speculation you have come about as a
result of various newspaper articles in the last few
years or was this speculation that perhaps went
through your mind at the time?

A - It went through at the time.

The first diversion of corporate monies into the

$300,090 fund was made in 1962 in the amount of $30,000 by

Roger Wilson, who was then president of McDermott.

FEDERAL ELECTION COMMISSIONI

OFFICIAL FILE COPY
OffIC E Of UE21 1tNSEL
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Charles Graves, successor to Wilson and present

president of McDermott, admits in his testimony to the SEC

that Wilson told him of the conversion of the $30,000 in

to cash at the time it was made, but that Wilson did not

mention the purpose of the transaction, and that "you

didn't question Mr. Wilson on matters of that nature."

(P. 16, Graves' SEC testimony]

Graves' second association with this $300,090 fund

_ occurred in December of 1971, when Bob Richie, president of

Oceanic, a subsidiary of McDermott, brought an envelope

containing $50,000 in cash to Graves, because Wilson, who

had requested the money, was in the hospital, and Graves

was the chief operating officer.
C-

Richie states: [Richie's testimony to SEC p. 153]

"he [Wilson] was at the hospital at the time I
brought it [the cash] in [to the office] so he
wasn't available for me to give it to, so I
handed it to Mr. Graves because Mr. Wilson wasn't
capable of receiving it"

Q - What did he (Graves] say to you when you handed
him $50,000?

A - "He didn't say anything to me. He just gave me
a receipt for it that he received it"

Q - Did you have a conversation at all with Mr. Wilson
then?

A - "no sir, I never saw Mr. Wilson after that time
up until he died. I was overseas when he died .
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Graves states: [Graves' testimony SEC, p. 13]

"Bob brought an envelope to me and said it was
funds that Roger had asked him to bring home to
him -- cash, and Roger was not here that day.
It was December the tenth because I signed a
receipt for Bob on December the tenth, and Bob
told me the envelope contained fifty thousand
dollars in cash ....

The next day that Mr. Wilson was present, came in
the office and I gave him the envelope and told
him this was the envelope he had asked Bob to

V) bring home, and he thanked me and that was the
last I saw of that envelope.

C17 No evidence has been offered as to what Wilson did,

if anything, with the $50,000 cash in the next two months

preceding his death. This $50,000 is evidently the last

of the diversions of corporate money into the $300,090

cash fund that Wilson maintained.

About a month after Richie brought Graves the $50,000,

Wilson's secretary, Katherine Moore, brought Graves another

envelope, which she knew contained corporate funds from

Wilson's safety deposit box:

Ms. Moore states [Moore's testimony to SEC, p. 12]

"I really thought this money, whatever amount it
might have been, did not belong as a part of
Mr. Wilson's estate, so I went down during the
meeting, got the money and afterwards I gave it to
Mr. Graves and told him what I thought it to be,
and that I didn't think it should have been left
in the lock box when Mr. Wilson [died] and that
was it, the last I saw or heard of it.
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Q - Did he open it up in your presence?

A - No. He did not.

Q - What did Mr. Graves say to you when you
brought the envelope to him?

A - Oh probably just "thank you". We didn't
have any great conversation about it, as I recall.

Graves states that he gave the envelope to Jim

Cunningham, who had a fireproof safe in his office. Graves

testified that Cunningham returned the envelope some months

later. "Well, I said okay and took the envelope back, and

that was the first time I opened it. I opened it and it

contained fifteen hundred dollars in cash." [p. 19]

Cunningham states in his testimony [at pp. 69-70]

Mr. Graves gave me for safe keeping an
envelope which purported to have cash in it
which I never opened, and shortly overnight
over the weekend put in safe keeping, that I
delivered it back to him . . .1

Q - When did you give it back to Mr. Graves?

A - Overnight or over the weekend or whatever the
period of time. I don't rightly remember. It was
about the time that Wilson was terminal.

In May, 1974, Graves requested that Crews, Cunningham

and Richie, each bring him $4,000 in cash from overseas.

[Graves, p. 41]

FEUEPAL E[ECTION COMMISSI
F 1 u AI COPY



-8 -

"In early '74,, . . . I had always understood Roger
[Wilson] kept some cash here. I have told you I
had fifteen hundred. I still have that fifteen
hundred. I had never had occasion to use it, but
if we needed cash for any basis, certainly fifteen
hundred dollars isn't very much cash for anything
you might need. So I asked them to bring some
money home. They were getting ready to leave on
the audit trip. They did so. Each one of the
gentlemen brought in four thousand dollars in
cash . . . . I have the twelve thousand dollars.

Graves later amended his testimony after he was

C-7 informed that Nelson Crews, who was no longer with McDermott,

recalled that he had received cash from Graves in connection

with political contributions. Graves attributes his previous

lack of memory to medical treatments that he was currently

undergoing and states that "Mr. Crews' recollection in turn

jogged my memory."1

With respect to the envelope given to him by Wilson's

C secretary, Graves says that "I now realize that the envelope

must have contained more. My best estimate is that the

envelope must have contained approximately $6,000."

This $6,000 in addition to the $12,000 that Graves

received from overseas comprises the $18,000 to which the

SEC complaint refers.

In the supplement to his SEC testimony, Graves reconstructs

the following cash disbursements from the fund.
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"In September of 1972, I gave $1,000 in cash to
John D. Dupy, who was then the company Treasurer,
who at my request had contributed an identical
amount to the 1972 Victory Dinner Committee. In
August 1974, I gave approximately $1,000 cash to
Nelson Crews, instructing him to arrange for an
identical amount of contributions from Company
employees to the campaign of Henson Moore, a
Congressional candidate from Baton Rouge. In
October, 1974, I again gave Mr. Crews approximately
$1,000 cash and asked him to arrange for similar
contributions to the Moore Campaign. Also in
October, 1974, I gave $600 cash to Mr. E. B. Gravois,
a company employee to purchase six tickets to a
dinner honoring Senator Long of Louisiana. In
March, 1975, I gave Mr. Gravois $1,200 cash and
asked him to arrange for contributions totalling
that amount to be made by company employees to David
Treen, a Congressman from Louisiana, to help make
up a campaign deficit. The above constitutes my best
present recollection of any and all withdrawals
made by me . . . . These withdrawals total approximately
$4,800. Accordingly, I now believe that the envelope
that I received in 1972 must have contained approximately
$6,000.

As to the $1,500 listed previously, Graves says "I simply

was off by $300 in remembering the amount."

Therefore, $4,800 disbursed + $1,200 remaining in fund

(instead of $1,500) = $6,0001 + $12,000 from overseas = $18,000

fund.

III. Analysis

Mayer, Graves personal attorney, wishes to conciliate

as to the $4,800 in illegal corporate political contributions

which Graves has admitted disbursing.
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There are, however, numerous unanswered questions

concerning the two secret, off-book cash funds of which

Graves had knowledge, especially the $50,000 cash which

Richie brought to him to give to Wilson shortly before

Wilson died in 1972.

A. The $300,090 FUND

This $50,000 is particularly troublesome because Graves

may have had access to it. The remainder of $300,090 fund,

including $30,000 received 3 months previous to the $50,000,

appears to have been collected and disbursed by the now

deceased former president, Roger Wilson.

There are several different possibilities regarding the

disappearance of the $50,000.

1. Graves gave_ the money to Wilson who converted

the money to his own use.

Wilson maintained a lock box in which he kept

an envelope of his own money (used primarily for betting)

and a separate envelope of corporate money. The box was

in Wilson's name, and he and his secretary were the only

two persons who had access to it.

Ms. Moore, Wilson's secretary stated [p. 20].

"Well, just thinking about the foreign [corporate]
money, I can say that in my own mind I am very
certain that he never used it for himself. There
would have been no reason to keep things so separate
and he wasn't the type of pehirayhw.

BmfCIF\L '
SFFICE Of GINEM. COURSEL
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home. Maybe he would be here for an hour maybe two hours

maybe three hours always in the attendance of a nurse,

even though she didn't sit in his office, she was always

present helping." [pp. 11-12, Graves].

Even though Wilson was no longer the chief operating

officer and was extremely ill, it is possible that he

disbursed the entire amount.

III. All or part of the $50,000 found its way

into Graves' possession.

Wilson may have given the money to Graves directly,

although Graves testified that in the period immediately

preceding Mr. Wilson's death, that he never had any

discussions with Wilson concerning the contents of any

safety deposit boxes or vaults in which Wilson maintained

corporate funds. Wilson may have put all or part of the

money in the safety deposit box in the corporate envelope,

the contents of which were given to Graves by Ms. Moore

around the time of Wilson's death on February 12, 1972. Or

possibly, Graves never gave the money to Wilson in the first

place.

MWR~i ECRNo COMMISIS
OFFICIAL FILE COPY
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B. The $18,000 FUND

on page four of his amended testimony, Graves states

that his testimony concerning the withdrawal of approximately

$4,800 "1constitutes my best present recollection of any and

all withdrawals made by me from the cash given [returned] to me

by Cunningham" [i.e., the $6,000]

Our independent investigation into the reports filed

the 1972 Victory Dinner Committee, Congressmen David Treen

and Henson Moore, and Senator Russell Long, shows that more

money was contributed to their campaigns by employees of

McDermott than Graves admitted disbursing.

It is, of course, entirely possible that these contributions

were given personally by the employees without reimbursement

from McDermott corporate funds.

C, The information provided in the amendment to Graves'

SEC testimony and the list of Graves' personal contributions

from 1972-1976 attached thereto was compared to the reports

filed by the candidates named in Graves' testimony. The

following discrepancies appeared:

1. 1972 VICTORY DINNER COMMITTEE

Graves testified that he gave $1,000 to John D. Dupy,

company treasurer, in September of 1972, to contribute to

the 1972 Victory Dinner Committee. The 1972 Victory Dinner

Committee reports a $1,000 contribution from Mr. Dupy on

FIC i GI,'2ALCOUWISE1
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September 29, 1972. Dupy's contribution checks out.

2. CONTRIBUTIONS TO SENATOR RUSSELL LONG

a. Employees excluding Graves.

Graves testified that he gave E. B. Gravois, company

employee, $600 cash in October '74 to purchase six dinner

tickets to a benefit for Senator Russell Long.

Senator Long's reports list 4 contributions of $200

each from Gravois, Crews, Cunningham, and Dupy for a total

of $800.

Senator Long additionally reports a $200 contribution

from Mrs. H.W. Bailey on May 1, 1974. [In H. W. Bailey's

testimony to the SEC, he says that he has no recollection

of being solicited to make contributions by either Crews or

Gravois - or receiving reimbursements for contributions to

Moore or Treen. "I did make presonal contributions on my

personal account to these campaigns." Bailey says nothing

about any contributions to Senator Long.]

There is discrepancy between Graves' testimony regarding

McDermott employees' contributions and Long's reports of $200.

($400 including Mrs. Bailey's contribution).

b. Graves' Personal Contributions.

Graves lists two contributions to Senator Long from his

personal funds, $800 on March 21, 1974 (Check number 5680),

tY 146ij



- 15 -

and $200 on October 8, 1974 (Check number 5880).

However, the reports filed by Senator Long list two

contributions of $200 each on May 2, 1974, one from

Mr. Graves, one from Mrs. Graves. The $800 check (number

5680) does not appear on Senator Long's reports.

Long's reports do list a $200 contribution from

Mr. Graves on November 7, 1974, which appears to correspond

to the $200 check which Graves says was dated October 8, 1974.

With regard to Graves' personal contributions to

Senator Long, a total of $400 is listed on Long's reports which

Graves has not admitted; and Graves has admitted an $800

contribution (Check number 5680) which does not appear on

Long's reports.

3. CONTRIBUTIONS TO CONGRESSMAN DAVID TREEN

a. Employees excluding Graves.

Graves testified that he gave $1,200 cash to Mr. Gravois

in March, 1975, with instructions that an identical amount

be contributed from McDermott employees to the campaign

of Congressman David Treen.

Reports filed by the Treen committee show that $2,500

was contributed by McDermott employees between July, 1974,
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and May 29, 1975, which differs in the amount of $1,300

from what Graves reports.

b. Graves personal contributions.

Graves lists personal contributions of $700 in 1974

and $200 in 1975 to Treen's Campaign. These two sums are

reported by the Treen Committee.

4. CONTRIBUTIONS TO CONGRESSMAN HENSON MOORE

a. Employees excluding Graves.

74') Graves states that he gave $1,000 cash in August, 1974,

and $1,000 cash in October, 1974, to Nelson Crews with

instructions that the same amount be contributed to the

Campaign of Henson Moore through McDermott employees.

Moore's campaign reports show that $2,400 was contributed

between September 9, 1974 and December 3, 1974 from employees

of McDermott, $400 more that Graves admits giving to Crews.

b. Graves' personal contributions.

Graves reports two contributions of $500 each to Moore's

campaign, both of which are listed in Moore's reports.

The campaign reports of the 1972 Victory Dinner Committee,

Senator Russell Long, and Congressmen Henson Moore and David

Treen list a total of $9,400 in contributions from the employees
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of McDermott, including Graves. $2,100 of Graves' admitted

personal contributions are listed in the reports of the four

campaigns, in addition to the $4,800 in corporation monies

which Graves admits disbursing, for a total of $6,900.

There remains, therefore, an additional $2,500 which is

reported by the candidates and political committees as

contributions from employees of McDermott which Graves does

not report.

in The explanation given by Charles Graves of the

"" disbursal of the $4,800 in corporate funds evidences a

C11 pattern of concealing political contributions by routing

them through McDermott employees. This behavior, in addition

to the other employees' contributions found in the candidates'

reports but not admitted by Graves, suggests that there may

C1 be other undisclosed illegal contributions, especially in

light of the previously mentioned $50,000.

It should also be noted that Graves denied any knowledge

of any corporate political contributions until Nelson Crews

had made statements to the SEC.

STATUTE OF LIMITATIONS

There is also a question of the effect of the statute

of limitations with regard to these contributions.

As to the $4,800 which is admitted, the statute has

already run on the $1,000 which was contributed in September,

1972, to the1972 Victory Dinner Committee. F!)Plkj 1'lpIO WVMS1
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The $50,000 which Richie gave to Graves to give to

Wilson has never been accounted for. The effect of the

statute will of course be determined by the date on which

it was disbursed (assuming we can ever find out.)

IV. Recommendation

The permanent injunction to which McDermott and its

officers agreed in the suit brought by the SEC requires,

inter alia, that McDermott retain a law firm satisfactory

to the SEC to act as Special Counsel to further investigate

the allegations in the SEC's complaint, and that a report

* of the findings be filed within 120 days of the October 6,

1976, injunction. The final judgement also ordered McDermott

C7 to correct a file with the SEC any appropriate amendments to

its annual and periodic reports from 1962 to date with respect

to the matters alleged.

These amended annual and periodic reports should be

most helpful in determining where and how the funds in

question were spent, and it is recommended that no investigation

or conciliation be concluded until after the date the reports

are due.

In the interim, the Commission should find reason to

believe violation of §441b by McDermott, Graves, Richie, Crews,

Cunningham, Dupy and Gravois. i 1Y 1 ! T1 tOW.4 .
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Graves was also questioned by the SEC about the purpose of

the corporate cash fund that Wilson kept.

Q - Do you know if Wilson viewed this as a supplement
to his income or whether he had a specific purpose in
mind for withdrawing these funds?

A - I would not hazard a guess.

Q - Was Mr. Wilson's influence such that he could
have had whatever salary he desired?

A -I would say that he probably could have.

-II. Wilson disbursed the $50.000 within-the two,

months preceding his death.

Graves stated that he gave Wilson the envelope within

several days after he himself received it on December 10,

1971.

From the time that Wilson entered the hospital about the

first of December, until his death on February 12, 1972,

C Graves was the chief operating officer. Graves states that

when Wilson returned from his exploratory surgery, he came

to the office or attended to corporate business relatively

infrequently, "from one to three days a week maybe four

days a week, only a few hours at a time . . . . He had

cancer of the lung, so he would go out to the clinic and take

his cobalt treatment, and then come to the office maybe for

an hour or so until he began to feel badly and he would go

FEDFRAI. aj[C rj! CnMI JSmpRQF!W~ 1nCP
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William Oldaker, Esquire
Compliance Section
Federal Election Commission
Fourth Floor
1325 K Street, N. W.
Washington, D. C. 20463

Dear Bill:

I talked with Jack Murphy yesterday, who suggested
that I deliver to you various documents relating to the
matter of our client, Charles Graves.

On July 14 Mr. Graves gave sworn testimony to
SEC staff attorneys (Attachment A). Pages 40-43 of that
testimony are directly relevant, as is Mr. Graves' August
18 supplement to that testimony (Attachment B). Since
these SEC proceedings are not public documents, I hope
that you will keep them and the matter confidential until
the complaint and consent is filed, which hopefully should
occur by the middle of next week. As I told Jack, the day
after we met with you we discovered that McDermott & Co.
had previously made mention of the subject transactions
in its 8-K filing to the SEC for the month of August
(Attachment C) .

I believe I also told you that none of the
monies in question were ever used by Mr. Graves to re-
imburse himself for his own political contributions.
For your information, I am enclosing a schedule of those
contributions for the years 1972-1976 (Attachment D).

~ :i ;All



-2 -

As you know, we hope we can move forward expeditiously,
and are ready at any time to discuss the matter and provide
you with any further information you may need.

1 K. Mayers

Enclosure
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S
REPORT OF THlE AUD)IT COMMITTEE

(iF THE BOARD) OF I)IIIECT(JRS OF

J. RAI' McDEIIMOTTI & CO.. INC.

1. INTRODUCTION

A. BACKGROUND IN FORMATION

J. Rav Mc:Dermlott & Co.. Inc:. (herein _,cncrall\ 'AMcDerinott or thle -Company"') is
a publicly-owned corporation whic~h pro-vides spekialized engineerinL, aind c:onstrlilction ser-
vices to thc oil and Las industrv throughou1.t the %%orld. Mc Dermiott w as incorporated in
Delaware in 1946 as the successor to businesses enlgaged Inl pro~ iding construction services
to thle oil and gas industry since the I 92ffs. Thle Company. w hich is headquartered in
New Orleans, Louisiana. is a leader in the fabricaLtion of offIshore structures used in the
production of oil and gas and operates one of thle largest world ide fleets of marine con-
struction equipment. International oil and gas c:ompanies, are the Company's principal
customers for it,. marine construcktion scrvice ,. At December 10(. 1 976 McDermott had
outstanding approximately 1 5.700.000 share, of common stock held of record by approxi-
miately 8.600 holders.

1.McDcrinott's Initial Public Disclo sure of Qucstionahlc Pavmnns

On June S. 1976. the Company mailed to its tockholders copies of its Annual Report
for the fiscal year ended March 3 1. 1976. Thle Report included a letter from Charles L.
Graves, Chairman of the Board and Pres ident of Nk\LDermott. Mr. (iravces referred therein
to certain questionable payments which had been made by the Company in prior years.

* Tis portion of the letter wkas inc]luded In preliminary proxy materials-iled with the
Securities and Exchanee Commission ( herein the "Commission") on June 9, 1976-for
the Annual Meetrine of kMcDermo(_tt\s stockholders. Prior to thle diSclosure in Mr. Graves'
letter, neither the Commission nor the public had been informed b\ the Company of the
existence of any such payments.

In his letter. M.\r. Graves described an arranizement entered into by a now-deceased
executive of the Company which involved the payment of approximately, S.500.000 to an
employee of a McDermott customer durinti the year,, 1 97 1 through 1 974. Also mentioned
was thle disbursement of approximately S300.000 by the same executive-in payments
which, the letter stated. may have been made for -political purpose,.- In both cases, the

McDermott executive referred to was- Rower W. Wsilkon. former Pre~ident and Chief Execu-
tive Officer. The McDermott cus:tomler was Tennec:o Oil Company, a subsidiary of Ten-

neco Inc. Schacht V. MCo011.111. the recipient of the S-500.000, wsas ait the time of the

payments an Executive Vice President and later V'ice Chairman of Tenneco Oil.

2. The Commission's Investigation

The Committee is informed that the Commission and the Internal Revenue Service
("IRS") had been developing information with respect to certain aspects of the Company's
operations-in particular the McCollum payments-prior to the time of M.cDermott's first
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public disclosure. Immediately after that disclosure. thle Commission issued an order of in-

vesti~nition to look into thle matters thus disclosed and other possibly questionable payments

and practices onl the part of thle Company or its employees.

By late July, the Commkiison's staff had obtained SUbstantial documentary evidence

anld had taken thle depositions of sev'eral senior members of McDermotf*s management. as
%kell a,, certain other individuals. The depositions focused upon. and devecloped further

information on! the Wilson fund. a successor fund maintained by Mr. Graves and the

NIc01ollum1 payments.

To~~ ard the end of July and in early August. the Commission staff and the non-

mlanacement memnbers of cerotsBoard ot Directors Nkere advised that certain of the

wiitne-se-s. including Mr. Gravecs. intended to supplement their Commission testimony. The

supp11lments would indicate that relativelv smiall sumis of Company funds had been used

to rimC~lburse emiployees x ho had mnade domlestic political contributions.

Suib \cqIu('t Developinctts

Onl AucusLlt 9. 1976. the Audit Committee of thle Board of Directors of McDermott-

Johnil A. Morgan (C hairman). Jamies A. Hunt and George D. Aldrich. all outside directors

Ml o ha% e ne% er beeni employees of McDermnott-determiined to conduct a world-wide in-

elltica1tiOnl into thle possib11le existence: at the Ciompany of I ) illegal political contributions.

L'it Kr I or01eiLn Or domestic;4: (2 ) off-book funIds or a ccounIting( praties C i coUld be used

t or i rpc tro t~:3 pay ments of mloney . or thle providing Of any1 onIsIieratilonl. to

CO einntoflic jails. domicstic or foreign: and 4) commercial b~ribcr\-. G. W. Douglas

( ar\ r. ilso an outside dire:ctor, has joined x ith thle Committee for purposes of this

A\t the samec meetinLc. the Audit ComiTIttee dcided to retain thle law firm of Davis Polk

& \ a d\ iias its spciald counsel. The Committee all() authorized Da\ Is Polk & WVardwell

to) etInCL1 IndepenLdenlt puLbli'c accoun~tanlts to asl-st it InI ConduIctin thle in\'estic-at(ion.

01n Aucust 1 0. 1 976. the Hoard of Directors, of Mlclermott approx ed and ratified these

detem~liI!nt Ions' Of thle Audit Comm11ittee, and re ,olv-ed that all officers anld em1ploy-es of the

Corn r,-,\ be insirLieted to Cooperate in the: lnvc.-tigation. A description of the Comnmittee's

ac.:t I' :tles, I, set forth in Part III of this Report.

InI 1icht of thle investi2ation by the Commission and the determination of the Audit

C ominittceL to) :onduLct its own nvestigation. thle A-nnual Meetinz of Stockholders on AugLust

10 ()li \ -adjouIrned after preliminary formialities to a date to be set by the Board of Directors.

On Oc:tober 6. 1 976. the Cormission tiled aI complaint, in the United States District

( our-ttfor thle District of Columbia. charLinc Mc:Dermnott and sexven mndixduals-including

Mr. Gjrax es and four other preseLnt directors of MeDerilott-wxith v iolations of the securities

llm\ ' The :omiplaint alleged that the de:fendant11s had participated in variouIs unlawful

p.r tn-Iand practic:es. includinLc those referred to in Mr. Craves' le tte-_r to -,toc kholders. as

xx1 '11 the1L m AinclL Of unlawful dome11stic politil al contributions. MLcermott and all but

ne I theL individual defe'ndanlts conSented to the entry of final judgments, which wvere filed

sumultneoslvWith thle complaint and xx hich provided for injunctive, relief.*

Ihe: other defendaint subscqucntly agrecd to slimillar relief.



McDermott also filed with thle District Court a Consent and Undertaking which referred
tol the Audit Committee's ongoing invest igat ion,. and '% hich requircd that a written report of
(lhe (Committee's activities, findings and recommendations be submnitted to McDermott's
Board of Directors and be made public. This Report is being made pursuant to the require-
ments of thle Consent and Undertaking.

B3. SUMMARY OF FINDINGS

The Audit Comittoe's inive.stigation has taken approximately seven months and has
focused upon the five fiscal y'ears ended March 3 1. 1 976. Thle Committee's findings and
concIlusions, summarized in this section. are set forth in detail in Parts 1V-VIII below.

1. The W~ilson Fund

At Rogyer WV. Wilson's express direction, approximately, S300,0)00 in cash was paid to
himi over a period of slightly less than tenl years. bcinning In June 1 962. The money was
obtained from McDermott's principal foreign subsidiary. Oceanic Contractors, Inc.
("Oceanic"), and was ordinariy broughlt to Mr. Wil1son from abroad by senior members of
McDermott's management. The payments are eVIdeclled by cancelled checks, related ac-
CoUntingi documents and signed receipts.

No such dcumen11 Itatlonl has been found relatine, to the disbursement of thle WVilson fund.
\e' erthejless, thle C.omittee has found e' idenee% that Mr. Wilson made at least some domestic
political contribution1s therefrom. In particular. Mr. Wilson appears to have contributed
S20,000 from the fund to a Louisiana candidate f, r Itt ofiei 71-ot Itos hc

were made in his own name.

- - 2.The Graves Fund

Mr. WVilson's successor. Charles L. Graves. maintained an oil-book cash fund-partially
inherited from Mr. Willson-froml 1972. \ lhen hie becamie President of the (Company. throuehi

mi.1976. Approximately S6.000) was turned k\ er to Mr. Graves by Mr. Wlson's secretar
at thle time of Mr. Willson's death. Appa rent ly, this 'A as the remains of the W\ilson fund. InI
NI,ay 1 974. Mr. Graves added S 1 2.000 to thle fuLnd. At Mr. Graves' direction, senior members
of McDermott's manatgement instructed emnplovees abroad to obtain thle cash from Oceanic.
Thle money wvas then broughit to thle United State ,. Iaai by senior management personnel, in
three packages of $4,000 each.

3. Domestic Political Contributions

In 1972. 1 974 and 1 975. Mr. Graves directed that a total of approximately S5.000) be
paid to reimburse certain officers and emlpioecN of the (iompany for political contributio~ns
which they had made to candidates for federal office. These payinent. 'A ilch 'A\ere made ouLt
of thle Graves fund, were not recorded onl the Compan-C\ books. Federal law prohlibits corpo-
rations from making contributions to any candidate for federal olfi c.

The Committee has also determined that approximaitely S 13.550 In contributions, were
made, directly by thle Company, to state and local 1),l itic ian, In Louisiana. SuchI contribu-
tions were unrelated to thle G'rav-es fund and %k crc acU ratelIy rep(orted oi thle Coinpany's
books. At the time of the payments (but not to)da% ). it wAas unlaA ful in Louisiana for a
corporation to contribute funds to a political part\. or an individual representing su~ch a
party, or to aid or oppose the election of a candidate tor state or local otfice.
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4. The McCollum Payments

Onl five occasions beginning in December 197 1 and ending- in August 1974, senior

members of McDermott's management made (or caused to be made) cash payments to

SChaCht V.* McCollum, at the timec an Excut1ive Vice President and director of Tenneco Oil

(Company. Such payments. \' hich aetzregated S508.61 5. were made abroad, from funds of

Oce anic. and were initiated at the direction of Mr. Wilson. However, only $33.500 was paid

before Mr. Wilson's death. and the payments continued for more than two years thereafter.

Thle deaths of Mr. WVilson and other potential wvitnesses. and tile refusals of Tenneco Oil

and Mr. MColum1 to provide evidence requested by the Audit Committee. have left the

AuVdit Committee with insuLlicient ec idence to permit it to reach any responsible conclusion

as to thle Ilirpose of the McCollum paymients. However, the available facts relating to the

Payments. and possible reasons therefor. are set forth in detail in Part VI of this Report. Also

included is an analysis of the Commission's hyvpothesis. as to which the Committee has serious
doubs. tat te pament wer mad to i cDermott in obtainine business from Tenneco

Oil. In thle Committee's view. an at least equally valid hypothesis is that the funds were paid

to Mr. McCollum to be passed onl to others for some purpose. Thle Committee's position is

based primarily on the routine nature of the Company's dealings with Tenneco Oil, on its

assessment of Mr. Wilson's business styl1e. and on the fact that the investigation has disclosed

no similar incidents of payments to customers' employees.

Because of thle comiparatively, casual way- in \0 hih the MicCollum payments and other

quesCtionable transactions were carried on thle Comnpany's books, the Committee's advisers

hla~c a reasonably highl degree of confidence that thle\- would ha~e Uncovered other significant

transactions like the McCollum payments. if there had been anly. Perhaps the most important

tinding of this Report is that there was no evidence of any other transactions of this type.

The investigation has, however, revealed that the Company has engaged in other prac-

ilces . involvine its relations with customers and government officials. which collectively

warrant mention althouch1 thle individual transactions are relativelyv minor. These practices.

('ccurrinue largely but not exclusively abroad. include givingyafso infcn au to
oernm-ent otlicials aind customers' employees, and making available Company aircraft to

such persons for non-business purposes.

i. Other Qucstional'h' Foreign Transactions

In addition to the matters described above, the Audit Committee discovered a variety

Of questionable paymnents and other possible improprieties in several foreign countries in

which the Companyv does business. In particular. the investigation revealed a total of

approximately S 1.030.000) in payments. during the five fiscal years ended March 31, 1976,

which ultimlately could have Lone. in whole or in part. to gyovernment officials of the nations

in question: or w~hich s ere questionable in other respects. Of this amnount. approximately

S 160.000 was paid. generally in small sums. to low-leve l government bureaucrats and

functionaries, of various countries in order to facilitate desired Lovernment actions. Nor-

mially. the Company was entitled to receive the government actions in question. However,

had thle money not been paid, such actions might have been refused or unreasonably

delayed.

A final area of investioation involved payments to foreign sales agents. The Company

paid approximately $ 17.3 million to such agents during the ive-year period, at commission



rates which-varying from Country to couintrv ---averaged approximately 3.2%/ on sales of

S$545 million. The Commllittee founlld that the agenIC crlationships were reduced to writing,
that thle commission percentages, appeared con Inercially reasonable. and that the commis-
sions1 paid were properly recorded onl the h(boks and were in accordance with the terms of
the agreements.

Thle Committee found direct evidence that one agent had miade cash payments and
itstotaling approximately S37.000 to a foreign governetsofcas ti osbet

speculate that additional agency paymients in one or miore countries may have ultimately
found their way into the hands Of Lovernmcnt officials or Customers. Such speculation

could be supported by thle fact that some a,_cnts, engaged in only limited sales aciite an

did not incur larg-e expenses for Staff support or servicingL activities. However, the investi-

gation turned up no direct evidence from documnents or inter\ jews,-includinLe interviews

with certain agents-to support Such Speculation.

6. Participation and Knowledge of Senior Mfanagemnent

The senior management of the Company i5, a closely-knit group of executives, all of
whomn have been with the Company for long periods, of time. Nlanagcnment decisions in

L eneral. and deCisions relating to thle CILICtiOnable transactions discu-ssed In this Report,

have been contined to a handful Of eXecuti~eS. Of the six management members on the

Board of Directors, live particip)aed in. or knc about and acquiesc, ed in. various question-

able transactions-Mr. Graves: Robert K. Rkihe. the Prce'ident of Oceanic: Jarnes E.
Cunn11inglham. Exec Uti' eC Vi.c President and ( hief F-inancial Offi:cer of MIcIermlott, Charles

L. Da~is. Group Vice President of Oeanic: and 1-I. W. Bailey. Executive Vice President of

McDermlott. Also Involved in a number Of the transactions, was, R. Nelson Crews, a director

and Executive V*ice President of Mlclermiott util1 he left the- Comnpany at the end of 1974.

Thle precise roles of eac:h of these dircctor-o!Ficer, are decribed more fully in the body

of the Report. In -hort. howe\ er. MIessrs.(re. Ric._hi'c and Cunningham participated in,

or knew. of and acquies ced In. mlost Of the quei stionable pay ments anid practice,. Mr. Bailey's

role in thlese transactions Was s.Maller and appear, to have been liited to the NMcCollum

paymiients and perhaps to certain domlestic political contributions,. Mr. Davis operated at a

lower level of authority than the other,. but particiIpated in. or knew of and acquiesced in,

most of the questionable paymnents and pra,:tices . Mr. Crews played a substantial role in

the McCollunm payments and in uenerating the Graves, fund.

7. Attitude of .tfanag'ement

When the investlLation began. the0 Audit Commnittee'- primar-v concern was to determine
whether the C'ompanv had enLaged in any transactions % ]hichl were similar to the Wilson,
Graves or McColluml paymenC~tS. Althouch. a, indilcated abov e, the inv estigyation turned up

certain other ques.tionable- transaction, the Conlittee is, satisfied that McDermott has been
inv olved in no other transactions, Of the nature anld macnlitude of those which triLezered the

investication.

However, as the investig-ation proceeded. the Committee became increasingly concerned

about another serious problem at Mc:Dermott. Mi ich involv ed the attitude and structure

of mianagemnent. The problem stems larLclv fromn the rapid grow~th of McDermott, the
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forcefulness of those who have controlled the business since its inception and the nature of
tile business-which. combinineL elements of' the construi in and oil industries, has required
forceful development by aggressive, assertive nianageement.

Although MlcDermott becamne a publicly-owned corporation in 1953, for many years
thereafter th~e Company's three founders, R. Thomas Mc Iermott, Albert Stall and Roger
Wilson. dominated every aspect of Its business anid operatimisl. Since 1953, McDermott has
grown with remnarkable speed. In fiscal 1954 M'cIDermlott w~as primarily a local company with
revenuesC' Of $25.8 million and assets at fiscal year-end of' $21 million. When Mr. Wilson
dlied in 1972, after having served as Presildent since 1 964. McDermott's revenues were $322
million w,%ith assets at fiscal year-end of S.374 million. Today, McDermott is a leader in its
field with operations in virtually- all non-C( mniUnist oil-producing Countries, revenues and
ass ets both exceeding $1I. 1 billion and net Income (after taxes) of nearly S 158 million.

During this period of rapid gr-o-wth and profitability, how'ever, thle Company was slow to
institute some of the techniques and controls associated with more mature companies of
COm1parable size. For example. it was not until after Mr. WVilson's death in 1 972 that the
C ompany began to assemble an internal audit stalf to mionitor its internal control system.
lFUrther. during thle entire period, senior operatingl- personnel have maintained considerable
influence CT1r eployeeCS on the financial and accounting side of thle business. Accounting

per-sonnel hav e been directly respons-ible to thle operatingL personnel and have followed their
dirctx s.C\ en where thle documentation for accoulnting entries was inadequate or where

there \ as reas on to qluestion the accaurac\ of entries M hich % cre made at the direction of the

operating personnel.

Most important and most striking,. the Company has retained the atmosphere of a

privately-held comlpany, even through very recent timeics. That is. employees from senior
1manlacement onl down have taken thle position that "thle boss's word is law ." Members of
senior manaueenit. as well1 as 1owe r-1ec\ l emnployees. have c onsidered the critical and deter-

minative issue-even wsith respect to Mi at are now vie % cd as questionable payments-to be
w hether the boss was awvare of and approved thle transaction.

In fairness to thle employees v% ho have adopted this, stance, It should be pointed out
that the dominant Igures, in the Comnpany have historic:ally been very strong men who grew
uip in an indus try which wvas ditntyrough-and-tumrble. The industry requires a unique
blend of technical expertise-offshore drilling and production platforms and marine pipe-

lines are now being installed, in forbidding seas. at dcpths of over 1000 feet-skills in
dealing, with high-level personnel througl,-hout thle w~orld. and entrepreneurial flair. The
senior ollicers ait McDermott. as the, Comrpany's SU CCe,41ful record shows, have possessed

these abilities and talents throug1_hout thle Company's history. Thus. the employees have

had a high degree of confidence that the boss's orders W~ould be for the best interests of the
Company and all its shareholders. Further. they- have been aware that-given the strength

of the senior officers of the Company-employe-es Mi.o balked at orders from the boss

were very, likely to be dismissed.

While chainges of attitude and changes of policy ire cerynecessary at this time. the
Audit Committee recocnizes the (ereat ibilities Of the Company's senior officers and the

role \0 hch they have played in the (iompan,*s gro\th, These men viewed their actions,

incluiding the atitons, referred to in T the b)ody Of this Re port. as in the best interests of the
Company and its shareholders. In the Commrnittee's juldgmiient. these men also recognize



that the attitude described above must be modified, and the Committee expects them to
cooperate fully in implementing the recommeinndations directed to this problem. The
Committee believes that the findings and recommendations of this Report should be read
against this background.

8. A ssessment of Findings

It is the Committee's ultimate conclusion that the transactions described herein-
while not of the magnitude of many others which have been publicly reported-reflect the
fact that the controls instituted in the past five yecars must be further supplemented, and
management attitudes must be modified. in order to avoid such problems in the future.
The Committee's recommendations have been structured to meet these goals. These rec-
omnmendations involve. among other thines: (it) restructurina the Board of Directors so
that non-management directors w~ill constitute a Majority of the Board, (b) requiring

* certain Company officers to make restitution to the Company for domestic political con-
tributions made from corporate funds: c) taking into account. in determining the com-
pensation to be awarded to management pursuant to the Company's Supplemental Com-
pensation Plan, each individual's participation in or knowledge of questionable practices
or payments disclosed by the Audit Committee's investication: (d ) retaining a major

* international accounting firm to p)rovidez auditing services and supervision, as well as account-
incz advice, on a world-wide basis: (e )hiring a full-time professional to manage an expanded
internal audit staff, and modifving the lines of authority in the accounting area, (f) creatinz

the ew osiionof Vice President and General Counsel, an () strengthening Copn
policies with respect to improper or unlawful practices.

11. EVENTS LEADING TO THE COMIMITTEE'S
INVESTIGATION AND REPORT

A. EVENTS LEADING TO THE, DISCLOSURES IN 1ME 1976 ANNUAL REPORT

On April 12. 1976 agents from the lntellicnce Di~ Lion of the Internal Revenue Ser-
vice's Houston office subpoenaed certain records from %lcDermuotts Morgan City, Louisiana
office in connection with an invcsticatio)n entitle:d "In re Tc:nn.cLo-', In addition, in early
April. two or three teams of IRS agents interviewed me mbers of McDermott's manage-
ment, as well as other employees w~ho had becn Involved in w~ork for Tenncco Oil Company.
From these interviews, the IRS prepared written affidavits regarding the payments to Tenneco
Oil, which were signed by present or former NlcDermott personnel in May and June 1976.

On thle same day that the IRS subpoena was delivered in MIorgan City, the so-called
eleven questions of the Internal Revenue Service w~ere also received by the Company in
New Orleans. * * Prior to that date, the Company had received a draft version of the eleven
questions. The members of McDermott's management apparently believed that they were

* Tenneco Inc.. the parent of Tenneco Oil Comnii. hai reporied publicly that the Internal
Revenue Service is conducting an investigation into possible ci1v!1l .nd criminal violatinns of the
Internal Revenue Code.

** The IRS, pursuant to a programn begun 'in 1976. hi , rc:"1ired certain corporations and
their senior officers to respond to questions reLiting to. aniong thc ;incls. political contributions,
payments to government officials, off-book funds and paymnents In thie nature of commnercial bribery.
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aware of all transactions and questionable payments covered by the IRS inquiry, and did

not direct that any investigation be conducted in response thereto. Under the direction

of Mr. Cunningham, however, Company employees dlid collect information and account-

ing documentation regarding thle Wilson fund. the Mc~ollum payments and other transac-

tions as to which, in management's view, disclosure might be required.

With such material in hand, Company representatives held meetings in New Orleans

onl April 20 and 2 1 to consider the Company's response to the eleven questions. The discus-

sions focused upon (a) the Wilson transactions. (b) the Mc~iollum transactions, (c) the

cash fund maintained by Mr. Graves, and (d) certain aspects of the Company's foreign

operations. At these meetings. which weeattended by the Comaysotiecusl
Cahill Gordon & Reindel, the question of public disclosure was discussed and a consensus
was reached in favor of making the disclosure in the 1976 Annual Report.

Parts of thle mecetings wvere attended by a partner of Mattison and Riquelmy, McDer-

mott's independent public accountants. He was instructed to extend his firm's audit pro-

cedures for the fiscal year ended March 31, 1976. with a view to uncovering any further

payments of thle kind made to Messrs. Wilson. Graves and McCollum. In that connection

Mattison and RKiuel obtained, from Mr. Graves and other members of management,

letters of representation wich. among other things, denied knowledge of any domestic

political contributions for 1976 and previous ye-.ars.

B. EvLN-is LEADING TO THE AUDIT CoMMIT L5S INVE5HTGATION

The Commission's Investigation In June and July provided additional information on

the %Vi1 ,on. Graves and McCollum payments. The Commission's investigation also focused

onl political contributions w~hich had not been referred to in thle Annual Report. Information

onl that Subject c'ame to ILht in late July w~hen counsel for Mr. Crews> disclosed, to McDer-

Mott's outside counsel, th~at Mr. Crews %vsas, L:oinL to correct his earlier testimony to the

( omisi with respect to political contributions at McDermott. He now recalled having

been reimbursed by Mr. Graves for ccrtain domestic political contributions in 1974.

On August 4, 1976. Mr. Graves advised each member of the Audit Committee of this

Tnw development, and of the fact that hie too now recalled having directed that employees

bec reimbursed for domestic political contributions. On August 9, the Audit Committee

determined that it should conduct an Investigation and retain special outside counsel and

outside auditors to assist in the investigation. These determinations were approved and

ratified by the Board on August 10.

In substance. Mr. Graves stated. in the supplement to his testimony before the Com-

mission. that on five separate occasions hie had used corporate funds (or caused them to be

used') to reimiburse McDermoltt employees for contributions which they made to candidates

for federal office. Mr. Graves estimated the amnount so used to be approximately $4,800.

In their supplements, Messrs. Cunningham. Richie and Bailey denied knowledge of any

such corporate political contributions or of receiving reimbursement for personal contribu-

tions. Messrs. Cunninaham -and Richie. ho\'.ever. acknowvledged that they each personally

broueh21t ' 4.000 in cash from overseas in 19 ;4. w~hich (together w~ith S4,000 brought in by

Mr. Crews) was given to Mr. Graves by 'Mr. Richie.
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C. THE COMMISSION'S LAWSUIT AND THE Ri:1i'iur REQUIRED BY THE CONSENT DECREE

On October 6, 1976, the Commission brotight at Civil Action (No. 76-1854) in the
United States District Court for the District of ('olumibia against McDermott and five of its

offhcer-di rectors: Messrs. Graves, Cunningham, i cle, Bailey and Davis. Other defendants
were Messrs. Crews and McCollum. Onl thle date the complaint was filed, each of the

defendants, with the exception of Mr. McCollum, consented to the entry of a Final Judgment
enjoining them from future violations of thle federal securities laws.* Insofar as McDermott
is concerned, the Final Judgment enjoins it and all of its personnel, subsidiaries and affiliates
from, among other things: ( a) making materially false and misleading entries on the

Company's books and records, (b) maintaining, or establishing any secret or unrecorded
funds; and (c) violating the securities laws by making untrue statements of material fact

regarding, or by failing to report material facts concerning: the use of corporate funds for
unlawful political contributions, payments in thle nature of commercial bribery or other
unlawful purposes.

McDermott also filed with tile District Court a Consent and Undertaking in which it
was aizreed that the Audit Committee would continue to conduct an extensive investigation
into the matters referred to in the Commnission's complaint and all other relevant and similar
matters; that a written report of the Committee's activities, finding's and recommendations
would be submitted to 'McDermnott's Board of Directors; and that the report would be filed

with the District Court and the Commnission. This Report is responsive to those undertakings.

The Company's undertaking also requires that only those members of thle McDermott
Board who are determined by the Committee "not to have been involved in the transactions
and activities set forth in the Commniis.,ion's Complaint, shall independently review the Report

and take such action as rthev determine] necessary and proper to implement the findings
and recommendations of the Report." The~e directors are Messrs. Morgan, Aldrich. Hunt,
Carver, W. E. Earles and Graham D. NMatti.,on. The Final Judgment against the Company

and thle related Consent and Undertaking are reproduced as Exhibit 1 to this Report.

HII. THE AUDIT COMMITTEE'S INVESTIGATION

A. THE AUDIT COMMITTEE

The Audit Committee of McDermott's Board of Directors is comprised of John A.

Morizan, Chairman. a senior vice-president and director of Smith Barney, Harris Upham

& Co.. Incorporated, investment bankers.'* George D. Aldrich. an account executive of

H. C. Wainwri ght & Co.. securities brokers: and James A. Hunt. a partner of Kalb Voorhis

& Co., securties brokers. G. W. Douglas Carver. managing partner of Carver-Dodge Inter-

national Partnership. xho is also a director of thle Company. has joined with the Committee

for the purposes of this investigation. Messrs. Morgan. Aldrich. Hunt and Carver have been

directors of McDermott since 197.3, 1955, 1974 and 1974. respectively.

*On December 211. 1976. Mr. McCollum consenited to ai Final Judgment in this proceeding.
' Mr. Morgan's firm has for somec time pe~rformed investment banking services for McDermott.

In addition, Mr. Hunt's firm has performned brokerage ;Servlces b the Company.
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At its meeting held on August 9, 1976 the Audit Committee decided that the investi-
gation should cover:

1. The payment or loan of any money or the providing of goods or services or
other consideration to any political candidate, party or organization in violation of
domestic or foreign law.

2. The existence of any off-book funds, numbered bank accounts or accounting
practices designed to generate funds which could be used for political contributions or
other improper purposes.

3. Payments or loans of any money or the providing of goods or services or other
consideration to any government official, domestic or foreign, or any other bribe of
any governent official, etc.

4. Commercial bribery.

B. THE COMMITTEE'S ADVISERS

The Committee retained the law firm of Davis Polk & Wardwell to act as its special
counsel. The Committee directed Davis Polk to carry out the investigation and, pursuant to
authorization from the Company's full Board, to represent the Company in any related
dealings with the Commission.

Pursuant to authority given it by the Committee. Davis Polk & Wardwell retained
Arthur Young & Company to serve as special auditors and to assist in the investigation. Since
at the outset of the investigation it appeare-d that MNcDermott's books contained a number of
inaccurate accounting entries. Arthur Young was asked by counsel to make an independent
search of the Company's financial records for all items which might fall within the areas
under investigation.

C. THE INVESTIGATION

The Audit Committee directed that the investigation be complete and thorough, and
that directive has been carried out. The Committee believes that the findings and recoin-
inendations set forth in this Report are based upon all relevant evidence which could be
discovered in an investigyation of this kind.

The Committee~s activities commenced in mid-August 1976. The Company furnished
to counsel copies of testimony taken in the Cornmission~s investigation, as well as copies
of the affidavits given to the Internal Revenue Service in the Tenneco investigation. Arthur
Young was given copies of the workpapers of Mattison and Riquelmy with respect to
their extended audit procedures for the fiscal year ended Mlarch 31. 1976.* A series of
meetings was held with members of management to familiarize Davis Polk and Arthur
Young with the general nature of the Company's business and its accounting systems.

*At managcmencnt's request. Mattison and Riquclmy performed additional audit procedures
tor the purpose of uncovering any other transactions in the nature of the Wilson fund or the
payments to Mr. McCollun. In June 1976 Nlattison and Riquelmy advised the Company that
ihey, were sati, fed as to the accLUrac\ of the responses of thle Conlpanv and its officers to the IRS's
eleven questions and the disclosures in the Company~s Annual Report to Stockholders.



On the basis of this information, the special auditors and counsel developed a program

for examining the Company's financial records.* Tile most comprehensive aspect of the

program involved a review of payments charged to certain of the Company's accounts dur-

ing thle period under investigation. These accouflts were: redundancy and gratuity pay;

employee expense; watchmen and security (outside service); subscriptions, publications
and dues; advertising; promotional engineering; contributions. public relations expense;

sales promotion; employee relations expense-, bid expenses-, legal fees; fees and services

--other; directors' fees and expenses; taxes-other: and miscellaneous. These accounts

were chosen because they had been used in accounting for the monies paid to Messrs. Wilson,

Graves and McCollum, or because other corporations had used similar accounts in creat-

ing off-book accounts. Accordingly. the Company prepared an analysis of all amounts

charged to these accounts during the five -year period. The completeness of this analysis

was verified, to the extent practicable, by Arthur Young.

It was determined that Arthur Young would examine, out of all the payments charged
to those accounts, each transaction which (a) was greater than $10,000 in amount; (b) in-
volved an expense incurred by an employee of more than S 1,000; or (c) had characteristics

-~which suggested the appropriateness of further investigation (for example, Arthur Young

examined all payments to government entities, and all payments of round amounts). 10%
of all remaining items of over $ 100 were also examined.

The examination of these items performed by Arthur Y'oung included a review of the

underlying accounting documentation and, if appropriate, a review of the related purchase

order, contract or general correspondence. In many cases particular employees were

questioned concerning the transactions.

Because the Company moves large amiounts of money by mneans of bank transfers,

Arthur Young tested such non-check transfers. In the citse of transfers to persons or

* entities outside the Company, Arthur Y'oung reviewed the invoice or equivalent document
with respect to each transfer in-volving an amount in excess of S100.000O: each transfer

to an individual, numbered bank account or tax-haven countrY: and 20 % of all remaining

transfers. As to inter-company bank transfers, thle paying and receiving banks were traced

to a list of bank accounts maintained by thle Companyv during the five-year period. Arthur

Young also verified that the accounts onl this list had been reviewed, during the five-year

period, by the Company's independent auditors.

Other procedures employed by Arthur Young included: (a) tests to uncover other

types of transactions through which off-book accounts might be created (e.gQ., the writing

off of valid accounts receivable and thle subsequent depo~it of the funds in noncorporate bank

accounts; the misappropriation ot proceeds fromn the -ae of scrap materials: the placing of

bogus employees on the payroll.) : (b) a review of the 'iou)L books for thle Comipany's aircraft

and hunting and fishing camips; (c ) an examination o.-f the documentation underlying certain

items on any expense report filed by anyone in the three highest levels of the Company's

management ( 150 people in all ): (d) a review of disbursements f rom certain bank accounts

from which questionable payments were made; and (e )tests of payments to governments

* There are a number of factors wshich affect the rellince w-hich may- be placed on any set

of auditing procedures. Given the time aivailable for the I nvestiegition. the Committee is satisfied
that the procedures employed by Arthur Youne2 werc _omprrehensive enTough to bring to light the
vast majority of entries wvhich might give rise to questionLhINc- itemls of thc type under investigation.



(or agencies or employees thereof), banks, cash or numbered accounts. Arthur Young also

reviewed all internal audit reports prepared by McDermott's internal audit staff and inter-

viewed each independent auditor rctained by the Company.

The specific tests were performned by seventy-one Arthur Young accountants (excluding

those who spent less than one week on the engagement) at four domestic and ten overseas

Company locations. The Arthur Young personnel spent over 21 ,000 man-hours on this

work and reviewed tens of thousands of documents. The results of the independent review

conducted by Arthur Young have been incorporated into this Report.

Simultaneous ly, counsel conducted interview's with present and former McDermott

employees, as well as with certain persons outside the Company who might have knowledge

of matters under investigation. These interviews, at which two attorneys from Davis Polk

were generally present. were conducted at the Company's main office in New Orleans, at

other domestic locations including Houston and New York, and in Europe, the Middle

East and the Far East. John A. Lynott, the Company's Treasurer, attended most of the

interviews and, where appropriate, a representative of Arthur Young was also present.

At many locations, file searches were also conducted which covered both Company files

and, in certain cases, files maintained by officers or employees.

Interviews were conducted with each of McDermott's principal officers, including the

president, each executive vice president and each group vice president, most vice presidents,

the treasurer and the secretary. Each area (operating) manager and area controller was

also interviewed. Each employee with any involvement in the Wilson or Graves funds or

the McCollum pays-ments was interviewed, as were those persons who serve or have served

in positions where knowledge of any matter under investigation would likely be obtained.

Certain former key personnel, principally in the Company's foreign operations, agreed

to meet with counsel, as did men bers of McDermiott's principal outside law firMs. The

investigzation entailed well over 1(0) interviews, and a number of persons were interviewed

on more than one occasion.

Each officer or employee who was interviewed received a questionnaire from counsel

requesting that such person confirm directly to counsel the accuracy and completeness of

the information furnished. Copies of this questionnaire and of the suggested form of

response are reproduced as Exhibit 2 to this Report. Additional investigative procedures

and techniques which relate to certain of the areas under investigation are set forth in the

appropriate parts of this Report.

The overall scope and direction of the investigation have been closely supervised

by the Committee. In addition to numerous conversations amona Committee members and

with the Committee's advisers, the Committee held formal meetings on August 9. Septem-

ber 22 and November 6. 197,6. and January 26, Februairy 7. Marchi 8, March9ad ac

21, 1977. In addition. on March 9. 1977 members of the Committee formally interviewed

Messrs. Graves. Cunningham. Richie and Bailey-supplementing numerous previous con-

versations and interviews by counsel.

Mr. Lynott. who joined the Company as its Treasurer in 1973. devoted much of his

time durina the investication to coordinating matters within the Company and to satisfying

the numerous information requests generated by the Committee's advisers. Seven mem-

bers of the Company's internal audit staff devoted virtually all of their time from Septem-

ber through December to isolating relevant documents and preparing various analyses



for review by counsel and the special auditors. Some 360 Company employees spent
approximately 58,000 man-hours orgaiinfg data, preparing analyses, locating documents
and explaining transactions.

The efforts of the Committee were also facilitated by assistance from members of the
C'ommission's staff. Counsel reviewed with the staff thc scope of the investigative pro-
grain and the period of time to be covered thereby. reported to the staff from time to time
on thie progress of the investigation, and obtained several suggestions as to particular areas
of inquiry.

Finally, in this invest igation-as in most investigations of questionable payments-
questions relating to tax matters have arisen. In November 1976 the Company was advised
that the Intelligence Division of the Internal Revenue Service was conducting an investi-
gation into possible civil and criminal violations of the Internal Revenue Code by the

Company. Among the areas known to fall within the scope of this investigation are the
payments to Mr. McCollum, the Wilson fund, payments to the Company's foreign sales
agents, and travel and entertainment of Company officers. In view of the IRS investiga-
tion, the Committee believes it would be inappropriate to comment in this Report on any

v~possible federal tax consequences of the transactions referred to herein.

IV. THE WILSON FUND

A. INTRODUCTION

From the period June 14. 1962 through December 10, 1971 a total of $300,000 in

cash was delivered to Roger W. Wilson, former President and Chief Executive Officer of the

Company. The cash, which was generated at Mr. Wilson's request from the principal foreign
subsidiary of the Company. was paid to him in a series of eleven payments ranging in amounts
from S 10,000 to $50,000. Questionable accounting descriptions on the books of the subsid-
iary diszuised the true nature of the payments to Mr. Wilson. A schedule setting forth certain

information with respect to each of these payments is reproduced as Exhibit 3 to this Report.*

During the course of the Committee's investigation into this series of transactions, officers

and employees of the Company repeatedly impressed upon the Committee's advisers the
necessity of understanding the remarkably dominant and forceful character of Roger Wilson,

and the near-total and unchallenged authority which he exercised over all major corporate
decisions.

Roger Wilson was hired by R. Thomas McDermott in 1936 to be the superintendent of
Mr. McDermott's Louisiana oil and gas exploration business. In 1938, Mr. Wilson met

Albert Stall, and the three mien formed a partnership in a small dredging company. By 1946,
when J. Ray McDermott & Co.. Inc. w;,as incorporated as the successor to several businesses

in which the three men were then involved. Mr. Wilson was a main force in the management

of the Company. From 1964. when he became President, until his death in early 1972, he

was the dominant force in the Company.

* Until October 1970. McDermott's principal foreign subsidiary was named McDermott

Internaitional. Inc. The name w\as then changed to Oceanic Contractors. Inc. Unless otherwise
,;pecificd. references in this Report to Oceanic for periods prior to October 1970 shall be under-
stood to refer to McDermott Interrnational, Inc.



Mr. Wilson's style of management was direct and uncomplicated. In the words of

Charles L. Graves, the current President and Chairman of the Board of the Company, "Wilson

was the boss. One line [of authority]. Every living soul was under him." In the Committee's
view, this style of management was not unusual in the oil and gas service industries.

Abhorring paper work and written reports, Mr. Wilson made most major decisions
based only upon conversations with business associates and his ability to sense practical solu-

tions to complex and detailed problems. Mr. Wilson's manner of doing business with

customers and suppliers was equally uncomplicated. Written contracts were often viewed as

unnecessary formalities, and Mr. Wilson closed numerous transactions involving millions of

dollars on the basis of handshakes.

Mr. Wilson apparently confided in few people. As far as the Committee can determine,

no person who survives today was told by Mr. Wilson what he did with these funds. Among

those with whom he might possibly have discussed important matters were his original business

partners, Messrs. McDermott and Stall, both of whom are now deceased. His second wife,

Mrs. Ailine Wilson, died shortly after Mr. Wilson. His personal secretary of many years,

Miss Ada Edmunds, died approximately two years before Mr. Wilson. These events and the

passage of time have made it impossible for the Committee to determine with certainty what

Mr. Wilson did with the approximately $300,000 of Company funds that he received.

B. THE GENERATION OF THE FUND

1. The First Payment

The mechanism for generating and paying the $300,000 to Roger Wilson reflects both

the simplicity and directness of Mr. Wilson's management style and the unswerving manner

in which his corporate commands were obeyed.

The first payment to Mr. Wilson was in the amount of $30,000 and occurred in mid-

June of 1962. R. T. Lietz, then a Senior Vice President of Oceanic, gave the funds to

Mr. Wilson on one of the latter's trips to the Middle East. Mr. Lietz, who is no longer

with the Company, stated that Mr. Wilson simply told him to "write a check" for $30,000.
The check was signed by Mr. Lietz and made payable to Mr. Wilson, who endorsed it.

Mr. Lietz cashed the check, returned to the office and gave Mr. Wilson the funds. Mr. Wilson

signed an expense voucher indicating that the payment was "~To reimburse for sales pro-

motional expenses incurred." The check requisition form and voucher for payment

described the payment as "Sales Promotion Expenses."

James E. Cunningham, head of the Company's foreign operations from 1960 to ap-

proximately April 1964 and now a director and Chief Financial Officer of the Company,
was in Beirut at the time and was informed of this transaction (as well as all subsequent

payments to Mr. Wilson). Mr. Graves first learned of the transaction from Mr. Wilson, at

a dinner in Beirut attended by Mr. Wilson and others during the time period in question.
Neither Mr. Graves nor Mr. Cunininghamn knew or asked what Mr. Wilson planned to do
with the money, or questioned his authority.



2. Subsequent Payments

The first two payments to Mr. Wilson were the only ones which he personally received
abroad. The remaining payments were delivered to him in the United States. The trans-
actions were essentially similar in nature.

Most often, Mr. Wilson informed Mr. Cunningham or Robert K. Richie, now President
of Oceanic and a director of the Company, that he would like a specified amount of cash
brought to him. Either Mr. Lietz or Joseph Brechtel, then manager of Oceanic's Beirut
office, was informed of the request and instructed to have the cash made available. Checks
were drawn which were made payable to Mr. Brechtel (five instances), Mr. Wilson (two
instances), Mr. Richie, Mr. Lietz, and, on one occasion, to the executive secretary to
Messrs. Lietz and Brechtel.* All but one of the checks were signed on behalf of Oceanic
by either Mr. Lietz or Mr. Brechtel.

Thereafter, Mr. Richie would generally receive the cash from Mr. Lietz or Mr. Brechtel
during a trip to the Middle East. On some occasions, members of Oceanic's middle man-
agement acted as couriers in transporting the cash to Mr. Richie at foreign locations outside

. the Middle East.

On at least six occasions, Mr. Richie brought the funds back to the United States and
personally delivered them to Mr. Wilson, who in turn would sign receipts for the funds. On
a seventh occasion, in late 197 1, Mr. Richie arrived from overseas with $50,000 in cash

* comprising the eleventh and final payment. At the time, Mr. Wilson was undergoing
treatment for a terminal illness, and was not at his office. Mr. Richie informed Mr. Graves
that he had $50,000 in cash that Mr. Wilson had requested he obtain. At Mr. Richie's

-- request, Mr. Graves took the money, without discussion, and signed a receipt. According
to Mr. Graves, he in turn gave the cash to Mr. Wilson on the next occasion when Mr. Wilson
was able to appear at the Company's offices. * *

On another occasion, Mr. Cunningham brought the money from the Middle East to
Mr. Wilson and obtained a receipt therefor. The other payments were apparently delivered
in similar fashion by other Oceanic employees.

C. THE ACCOUNTING FOR THE FUND

Check requisition forms and expense vouchers were prepared to cover the issuance of
each of these checks. The chargzes were usually described-in broad terms-as "~Director's
Expense", "Sales Promotion", and "'Expenses in the Middle East". No receipts, data or
other records were furnished to support the validity of these charges, or were requested by
persons with responsibility for financial matters.

*The fourth check is missing,; all efforts to find it have been unavailini!.
*In Novemnber 1 97 1, Mr. W~ilson had asked for and received S30,000 in cash, which had

been withdrawn from a local Companyv bank account. The wvithdrawals, effected by Company
checks to cash for S 10.000 and S20.000. were charged to a "suspense account" which was reversed
when $36.000 was redeposited on December 10. 1971-the day Mr. Richie delivered the $50,000
to M1r. Graves from abroad. In light of these facts. Mr. Graves now believes that Mr. Wilson
must have come to the office and received the $50,000 on the same day that Mr. Richie had turned
the cash over to Mr. Graves.



Accounting entries on the books of Oceanic were made in a similar manner. Except
for one payment, all were described as either "Sales Promotion"' or "Promotional Engineer-
ing" expenses. That payment, by check made payable to Mr. Richie, was described as a

"Director's Expense".

In his interview with counsel, Mr. Lictz stated that either Mr. Cunningham or Mr.

Richie gave him instructions on how to account for the payments. Mr. Cunningham has

expressed doubts that he gave any specific instructions concerning the accounting treatment

of each transaction. Mr. Richie believes that he instructed that the transactions be booked

as either "Sales Promotion"~ or "Director's Expense" pursuant to Mr. Wilson's instructions
that he expense the payments.

The Committee is of the opinion that persons with a reasonable knowledge of Oceanic's

operations would have known that at least some of the descriptions were questionable. For

example, the expense voucher submitted by Mr. Lietz, in connection with one $30,000
payment, described the charge as "Professional Services Rendered" in a country which Mr.

Lietz had never visited and where Oceanic had only recently commenced its first dredging

operation. This voucher was approved and signed by Mr. Cunningham. No records were

supplied to support the charge.

D. THE USES TO WHICH THE FUND WAS PUT

Persons interviewed during the investigation have repeatedly expressed confidence
in Mr. W~ilson's personal integrity. Everyone interviewed by the Committee on this point

agireed that it would have been completely out of character for Mr. Wilson to convert the

funds to his personal use. Moreover. Mr. Wilson was a man of substantial wvealth with

significant hioldings of 'McDermott stock, oil and gas royalties and other investments, and

a large annual income.

Some hard e ~idence on this point was provided by Mr. Wilson's personal secretary

for the last two years of his life. She recalled that on a number of occasions, generally

during the horse-racing season, Mr. Wilson would ask her to get "the horse betting money."

These funds-which were in a safe deposit box in a nearby bank-were kept in an unsealed

envelope. Also kept in the box was another envelope, this one sealed. On at least two

occasions, Mr. Wilson's secretary recalled having been asked by Mr. Wilson to go and get

"the foreign money". and bring it to him. On these occasions, she understood Mr. Wilson

to have been referring to the sealed envelope.

Once thle existence of the Wilson fund became known, many persons, including Mr.
Graves and Mr. Wilson's secretary. expressed the belief that Mr. Wilson was likely to

have used the funds to make political contributions. Concerned about issues related to

the oil industry. Mr. Wilson was acquainted with virtually all major politicians from the

State of Louisiana. Some witnesses recalled seeing leading political figures from Louisiana

in or around Mr. Wilson's office. However, the time period during which the approximately

S300,000) was collected, and presumably disbursed by Mr. Wilson, pre-dates the imple-

mentation of the Federal Election Campaign Act of 1971 and the Louisiana Campaign

Finance Act of 1975. both of which require public disclosure of campaign contributions

to candidates for public office. It was thus impossible to examine any public records in

connection with possible campaign contributions by Mr. Wilson or the Company to candi-

dates for state or federal office from Louisiana.



Nonetheless, in order to develop Information which might exist privately, counsel wrote

a letter to all surviving members of tile United States Senate and Congress from the State of

Louisiana who served during the period 1962-1972, as well as to thc Governors and Lieu-

tenant Governors during that period, requesting any information that they might have con-

cerning political contributions in the name of either Roger W. Wilson or the Company. Out

of a total of 21 inquiries, counsel received one response which tends to confirm the hypothesis

that Mr. Wilson made political contributions from this fund. Bennett Johnston, who was a

candidate for Governor of Louisiana in 1971 and is now a United States Senator from

Louisiana, advised counsel that, on two occasions in 1971, his campaign finance chairman

had received cash contributions from Roger Wilson which aggregated $20,000. The finance

chairman recalled that the second contribution, although not delivered personally by Mr.
Wilson, was accompanied by a handwritten note from Mr. Wilson.

There is no evidence to indicate that this candidate knew that the contributions may

have come from corporate funds. Further, it should be noted that Senator Johnston supplied

the information on a voluntary basis-the only political figure to supply such information

regarding a contribution from Mr. WVilson-and that the information, highly relevant to this

investigation, was not available to the Committee from any other source.

The significance of the $20,000 in contributions to Senator Johnston is that they appear

to have been made at approximately the same%- time that Mr. Wilson obtained $30,000 in cash

from a domestic bank account, as noted at page 15. The inference is strong that Mr. Wilson

used $20,000 of such funds to make the contri but ions, and then caused the domestic account

to be reimbursed from the cash brought from abroad on December 1 0. 1 97 1.

As a check on this hypothesis and In order to determine whether Mr. Wilson may have

made personal political contributions of such dimensions, counsel requested permission to

review Mr. Wilson's personal financial records. The executors of Mr. Wilson's estate per-

mitted counsel to examine Mr. Wilson's cancelled checks and bank statements for the period

1962 through 1971. It appears from these documents that Mr. Wilson did not make large

personal political contributions. There is no indication that hie used $20,000 of his own funds

to make campaign contributions in 1971.

E. KNOWLEDGE AND PARTICIPATION OF
SENIOR MANAGEMENT

During the investigation as well as in their testimony to the Commission, Messrs. Graves,

Cunningham and Richie frankly acknowledged their awareness that funds of Oceanic had

been repatriated to the United States for use by Mr. Wilson. Further, Messrs. Richie and

Cunningham conceded that they acted as couriers to transport the funds-Mr. Richie on

numerous occasions. Messrs. Richie and Cunningham also had reason to know or believe

that the payments were being charged incorrectly on the books of Oceanic.

Their explanation was simply that *'the boss" told them to do it. They w'ere confident

that he was acting in the best interests of the Company. In any event, it was not their place

to question him. Mr. Cunningham did insist that Mr. Wilson give receipts acknowledging

the payments and, according to Mr. Cunningham, M1r. Wilson was enraged at even this

modest questioning of his authority. Mr. Cunningham also initiated the practice of having

the Company's principal overseas auditor list all unsupported payments (i.e., payments for

which there was not adequate documentation) in yearly letters to the directors of Oceanic. *

* These letters identified as unsupported items the most significant of the questionable items

discussed in this Report.



These letters were acknowledged by the directors, who included at various times Messrs.
Wilson, Graves, Richie, Cunningham and Crews. Mr. Cunningham has stated that this
procedure was instituted not as an accounting matter, but to make it clear that the Oceanic
directors were on notice as to the unsupported items.

V. THE GRAVES FUND AND DOMESTIC POLITICAL CONTRIBUTIONS

Charles L. Graves was Roger Wilson's successor as President and Chief Executive
Officer of McDermott. Like Mr. Wilson, Mr. Graves maintained an off-book cash fund
of corporate monies. The Graves fund, which remained in existence from 1972 through
mid- 1976, totaled approximately $18,000. Mr. Graves, in a supplement to his testimony
before the Commission. has acknowledged that a portion of the fund, estimated at $4,800,
was used to reimburse officers and employees of the Company for political contributions
which they made to candidates for federal office.*

A. THE GENERATION OF THE FUND

The cash for this fund was derived from two sources. The first source, according to
Mr. Graves, was approximately $6,000 in cash which remained in the Wilson fund at the
time of Mr. Wilson's death. Mr. Wilson\s secretary gave Mr. Graves an envelope contain-
ing this money on February 8, 1972, the day Mr. Graves was elected President of McDermott.
It appears that, except for a short period of time during which Mr. Cunningham had cus-
tody of the envelope, the money was kept by Mr. Graves in the fireproof file in his office.
Mr. Cunningham has stated that, while hie held the envelope for safekeeping, he never
opened it to examine its contents.

In addition to these monies, $12.000 in cash was repatriated at the direction of
Mr. Graves from a foreign subsidiary. During the first half of 1974. Mr. Graves instructed
Mr. Richie to arrange to have $12,000 in cash brought back to Mr. Graves in New
Orleans. At about this time, several members of McDermott's top management were
preparing to attend the annual overseas audit meetings in connection with the closing of
the Company's foreign accounts for thle fiscal year ended March 3 1, 1 974.

Charles L. Davis. at the time a vice president of Oceanic, was contacted by Mr. Richie
and was told to put together three packages. each containing S4,000 in cash, from Oceanic
f unds. In turn. Mr. Davis instructed thle controller for the Middle East area to obtain
the money, which was done well in advance of the audit meetings.

Although there is some question as to who handled the money in the Middle East, it
appears that the three packages were given to Mr. Richie. who in turn gave one package
to Mr. Cunningham and one to Mr. Crews. Each of these individuals brought his pack-
age to New Orleans. Mr. Richie collected the packages there and delivered them to
Mr. Graves, who acknowledged receipt on May 27. 1974.

B. THE ACCOUNTING FOR THE $12,000 TRANSFER

On the books of Oceanic, $6,000 of the S 12.000 payment to Mr. Graves was recorded
as a public relations expense, and the remaining $6,000 was recorded as an advertising

* In October 1976. Mr. Graves turned over to the Audit Committee S13.200 in cash, which
hie advised was the unused portion of the Graves fund. In turn, the Audit Committee turned
the money over to the Treasurer to be recorded on the Company's books.



expense. The charges were supported only by three receipts signed by Mr. Richie-one for

himself and one each on behalf of Mr. Crews and Mr. Cunningham. Each receipt described

the charge as a director's expense.

C. THE USE TO WHICH THE FUND WAS PUT

1. The Commission's Evidence Regarding Domestic Political Contributions

At the time of the delivery of the S$12,000 to Mr. Graves, each of the couriers was a

member of McDermott's senior management and a director of the Company. Each has stated

that he did not know why Mr. Graves wanted the money or what Mr. Graves intended to do

with it.

Mr. Graves was asked by the Commission's staff why he had the $12,000 brought to

him. The following is an excerpt from the transcript of Mr. Graves' testimony:

"A.... I had always understood Roger kept some cash here. . . . So I asked them to

bring some money home. They were getting ready to leave on the audit trip. They did

so....

Q.What did you have in mind when you were thinking you needed it?

A. I had no idea."

Mr. Graves further testified that he had not disbursed any of the S$12,000, which-along

with approximately $1,500 left him by Mr. Wilson-still remained in his office. He also indi-

cated, in his affidavit to the Internal Rev enue Service and in a letter of representation to the

auditors, that the Company and its subsidiaries had made no domestic political contributions

except as specified therein.

The first indication that political contributions had been made to candidates for federal

office, and that Mr. Graves had been involved, came from Mr. Crews. In a supplement

- dated July 28, 1976 to his Commission testimony, Mr. Crews disclosed that on two occasions

he was instructed by Mr. Graves to obtain campaign contributions from McDermott employees

and to reimburse the donors with funds provided by Mr. Graves. On August 18, Mr. Graves

also supplemented his Commission testimony to state that Mr. Crews' testimony had re-

freshed his own recollection: on five occasions he had disbursed an aggregate of approximately

$4,800 for the purpose of reimbursing McDermott personnel for domestic political contribu-

tions to federal candidates.*

Mr. Graves also pointed out in his supplement that he had been undergoing a series of

laser treatments in Baltimore for severe diabetic retinopathy, a consequence of long-term

diabetes, which can ultimately result in blindness. He had been undergoing these treatments

since June, on the advice of his ophthalmologist that such treatments were imperative if he

was to keep his sight. At the time of his testimony before the Commission staff, he had just

returned from one of the treatments, was still feeling the disorientation and discomfort

resulting therefrom, and had been unable to review the subject matter of the staff's investiga-

tion in any depth.

* According to Mr. Graves, this money came from the fund left him by Mr. Wilson. Thus,

Mr. Graves estimated that Mr. Wilson must have left him approximately $6,000, not $1,500
as he had originally testified. He also stated that in light of his refreshed recollection as to the use

of the fund left by Mr. Wilson. one possible use of the repatriated $12,000 would have been

the support of political campaigns-even though, in fact, none of the $12,000 was ever expended
for any purpose.



2. The Audit Committee's Investigation into Domestic Political Contributions

In an effort to follow uip on the lcads provided by the Commission testimony, and to
uncover any other domestic political contributions by the Company, the Committee and its
advisers gathered information frot various sources. Initially, counsel questioned each of
the individuals who were mentioned in testimony or in other interviews as having received
reimbursement for political contributions. The results of these interviews were and in certain
respects still are inconclusive. Counsel also engaged in an extensive search of all campaign
contribution reports filed by candidates for the United States Congress from Louisiana
during the period April 7, 1972 through December 10, 1976, inclusive.*

The review of these documents involved scrutiny of over 1,000 campaign reports filed
with the Federal Election Commission ("FEC") in Washington, D. C. On the basis of the
examination of relevant FEC filings, accounting documents and interviews with Company
personnel, the Committee believes that the following subsections set forth the extent of
domestic political contributions paid for with corporate funds during the period under
investigation, although it is possible that additional contributions were made out of the
Wilson fund-such as the $20,000 to a candidate for state office in Louisiana in 1971.

3. Domestic Political Contributions to Candidates for Federal Office

In September 19~72 John Dupy, then the Company's Treasurer and now the Vice Presi-
den t-Administrati on, wrote a personal check in the amount of $1 ,000 to purchase tickets
to a fund-raisingy dinner in New Orleans for President Nixon. Mr. Dupy has stated that he
made the contribution-at Mr. Graves' request-knowing that he would be reimbursed by
Mr. Graves. He was in fact reimbursed shortly thereafter.

In late 1974 Mr. Graves approached Mr. Crews on two occasions and requested that
hie obtain contributions for a local candidate for Congress, Henson Moore.

On the first occasion, according- to Mr. Crews, Mr. Graves instructed him to obtai
personal checks from the donors. to reimburse the donors with cash which Mr. Graves pro-
vided on the spot ( approximately $ 1,.000). and thereafter to deliver the checks to the candi-
date. Although Mr. Crews cannot recall wvith certainty which officers of the Company he
approached, an examination of the FEC filings by this candidate reveals that on September 9,
1974 checks from Messrs. Bailey, Crews, Cunningham, Graves and Ernest Gravois (Mr.
Bailey's administrative assistant)-ail in the amount of $200 except for Mr. Graves' $500
check-were received by Mr. Moorc's campaign committee. Mr. Crews has conceded that
he was reimbursed by Mr. Graves in the amount of $200 at the time he wrote his check.
Mr. Bailey has said that he might have been reimbursed, although he has no recollection of
any such reimbursement. Messrs. Cunningham, Graves and Gravois have stated to counsel
that they were not reimbursed.

Later in 1974. Mr. Graves a,!ain eave $1,000 in cash to Mr. Crews and asked him
to arranize for further contributions to Mr. Moore. The FEC filinlgs reveal that, on
October 9. 1974. Mr. M1oore's campaign committee received contributions of $500 each
from Messrs. Crews and Graves. On November 4, 1974 the committee received a $100
contribution from Mr. Gravois. In December, it received further $500 contributions from

*Except for a single S100 contribution to the campaign of a candidate for the state senate in
Texas. the Committee hias not uncovered, or been supplied with, any evidence of contributions to
state or local politicians outside Louisiana.



Messrs. Bailey and Dupy. Mr. Dupy has acknowledged that he was reimbursed for his
contribution. Mr. Crews has stated that hie believes, but is not sure, that he was also reim-
bursed. Mr. Bailey has stated that he might have been reimbursed although he has no recol-
lection of such reimbursement. Mr. Graves and Mr. Gravois have stated that they were not
reimbursed.

A final contribution in 1974 involved Senator Russell B. Long. In this instance. Mr.
Graves gave $600 in Company funds to Mr. Gravois for the purchase of six $100 tickets to a
dinner honoring Senator Long. Interviews have established that Messrs. Crews, Dupy and
Gravois, along with their wives, attended the dinner held for Senator Long in New Orleans.

In March 1975 Mr. Gravois received $1,200 in cash from Mr. Graves and was
instructed to obtain contributions to mnake up the campaign deficit of David C. Treen, a
candidate for Congress. Mr. Gravois recalls obtaining personal checks from Mr. Bailey and
five other McDermott employees, including himrself.* Each contribution was in the amount of
$200, and each person who contributed money has acknowledged that he was reimbursed
from corporate funds (except Mr. Bailey, who recalls nothing of the kind but acknowledges
the possibility that he was reimbursed). Each of the checks was received by the can-
didate's committee on April 29, 1975.**

The Committee has also learned of one further instance in which an employee of the
Company was reimbursed in 1975 for a $200 contribution to another candidate for fed-

S eral office.

A review of the FEC filineys has indicatcd it other political contributions were
made by officers of McDermnott mcintioi-,ed~ in thi. part 4~ the report. The surviving officers
have all stated that the checks represented pe.rsonal political contributions for which they
did not receive reimbursement.

On the basis of the foregoing. the (oim-niltt(-,, una-ble to reach any precise conclusions
with respect to the total amnount of political contributions % hich may have been reimbursed
out of corporate funds since March 3 1 . 1 97 1 . 1 1(m ever, the Committee has concluded that
such amount is probably in the area of S5.00iO and cou1.ld possibly be somew'~hat higher, apart
from what may have been contributed out of the Wisnfund. -_The Committee has developed
no evidence that any of the candidates %\a:, advi,,ed of the- source of the contributions-all of
which were miade in the namnes of indivi1duals-except Repre ,entative Treen. who promptly
returned the contributions Nk len he learned of' the source in laite 1976 or early 1977.

D. DoNIESTIC POLITICAL CONTRIBUTIONS TO CANDIDATES FOR SIATFE OR LOCAL OFFICE

In addition to the political contributions heretofore mentioned, the investigation has
revealed that the Company made dietcontribUtions totaling approximately S 13,550 to state
or local candidates or government officials in Louisiana. These contributions-none of which
was made fromi the Graves fund- ere accurately reported on the Comnpany's books.

*In fact, it appears that one employee purchased a bank draft rather than writing a personal
check to the candidate. and that Mr. Gravois himself miade- a contribution in another employee's
name.

** In late 1976 or early 1977. Mr. Graves advised Representative Treen of the source of these
six contrihUtiOnS. In January 197, Representati c Tr:en's campaign committee returned the
contributions to the Company.



The largest single contribution-S750-was made in October 1 97 1, when Mr. Wilson
was still President. to the camipaign of' Law-,rence ChehuardY. a candidate for tax assessor in
Jefferson Parish. Lou1.isiana. The contribution Was alpparently approved by a mniddle-level
employee. Thc fuLll amiount of the contribution \\ as reported to the Internal Revenue Service
als a nlon-deductible expense on the Company's tax returns.

The other contributions \\ere: $-2,000 and $600 for testimonial dinners honoring Edwin
\V. Edxx ards in 197 1 and 1 972. prior to Is taking ollice as Governor of Louisiana, $1,000
for a testimonial dinner honorinL, James E. Fitimorris inl 1 972, prior to his taking office as
I .ieutenant Governor of I di ina : S I 00( for a test inoni;.l dinner in 1 972 honoring John
Niamoul ides. district attornex of Jefferson Parish; S_'84 for his campaign fund in 1973 and
S4S In 1 975: S600 in 1973 wxhich was collected by Jack Mctlanahan. for a testimonial
dinner, S 1 00 in 1 972 to the "Mengden Ciam paign Fund* in Support of a candidate for state
senator fromn Texas. $ I00( in 1971 for a testimonial dinner hionoring B. H-. Miller, Jr.,
councilman for Jefferson Parish, $ 100 In 1974 to thle Republican Party: and $ 115 in con-
tributions of $50 or less.

VI. THlE McCOLLL.M PAYMENTS AND CERTAIN
OTH-FER QUESTIONABLE PRACTICES

A. Tiir- MCCOLLUMI PAYMENTS

From the period Dccemiber 1971 through AL1uust 1974. Schacht V". McCollum, an
Excutive._ Vice President and later Vice Chairman of Tenneco Oil Company ("Tenneco
Oil-) .- a ubsidiary of TlnecoIn.. rcceix ed 1ixc ca,,h pa~nments aggregating $-508,615 from
emlployee-S of McDermott. The payiient . xxhich represented approximately 21: %,' of the
aiinount , billed to Tennew.( Oil by MlcDermott for certain work performed in the Gulf
of Mexic:o area. wxere apparentlyv made pirsuant to an oral arrangement between Mr.
NIJ'1 ol III and RoCe,-r W. Wilson. formekr Pr;2 idc-,nt and Chief ExcuLtix e Office:r of MlcDermnott.
(aTh to fuind the lxaynic1t, x\%as generated from Oceanic. Pursuant to Mr. Wilson's instruc-
tions. R. Nelson Crexxs. then an [Nxecutive Vice President and director of McDermott,
coordinated the arrangemnents for the transfer and delivery of the cash to 'Mr. McCollum.
A schedule settinLe forth certain information with respect to each payment is reproduced as
Exhibit -4 to this Report.

The Audit Committee interviewed approximately 11I present or former McDermott
employees-some on sex cral occasion s-xho acknowledged that they had participated to
somec extent in the pa\mcnt's to Mr. MColuM. The Committee also interviewed many
others, xxho might have had some knowvledge of the payments or of \McDermottfs dealings with
Teninec Oil. Each pcr'otn stated that he had nexer been advised of the reasons for the
McCollum transactions. although some were wvilling to speculate. M~cDermott's senior
officers. we re advised of the transactions as follows:

0 AccordinLg to Mr. Crewvs. Mr. Wilson said-in late 1971-that he had an
arrangement whereby payments would be made to M.r. MeICo11um in amounts equal
to 21 2 1 of work that Nlc--Dermott perforined for Tenneco Oil on a cost-plus or "rental
rate'* basis in the Gulf Coast area. Mr. Wikon. terinally ill at the time. advised that
Mr. McCollum1-1 xxould contact Mr. Crex'. to arranue for deliveries. Mr. Crews was
then to contact N1r. Richie to obtain the money from Oceanic.
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*Mr. Wilson also called Mr. Richie in late 1971. Mr. Wilson advised that

Mr. Crews would from time to) time seek help in obtaining cash from Oceanic. Mr.
Richie was to provide such help and charge the payments to sales promotion or
directors' expenses. Not until some time later did Mr. Richie learn (from Mr. Crews)
that the payments were to be turned over to Mr. McCollum.

* Mr. Graves recalls a conversation, also In late 1971, in which Mr. Wilson re-
ferred to a deal which hie had with Mr. McCollum. The deal might require some foreign
funds, Mr. Wilson stated, which were to be provided to Mr. Crews. Mr. Graves was
to make sure that Mr. Crews got those funds.

*9 Mr. Cunningham was advised, probably by Mr. Crews, of an agreement made
by Mr. Wilson whereby paymecnts would be made to Mr. McCollum. According to
Mr. Cunninguham. he checked at the time of each transaction with the Chief Executive
Officer-Mr. Graves in all instances but the first-to make sure that the payment was
authorized.

Nobody asked Mr. Wilson what the payments were to be for. Nobody asked Mr.
McCollum, either before or after Mr. Wilson's death. Mr. Wilson and (later) Mr. Graves
authorized the payments. As Mr. Richie said, "You don't ask the boss why." Mr.
Cunininghamn struck a similar note: hie did not ask Mr. Crews any questions. other than the

__ amounts of funds to be transferred, "because [Mr. Crews]I had the boss* approval."

1. The First Payment

Tefirst payment toMr. McCollum Wspersonally arranged by Roger Wilsonshrl
before his death. Mr. Wilson asked Mr. Crews to have a schedule prepared listing the
amounts billed to Tenneco Oil for Gulf Coast work from April 1 . 197 1 through October 3 1,
1 .!I 1. A\ controller in the Company 's Morgan City otlice prepared the list and sent it to
Mr. Crew~s. Nir. Crews 2ave the list to Mr. Wilson. who apparently made the calculations
nece %,arv to determine the sum-S33.5t)O-to be paid to Mr. McCollum.

Mlr. Wilson (or perhaps Mr. Crews) then informed Mr. Richie that the sum of $33,500

in cash was to be made available to Mr. Crews.

Mr. Richie in turn instructed Charles L. Davis to arrange for the withdrawal of $33,500
from an Oceanic bank account in B~eirut, to charge the disbursement as a sales promotion
expense. and to make the money available to an employee of Oceanic who was traveling to
Beirut at the time. Mr. Davis relayed these instructions to his Beirut office manacyer. The
office manaier drew and cashed an Oceanic check made payable to himself, and charged it
to sales promotion. The currency was pac:kaged and carried to Oceanic's Dubai office, where
Mr. MCoUlm came to claim it. The courier has stated that he was not aware of the contents
of the package and did not discuss its contents with Mr. McCollum.

2. The Second Paymient

In September 1972. after Mr. WVilson's death. Mr. McCollum contacted Mr. Crews and
succ~ested that Mr. Crew~s ought to "bring the Situation up to date". Mr. Crews understood
that Mr. McCollum s as suggesting another pa~imnirt. and promised to respond shortly there-
after. At Mr. Crews' request. Mr. Bailey instructed the controller in the Company's Morgan
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City office to prepare a list of billings to Tenneco Oil. From this list, Mr. Crews performed
the necessary calculations anid noted that $184.000) was due Mr. McCollum.*

It is Mr. Crews' recollection that following a staff meeting in Mr. Graves' office, at which

Messrs. Richie. .Cunninoham and Graves were present, he informed the group that he intended

to turn over the $ 184,000 to Mr. McCollum, pursuant to Mr. Wilson's instructions. In his

ineetins: with the Committee's counsel. Nir. Crews stated he was "sure I didnt take $184,000

of 'McDermnott money and convey it to somebody without the Chief Executive Oflicer and
Chief Financial Officer knowing it."

While Mr. Graves rememT1bers meeting, with Nir. Crews at this time, he does not recall

being told of the amouint Mr. NMcColLum was to receive, and Messrs. Richie and Cunningham

do not remember any discussion of the kind described by Mr. Crews. Mr. Graves does recall

contacting- Messrs. Richie and Cunningham to approve their making the cash available.

%-pon Mr. Richie's irmtructions. Mr. Davis arranged for the cash to be withdrawn

from anl Oceanic bank account in Beirut and delivered to Mr. Crews in London. Shortly

thereafter. \lr. Crews turned the S184,000 ov-er to Mr. McCollum. The voucher for the

pay~ment describes it as a -promotional engineering-' expense for the New Orleans office,

anid the charge was so entered on Oceanic's books at the instruction of Mr. Richie or
Mr. Cunningham.

3. Subsequent Payments
The thiree SUbsequen21t Pa%11menIts followed simillar patterns. On each occasion, Mr.

( re%\ asLi contacted b%; Mr. McCollumn to arrange for another pa~ment. Mr. Crews

would requeLISt and reesea bilin~g memorandum froml Mr. Bailey and calculate the re-

qui.1red pas ment by using the (- formula. Mr. Crews would request this sum from

Mr. Rich ic. '.s o obtained aro lfor each pa\-me1nt from Mr. Graves. Mr. Crews recalls

per-sonally informing Mc-ssr s. Gr.as es. Cunninghiam and Richie of the amount hie planned

10 pa\' Mr. MCoULum1 prior7 to making each paymrent.

Onl each occasion. Mr. Richie w ould arrange for the cash to be made available from

Oceanic%, Be irut office and dei rdby a middle management employ-ee to London. Mr.
Riehie dealt either w~ith Mr. Das , or directly w'~ith theC other Oceanic employ'ees. * *

The fun~ds for the :,hird and fourth paymenrts wscrc withdrawn from an Oceanic account

b-y checks, mrade Payable to the ban'k. These paymrents were charged to promotional engi-

neering anid fees and sesie.respectis lyl. The che~ck for the final payment was also

drawn On an Oceanic account. and was made payable, to a currency exchange dealer

who provide -d the necessarx Unite--d States dollars. The-- final payment. in the amount of

$-3 1.675. w~as again c:harged to fees and services and was supported by an expense voucher
for Mr. Crews-sined by Mr. Richice-reflectine S-7.91 8.75 in travel and entertainment
expenses for each of the previous four quarters.

4. The Winding Down olf the Arrangement with Mr. VtcCollumn

Mr. Graves has stated that although he aippro%-e-d providing M1r. Crews with cash

for the second anid all subsequent McCollum pay-ments. he was not aware of the magnitude

%1Mr. Bailev asserts th,tt hle didl not know until the fourth or fifth payment that Mr. McCollum
1js toreci thec funds. Mr. CrOA, recalls informine- him- earlier.

** While Mr. Davis was aware- of the cash movements. he states that he had no knowledge
()f the: arratni cement swith N r. NL.\IcO mm. 1-fe did no0t luc- :iOn the payments. or the accounting
therefor. hcause of hstutihiimeaespror. Mir. Richie. and because of his under-
standine that Mr. Cresws had receis e-d at least sonic of the payments.
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of the sums involved until the closing of the Company's books in the spring of 1973. At
that time, he sought from Mr. Crews the details of 11he McCollumr arrangement and learned

that Mr. McCollum had received over $340,000 from the two payments he had approved.
Mr. Graves recalls that hie was "appalled at the magnitude of the amounts," and told

Mr. Crews, "~This is all out of the question. I )'ust never had anY idea that this was going
to run into any SuIM like this and this has got to termlinate**> Mr. Graves asserts that he
ordered Mr. Crews to terminate the arrangement with Mr. McCollum, on as amicable a
basis as possible, and that he believes Mr. Crews agreed to do so.

Mr. Crews' recollection of this conversation varies sorne\~hat from that of Mr. Graves.
First, Mr. Crews remembers no surprise being expressed at the amounts of the payments.
As noted above, Mr. Crews says that hie informed Messrs. Graves. Richie and Cunningham of
the amount of every payment prior to delivery. Second, 'Mr. Crews believes that Mr. Graves
told him to terminate the arrangement shortly prior to the fifth and final payment, not the
fourth. Mr. Crews remembers informinL, Mr. MeICollum, on the occas ion of the fifth payment,

that the arrangement was being terminated at Mr. Graves' instructions-, Mr. McCollum's
recollection is the same. According, to Mr. CreA,. Mr. McCollum did not react in any way
to his announcement.

5. The Purpose of the PaYments

Thle Commission has alleged in it; complaint that the McCollum paymnents were made
- "to aid McDermott in procuring aind niaintaininL, certain contracts and billings with the

Tenneco Oil Com1painy of which MicCollum \ as then Vice Chairman of the Board of Direc-

tors." Thle Committee has focused conside1rable attention on this alleuation and has de-

veloped as much evidence as possible w ith respect to it and with respect to other possible

explanations for the MlcCollumr payments.

In the last anal\ sls, thle Comnmittee Is unabil to reach an tirmn conclusion for a num-
ber of' reasons, but it does have serious doubts that the Comrmis.sion's hypothiesis is correct.
An alternative explanation which -appears equally plausible to the Comnmittee-if not more

so--is that the payments %kent to Mr. NicColl Uni and v crc passed onl by him for other
purposes. Because Mr. McCollum and representatives of Tenneco Oil wverc unwilling to

be Interviewed, thle Committee has been unable to follo0W LIP On this possibility in a meaning-

ful way. On the basis of the av ailable evidence, the Committee could do no more than

Speculate as to what thle funds w.ere actually' used for Lind it does not believe that such

speculation would be appropriate, especially in view of the fact that there is a possibility

of litigation with Tenneco Oil.*

a. The Commission's Hypothesis

The Commission's hyNpothesis is supported to some extent by the following: (1I) substan-

tial payments were made to a top officer of Tenneco Oil who has testified that he took such

payments without the know ledge of other senior officers of his company: (2) thle payments
were apparently measured by a Percentage of certain fabrication and installation business

done by Nl1cDermott for Tenneco Oil in the Gulf of Mexico area-, (3) at about the time when

the presumptive arrangement with McCollum was being made. McDermott obtained an exclu-

*Tenneco Oil's cVLIIISl has recentl% advi,,cd 7h!, Conipan% 1hat Tenneco Oil is considering
bringing suit against the Company with respect to) these paymients



sive or "blanket" contract from Tenneco Oil for such fabrication and installation business-a
contract (similar to those which McDermott had with a number of major clients) which
McDermott had been seeking from Tenneco Oil for some time; (4) the payments were made
in cash and in a clandestine manner without being appropriately recorded on the books of
McDermott or any other entity, as far as the Committee knows; (5) no one now with
McDermott has offered any affirmative explanation for this transaction, other than specula-
tion, (6) McDermott's domestic fabrication and installation business with Tenneco Oil
increased substantially after thle contract was entered into, and (7) McDermott's profit on such
business with Tenneco Oil during the period of payments was substantially higher than its
prolit on similar busine s done with others in the same area in the same period.

b. Doubts as to the Commission's Hypothesis
At least equally persuasive, in the view of the Committee, is the evidence that the pay-

ment, to Mr. McCollum were for reasons other than to obtain business from Tenneco Oil:
I ) after an exhaustiv-e search, the Committee's advisers did not uncover-and do not believe

that there ,were-any' other instances of such payments by McDermott or its subsidiaries; (2)
the blanket contract entered into with Tenneco Oil was similar to a number of other such
contracts entered into for normal business reasons with major oil companies; (3) to the
extent that thle Tenneco Oil contract differed from such other contracts-it was a "mark-up"1
o)f one such contract-it was slightly favorable to Tenneco Oil; (4) McDermott's profit
marg-ins on the %vork performed for Tenneco Oil under the blanket contract were not out of
line with its, nmar-ins on %kork performed for other oil companies and priced in similar fashion

..,on a cost-PlU or rental rate basis). ( 5 ) McDermottfs profit margins on the work
performed for Tenneco Oil uinder the blanket contract wkere lower than its margins on similar
wor)Tk-not cosered by the blanket contract-performed for Tenneco Oil during the period
whien the McCollum paymients were being made: (6) the increase of business from Tenneco
Oil during the period appears to reflect an increase in operations by Tenneco Oil in the area,
and not an increase in MIcDeri-ott's share of Tenneco Oil's business;, (7) Tenneco Oil was
by no mreans McDermoitt'\ lrL-est customer-it accounted for less than 3% of McDermott's
total revenues from1 fabrication and marine construction in the period-and the Tenneco Oil
busineSS WaS not uinu~ ually Important to McDermott, ( 8 ) in the view of those members of
the Committee and of senior mana~lement who knew Roizer Wilson well. it would have been
totally out of character fi r im to have made the McCollum payments for the reasons alleged
by thle Comnils ion. No) one in senior management could recall an instance in which Mr.
Wikon ever indicated thiat hie had considered any such undertaking. Members of the Com-
mittee and of -senior manacement were also of the belief that, if Mr. Wilson were to have
embarked on Such an undertaking. hie would have had compelling business reasons for doing
SO. The Tenneco Oil business was not sufficiently important to McDermott, and the profits
onl that business were not Such as to constitute compelling business reasons, quite apart from
.111 qluestion of wrong~doig: and (9) some of the work which apparently provided the basis
for the McCollum paynient w~as work performed before the blanket contract was entered into,
and some of the subsequent work fell outside the scope of the blanket contract. If there had
been a quid pro quo-i.e., the blanket contract in return for the payments-it would not be
illogical to expect that the 2 2 % payments to Mr. McCollum would be applied only against
work performed under the contract. In fact, the payments were based not only on work
performed uinder the contract but also on substantial other work done for Tenneco Oil.

The most sienificanit of the foregoingy reasons for questioning the Commission's hypoth-
el~is. however, involvecs the assessment of Roger Wilson. Like members of managrement who



were interviewed at length by the Committee and its counsel, the members of the Committee

found it extremely diflicult to believe that Mr. Wilson would have agreed to such payments

in return for the Tenneco Oil business received by McDermott.

c. The Explanations of f/ic Participants

A basic difficulty faced by the Committee was that the explanations by the surviving

participants were at best incomplete. The McDermiott people testified that Mr. Wilson

entered into a "deal" with Mr. McCollum, thle nature of which hie never disclosed and they

never questioned. They carried out the terms of this arrangement by paying out approxi-

miately S475,00(0 after Mr. Wilson's death, without ever inquiring of Mr. McCollum or

Tenneco Oil what thle nature of the transaction was. Payments of $98,800 and $31,675

were made in September 1973 and August 1974, although Mr. Graves may have ordered

thle program shut down as early as May 1973. Mr. McCollum accepted the termination

without comment.

The MCollum11 explanation was, if anything. less enlightening. Mr. McCollum has

refused to be interviewed by counsel to the Committee, but he testified on the subject before

* . the Commission and at a deposition taken on July 14. 1976 in connection with a civil suit

brought against him by Tenneco Oil to recov er the pay.ments. Mr. McCollum testified that

dUring a meeting with Mr. Wilson in New Orleans in late 1 971, he learned of an "interna-

* tional deal" that Mr. Wilson had arranged wkith Tenneco Oil\s management. Mr. Wilson

informed MIr. MCoHlu that as part of the international deal ( which Mr. McCollum

claims hie never discussed with any officials at Tenneco Oil ). Mr. McCollum would receive

certain pack ages and he instrucI ted to deliver them to other persons . According to Mr.

k('oHllm, hie re,:ei\ d tour to SIX Such packageCs. He imr"nediatel\ turned them over to

a manl who I did not know." WVhe1n pre. sed on thle point, Mr. NMIeCollum stated that he

gave thle packages to a number of different men, all of Miom hie described as "wkhite" and
*'averaiee lookina."

d, Impedinicns to a Definitiive Conclusion

Mlr. Wk7ilso n aind isloses colleagues are no longer alive. The understanding and

reco0llections oif the McLDermott mianagemnrt grou p have be%.en dis"appointingly incomplete.

On the Tenneco) Oil side. Mlr NlcCollnm's te.stimion\ i5, not enlightening as to the ultimate

nature and purpoN.e of thle 1ransaction-and hie has refused to give any information to the

Commilittee. Similarly. Teni,..xo Oil has declined to give the Committee access to records

and permonnel."- Finally,. accordine- to a recent filing b\ Tennec~o Inc. with the Commission.

federal grand Juries in Louisilana. Wisconsiln and the District oft Columbia are conducting

in\% estIguatilonl- into aspc:ts of Tenneco's bu-Sines. The assl. tant United States attorneys in

charoe of those investi~ations have declined to share information with counsel for the

Committee. * *

* The refusal-, to cooperate were not absolute. Rather. Tenneco Oil and Mr. McCollum
suggLested a willingnless to provide unispecified information if the Audit. Committee would provide

informiation to themi. Particularly in lie-ht of the Audit Comi.-itte's role as a fact-finder, the

Committee through its counsel determined that the preconditions set by Tenneco Oil and
Mr. MCCollum11 w ere unacceptaible.

** Another blind alley for the Committee involved a Chicago grand jury proceedingy in late
1 9' and early I 076 relatinet nte opn and a former M erotemployee. Certain

present McL~ermott eml e re questioned about the former emiployee-who had participated
in the early- Wilson payments-and to a les,.er extent about the pax mients to M-r. McCollum. An
indic:tment eventually re!,ulted, %O ilch in no w a% refcrrcd cither- to NLDermott or to any aspect of

Icvmt\h~e~ Couinsel for the Audit Commiittee have sough_21t. unTSUCCeSSfull. to obtain
from thle United StateC Attorne\ s office anm rckevant information \% hich that office mialht have
developed about McDermott or its emnployees.
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In all the circumstances, the Audit Committee believes that no responsible conclusion
can be reached as to the nature and purpose of the McCollum payments. However, the
Committee has learned enoughi about those payments to entertain serious questions as to
whether they were made for thle purpose of obtaining business from Tenneco Oil, as alleged
by the Commission.

13. OT-HER QUESTIONABLE PRACTICES

The Committee has found no other transactions of the McCollum type and is convinced
that there were none. The investigation has, however. revealed that the Company has
cn(7aLoed in the praties inon it reain wit customers (and to sonie extent gov-
ernment officials) which, taken as a whole, warrant mention in this Report. Thus, in several
areas of the Company's operations, the Committee found an inattention to careful accounting
and recording practices which left open the possibility that improprieties could have occurred.
Principal examples of this problem were as follows:

1. Because the Company's business requires that employees travel a great deal,
the Company maintains a large fleet of corporate aircraft stationed around thle world.
At tile outset of the investigation, the special auditors were asked by counsel to review
the log books of these aircraft to determine w~hether they had been used for appropriate
corporate purposes.

In general. this procedure was not effective. Particularly prior to 1975, the log
book, were not kept w~ith sufficient detail to determine how- often and why Company
aircraft were used to transport persons other than employees. In numerous instances,
however, the logs showv-without recording any business purpose-that the planes were
used to transport customers and government employees.

2. Similar comments apply to the Comipanys records with respect to the use of
its huntin2 and fishing camips. Prior to Novemiber 1975, no logs were kept for the
hunting, camip. The records that do exist are often incomplete in the same manner as
the airplane logs.

3. An additional area of inquiry by the Committee was the practice-both in the
United States and abroad-of Lnin gifts to government officials and employees of
customers. For example. miany, of the Companys subiire manti ChitaIit
for the 2iving of L-ifts such as liquor or fruit baskets. However, the investigation has
also disclosed that in somec instances the gifts took the form of cash or cash advances
which were never repaid. On other occasions, the values of gifts were such that they
may have exceeded prudent business standards or created the appearance of impropriety.
Similar comments could be applied to the entertainment provided to certain customers.

4. Since it might be possible to generate off-book funds through unrecorded sales
of scrap materials, the Company's procedures in this area were reviewed by Arthur
Youngz. In general. procedures and controls in this area have been unimpressive, and
the documentation maintained by the Company has been minimal. Approximately
M~ million dollars of scrap material has been sold during the five-year period with little
check on how the sales were made or whether better prices or practices might be
available. However, no indication of any improper diversion of funds was found.
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VII. QUESTIONABLE FOREIGN TRANSACTIONS

In addition to the payments discussed above, the Audit Committee's investigation has
uncovered a variety of questionable payments made in foreign countries, as well as other
foreign transactions involving possible im proprieties.

The locations in which transactions described in this section occurred were: Algeria,
Australia, Belgium, Brazil, Egypt, Indonesia, Iran, Kuwait, Lebanon, Nigeria, Saudi Arabia,
Singapore, Trinidad and the United Arab Emirates. Messrs. Richie and Davis were aware of
or approved many of these transactions, and Messrs. Cunningham and (to a lesser extent)
(Graves had a general knowledge of many of' them. Others who authorized such transactions
were John W. McCarte and Eric R. H. Selley, both group vice presidents of Oceanic.

A. QUESTIONABLE PAYMENTS

The Audit Committee has developed evidence to support the view that government
officials of various countries may have been the ultimate recipients of all or part of certain
payments. Certain other transactions, in all the circumstances, appeared to the Com-
mittee to be of questionable propriety although not necessarily involving payments to
government officials. Each of the payments described in subpart A-aggregating approx-
imately $1 ,030,000 over the five-year period ended March 3 1. 1976-falls into one of
these categories.

I . A supplier to one of the Company's subsidiaries was the subject of an investiga-
tio, b goernentoficils f Cunty .\, into allcged improprieties relating to currency

transactions. As an outgrowth of that investigation, a covernment official (the "Official")
visited the offices of the subsidiary and requested documents relating to its transactions
with the supplier. These documents were supplied. A few days later the Official returned,
demanding that he be allowed to inspect all of the subsidiary's books and records. The sub-
sidiary's controller told the Official that hie lackcd the authority to turn over the books.
Neverthecless, the Official demanded that the books be brought to his office on the follow-
ing day.

At the time in question, the subsidiary was holding certain books of an affiliated com-
pany, wvhich the Company did not regard as doing business in Country A. Officials of
the subsidiary were concerned that taxes might be assessed on the affiliated company's
income if the government learned that these books were being held by the subsidiary.
Furthermore, the taking of the books-with no reliable way to ensure their return-could
have been extremely disruptive. During the evening, therefore, employees of the sub-
sidiary moved the affiliated compan-y's books from the subsidiary~s office to another location.

When the controller appeared before the Official the following day, without the sub-
sidiary's books, he was told that war-rants would be obtained both for his arrest and for "the
books of the company." Shortly thereafter, an influential businessman approached an em-
ployee of the subsidiary and arranged a meeting with an individual who might be of
assistance. The individual displayed an extensive knowledge of the problem at hand and
stated that he was a close friend of the Official.

* For each transaction, the country involved is identified by a separate letter, even though
more than one transaction may have occurred in the same country.



Following this meeting, it was suggested to employees of the subsidiary that the
cntire problem could be resolved by a payment of $140,000. The subsidiary's office manager
decided to make the payment, in order to protect his controller from arrest, to avoid the dis-
ruption which would flow from a seizure of the books, and to protect the Company from
possible tax claims that could be made if the books of the affiliated company were discovered.

After arrangements to make the payment had been made, the intermediary informed
the controller that the problem had been settled. Shortly thereafter, a higher officer of the
subsidiary, and an officer of an affiliated company, arrived in town. They instructed an
Oceanic accountant in another country to pay the $140,000 to yet another intermediary,
and this was done. The check was described as being a "payment on account'. Nothing was
heard again from the Official.

It is interesting to note that, before the foregoing facts were developed, representatives
of the Committee questioned several senior members of the Company's management about this
incident. All stated that the controller had actually been jailed and that the payment had
been needed in order to free him. It is not unlikely that officials of the subsidiary had pre-
sented such a story to senior management, in order to justify the S140,000 payment. After
intensive questioning on this subject. the Committee has found no evidence to warrant a
finding that any member of senior managemnent knew the facts as set forth above.

2. An employee of a Company subsidiary was involved in a major automobile accident
in Countrv B. He was arrested and remained incarcerated pending trial. Two senior officers
of Oceanic approved the paymnent of S20,000 to a judicial official of Country B. Shortly
after the payment was made, the employee was released anu left the country.

Initially, one of the Oceanic officers included a $20,000 lump-sum charge on his ex-
pense report for -~public relations expense". No supporting documentation was provided.
SS~urtly. the charge to public relations expense was reversed and the S10.000 was
(JhareW : to this o)fficer's advance account. A new expense report was prepared for "enter-
tainmnent of customers and employee guests"-S 1,500 per month for twelve months and
S2,000 for one month-and the advance account was then charged to entertainment and.,or
public relations expense.

3. A subsidiary of the Company has experienced great difficulty in obtaining the
necessary quota of work visas for its employees in Country C. During a three-year period
prior to the period upon which the Audit Committee focused its investigation, substantial
sums had been paid by an affiliated company to an intermediary for his assistance in obtaining
work quotas from the appropriate government agency. In general, the payments were
charged to "professional services."

Early in the period under investigation, visas were required for a substantial number
of employees of the subsidiary. A senior officer of the subsidiary approached a well-
connected businessman who had previously assisted the subsidiary in obtaining work quotas.
The businessman advised that the needed visas could be granted if payments were made to
certain individuals. He ultimately agreed to accept a fee of $100,000 to handle the matter.
Paymnent of this sum was approved by two senior officers of an affiliated company, which
paid the fee and charged it as an employee relocation expense. The subsidiary thereafter
received an acceptable quota of visas from the government.
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Some years later, the government took preliminary steps to reduce the quota of visas,
and it became extremely difficult for employees to enter Country C. The businessman
was again approached by a senior officer of the subsidiary for help in maintaining the
needed quota of visas. A fee of $100,000 was settled upon, again approved by two senior
officers of the affiliated company which again made the payment. The documentation
relating to the payment described it as being for -assistance in acquiring import permits."

4. Obtaining entry visas for Country D--especially multiple-entry visas-can be a
time-consuming process which leads to costly delays. In order both to expedite the visa
application process and to obtain multiple-entry visas, an employee of a Company subsidiary
has made payments to two ernbassy officials employed by Country D in a foreign city.
The first official was paid $1,000 per month, some of which was advanced to him upon his
request. Subsequently,. payments were made at irregular intervals to the official's replace-
ment at the embassy. An aggregate of at least S30.000 in such payments has been made
during the five fiscal years ending March 31. 1976. Money to fund these payments was
disbursed largely from petty cash. On occasion, however, payment was made by check.
The payments were approved by a senior officer of Oceanic and were generally charged as
fees and services.

5. Regular payments aggregating S2,000 per month are made to three customs officials
in Country E. The arrangements began in 1974. The customs officials solicited the pay-
ments from an employee of a Company subsidia rv, stating that the payments would be
necessary for the su~bsidiary to receive prompt Customs clearances. Sev-eral of these pay-
menits were described in the acc:ounting, documentation as contributions to aid a local

ilage tahossmnofteubiiary's employees: most o1 the other payments have
been charged as public relations expenses, consulting or promotional fees, or fees for
licenses and permits.

6. During thle period under investigation. subsidiaries of the Company settled tax
claims which had been asserted against them by Countries F and G. The subsidiaries,
working through their local outside accountants, were able to settle these claims for substan-
tially less than the amounts initially claimed by the governments concerned. For their services
the accountants received fees from the subsidiaries aggaregating approximately $320,000.
There is no direct evidence that any portion of these sums was paid to government officials.
However. the context of the payments, the manner in which they were effected (i.e., in one
case by two separate checks ), and thle amounts thereof in relation to previous fees paid to
such persons. give rise to possible questions regarding the transactions.

7. An oil company awarded a contract to a Company subsidiary in Country H and
requested that the subsidiary buy certain necessary materials from an affiliate of the oil
company . At governmental insistence, the oil company required that a firm price be set for
the materials portion of its contract. However, the McDermott subsidiary was unwilling to
make such a commitment-severe monetary fluctuations made it impossible to determine
what the dollar price of the materials would ultimately be. The agreed-upon solution was for
the oil company's affiliate to commit to a fixed dollar price for the materials-thus apparently
accepting the risk of monetary fluctuation. As part of this agreement, however, the oil
company apparently promised to reimburse its affiliate for any losses it might suffer thereby.

Bx' the time the contract was performed. monetary fluctuations had resulted in a loss of
$50,000 to the oil company's affiliate. Officials of the McDermott subsidiary have advised

N
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that, in order to avoid embarrassment before the governmental authorities which had insisted
upon a fixed-price contract, thle oil company requested that McDermott's subsidiary pay
the $50,000, and agreed to reimburse the subsidiary for this amount. The payment was
accordingly made (to the bank account of the president of the oil company's affiliate)
and a receipt was received therefor. Officials of the McDermott subsidiary have advised
the Committee that the $50,000) was made up by overbilling the oil company for this
amount on invoices relating to a number of different jobs. No documentation for such
overbilling has been found.

8. In June 1972 the director of Indonesian Enterprises, Inc. wrote to a senior officer
of Oceanic and requested that Oceanic subscribe to the stock of this corporation. The
letter stated that the request was being made on behalf of General Ibnu Sutowo, then the
head of Pertamina, the Indonesian oil conglomerate. The purpose of the corporation was
to operate the Ramayana Restaurant in New York City.

Two senior officers of Oceanic approved a $25.000 subscription to the corporation's
stock, to be made by McDermott's Indonesian subsidiary. The restaurant was opened but
has suffered financial reverses. The subsidiary's investment of $25,000 has been written off.

As was recently reported in the press, the Commission, in a lawsuit against Pertamina,
Gen. Sutowo and others, has alleged that the sale of these securities violated federal securities
laws and that the purchasers were coerced into buying the shares.

9. A Company subsidiary needed a communications license in order to transmit
messages between offshore barges and land-based personnel in Country 1. Apparently,
no such license had previously been issued in this country. An Oceanic employee asked
an intermediary for help in arranging for the issuance of the license. The individual stated
that a payment of approximately S 11 .000 in advance would be needed, with a supplemental
payment of approximately S2.000 if the license were granted.

A middle-level employee of the subsidiary approv-ed the $11,000 payment, which was
made in cash to the intermediary. Shortly after the payment was made, the license was
issued. The $2,000 payment to the intermediary was then made in a similar manner. Most
of the amount paid in this connection was accounted for as a legal expense.

10. Country J imposes a tax on employers similar to the United States Social Security
tax. The amount of tax paid is often negotiated with tax officials. In the early 1970's a
dispute arose, between the government and a Company subsidiary, concerning assessment of
the tax on a project constructed for a customer. The government was threatening the sub-
sidiarv with a large fine for late payment of the tax. Lengthy negotiations did not resolve the
dispute.

Ultimately, a senior officer of Oceanic authorized the payment of approximately $8,000
to an intermediary for the purpose of inducing a key government official to have the fine for
late payment withdrawn. In addition. the subsidiary, paid the government all pre-penalty
taxes that had been assessed. The Oceanic officer obtained bills for legal services to sup-
port the $8,000 payment.

11. A Company subsidiary's sales agent in Country K requested that the subsidiary
advance him $10,000 in cash. The agent informed a middle-level employee of the subsidi-



ary that he planned to give the cash to a friend in government whose son had been badly
injured in an automobile accident. Payment of the money was approved by a senior officer
of Oceanic. The subsidiary issued two checks of $5,000) each. which were converted into
United States currency and given to the agent. The expenditures were booked as dona-
tions to a local village. The $10,000 advance was subsequently deducted from the com-
missions due the agent.

12. A payment of $6,000 was made to a government department of Country L as a
contribution toward the construction of a government facility.

13. A marine crew was flown into Country M in 1972 to man a boat that was pre-
pared to leave the local port. The crew carried seamen's visas, which normally allow the
holders entry into a country for from 48 to 72 hours. Despite this, the seamen were refused
entry at the airport for lack of valid visitors' visas. A local businessman advised an em-
ployee of the Company's subsidiary that the problem could be solved if he were paid $5,000
in cash. The businessman wvas paid the requested sum, and shortly thereafter the seamen
gained entry into Country M. The payment was accounted for as a miscellaneous job
expense.

14. A Company subsidiary was experiencing difficulty in obtaining a dock location
f rom a local Lo\L'rnmental authority in Country N. A middle-level employee persuaded a
government otlicial to help overcome the difficulty. The desired location was subsequently
obtained. In return, the subsidiary paid the government official approximately $600 in

* cash, which hie stated he planned to donate to a local civic organization. This disburse-
ment was charged as a public relations expense.

15. The investigation has disclosed that during the time period in question. approxi-
- mately $160,000 was paid to low-level government functionaries of various nations to

facilitate somec desired Lovemnment action. The payments were normially used to facilitate
government action to wiha suiin fteCompany was entitled. However, had the
payments not been made, such actions might. have been refused or unreasonably delayed.

*~ ~ ~ ~ ~ ~ ~ ~~- Fntoaishorcietepyetinqestion included harbor masters, customs and
immigration authorities, police officials and telephone department employees.

B. OTHER TRANSACTIONS

In the case of several transactions. described in this subpart, the Committee could not
satisfy itself as to the absence of any imipropriety-one or more pieces of information
suggested that there might be somec questionable aspect to each of these transactions.*

1. The government of Country' 0 promulgated a decree requiring that native citizens
or organizations must own stated percentages of companies doing business there. A Company

*Not included in this discussion are transactions for which accounting documentation is in-
adequate or missing, but as to which no evidence has been developed %'.hich raises questions. There
is no pattern or apparent significance to the missing documentation. It is nevertheless possible
that some of these transactions may have had questionable aspects \vhich the Committee has been
unable to discover. There is no basis for speculating on the nature or dollar amounts of such
questionable transactions, if any. Ho\'.ever. the Committee's rec~ommendations wvith respect to
auditinae and accounting are being made \' ith a 'Jew to minimizing the number of transactions as
to which adequate documentation cannot be produced.
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subsidiary was covered by the decree. Unable to sell its stock publicly or to the government,
the subsidiary placed a percentage of its stock with certain leading citizens. former high
government officials, who also became salaried employees and directors of thle subsidiary.

The purchasers lacked the capital to buy the subsidiary's stock. Thus, another
Subsidiary loaned them the nioney-approximately S600.000, None of the money loaned
to the Purchasers has yet been repaid. At thle time the arrangemient was entered into,
Company officers may have had reason to believe that the purchasers were unlikely to
repay their loans.

2. A Company 'Llhsidiar InI Couintr P entered into a consulting agreement with a
relative of a high official of a company with which McDermott has a business relationship.
Pursuant to this agreement. the individual conducted a survey relating to the possible construc-
tion of a plant by the subsidiary. and submitted a written report containing his findings. The
individual w as paid almost S300.000 for this work. The report did not appear to contain any
siunificant amount of original w~ork. The subsidiary subsequently decided not to pursue con-
struction of thle plant, and thle consulting agreement with thle individual was terminated.

3. A Company subsidiaryN received a written request for a contribution of approximately
S'256.000) to a quasi-political organization. Thle reqjuest-w,.hich was signed by a high official
of the E!overnment of Courn 0-was written ofl government stationerx'. The letter had
been preceded thle day before by a telephone call asking for immediate payment. A senior
official of O)ceanic appro~ ed thle c0ontribUt i~n. and a c.heck to this organization in the amount
requeIsted1 wa~o delivered immediately. Thie contribution was accurately reflected on the books

of thle subsidiary. *

4. In1 October 1973 a payment in the amnount of S50,000 was made to a representa-
tive of a subsidiary of Oceanic in Country R. At thle timie, the subsidiary was engaged in
a1 small pro)jec ,t for the state-controlled Oil comIpany. Counsel wkere advised that the
representati~c performcd valuable sLervices for the subsidiary: however, the payment was
entered onl thle suhsidiarys book, ais a -public relations" expense.

5. A- CompanyV subSidiary has maintained a close relationship with a high official
of a forcLiLn oil company doing ,lub, tantial huISine'-, %%ith Oceanic in Country S. This
individual frCLlLiently trav\ cd to a particular city. normally accompanied by a group of
associatcs. DUring theseC \ iit,. %%s hiJh L£enerallv ase t'ls o or three day s. the Individual and
his party w crc entertained by -.'ic ,ub-idir's eml\~ at a cost which sometimes amounte
to two or three thousand dollars, a \ i: it. Expense>; relating to the entertainment were ap-
proved by' a senior officer of OceCamc. In addition, on one occasion thle individual requested
and received a S3.000 advance1 from Oceanic that was charged to public relations and
was, not repaid: and on two other occasions he has received smaller amounts of cash,
totaling approximately S700. This official and his family have also received gifts of sub-
stantial value from Oceanic.

6. An oil company in Country T has state participation in its ownership and is a
cuIStomer of a Company subsidiary. A rniddle-level employee of the oil company gave

Aiwthkr contrihutliuIti .4 approxinitel% S5.0() '%. made to a simlilar organization under
Simil1ar circumlstanlces at anothc r tinie during thie pc:riud undler investigation.
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the subsidiary information which may have been of limited value to the subsidiary in obtain-
ing business from the customer.

In turn, thle Subsidiary onl at least three occasions converted the individual's foreign
Currency Into United States dollars and deposited them in his personal foreign bank account.
Thle conversion was made at thc official market rate, which at the time was approximately
two times the actual exchange Value of the foreign currency. These transactions apparently
involved a sum of approximately $3,000 (thle amount of one of the transactions is un-
known). In addition. the subsidiary paid the air fare and hotel expenses incurred by this
individual and his family on a trip to a foreign city. A number of other requests for
assistance from the subsidiary by this individual were refused. and thle subsidiary determined,
prior to the commencement Of this investiuation, not to honor any further requests for
assistance.

C. OFF-BOOK ACCOUNTS

I. In 1 973. a Company suibsidiary entered into a fixed-price contract with a state-
.. owned oil copn.Pursuant to this contract, the susda gedto perform certain

work for the oil c:ompany. which in turn ag-reed to pay the subsidiary approximately
$ 700.000 in United Szates currency aind the equivalent of S340.000 inlocal currency. The
subsidiary anticipated receiving its profit from thle dollar portion of the contract, and using
the local currency for expenses it planned to Incur locally. The dollar portion of the

-* contract received normal accoun1tinge treatment on thle books of the subsidiary.

On thle ground that the lOCal1 Currency w as a -blocked currencv'-not freely convertible
into dollars-the ,,ubIdiary did not record the local currency fund onl its books. A small
portion Of thle fund wa-, kept inI a safe deposit box and used for petty cash. The major

portion of the fund deposited at a local bank in the name of an employee (the fund
Could not be depo',itcd in the subsidiarv\, name because thle subsidiary %kas not registered
to do business in the LOu~ntrV inueto.d distincuished from offsoe.Tebn

ac:couint. althoucLh not recorded onl the sub ,idiarv's books, was under the accounting, super-
Vision of the subsidiary's controller.

As of March 3 1. 1976 this off-hook fund w~as recorded on thle subsidiary's books. An
audit of transactions relating to thle petty cash fund and the bank account has been
conducted by the Audit Commi11ttee's spec:ial accountants and reviewed by the Committee's
counIsel. Thi,~ re\ iew has disclosed unsupportced expenditures. due to missing, invoices or
lost expense acco0unts, of approximately S5.200). How~ever. no ev idence has been uncovered
that this sum, or any other transaction relating to this bank account or petty cash fund, was
used to make any ques tionable payment.

2.Prior to 1975. two petty cash accounts were kept in the names of employees of a
Company subsidiary. The cash in these accounts was recorded on the books of the sub-
sidiary as cash. but not as being, in a known bank account. A number of facilitating

payments to Minor gov erment officials w~ere made throug2h these accounts. Since 1975,
such petty cash funds have been kept in Company bank accounts and have been reflected
on the books of the subsidiary as such.

D. FOREIGN SALES AGENTS

The Com1pany and Its, subsidiaries use the services, of ales agents in countries where
the practice is normal or required by law. During the period under investigation. the
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Company and its subsidiaries maintained 15 such arrangements. Most of these arrange-
nients were with individuals who were influential businessmen in the countries where they
operated.

Each arrangement for the payment of sales or agency commissions was evidenced
cither by a written contract or by an exchange of letters sufficient to establish the existence
(4 an agyency relationship. Copies of all agreements with these agents were furnished to
(minscl. as well as schedules setting, forth each payment made to Such agents during the
Jperiod under in'estigation. In addition, copies of the checks and other documents evidenc-
nj, payments to thle agents were collected and made available. With minor exceptions,

;ximents could be traced to bank accounts in the agent's name or designated by the agent
for payment. One of the designated accounts, however, could not be identified as belong-
ing to the agent.

The conimissions-which varied from agreement to agreement-appear to be com-
mnerciallv reasonable for the areas of the world involved. Over the five-year period, the
commissions averaged 3.2%' : S 17.3 million in commissions were paid on projects which
gave rise to revenues of S545 million.*

Numbers of this magnitude mlay give rise to speculation that some of the agency pay-
ments miay haVe ultimately found their way into the hands of government officials or cus-
tomners . Such1 Spe._culation may be supported by thle fact that somec agents engaged in only
limited sales aictivities and did not Incur large expenses for staff Support or servicing
aictivities. flo~kcver. except as noted herein, the investigation turned up no direct evi-
dece1C. from documents or interviewvs, to support such speculation.

In the case of one arran~ement, certain evidence sugygests that some portion of the
fees paid may have been passed on to government officials. At the request of this agent,
the Company made cash advances to him, and paid bills incurred b\ him, totaling
approximately 3. Oi These funds xere in large part used to make cash pay-menits to.
or to purchase gift;s for. ' arious government officials in the agent's country. The agent. in
an intervieCw % .ith counsecl. stated that these payments and gifts were made to his personal
friends, and that hie neither sought nor received any quid pro quo. He further represented
that hie has never made any political contributions on behalf of McDermott.

In the case of another arrangement, the agency commissions in some instances aggre-
.ated as much. a, 10 ; - Interviews w\ith Company personnel and with the primary
agent turned up no hard evidence that any of the commissions were passed along to govern-
ment official, nor could anN, documientary evidence be found which in any way indicated that
ove'rnmient otlhcials had benefited. The agent flatly denied that he had ever passed on any

of the comimissions.

IVIII. THE COMITTEE'S CONCLUSIONS

A. PARTICIPA~TION AND KNOWLEDGE OF SENIOR MANAGEMENT

Several of the- preceding parts of this Report have discussed the evidence relating to the
kno%\ ledge and participation of MNcDermott's senior management in the transactions described

TIhe %a's hch .;r: subject 't) igency commissions have increased throughout the period
tinerin\Csi~.tIflThui. for the, IifLseal \ ca-r ended March 31. 1976. $10.8 mllion in commis-

stuons %% :re paid on conz rawt, which ga' e rise to revenueLIs Of S341I million.



therein. Set forth below is a summary of the conclusions which may be drawn from the evi-
dence as a whole.

It is manifest that during Mr. Wilson's lifetime the reins of authority were held tightly in
his hands, with a small group of eCLecutieS carrying out his Orders. Only Messrs. Stall and
McDermott appear to have had real 'input in Mr. WVilson's decision-making process. After
Mr. Wilson's death. althougih corpo~rate authority remained highly cent ralized. it was spread
somewhat more evenly amlong_ a tightlv-knit gYro up of senior exec utives-Messrs. Graves,
Richie, (iunninalham. Bailey anid (for a time) Crew~s.

Each of these executi'%,es wkas aw are of or participated in mnost of thle transactions de-
scribed in Parts IV throuL1h V1I. althouch their Inld Iv idual participation varied w~sith the trans-
action. Thus. Mr. Richie participated most actively in the Wilson payments, although Messrs.
Gravies and Cunningham had kniow~ledL-e thereof anid participated to sonmc extent: Messrs.
Graves. Richie. Cu~nninuham and Crews % ere each instrumental in creatinz the S12,000
Graves fund. with Messrs. Graves and Crev%,s playing prominent roles in thle disbursement of
some of the fund-. and Messrs. Richie anid Crews Lcenerated thle MCo01Lum payments, with Mr.
Graves authoriIng, them. Mr. (uniing:ham itull\ aware of them and Mr. Bailev apparently
onl notice, at leasot as, to thle later pa et.Mr. Davis also helped to ,cenerate the monies
collcted by Mess.\ilsof and (jra\ es and paid to Mr.\c oJ01l um. although his overall
knowledge and re sponsibilitv appecars s than that of the (tlier t ()ur. Mr. Bailey may have
been aware of or partic:ipated to omie ex\te.nt in the, donies: tilo pouiti Kal o.ont ri but ions.

-- B. KNOWLEDGE OF THE O1UTSIni- DIRECTORS

- - The outside directors and Mr. [arle, appear to hav-e been completely unaware of the
Wilson anid G~rave,-s fuinds and the N1,eC 'humT1 pa\ mnents until wicoue~as made to them
in the spring of I C)70. hrt\rirto' pubhiLatiOn Of the _ 197 Ann ual Report. Nor did
any Of thle outside directors, or Mr. l~re.partic'ipate in any oft the foreign payments described
in Part VII. Some1 had been ad% ised in enrlterms, thatt facilitatin-o payments were being
made, that a s:ubstantial pa% ruent %%' ast, ma',de 1o Oe anl acco(untant out of Jail. etc.. but none
had detailed know~ledee. None kne~'. olt most of the questionable payments. None knew
of thle magnitude of such payments.

C. THE ATTITUDE OF MAN..\C;LINT

Althoug h sulbstantial prowress. a , ec made- 'in fostering Crae conaility sinc
1972, the followAing con-cIlus ions emre rom the: In\ esticat ion:.

1. Throughout the perio0d Under Investigation. senior management of the Coin-
pany has operated a~gressivLeI to I pursue 'A hJat it vi'Cwed ats the best interests of the
Company. even in instance'. %her-. those. interests led to % hat today is considered
improper conduc:t.

2. Senior maaemn hould be subject to more effective Checks and balances.
and held to g-reater aICCOUntabilit%. \Ltn'% of thle Audit Committee's recommendations
are directed to thi.s end. includiu Zhin, recomm_1nnendation that the- Board of Directors be
expanded to include ai maiUOrit Of non-mianagement direc:tor'. H-owever. thle checks



and balances should come from within management as well as from without. It is
unacceptable for management directors of the Company to accept, without any ques-
tion. conduct or practices which they may believe are improper or even illegal.

3. The approach of senior managemnent, and its relative freedom from control,
have affected personnel at all levels of management. Although a significant number of
employees had some knowledge of payments and practices described in this Report, none
appears to have questioned them or made any effort to do anything about them.

4. As a reSult of this attitude, accounting and auditing controls still need to be
bolstered in a number of areas.

D. THE ROLE OF THlE OUTSIDE AUDITORS

-~ [or many y'ears Mlattikon and Riquelmy has served as MlcDermott's outside accountants.
The firm's main office is in Houston and its operations are concentrated in Texas. It does not
have offices overscas. McDermott. by contrast, has expanded rapidly overseas and more than
two thirds of its net income is now generated abroad.

In an effort to) m.eet the need for overseas auditing help, McDermott has retained local
accountinu'. firms in seer.-il 4reas, Since the early 1 9660s. such local auditors have reported
to hie firm of' [-. Saha & A\o ciatc,, which firm has also been directly responsible for auditing
'I shaniaI portion of the Cimpan\*s foreign business. Saba & Associates, relying in part
on thle \% ork of the local Wudtor%. has then certified a consolidation of the results of operations
and fnn Iposition of the- fore[,-n entities. After reviewine- the work of thle Saba firm and
loc.al auditors. Niattison and RiLILelmv has certified thle consolidated financial statements for
thle ( omlpany as, a M hole. ithout making reference in its audit certificate to the work of
forej-n accountants.

Mattison and Riquelmv was unaware of the major transactions which are the subject
of' thi-. Report until the. sprinLg of 1976, when the transactions were brougyht to the attention
Of thle aulditors by manacement. Saba & Associates. by contrast, had been aware of the
unSu~pported charges %%hich gave rise to the Wilson. Graves and McCollum payments, as well
as certain other transactions discussed herein, but there is no evidence that Saba repre-
sentatives w~ere aware of the ultimate nature and purpose of thle transactions. As mentioned
above, the Saba firmn submitted letters to the Board of Directors of Oceanic (and, in certain
instancees. other foreieLn subsidiaries of McDermott) listing all transactions for which there
kaS not adequate documenC~tary' support. The members of the boards of directors would

then acknowledgLe that thley- were aware of the transactions and state to Saba & Associates
that the transactions were entered into for "the business and objects" of the companies
involved.

It w~as the position of Saba & Associates that, having put the boards of directors on
notice and havina received these assurances, the firm. did not need to make any further
inqjuiry or take any further action. Mattison and Riquelmy was apparently advised that
the letters existed. but Saba & Associates did not send copies to Mattison and Riquelmy or
discuss the size or nature of the major unsupported items. There was information as to
certain Of thle unsupported Items in the audit workpapers of the Saba firm, but it is unclear
whether those particular w~orkpapers were in existence or available to Mattison and Riquelmy



-it the time of the latter's review. It is clear, however. that Mattison and Riquelmy did not
learn about the major unsupported Items until the spring of 1 976.

It would be difficult to assess individua responsibility for tile apparent lack of
communication among the Companyjs principal Independent acutnfrsThe major
problem, in this Committee's view. lies in a diffusion of auditing activities which has
gradually developed as thle Company has grow~n and expanded its operations abroad. Thus,
the Committee believes it appropriate to re-ommeind that the Company's auditing function
be performed and supervised by a major international accounting firmn with a substantial

presence in the areas where the Company- has its major operations. Thle new arrangement
wil hep entalie espnsbilit\ for the auditing-L operations. It will make it easier to

verify that the Company's, books and Internal controls are being maintained on a uniform
basis. Further. at a time when the Audit Comimittee is recommendinea changes in the lines
of authority of the Company's internal acc ounting and auditing personnel and an increase
in the size of the internal auditinLe for c. a major International accounting firm should be
able to provide advice and supervision onl a w~orld-wkide basi.

IX. RECOMMENDATIONS

The recommendations of the Audit Commrittee. made pursuant to paragraph 10 of the
Consenlt and t'ndertakingy filed \kith the1 Distric .t Court on October 6. 1 976. are as follows:

I-The Board of Direct tor Nh1U!" mIdbc restrLucd o that. tollo( ing thle Annual
Meein fr hefica xarenin Narh 1. 1977. the number of non-management

dire2ctors shall be at least e2qual t( - thc: number of management directors-, and follow-

ing, the AnnLul NietinL, tor the ti! al %~ e1ar e:nding, March 3 1. 1978. the number of non-
managemeni-t directors shall be gre ,ater than the number of management directors.

2. The number of regulr irctr nietinu, should be Increased.

SThc: C ompanv1 sh1old be'ILII re Lurse d for certa In domesIC'tiL poli'tical contribu-
tions mnadc tromn corporate Il.und d Ur Ing, the jive: fis cal years ended March 31, 1976.

4. In determining the LuPPlemen.1ntal om)npensation to be aw~arded in 1977 to
senior mnem'bers; of corporate man11acement)11 purs uant to the Comipany's Supplemental
Comnpe:nsation Plan. the Board (,-, Direc tors shou)Lld taIKe 'Into accou~nt each individual's

participation Inl and Kno\%kledge'1 Of Llae.St ion able practi~es or payments disclosed by
the Audit Committee's investiglation.

5;. Upon the advice of the1- Audit Committee. the Board of Directors should
recommend for ratification by the shareholders, at the Annual Mfeeting for the fiscal
year ending_ March 31. 1 977. the, retention of a major international accouinting, firm
with a substantial presence in those- parts of the world in %hich the Company operates.

6. Upon the advice of the Audit Committee. the._ Company should hire a full-

timne Internal audit manager to he~ad uIP an expanded internal audit staff. The new
head of the internlal auLdit taffi s'hould replort to the Chiet Financial Officer of the
Companyv and directly to the Audit Committee of the Board of Directors.
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7. The Audit Committee should meet with the special auditors to the Commit-
tee, the Chief I-inancial Oflicer, the new head of the internal auditing staff and repre-
sentatives of the Company's new independent auditors with a view to developing de-
tailed recommendations to be implemented in the areas of accounting and internal
auditing.

8. Thle internal financial reporting system of the Company should be reviewed to
determine whether the controller or other appropriate financial officer at each operating
unit should ha~e direct responsibility to, and report to, the Chief Financial Officer of
the Company. The Audit Committee and the Chief Financial Officer should consider
the advisabilit> of hi ring one or more assistant controllers with responsibility for direct
supervision, including regular on-site visits, over the work of the operating unit controllers
and other appropriate financial officers.

9. The Company should create the new position of Vice President and General
Counsel, to be filled by an individual with broad experience as corporate counsel.

10. The Company's p)olicy on unlawful or improper payments and practices should
be restated and modified as set forth in Exhibit 5, and should be circulated to all man-
agement. personnel of the Company and its subsidiaries (see Exhibit 6). In addition,
the Audit Committee should circulate a letter (Exhibit 7.) focusing specifically on ac-
counting mautters, to officers of the Company and its subsidiaries and to all operating unit
controllers.



UEDO STATES DISTRICT COURT EXHIBIT 1
FOR THEV

DISTRICT OF COLUMBIA

SECURITIES AND EXCHANGE COMMISSION
500 North Capitol Street
Washingqton, D.C. 20549

Plaintiff, :CIVIL ACTION O7

V. FINAL JUDGMENT OF PERMANENT
:INJUCTION AGAINST J. RAY

J. PAY McDERMOTT & CO., INC. :McDERMOTT & CO., INC.
CHARLES L. GRAVES
R. NELSON CREWS
ROnrRT K. RICHIE
HOSEA 14. BAILEYFILED
JAME'S E. CUNNI111CHAM
CHARLES L. DAVIS
SHCTV. McCOLLUM 0CCT 65-1976

Deedns JAMES F. DAV'EY, C.:ar

Plaintiff Securities and Exchange Commission ("Commission")

having duly com~menced this action by filing its Complaint For

Permanent Injurnction and Ancillary Relief ("Complaint"), and

D'2r,_nZant J. Ray :1c:ermott & Co., Inc. f"M!c~ermtt"), having

appeared and admitted to the jurisdiction of this Court over

IC and over the sobject matter of this action; having waived

the making of any findings of fact or conclusions of law; be-

fore the taking of any testimony and without trial, argument,

or adjudication of any issue of fact or law herein; without

ad~iitting or denying the allegations of the Complaint, having

consented to the entry of this Final Judgment of Permanent

injunction; and having entered into certain undertakings con-

tained in the "Consent and Undertaking of J. Ray McDermott & Co.,

Inc." annexed hereto and incorporated herein, without this Final

Judgment of Permanent Injunction or Consent and Undertaking

constituting any evidence or admission by McDermott or of

its officers or directors with respect to any of the alle-

gations of the Conplaint: it is hereby,
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ORDERED, ADJUDGED AND DECREED that McDermott, its officers,

agents, servants, employees, successors, assigns, attorneys,

affiliates and subsidiaries, and those persons in active

concert or participation with them, and each of them ire here-

by permanently restrained and enjoined from, directly or

indirectly, in connection with the purchase and sale of

the securities of McDermott, its affiliates, subsidiaries

or successors,, or, any other company, by use of any means

or instrumentalities of interstate commerce, or of the

mails, employing any device, scheme or artifice to defraud,

making any untrue statement of material fact or omitting

to state a material fact necessary in order to make the

statements made, in light of the circumstances under which

they were made, not misleading, or engaging in any act,

practice or course of business which operates or-would

oerate as a fraud or deceit upon any person concerning,

among other things,

a. the making or causing to be made false and

fictitious entries, material in nature, amount or

effect, in the books and records of McDermtott, its

affiliates, subsidiaries or successors, or any other

company, or establishing, maintaining, or causing to

be maintained or established, any secret or unrecorded

fund of corporate monies or other assets, or making or

causing to be made any payments or disbursements

therefrom.

b. the using, or aiding and abetting the use of,

corporate funds of McDermott, its affiliates', subsidiaries,

or Successors, or of any other com:Iny, for unlawful

political contr ibut ions or other unlawful purposes.
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c. the makinig of any agreemen:, commitment

or understanding by McDermott, or any of its affiliates

or subsidiaries, to make, or the making or aiding and

abetting the making of, any payment of corporate funds

of McDermott or other asset of value in the nature of a

commercial bribe, directly or indirectly to, or for the

benefit of, any officer, employee or agent of any customer

of McDermott or any entity of which McDermott is a

customer, for the purpose of, or which may have the effect

of, inducing the purchase or sale of goods, tservices or

supplies.

IT IS FURTHER OPDRIED, ADJUDGED AN'D DECREED that McDermott,

its officers, agents, servantLs, employees, attorneys, sucCessors,

- assigns, affiliates a.-d sub7zidiaires, and those persons in active

concert or participation with them, and each of them, are

07 a~aznl restrained and enjoined from, directly or

indirectly: violating Section 13(a) cf the Exchange Act and Pules

17 CFR 24C.12b-20 and 17 CER 240.13a-1, ,.-y filing, or causing

to be filed, materially false and misleanding annual and other

periodic reports on behalf of McDermott, its affiliates or sub-

sidiaries, or any other company, and from violating Section 14(a)

of the Exchange Act and Rules 17 CFR 240.14a-3 and 240.14a-9 by

using the mails and means and instrumentalities of interstate

comm-erce to file or cause to be filed with the plaintiff,

Commission, definitive copies of proxy statements for annual

meetings or to solicit proxies from shareholders of McDermott,

its affiliates or subsidiaries, or any other company, where

the respective periodic reports or proxy statements are

materially false and misleading in that they omit to state or

miSstate material facts concerning, among other thirngs:
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a. the statement as bona fide expenses of

McDermott or any of its affiliates or subsidiaries,

or any other company of, any disbursement which, in fact,

is used for unlawful political contributions or other

unlawful purposes.

b. the nature and extent of any expenditure of

corporate funds for unlawful political contribtions or

other unlawful purposes.

c. the nature and extent of which any director,

officer or employee of McDermott or any of its affil-

iates or subsidiaLies, or any other company,, has caused

corporate funds to be used for unlawful political con-

tributions or other unlawful purposes and to identify

such director, officer or employee;

d. false or fictitious entries, if any, in the books

an~d zeco:ds of Mi-ocDermtott, its z&ffiliates or subsidiaries,

or any other company, or any secret or unrecorded fund

of corporate monies or other assets established or

maintained, or any payments or disbursements made

therefrom;i

e. the extent to which any director, officer,

or employee of McDermutt, or any of its affiliates or

subsidiaries, or any other company, has madeor caused

to be made any false or fictitious entries in the books

and records of McDermott, its affiliates or subsidiaries,

or any other company, or has established, has main-

tained or caused to be maintained any secret or unrecorded

fund of corporate monies or other assets, or has made

or cau.sed to be made any payments or disbursements there-

from, and to identify such direct:ori officer or employee.
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III.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that McDermott,

its officers, servants, 'employees, successors, assigns, attorneys

affiliates and subsidiaries, and those persons in active concert

or participation with them, and each of them, are permanently

restrained and enjoined from making, or causing to be made,

false or fictitious entries, material in nature, amount or effect,

in the books and records of McDermott or any of its affiliates

or subsidiarieS, or- establishing or maintaining, or aiding and

abetting the establishment or maintenance of, any fund of corporate

mcnies or other assets which is not fully and accurately accounted

* for on said books and records, or making, or aiding and abetting

the making of, any payMients, disbursements or transfers therefrom.

IV.

IT IS FURT-.ER ORDERED, ADJ7UDGEA.'D AND DECPJ'---D that McDermott

shall correct and file with the Plaintiff Commizcsion any appro-

priate amendments to its annual and other periodic reports

curLently on file with the Plaintiff Commission, from 1962 to

date, with respect to those matters referred to in Paragraphs

I and II above, as set forth in the attached Consent and Undertaking

of J. Ray M,1cDermott & Co., Inc. In this connection, the Report

on Form 8-K, referred to in the attached Consent and Undertaking,

may be deemed, at the discretion of the Commission, to be appro-

priate amen.4ments to said periodic reports.

V.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that J. Ray

McDermott & Co... Inc., as if still a party to this action, shall

respond to requests for discovery by the plaintiff Commission

in accordance with the provisions of the Federal Rules of

Civil ProcedLire.



Vi.

IT IS FURTHER ORDER LD, ADJUDGED AND DECREED that the annexed

Consent and Undertaking of J. Ray McDermott & Co., Inc. bel and the

same hereby is, incorporated herein with the same force and effect

as if fully set forth herein.

VII.

IT IS FURTHER ORDERLD, ADJUDGED AND DECREED that Defendant

McDermott shall fully comply with its undertakings as set forth

in the attached Consent and Undertaking of J. Ray McDermott & Co.#

Inc.

VIII.

IT IS FURTHER ORDERED, ADJUDGED AND DECFELED that if the

terms of the annexed Consent concerning the Report therein

ckscribed, or any other matters relating thereto, are not

comolied with to the full satisfaction of the Plaintiff'

CC7Fnis.inn, t~hc, rc ij.z-in may Ann'%* to this Court for an

order requiring additional information in the said Report.

IX.

IT IS FURTHER ORDERED, ADJUDGED AND DEC.REED that this

Court retain jursidiction of this matter for all purposes.

UFTD STATES DLSTRICT JUDGE

DATED: It G-,7 G



UNITED STATES DIS5TRICT COURT
FOR THE

DISTRICT OF COLUMBIA

SECURITIES AND EXCHANGE COINMISSIO4

Plaintiff, CIVIL ACTION 071Y
V. * -C-NSENTA AND ULIDLR-

TAKING Of. J. RAY
J. RAY McDEF2O1TT & CO., INC.,r et al. McULIC40TT & CO., INC.
CHARLES L. GRAVES
R. NELSON CRLIWS
RUBERT K. iRICHIE
iIOSEA1 W. BAILEY F ILE D
JAMES E. CUNNINGHAii
CHARLES L. DAVIS
SCHACHT V. MuCOLLUM CI C~ T 70"

Defendants. JAM..ESz F. L1 -d, 2r

(1) Defendant J. Ray ttcDeriiioLt & Co., Inc. ("Mc~erinol-tr)

c~nistha jurisdiction of this Court over the subject m~atter of

this zction and further admits to tne service urnon it of a Summons

and Co72lain t for Perr-,anent Injunction and Ancillary Relief

("Complaint") of the Plaintiff Securities an.44 Exchange Coramission

(2) McDermott, without aamitting or denying any of the

allegations in the Comp~laint, except as to jurisdiction,

hcreby consents to the entry of a Final Judgment of Permanent

Injunction in the form annexed hereto.

(3) This Consent and Undertaking of X:cDermott ("Consent and

Undertaking") to the entry of a Final Judgment of Permanent

Injunction, in the form annexed hereto, is entered, without

trial, argument or adjudication of any issue of fact or law,

McDermott having waived the entry of findings of fact and conclusions

of law. Moreover, neitUier this Consent and Undertaking, nor the

Final Judgment of Permanent Injunction annexed hereto, will

constitute or be dcaiw,.;:d an admizzion with respect to any such issue.

-0
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(4) MlcDerrnott waives any right it may have to appeal fr.om

the Final Judgment of Permanent Injunction in the form annexed

hereto.

(5) McDermott enters into this Consent and Undertaking

voluntarily, and no promise or threat of any kind whatsoever has

been made by the Commission, or any member, officer, agent or

representative thereof, to induce M~cDermott to enter into this

Consent and Undertaking.

(6) McDermott agrees that the Final Judgment of Permanent

Injunction in the form annexed hereto may be presented by the

Commission to the Court for signature and entry without further

notice.

(7) The Audit Comm ittee of Mc~ermott's Board of Directors

has determined, and the Board of Directors has approved and

ratified such determination, to investigate zind report to the

Lull Bo(ard of Directors on the matters alleged in tht: Comnmiosion's

Cx)i, piaint and with respucL to all other relavant.- and similar

m,,atter2- as may have been revealed in the course. of the Cumittee's

investigaticn. The Audit Conumittee consists of members of the

McDermott Board of Directors not presently or formerly members

of management. The Audit Committee has retained a law firm

satisfactory to the Commission to act as Special Counsel to the

Audit Committee. The Audit Committee or its Special Counsel

will engage, at McDermott's expense, such professional as-

sistance as it deems neccosary in order to conduct its investi-

gation.

(8) McDermott undertakes that the Audit Committee shall,

conclude its investigation with respect to those matters

ieferred to above within l2u days ot t4he- entry of the Final



,c-rent of Permanent Irjunction herein# or within such further

cime as is consented to ty tne Commission

(9) McDermott uncertakes that the Audit Committee

shall conduct an extensive investigation encompassing all

of thle matterS referred to in the Commission's Complaint and

including such other revelant matters as may be revealed in

tiie course of such inveotigatioi, and :lcUermott !shIall use its

best efforts to ensure that its officers, directors, employees

and agents cooperate fully with the Audit Committee.

(10) 1he Audit Comm ittee shall prepare .anu submit

a written Report ("Report"), containing its findings and

rccommendations, to &McDermott's full B~oard of Directors, within

thirty (30) daysi after the completion of its investigation,

or wit-hln such further time as is consented to by the Commnission.

Thercafter, 'McDormott'z iboard of Directors, acting only through

taioze mem-.bers determined by tne Audit Committee not to have been

involved in tho tranz-actions an6 ac-tivities set forth in the

Ccm~mission's CoMplainl , zhal1 indcpende ntly revi, w the Report

ar.J take such action as iL determines necessary daul proutr

to imcnlement Lie findings and recommnendat ions of the Report.

(11) Witnin thirty (30) days after the Report has been

submitted to McDermott's Board of Directors, as prcvided in para-

graph (10), surra, or within such further time as is consented to

by the Commission, the Report shall be filed with this

Court, as part of the record in this action, and with the

Commission, as an exhibit to a Current Report on Form 8-K

for the month in which said Report is so filed, provided, however,

that Mc~ermott shall have the opportunity, in advance of the

aforesaid filings of the Report, with reasonable notice to

and opportunity for objection by the Com-mission, to apply to



this Court for a protective order concerning the public

release of any portions of the Report which ',1,cDermott

may deem harmful to the interests of the corporation or

its shareholders and which are not material in nature,

amount or effect. McDermott shall also mail an explana-

tory statement to its stockholders which shall contain

all material information from those parts of the Report

as so filed concerning the matters set forth in paragraphs

I and II of the Final Judgment of Permanent Injunction.

McDermott shall file with the Commission any appropriate

amendments to this annuul reports on Form 10-K for the

fiscal years 1962 through 1976; in this connection, the

Report on For-m 8-K may, at the Commissions discretion,

be deemed to conz-titutke amendiments to such annual reports.

(12) Mcnielmott further undert,:kus that its Board of

Dire~ctors, or an appointed committee thereof, shall hereafter

revi-,_w, on a continuing basiz, the Final Judgment of Permanent

Injunction entered herein, as well as this Consent and

Undertakine, to assure that McDermott continues to fully comply

with the terms of said Final Judgment of Permanent Injunction

and this Consent and Undertaking.

(13) McDermott undertakes that McDermott, its officers,

directors, employees and agents will cooperate fully with the

Audit Commuittee and its Special Counsel and furnish any

information, documents and materials that either may reasonably

request in connection with their investigation.

(14) McDermott further undertakes that Mc-Dermott, its officers,

directors, employees and agents will coopcrate fully with the

Commission and furnish any information, documents and materials



that the Commission may reasonably request and provide

to the Commission access to all materials with respect to

the matters investigated by the Audit Committee; provided,

however, that with respect to any such information, documents

and materials as to which a privilege is asserted, the

Commission may have access to such information, documents

and materials upon a determination and order of this Court

that any such access does not constitute a waiver of such

privilege and that any such information, documents and

materials shall not be disclosed unless a further order of

this Court is issued. McDermott further agrees that this

Court shall retain jurisdiction over this action including

jurisdiction to issue further orders with respect to the

mat-sers described in the Consent and Undertaking as may,

to the Court herein, appear necessary and propcr.

~ cZr~ct fu~ cornsent., and agrees Ithat this

Consent and Undertaking shall be incorporated by reference in the

Final Judgmient of Permanent Injunction, in the form annexed

hereto, to be entered by the Court in this action.

J. R~A 0T1' &OT CO., INC.

ATTLST:
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Dear Mr.

In connection with the report being prepared by
the Audit Committee of the Board of Directors of J. Ray
McDermott & Co., Inc. please state in a letter to the
Committee the details of any knowledge or information
you may have as to the following matters, all of which
are subjects of the Audit Committee's investigation:

1. The use of corporate funds for contributions,
to reimburse contributions, gifts, entertain-
ment or other expenses related to domestic or
foreign political activity;

2. Direct or indirect payments or gifts to domestic
or foreign government officials or employees
from corporate funds;

3. The establishment or maintenance of any secret
or unrecorded fund of corporate monies or other
assets, and if so, the purposes for which such
fund was used;

4. Any false or fictitious entries made in the
books or records of J. Ray McDermott & Co.,
Inc., its affiliates or subsidiaries; and
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5. Any other items related to or of a similar
nature to the foregoing.

Your response to the foregoing should encompass
the period March 31, 1971 through the date of your reply,
and should be in the form attached hereto. If you have
previously given testimony before the Securities and Exchange
Commission or sworn to an affidavit submitted to the Internal
Revenue Service or discussed the matter with representatives
of Davis Polk & Wardwell, special counsel to the Audit
Committee, you need not repeat any such statements or de-
tails. However, please provide the details, including any
documentation, of any transaction or event not mentioned in
such testimony, affidavit or interview. In addition, in
connection with any transaction or event which you have
mentioned in your testimony, affidavit or interview, please
provide any additional information or documentation available
to you which you may not have previously supplied.

Please send your reply directly to Davis Polk &
Wardwell, Counsel to the Audit Committee, One Chase Manhattan
Plaza, New York, New York 10005, attention: Bartlett H.
McGuire, Esq. A self-addressed stamped envelope is enclosed
for your convenience. Your reply is requested by January
10, 1977.

If you wish to discuss more fully any aspect of
the investigation or your response, please telephone the
undersigned or Dennis S. Hersch collect at (212) 422-3400,
or John Lynott at (504) 587-5231.

Very truly yours,

Bartlett H. McGuire

Mr. -2-



Form of Employee Response

Davis Polk & Wardwell
Counsel to the Audit Committee

of J. Ray McDermott & Co., Inc.
One Chase Manhattan Plaza
New York, New York 10005

Dear Sirs:

I have carefully read your letter of December

1976 relating to the Audit Committee's investigation.

I have reviewed my files with respect to the subjects of

the investigation (as set out in your letter). Except as

set forth below or in my testimony, affidavit or interview

with Davis Polk & Wardwell, I am unaware of transactions

or events (or details or information with respect thereto)

which come within the scope of the investigation.

COMMENTS:

(please attach additional pages if necessary)

Very truly yours,

Dated:
(name - please print)

(signature)



6/14/62

3/29/63

1/30/64

9/ 9/64

5/ 3/65

5/16/66

8/ 1/68

9/16/71

9/25/70

11/ 4/70

12! 7/71

A mount
U. .

$ 30,000.00

30,000.00

30,000.00

30,000.00

10(,000).00

20,000.00

20,000.00

30,000.00)

20,000.00

30,000.00

50,000.00

$300,000.00

TO ROGER W. WILSONPAYMENTS

Rcccivcd by

*W. Wilson

*W. Wilson

*W. Wilson

*W. Wilson

*W. Wilson

W. Wilson

*W. Wilson

W. Wilson

*W. Wilson

W. Wilson

W. Wilson

Des'cription
of Playrnint

Sales promotion

Sales promotion expense-expeflses,
incurred by a director

Expenses-professional, services
rendered Nigeria

Professional services rendered
Nigeria

Expenise account dated 5/3/65-
expenises in Middle East

Expenses dated 5/14/66-
expenses in Middle East

Director's expense

Sales promnotion

Sales promotion

Sales promotion

Sales promotion

* Not available.

Account
Chatrged.

General & Administrative-
Sales promotion

General & Administrative-
Promotional Engineering

General & Administrative-
Promotional Engineering

General & Administrative-
Promotional Engineering

General & Administrative-
Promotional Engineering

General & Administrative-
Employee expense

General & Administrative-
Salcs promotion

General & Administrative-
Sales promotion

General & Administrative-
Sales promotion

General & Administrative-
Sales promotion
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PAYMENTS TO SCHACHIT V. MCCOLLUM

[Date

1. 12/17/71

2. 9/24/72

3. 3/14/73

4. 9/26/73

5. 8/21/74

Amounit
U-13-. S. $ S

$33,500.00

184,000.00

1 60,640.00

98,800.00

31,675.00

$508,615.00

Received by

S. V. McCollum

S. V. McCollu

S. V. McCollum

S. V. McCollum

S. V. McCollum

Description
of Payment

Sales Promotion

Promotional Engineering-
New Orleans Office

Promotional Engineering

Travel & Entertainment of
R. N. Crews

Account
Charged

General & Administrative-
Sales promotion

General & Administrative-
Promotional Engineering

.Gieneral & Administrative-
Promotional Engineering

General & Administrative-
Fees and Services

General & Administrative-
Fees and Services

* Not available.



0 0 EXHIBIT 5

J. RAY McDERMOTT & CO., INC. ENGINEERS AND GENERAL CONTRACTORS

1010 COMMON STREET P. 0 BiOX 60035. NEW ORLEANS. LOUISIANA 70180

Statement of Policy Prohibiting Improper
Payments and Accounting Practices

The B~oard of Directors of J. Ray McDermott & Co.,

Inc. hiar; adopted the followinq policies to govern the con-

duct of all officers and employees of McDermott and its

subsidiaries (collectively referred to as the "Company")

'~in the United States and all nations of the world in

which the Company does business.

1.Cmlac wt' a

All officers and employees of the Company are

required to comply with local, state and federal laws,

as well as the laws of foreign nations, in their conduct

of (Company business.

2. Improper or Questionable Payments to Customers or Suppliers

A. The payment of Company funds to any officer, employee

or representative of any customer or supplier in order to

ob)tain any benefit is strictly prohibited. The Company's

services and products are to be sold only on the basis of

their quality, price and other legitimate attributes of the

marketplace. The giving of seasonal gifts or gifts of pro-

motional items to an officer, employee or representative of

any customer or supplier is permissible if the gift is not

substantial in value. In May of each year, each p~rofit



Center head shall furnish to the Audit Committee of

the Board of Directors a list of all such gifts, and the

values thereof, which were made during the preceding fiscal

year.

B. The use of Company funds for payments to any govern-

ment official or government entity for any purpose whatso-

ever (except in satisfaction of lawful obligations, for

reasonable public benefit contributions or for seasonal gifts

insubstantial in value) is prohibited. It is, however,

recognized that in some areas of the world outside the United

States such payments may be required, by custom or practice,

to expedite or obtain governmental action to which the Company

is entitled under applicable law. In exceptional circumstances,

such payments may be made but only if all of the following

conditions are met:

1. The action sought is one to which the Company is

legally entitled, but which without such payment

might nevertheless be refused or inordinately delayed;

2. The payment is insubstantial in amount or has been

approved by the General Counsel or his designee;

3. The transaction is accurately described in the

Company's books; and

4. No other alternative to the making of such payment

appears feasible.

In May of each year each profit center head shall furnish

to the Audit Committee of the Board of Directors a state-

ment of all such transactions during the preceding fiscal

year.
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C.- The prohibitions against improper payments described

in this Section apply to indirect disbursements of Company

funds or property by any employee, agent or third person

ir; well as direct disbursements of such funds or property.

~.PoliticallContributions

(,0 Domestic Contributions

No officer or employee shall make a direct or indirect

contribution of Company funds for the purpose of sup-

porting any candidate for federal, state or local office

or any political party in the United States. No loan,

advance or gift of Company services, facilities or any-

thing of value shall be made to support such candidates

or political parties. This prohibition encompasses such

practices as the purchase of tickets to political dinners

or fund-raisinq events with Company funds, and the furnish-

ircj of transportation or other Company facilities to candi-

dates or political parties.

The above prohibitions do not cover lawful volun-

tary contributions made by Company employees into a Company

fund in compliance with applicable federal election and

corrupt practices laws, or lawful contributions of Company

funds to state or local candidates or parties made pursuant

to applicable state election or corrupt practices laws.

Every proposal for a contribution of or from funds

maintained by the Company shall be forwarded to the Com-

pany 's General Counsel for his review of the legality of

the contribution under relevant federal or state statutes.



In addition, no such contribution shall be made without

the approval of those lawfully designated to administer

such fund or approve such contribution under any applic-

able federal or state statute. A statement of all such

contributions shall be furnished by the General Counsel

to the Audit Committee of the Board of Directors in May

of each year.

(h) Foreign Contributions

- No officer or employee shall make a direct or indirect

contribution of Company funds for the purpose of sup-

porting any candidate for office or political party in

any foreign jurisdiction in which such contribution is

prohibited by law. In those foreign jurisdictions in

which political contributions are lawful, a proposed con-

tribution may be made only after the proposal is forwarded

to the Company's General Counsel or his designee for re-

view of the legality of the contribution under foreign law.

A statement of all such contributions shall be furnished

by thle General Counsel to the Audit Committee of the

Board of Directors in May of each year.

Acts of hospitality towards any employee or

representative of any customer or supplier or government

official shall be of such scale or nature as to avoid any

impropriety or the appearance of any impropriety in connec-

tion therewith.
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5. Accounting Records

The records and books of account of the Company

must accurately reflect each transaction recorded therein.

No false or deliberately inaccurate entries shall be made

in the Company's books and records for any reason. No

payment shall be made with the intention or understanding

that all or any part of such payment is to be used for

any purpose other than that described by the documents

supporting the payment. No undisclosed or unrecorded

funds or assets shall be established for any purpose.

6. Implementation of This Plc

(ai) Each p~rofit center head shall communicate the policies

;(.'t forth in this statement to the employees under his

supervision and shall. have overall responsibility for such

e'nplovees' compliance with such policies.

(b) Any employee who has any question concerning the

interpretation of the policies set forth in this state-

ment, or as to whether any proposed course of conduct

comolies with these policies, shall present such question

to any appropriate higher level of corporate authority

for decision. Any question concerning the legality of

any proposed action under any domestic or foreign law

should be referred to the Company's General Counsel

or his designee for consideration.
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WW EXHIBIT 6

J. RAY McDERMOTT & CO.? INC. ENGINEERS AND GENERAL CONTRACTORS

010 COMMON STREET P 0 BOX 6003'j. NFW ORLEANS, LOUISIANA 70160

C. L. GRAVES

Boa Eord

Iam sure you know that the problem of illegal

political contributions, bribes and other questionable

payments and practices by many American corporations has

received considerable attention from government agencies

as well as a great deal of publicity in thie press. In an

effort to determine the existence of any such questionable

practices by or on behalf of McDermott, the Audit Committee

of the Company's Board of Directors, with the unanimous

approval of the full Board of Directors, has recently

completed a comprehensive seven-month review of the Company's

practices and procedures. The Report of the Audit Committee's

* investigation has revealed that in certain instances officers

and employees of the Company have engaged in questionable

or improper conduct both domestically and overseas.

The practices described in the Audit Committee's

Report have led the Board of Directors, at the recommenda-

tion of the Audit Committee, to modify and clarify a

number of the Company's procedures and policies, all

with a view to ensuring that such practices will

not occur in the future. Moreover, the Company and a

number of its officers have made legal commitments to the

Securities and Exchange Commission to refrain from certain



illegal or questionable practices in the future. Viola-

tions of these commitments could result in serious sanc-

tions being imposed against the Company and any individuals

involved in the violations.

The Scard of Directors of the Company has re-

cently reaffirmed its commitmrent that the business practices

of this Company will be conducted according to the high-

est professional, ethical, legal and moral standards.

These standards, which apply to every employee of this

Company wherever situated, are embodied in a Statement-

of Policy adopted by the Board of Directors on March

22, 1977. A copy of the Statement is enclosed. It is

your duty to read and abide by this Statement and to be

certain that all employees for whom you have management

responsibility have read the Statement and understand and

comply with its directives.

The fundamental policy reflected in the Statement

requires the strict adherence to all applicable laws wherever

the Company operates. But our policy goes further than this.

Even where the law is permissive, we expect the Company's

business to be conducted with a sense of commitment to

morality and honesty. Laws, customs and mores vary from

country to country in which we do business, and the State-

ment recognizes such differences. However, the Com-

pany's commitment to strict compliance with the standards
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expressed must remain in effect everywhere we oper-

ate.

It is my belief that most of the employees of

this Company have always conducted themselves in accord-

ance with the standards outlined in the enclosed State-

ment. To those who have deviated from these standards,

even in the good-faith belief that such deviation may pro-

vide benefits to the Company, the Statement should serve

as notice that illegal or unethical conduct will not

be tolerated, and will result in appropriate disciplin-

ary. action which may include dismissal. By disseminat-

ing the Statement throughout the Company, we seek to

remove any doubts as to our Company's commitment to

maintaining this standard.

Very truly yours,

Charles L. Graves
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EXHIBIT 7

J. RAY McDERMOTT & CO., INC. ENGINEERS AND GENERAL CONTRACTORS

1010 COMMON STREET P 0 BOX 60035. NEW ORLEANJS, LOUISIANA 70160

As you may know, the Audit Committee of the Board

of Directors has recently completed a comprehensive in-

vestigation of Company practices relating to political

contributions, commercial bribery, payments to government

officials and improper accounting practices. The Audit

Committee's findings revealed that on a number of occa-

sions, proper accouniting procedures and controls were not

observed, particularly in connection with the funding of

questionable or improper payments.

I must emphasize that it is the policy of this

Company that all accounting practices conform to generally

accepted accounting principles as well as all applicable

laws and regulations. The Board of Directors has specifically

addressed itself to the auestion of integrity of accounting

records in the Company's recently adopted Statement of Policy:

"Accounting Records. The records and books
of account of the Company must accurately reflect
each transaction recorded therein. No false or
deliberately inaccurate entries shall be made
in the Company's books and records for any reason.
No payment shall be made with the intention or
understanding that all or any part of such pay-
ment is to be used for any purpose other than
that described by the documents supporting the
payment. No undisclosed or unrecorded funds or
assets shall be established for any purpose."

The Statement also prohibits illegal or improper conduct of

all kinds, including the payment of bribes to customers or



government officials, illegal political contributions or

the giving of lavish gifts. It is expected that you will

read the Statement carefully and will remain fully familiar

with its terms.

As part of the settlement of a lawsuit initiated

by the Securities and Exchange Commission, the Company

and certain of its officers consented to the entry of a

Final Judgment enjoining the Company and all its personnel,

subsidiaries and affiliates from, among other things,

violating the securities laws relating to:

(a) making materially false and

misleading entries on the Company's books

and records, and

(b) maintaining or establishing any

secret fund of corporate monies or other

assets or making any disbursements there-

from.

Violation of the terms of the injunction could result in

serious sanctions being imposed upon the Company and upon

any individuals involved in the violations.

I wish to impress upon you that it is your

responsibility to be knowledgeable of the business con-

ducted in your location and to insure, to the very best
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of your ability, that it is in strict compliance with

the Company's Statement of Policy and the terms of the

Final Judgment. Specifically, it is part of your man-

aqjement and control function to be certain that the pro-

hibitions against illegal or improper business conduct

are Istrictly adhered to at your location. The accounting

*records at your location must accurately record and

*describe all Company transactions. No deviations from

Sthese principles will be tolerated. Any employee who

in the conduct of Company business is found to have

deviated from these principles will be subject to

- appropriate disciplinary action, which may include dis-

missal.

C Sincerely,

John A. Morgan
Chairman of the Audit Committee
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