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2 U.S.C. S441b(a)

Separate *regated Fund Accepting Loans from ts C "**t ..
Oratn isatt, 11'

The VUk ce, Dover, & Dixon Political Aation-C6Mitte
(Othe CoMrmItel) accepted loans from. it connected
organization, Wallace, Dover, & Dixon, P.A, totalling
$5,925 in calendar year 1988. During the 1988 April
Quarterly reporting period, three loans were receivedt one
for $2,500 on January 5, 1988; one for $300 on February 8,
198s and one for $2,200 on February 24, 1988. During the
1988 October Quarterly reporting period, one loan was
received for $925 on August 9, 1988 (See Chart and
Attacmipts 2a - 2d). Between March 1, 1988 and December
15, 198, the Committee repaid a total of $2,887.50 to its
connectad organization, leaving $3,037.50 in outstanding
loans (Attachments 3a - 3d).

On April 5, 1989, the Reports Analysis Division (RAD')
analyst sent the Committee Requests for Additional
information (ORFAIsO) referencing the 1988 April and October
Quarterly Reports (Attachments 4a - 5b). The RFAIs informed

1/ The Committee changed its name from House, Wallace &

Jewell, P.A. Political Action Committee to Wallace, Dover & Dixon
Political Action Committee on October 15, 1988.
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The Committee filed an amendment on June 6, 1989 which
detailed the transfer-out of the additional $2,200 between
January 1, 1989 and April 20, 1989 (Attachments 9a -9b).
This correspondence detailed the repayment in full of all
loans to the Committee's connected organization. Internal
transfers, totalling $2,200, were made as follows: January
1, 1989, a payment of $287.50 was madel on January 15, 1989,
a payment of $262.50 was made; on February 1, 1989, a
payment of $275.00 was made; on February 15, 1989, a payment
of $275.00 was made; on March 1, 1989, a payment of $275.00
was made; on March 15, 1989, a payment of $275.00 was made;
on Aprl 1, 1989, a payment of $275.00 was made; on April 15,
1989, a payment of $275.00 was made.

IV. OTHER PENDING MATTERS INITIATED BY RAD:

None.
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Period .*ps*4 kr
12/15/S6

iaovtd ~

Date Incurred:
Amount Incurred:
Date Due:

Repayment Date

12/15/88

Payment Total

$300.00

Period elapsed from date incurred to
12/15/88

Amount Outstanding

$ 0.00

final repayment: 2/8/88-

0D
Loan #2: 2/1/88

$300
6/30/88
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Loan #4t

iS date .

Dbat Incurred: 8-b/SR
Asont Incurrod $,*j
no Due Date Reported

Repayment Date

4/15/89"/
4/20/89

Payment Total

$ 87.50
$837.50

Amount Outstanding

$ 837.50
$ 0.00

Period elapsed from date incurred to final repayment: 8/9/88-
4/20/89

*/ Although the Committee did not specify which loans each
repayment was directed toward, the Committee has a history of
paying off the oldest loans first. Therefore, repayments have
been applied to the oldest loans first.
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- sup
Joanne H. Sorne Treasurer
Wallace. Dover and Divoe Volitioal

Action Comittee
3600 Capitol TOeet
Little Sock, AIR 72201

Identification UNGWer8 C620020

Reference: April Quarterly Report (l/88o3/31/S6

Dear Ms. Sorn:

This letter Is prompted by the Cmieionls preliminary
review of the report(s) referenced above. The review raised

N questions concerning certain informtion amtained in the
report(s). An Itemization follows$

-Schedule A of your report discloses the reIp Of
funds f rom your connected organisatio (pertinent

4?4portion(s) attached). 2 U.S.C. 9441b probirlts the
receipt of funds from national banks# Corporations, and

,0) labor organizations.

! 1) The Coomission rco mends that you ref und the full
r amount to the donor in accordance with 11 CVI 103.3(b).

Alternatively, if you choose to transfer the funds to
an account not used to influence federal elections, the
Connission advises that you inform the contributor in

CD writing and provide the contributor with the option of
receiving a refund. You may wish to seek a written
authorization (either before or after the tranfer-out)
from the donor for any transfer-out to protect the
donor's interests.

please inform the Conission imediately in writing and
provide a photocopy of your check for the refund or
transfer-out. In the best interests of the ommittee.
all refunds and transfers-out should be made within
thirty (30) days of the treasurer's reooipt of the
funds. See 11 CUR 103.3(b). Refunds and tramfers-out
should be disclose*"n a supporting Schedule a for Line
26 or 20 of the report covering the period during which
they are made.

If the contribution(s) in question was inompletely or
incorrectly disclosed, you should mend your original
report vith the clarifying inforzation.



~ATTACHe':M.

Although the Coinission ia take farther legal fteP:S
oncerning the aooeptance of a prohibited eottibutiol
prompt action by r ommittee to refund or transfer-
out the amount vilIbe taken into coneideration.

a written response or an asendment to Your origI1l
report(s) coccecting the above problem(s) should be filed with
the Federal 3lection Comission within fifteen (15) days of the
date of this letter. If you need assistanoer please feel fce to
contact me on our toll-free number, (900) 424-9530. My 10sal
number Is (202) 376-2460.

Sincerely#

Todd S. lagema n
Reports Analyst I
Reports Analysis Division

y"

C,

(0.



Joanne . Sorne. Viteecre: W We xwallace. oerendStw P3 RisIt

Action ComittAe
3900 Capitol ower
Little Rock AR S 72201

identification lumbers C 200 WS0

References October Quartecly Report (7/1/ o/1301// )

Dear Ms. Sorn:

This letter Is prompted by the Coiolesion's preliminary
O review of the report(s) referencd above. The review raised

questions concerning certain informnation contained in the

Nf report(s). An Itemization follows,

no -Schedule C of your report discloses the rooeipt of
funds from your connected organisation (pertinent
portion(s) attached). 2 U.S.C. 9441b prohibits the
receipt of funds from national banks, oorporations. and
labor organizations.

The Comiission reonmiends that you refund the full
amount to the donor in accordance with 11 CIR 103.3(b).
Alternatively. iL you choose to transfer the funds to
an account not used to influence federal elections, the
Comission advises that you Inform the contributor in
writing and provide the contributor with the option of

cW receiving a refund. You may wish to seek a writta
authorization (either before or after the transfer-out)
from the donor for any transfer-out to protect the
donor's Interests.

please inform the Commission immediately In writing and
provide a photocopy of your check for the refund or
transfer-out. In the best Interests of the coumittee,
all refunds and transfers-out should be moe within
thirty (30) days of the treasurer's receipt of the
funds. See 11 CPR 103.3(b). Refunds and trensfers-out
should be disclosed on a suporting Schedule a for Line
26 or 20 of the report covering the period during which
they are made.

if the contribution(s) in question was Incompletely or
incorrectly disclosed, you should amend your original
report with the clarifying information.



Please be advised that all loanas rece4ved Must be'
Itemized on Line 13 of the Detailed Summary Page " Vi1
as separate Schedules A and C. 2 U.S.C. 1434(b)(3)()
and S(D) .

The Commission notes the partial loan repayments made
to your connected organization. Although the
Commission may take further legal stepsj concerning the
acceptance of a prohibited contributions, prompt action
bi your comittee to refund or transfer-o t the amount
I be taken into consideration.

A vritten response or an amendment, to your original
report(s) correcting the above problem(a) should be filed with
the Federal Election Commission within fifteen (15) days of the
date of this letter. If you need assistance, please feel free to
contact me on our toll-free number, (00) 424-9530. 1y local
number is (202) 376-2480.

Sincerely,,

Todd S. Hagemns
Reports Analyst
Reports Analysis Division



April 20" 1969

Mr. foM 6. a ms
eIderal 3loctio Comission

999 3. street. 0.1U.
Wshihltoa D.C. 20463

U: wal8ooe Dover & Dio3 Political Action Committee
30 Day Post-Geeral leporte of
1. 1/58 tbzu 3/31/65
2. 7/1/66 thr 9/30/56
3. 10/1/88 thru 11/28/88

N4. 11/29/65 thru 12/31/58

o0 Dear Mr. Naegman:

9 #? 5This correspondence is in response to your inquiries of April

5, 1969 regarding the abovo-listed reports. As for reports I and

2 above and the loans reported therein, as of this writing the

balance owed by the PAC to the connected organization vas $637.50.
This balance was paid off by a check of even date, a copy of which
Is enclosed.

As for reports 3 and 4 above and the need for schedules B.

such schedules are enclosed herein.

I hope the information included herein is sufficient for your

inquiry. If you need additional information, please let se know.

Thank you for your guidance in this matter.

sincerely*

WALLACE, DOVER & DIXON CD

J. Cal NeCastlain

JCM/bkd

.,t
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emOe !.. keormsat

iPolitial esh
360 Capitol some
tittle Msk. As VS I
Identifieation nmuembers U..

Meferenos April gsek)v IA MJ1311001 asad Oetoer
Quarterly (77lU 1MSS) flh0m

Dear N. Born#

On April s 19 9 PW omNo et • at a WIew mottheuoel~o8 m %Mo ow f otea above-roforenoed report £s) rained Ssuoteln s' .pecific
contributions and/or eis diteres. tepst& @ etIs
information required dberl3leeta -ht

Tour Atpril 20. 1969 rep toe is it .3 bO be0 yOU have
not provided all the requestod imfomatsa. v this epOGOs to
be considered adequate, the llovg is oeramtio is still

eft required.

P','). -in your response you state that 0ao of this writing
lApril 20. 19691 the balance oved by te PAC to thtconnected orgnisation is $37.500 which %vae paid off

vby a chockg dated April 20. 19O9. A review of your
198 reports Indicates thatyour sommittee has received
four (4) loans totalling .925 Sem you oonnected
organisation ade five (5) lean rlpsmw ts totalling
$3,725 to your ooasoted orpoasatio Oad still owes
$2,200 to &oasoted *rganiatio.. lecause 2
U C.b prohibits the roipt of fnds from
corporations, it appears that your mitteea must still
repay $2#225 to your connected organisation, Please
inform the Commission lmmedlately in writing and
provide a photocpy of the ehoek(s) for any additional
repayments. Repayments should be disclosed on a
supporting Schedule I for Line 24 of the report
covering the period during which they are made.
Although the Commission may take further legal stePs
concerning the acceptance of a prohibited contribution@
prompt action by your omittee to repay the amount
will be taken into consideration.
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5U~3C(S~gReceipts of phi bitsd boan*fo oncted organiztion

I received a phone call from Mr. J. Cal McCastlain of the Wallace,
Dover, and Dixon Political Action Comittee.

Mr. McCastlain acknowledged receipt of the Second Notice referencing
0 the prohibited loan receipts from the couittee's connected organization.

Mr. McCastlain told me that the disputed $2,200 referenced in the
C) Second Notice was due to unreported internal transfers from the

committee to its connected organization. Mr. McCastlain further stated
that the $837.50 check truly repaid all outstanding loan obligations
of the committee to the connected organization.

0 Mr. McCastlain further explained that the internal transfers were
unreported because they took place between January 1, 1989 and
April 20, 1989, therefore the committee was waiting for the appropriate
report for which to report this activity. I advised Mr. McCastlain to
document and report all transfers regarding the disputed $2,200 as quickly
as possible. Mr. McCastlain agreed to do so.
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Junoe . 190

r) N.Todd S. Itfeman
FederaJl Election Cosmmsson

(N Ott"0208treat, N.
Washington* D.C. 20463

RE: l&Uie&. Davgr & Dixon ftt I etIfn t ntftl

4) oor. r.S Nagan:

This correspondence is in response to your inquiry of Nay 4,
C 1969 and our conversation of May 24. 1949. Specifically your

agency requested that we document the repayment of $,22.00 from
%n. the Political Action Committee back to the connected

organization, Wallace, Dover & Dixon. As I explained in our
conversation, the Political Action Committee and the connected
organization maintained bank accounts in the same bank.
Repayments of the amounts in issue were made over a period of
time nfrom January 1. 1969 through April 15# 1989. Instead of
actual payments, the repayments were facilitated through mere
account transfers and corresponding book entries. A Schedule B
is included herein showing the dates of the account transfers.
These payments have not been reported earlier because the report
in which they would be included is not yet due.

As I indicated in our correspondence of April 20, 1989, the
balance previously owed by the Political Action Committee to the
connected organization has been paid in full. I hope that such
payment has now been finally documented. If you need additional
information, please let me know. Thank you for your assistance
in this matter.

Sincerely,

WALLACE, DOVER & DIXON

J a o

J. Cal NcCastlsin

JCN/ bkd
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O N : I T X AL L a aR A- - L

Ar -E1PIU8: Wallace, Dover & Dixon, P.A.
Wallace, Dover & Dixon Political Action
Committee and J. Cal McCastlain, as treasurer

REALVANTSTATUTE: 2 U.S.C. S 441b(a)

INTERNAL EPOR CECD: None
0

FEDERAL AGIICXIES CECKIE: None
(7)

I. GNERATI= OF ATTZR

oc') The Wallace, Dover & Dixon Political Action Committee ("the

o Committee") and J. Cal RcCastlain, as treasurer, were referred

to the Office of the General Counsel by the Reports Analysis

Division ("R&D") for receiving loans from its connected

organization, Wallace, Dover & Dixon, P.A., in violation of

2 U.S.C. S 441b(a).

I1. FACTUAhL AND LEGAL ANLYSIS

Pursuant to 2 U.S.C. S 441b(b)(2)(C), a corporation may

legally participate in financing federal political activity by

setting up a separate segregated fund and soliciting voluntary

contributions to that fund. Pursuant to this section of the

Act, Wallace, Dover & Dixon, P.A., an incorporated law firm,

established the Committee as its separate segregated fund.

Pursuant to 2 U.S.C. S 441b(a), it is unlawful for any



poltica, co="4.tt** to knowinglm, accept a contrtion, a

corporatson. ul within tb* .dfGet sion ofcontt~~is

are loans. 2 U".S.C. S"441b(b) (2) i While i a0 t"'o

organization "ay pay the administrative costs of its Oon.@_t4

organisation for such payment to be legally suffIcient the

connected organization must either pay the expenses directlWyor

deposit funds In an account segregated from political

contribution funds. Bee, e.g., RUR 1544.

On its 1988 April Quarterly Report, the Committee reported

rthree loans from its connected organization: a January 5, 1988

0 loan in the amount of $2,500; a February 6, 1988 loan in the

amount of $300; and a February 24, 1988 loan in the amount of

$2,220. on its 1988 October Quarterly Report, the Committee

reported an August 9, 1988 loan from its connected organization
0

in the amount of $925. The making and acceptance of these loans

constitute violations of 2 U.S.C. S 441b(a). Accordingly, this

Office recommends that the Commission open a XUR and find reason

0> to believe that Wallace, Dover & Dixon, P.A. and the Committee

violated 2 U.S.C. s 441b(a).
1

1. The Committee has already repaid the entire amount of the
loans. Repayments had commenced in March, 1988 and were completed
in April 1989. Repayments were reported on the 1988 April
Quarterly, 1988 July Quarterly, Amended 1988 30 Day Post-General,
and Amended 1988 Year-End Reports. Repayments made in 1989 were
reported to R&D by the Committee's treasurer in a letter dated
June 2, 1989. At that time, the treasurer included a Schedule B
which itemized the date and amount of each repayment, but which
was unattached to any quarterly report.
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Lavrence M. Noble
General Counsel

BY:

Associat6 General Counsel

Attachments:
1. Referral materials
2. Proposed Letters (2) and Factual and Legal

Analyses (2)

Date

0

m



Comittee aftd J.', W NcCastlain,, as rtZsa*

.1, Marjor e V. JDnions, Secretary of tho Ve4an

Zelction Commission, do hereby certify that On * e00bOr ,

1989, the Commission decided by a vote of 5-0 to tALsk

the following actions in RAD Referral #89L-27:

1. Open a MUR.

V) 2. Find reason to believe that Wallace, Dover &
Dixon Political Action Committee and J. Cal

o McCastlain, as treasurer, violated 2 U.S.C.
S 441b'a) .

r)
3. Find reason to believe that Wallace, Dover &

Dixon, P.A. violated 2 U.S.C. S 441b(a);.

4. Approve the letters (2) and Factual and Legal
O Analyses (2), as recommended in the General

Counsel's Report dated August 29, 1989.

Commissioners Aikens, Elliott, Josefiak, McDonald, and

McGarry voted affirmatively for the decision; Commissioner

Thomas did not cast a vote.

Attest:

Date 4 "%-Marjorie W. Emmons
iiSecretary of the Commission

Received in the Secretariat: Tuesday, August 29, 1989 3:48 p.m.
Circulated on 48 hour tally basis: Wednesday, August 30, 1989 11:00 a.m.
Deadline for vote: Friday, September 1, 1989 11:00 a.m.



Vallaee, Dover .
Political Action Coittee
and J. Cal mcCastlain, as
treasurer

Dear Mr. McCastlain:

OnS 1 , 1989, the Federal Election Commission found
that there is reason to believe the Wallace, Dover & Dixon
Political Action Camittee ('Committee") and you, as treasurer,
violated 2 U.s.C. j 441b(a), a provision of the Federal Election
Campaign Act of 1971, as amended ("the Act"). The Factual and
Legal Analysis, which formed a basis for the Commission's

o finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against the Committee and you, as
treasurer. You may submit any factual or legal materials that
you believe are relevant to the Commission's consideration of
tkis matter. Please submit such naterials-to the General
Counsel's Office within 15 days of your receipt of this letter.
Where appropriate, statements should be submitted under oath.

In the absence of any additional information demonstrating
that no further action should be taken against the Committee and
you, as treasurer, the Commission may find probable cause to
believe that a violation has occurred and proceed with
conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the OfIT-e of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, the Commission will not entertain requests for



4. Cal Rectajj~ Nti~

cage 2

pre-Probable cov*0 ono1 ation t
ave been mai, e to thest

Requests f161 ,*tensi Uf t$
granted. Requet*.:.ustbe sad*
prior to the due;'te Of th res.POO, 0
must be demonstratd. In: additioa. .

Counsel ordinarily will nfotgivel ...

If you intend to be represente& b!i ,oa, .l 4 thiis ter,
please advise the Commission by cOaVlir fo t! e4~tarsstating the name, address, and tlpho z ttcbehl,
and authorizing such counsel to reeive any sotifiations and
other communications from the CoumiSsion.".

This matter will remain confidential in accordance with
2 u.s.C. SS 437g(a)(4)(9) and 437g(a)(12)(A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

0 For your information, we have attached a brief description
of the Commission's procedures for handling possible violations') of the Act. If you have any questions, please contact Anthony
Buckley, the attorney assigned to this matter, at (202)
376-8200.

Sincerely,

-Cha i (man

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form



,~2,

aum 1In - .- Wallate, Dover & DiXon VOitical 1101t2978
Action. 4mmitte* and J , C, 1
N.Castlitn, as treasurer"

pursuant to 2 uSO.C. S 441b(b)(2)(C), a corporation may

lejally participate in financing federal political activity by

setting up a separate segregated fund and soliciting voluntary

contributions to that fund. Pursuant to this section of the

110 ) Act, Wallace, Dover & Dixon, P.A., an incorporated law firs,

0 established the Wallace, Dover & Dixon Political Action

0 Committee (the Committee") as its separate segregated fund.

-qw Pursuant to 2 U.S.C. S 441b(a), it is unlawful for any

o political committee to knowingly accept a contribution from a

corporation. Included within the definition of contributions

are loans. 2 U.S.C. 5 44lb(b)(2). while a connected

organization may pay the administrative costs of its connected

horganization, for such payment to be legally sufficient, the

connected organization must either pay the expenses directly or

deposit funds in an account segregated from political

contribution funds. See, e.g., MUR 1544.

On its 1988 April Quarterly Report, the Committee reported

three loans from its connected organization: a January 5, 1988

loan in the amount of $2,500; a February 8, 1988 loan in the

amount of $300; and a February 24, 1988 loan in the amount of

$2,220. On its 1988 October Quarterly Report, the Committee

reported an August 9, 1988 loan from its connected organization
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Dear Sir or Madam:

On Septemberl, 1990, the Federal x.ection Commission found
that there is reason to believe walloe* Dover & Dixon, P.A.

violated 2 U.8.C. S 441b(a), a provisio. of the Federal Zlection
Campaign Act of k971, as amended (the Ata)- The Factual and

Legal Analysis, which formed a basis tor the Commission's
finding, is attached for your information.

under the Act, you have an opportunity to demonstrate that

no action should be taken against Wallace, Dover & Dixon, P.A.

You may submit any factual or legal materials that you believe

are relevant to the Commission's consideration of this matter.

Please submit such materials to the General Counsel's Office

within 15 days of your receipt of this letter. Where

appropriate* statements should be submitted under oath.

in the absence of any additional information demonstrating

that no further action should be taken against Wallace, Dover &

Dixon, P.A., the Commission may find probable cause to believe

that a violation has occurred and proceed with conciliation.

If you are interested in pursuing pre-probable cause

conciliation, you should so request in writing. See 11 C.F.R.

S 111.18(d). Upon receipt of the request, the Of -Ee of the

General Counsel will make recommendations to the Commission

either proposing an agreement in settlement of the matter or

recommending declining that pre-probable cause conciliation be

pursued. The Office of the General Counsel may recommend that

pre-probable cause conciliation not be entered into at this time

so that it may complete its investigation of the matter.

Further, the Commission will not entertain requests far

pre-probable cause conciliation after briefs on probable cause

have been mailed to the respondent.

O
C)

m
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Requests. got 4etensipas #of ,time, vLU not-be routine!,
granted. tequests muSt be ade 0 n 0I'0ting at least five
prior to the due date of :the..t*spo-Wwe %ii4 specific good 00
must be demonstrated on ddtiiki. tfiOffice of theCounsel ordinarily wiil not give extensions beyond 20 dsy+

If you intend to be represented b Iounsel in this matter
please advise the Commission by cl ting ,the enclosed for*
Stating the name, address, and telphone number of such cout
and authorising such counsel to receive any notifications AWd
other communications from the Com-ission.

This matter will remain confidential in accordance with
2 U.S.C. SS 437g(a)(4)(B) and 437g(a)(12)(A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

'0 For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Anthony
Buckley, the attorney assigned to this matter, at (202)
376-8200.

S6ncerely,

Danny L. McDonald
Chai rman

Enclosures
O: Factual and Legal Analysis

Procedures
vDesignation of Counsel Form
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JUUSMIWUT: Wallace, Dover a Dixon, l.A. 313M 2978

Pursuant to 2 U.S.C. S 441b(b)(2)(C), a corporation ay

legally participate in financing federal political activity by

setting up a separate segregated fund and soliciting voluntary

contributions to that fund. Pursuant to this section of the

Act, Wallace, Dover a Dixon, P.A., an incorporated law firs,

established the Wallace, Dover & Dixon Political Action

Committee ("the Committee") as its separate segregated fund.

Pursuant to 2 U.s.C. I 441b(a), it is unlawful for any

political committee to knowingly accept a contribution from a

corporation. Included within the definition of contributions

are loans. 2 U.S.C. S 441b(b)(2). While a connected

organization may pay the administrative costs of its connected

organization, for such payment to be legally sufficient, the

connected organization must either pay the expenses directly or

deposit funds in an account segregated from political

contribution funds. See, e.g., UR 1544.

On its 1988 April Quarterly Report, the Committee reported

three loans from its connected organization: a January 5, 1988

loan in the amount of $2,500; a February 8, 1988 loan in the

amount of $300; and a February 24, 1988 loan in the amount of

$2,220. On its 1988 October Quarterly Report, the Committee

reported an August 9, 1988 loan from its connected organization

in the amount of $925. The making of these loans constitutes

N

C)

C)

0
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October 13, 1989

4 CA

Mr. Danny L. McDonald VIA FE DSAL EXPRESS
Chairman
Federal Election Commission
999 Stret, M.W. C'

Room 657
Washington, D.C. 20463

RE: KUR2978/Wallace. Dover & Dixon. P.A.

MUR2978/Wallace. Dover & Dixon, P.A. Political Action
CommIttee and J. Cal McCastlain. as Treasurer

Dear Mr. McDonald:

This is response to your letter of September 21, 1989
regarding the above-described matter. We request that you
determine that there was no violation of Federal Election Rules,

3 and that no further action should be taken against Wallace, Dover
& Dixon, P.A., the Wallace, Dover & Dixon, P.A. Political Action

-- Committee, or J. Cal McCastlain, who is the present Treasurer of
the Wallace, Dover & Dixon, P.A. Political Action Committee.

As a way of summary, we have determined that the information
on which you have based your inquiry is erroneous. I further
explain in my Affidavit attached hereto that Wallace, Dover &
Dixon, P.A. did not make any loans or contributions of any kind
to the Wallace, Dover & Dixon, P.A. Political Action Committee.
Instead, all contributions to the Political Action Committee were
from individuals. Notwithstanding the erroneous information, J.
Cal McCastlain was not the Treasurer for the Political Action
Committee, nor was he involved in anyway with such, during the
periods in issue.



NJ?.

r'eports .
O*mation includ d in tho suboot rOPOtts
taie opportunity to ubait ororotedFWqI ::4

We wish -to re.4xo- this matter promptly. -e anxiously await
your deteminAt t, t"no further action is needed on this
Ratter.

Sincerely,

WALLACE, DOVER & DIXON

L arrylace

LCW/bkd
Enclosure

0



I, arry c. Waliace, managing Partner of Wallace, DaV~4
' 'r Dixong, P.A., do hereby swear and affirm that the followi 4U ,

are true and correct to the beft of my belief and knowls -

-.- Quarterly reports of Wallace, Dover G Dixon, ...lk
Political Ation Comaittee ("PACO) on April 15, 1988 and.00t*br
315, 1968 are in error to the extent such reports indicate t .ot.

Wallace, Dover & Dixon, P.A. ("Firm') loanedfunds to th4 I$C.
Such Quarterly Reports are also in error to the extent that *

reports indicate that the PAC is repaying the Firm for any 
I=n.

2. Funds contributed to the PAC and the subject of s ,ph
reports actually represented personal contributions to the ftC by
the Shareholders of the Firm.

3. The Shareholders funded their respective contributions
by receiving advances from the Firm.

4. Instead of writing separate checks to each Shareho)Aer,
the Firm merely acted as agent for each Shareholder and forvted
the Shareholders' contributions to the PAC in lump sums. Tbose
contributions were intended to be actual contributions to thePLC
and not loans. Likewise, the PAC was not required, nor expected,
to repay those contributions.

5. The Shareholders repaid their respective advances
through subsequent payroll deductions. The Shareholders have
paid these amounts in full from their personal funds.

6. The Quarterly Reports of the PAC submitted on April 15,
1988, October 15, 1988, and subsequent dates, are in error to the

0 extent such reports indicate that the PAC is repaying any loans
to the Firm. Such an accounting or representation is completely
erroneous. Such accounting or representation in no way reflects
either the intent of the Shareholders or the Shareholders' actual
contributions to the PAC.

7. Funds transferred to the PAC were intended to be
Cpersonal contributions from the Shareholders. These

contributions were not to be repaid by the PAC, and they have not
been repaid. Any entries in the PAC records indicating a loan or
repayment of a loan are simply erroneous. Payroll deductions
were strictly personal transactions between the Shareholders and

qr the Firm. Payroll deductions, and any corresponding entries, are
erroneous to the extent such entries appear in the PAC books or

C) reports.

8. The PAC treasurer serving during the periods in issue
was not an attorney and is no longer employed by either the Firm
or the PAC. We cannot determine if the erroneous accounting and
reporting of these contributions was due to the treasurer's lack

of understanding of the intentions of the Shareholders, or if
such failure was merely an error in bookkeeping.

9. Whatever the reason, the Firm and the PAC never
intended for the Firm to either loan the PAC any funds or for the
Firm to contribute to the PAC in any manner. Neither the Firm,
its officers, nor its Shareholders consented to any transactions
in the form and method reported in the PAC's Quarterly Reports of
April 15, 1988, October 15, 1988, and subsequently, to the extent
such reports indicate loan transactions between the Firm and the
PAC.



UUto before so a Notary Public this Q~

Notary Public

my OominIem Zxpiee:1
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Mr. Danny L. McDonald VIA FEDERAL EXPRS
Chairman
Federal Election Commission
999 E Street, N.W.
Room 657

Nr Washington, D.C. 20463

Q RE: MUR2978/Nallace. Dover & Dixon. P.A. Political Action
Committee and J. Cal MCCastlain. as Treasurer

Dear Mr. McDonald:

This is in reference to your letter of September 21, 1989
regarding the above-described matter. I request that you

o determine that no further action is required in this matter.

As I have further explained in the attached Affidavit, I was
not associated with the Wallace, Dover & Dixon, P.A. Political
Action Committee during the periods in issue. Likewise, I cannot
provide any direct information on those matters. An explanation
of the transactions involved is included in the response by Larry
C. Wallace, the Managing Partner of Wallace, Dover & Dixon, P.A.

Inasmuch as I was not involved with the Political Action
Committee during the periods in issue, I request that you find
that I have committed no violations of the Federal Election
Campaign Act of 1971, or Regulations thereto. I request that you
make such a determination as soon as possible so that this matter
can be put to rest.

Sincerely,

WALLACE, DOVER & DIXON

J. Cal McCastlain

JCM/bkd
Enclosure
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I &J. Cal oemtl2ain, do hereby swear and affirm t ',e
following facts are true to the best of my knowledge and b44, z

1. I began working as an associate in the law ift1;or
Wallace, Dover a Dixon, P.A. on July 1, 1985. Prior to that e
Z was on active duty in the United States Army, assigned % ah
Juge Advocate General's Corps (JAGC).

2. My signing of the Federal Election Commission Qua~try
Report (F=Form 3X) of October 15, 1986 for the Wallace, !Dauw
Diuon, P.A. Political Action Committee on October 14, 196 Ma,.,'y
first act as Treasurer for that Political Action Committe. Prior
to the date of October 14, 194S I did not participate in or have
any knowledge of any of the business affairs of the Wallace, Dover
G Dixon, P.A. Political Action Committee. Likewise, prior to
October 14, 198, I neither advised nor participated in any fund
raising, contributions, accounting, or record keeping condoeby
the Wallace, Dover G Dixon, P.A. Political Action Committee.

3. information included in the Federal Election Commission
Quarterly Report of October 15, 1988 by the Wallace, Dover & Dixon,
P.A. Political Action Committee represents my interpretation of the
information regarding events that occurred prior to my beoming
Treasurer. The information regarding these events was compiled
prior to my becoming Treasurer. I did not participate in nor
advise the Political Action Committee in any way prior to October
14, 1988.

4. I am not a shareholder in the law firm of Wallace, Dover
& Dixon, P.A., and I have never attended a meeting of that firm's
shareholders or Board of Directors. Therefore, I have no direct
knowledge of the intent of the law firm or its partners regarding
the information included in the reports of October 15, 1988.

5. Inasmuch as I was neither a party to such report, nor
employed by Wallace, Dover & Dixon, P.A. on April 15, 1988, I have
no knowledge whatsoever, whether direct or indirect, of the Federal
Election Commission Quarterly Report (FEC Form 3X) of April 15,
1988, or the information included therein.

6. Upon learning that there was a question as to the
propriety of the transactions reported in the Quarterly Reports of
April 15, 1988 and October 15, 1988, I took immediate action to
resolve the issue. (See attachments.)

J. CAL MCCASTLAIN

STATE OF ARKANSAS
) SS.

COUNTY OF

SUBSCRIBED AND SWORN to before me a Notary Public this 1
day of c-4 , 1989.

Notary Public

My Commission Expire:

-1 -Q .. T



it.re m C. Wallacer 14,agin .PsxNer of Walla
Dixon, P.ot do bereft swear and ffiunt the falls 10f

ar rethe best of my knowled"ge and lif

1. . Cal NoCastlaLnJoined this firm as an asciate eopt
on July let 1966.

2. on October 148 198 he was appointed fEe~ or * 4
Wallace, Dover & Dixon# P.A. Political Acto oi n.

3. Prior to October 14 198 . Cal , oecastlalt n r
participated in, performed any work for, or attended fuanmNetlng
of the Wallace, Dover G Dixon, P.A. Political Action Citui

4.o 3. Cal oCastlain's first act as Treasurer o ths
Wallace, Dover a Dixon, P.a. Political Action Co itt* was
submitting to the Federal Election Commision the Quarterly pt
(FEC Form 3X) of October 15, 1966 for the Wallace, Dover & =01in
P.A. Political Action Committee. Information contained In thepe
reports represents events that occurred prior to Mr. VOCatlains
appointment as Treasurer for the Wallace, Dover G Dixon, P.A.
Political Action Committee. Such information vas also compiled and
reported prior to Mr. NcCastlaLn's appointment.

5. J. Cal KcCastlain has never attended a meeting of the
Shareholders of Wallace, Dover & Dixon, P.A., or its Board of
Directors.

6. in summary, J. Cal NcCastlain had no role whatsoever in
any of the actual matters included in the Quarterly Reports (FEC
Form 3X) of April 15, 1988 and October 15, 1988 submitted by the

o Wallace, Dover & Dixon, P.A. Political Action Committee.

Larry C. Wallace

co STATE OF ARKANSAS ) SS.
o) COUNTY OF

SUBSCRIBED AND SWORN to before me a Notary Public thisJ11
day of t,. ., , 1989.

Notary Public J
co o

My Commission Expire:

-1-I,-%



orion~ C satte. and . Cal RCastlain. )

as threasurer 
)

.O UA CO UNSEL' B PO RT

Z. * AC[GROWD
SThe Wallace, Dover & Dixon Political Action Committee

('the Committee") and J. Cal mCastlain, as treasurer, 
were

referred to the Office of the General Counsel by the Reports

Analysis Division ("RAD") for receiving loans totalling $5,945

from the Committee's connected organization, Wallace, Dover &

Dixon, P.A.("the firm"), in violation of 2 U.S.C. S 441b(a).

The Committee had reported the receipt of three loans totalling

n$5,020 from the firm between January 5, 1988 and February 24,

0 1988, and the receipt of yet another $925 loan from the firm on

qW August 9, 1988. The Committee also reported making 21

repayments to the firm between March 1, 1988 and April 20, 1989.

On September 1, 1989, the Commission found reason to believe

that the firm and the Committee each violated 2 U.S.C. 5 441b(a)

by making and accepting corporate contributions respectively.

This Office received the responses of the Respondents on October

16, 1989. The Respondents request that the Commission find that

no violation occurred and that no further action should be taken

against any of them.
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Pf suamt to 2 U,S,C. S 441b(b)(2)(C), a eorp*o-tion may

legally 9ptotei0In f inancing federal paliti4 cti y by,
setting up! separate segregated fund and soliciting voluntary

contributions to that fund. Pursuant to 2 U.S.C. S 441b(a). it

is unlawful for any political committee to knowingly accept a

contribution from a corporation. Included within the definition

of contributions are "any direct or indirect payment,

distribution, loan, advance, deposit, or gift of money, or any

services ... or anything of value .... " 2 U.S.C. I 441b(b)(2).

Respondents have submitted affidavits from Larry C.

o) Wallace, managing partner of the firm, and from J. Cal

McCastlain, in which they contend that the information contained

in the Committee's reports, which served as the basis for the

Commission's findings of reason to believe, was in error.0

Respondents have further endeavored to relieve Mr. McCastlain,

the Committee's treasurer, of any liability by noting that he

was not treasurer when any of the violations occurred.

According to Mr. Wallace's affidavit, the 1988 April and

October Quarterly Reports are in error to the extent they

indicate that the firm loaned funds to the Committee, and to the

extent they indicate that the Committee is repaying any such

loan to the firm. As Mr. Wallace explains it, "(flunds

contributed to the PAC and the subject of such reports actually

represent personal contributions to the PAC by the Shareholders

of the Firm," and the shareholders "funded their respective



contributions by r. iiv -j4 @* *mtetICU,*~~t#

(ilnstead of Vritt* '.1 0 0'',#Oh ha 0l~3~ tft
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the Shareholdot' eottributtos-to the PAC in lump sums. hose

contributions were intended to be actual contributions to the

PAC and not loans. Likewise, the PAC was not required, nor

expected, to repay those contributions." Finally, as regards

these transactions, fr. Wallace states that the "Shareholders

repaid their respective advances through subsequent payroll

deductions. The Shareholders have paid these amounts in full

from their personal funds."

CThe Committee's 1988 April and October Quarterly Reports

show receipts of payments from the firm in the form of loans,

and, separately, receipts from individual attorneys in the firm

by way of payroll deductions. Thus it appears that both loans
0

and payroll deductions were received, calling into question the

-) accuracy of the response submitted by Mr. Wallace. Accordingly,

-this Office recommends that the Commission reject the

Respondents' request that the Commission take no further action

in this matter.

Additionally, this Office recommends that the Commission

approve the attached interrogatories and request for production

of documents, so that this Office may clarify what exactly

occurred. Specifically, this Office wishes to know why, if

the loans reported by the Committee were actually contributions

1. The relevant portions of the Committee's 1988 April Quarterly
Report are attached.



by sh....olda-....i"th..fi...the Cmit.te..p.e o0 4 M

contributio Is by thee csharehold.o apparently In addition t

the. Ions, Recause Mr. Vaflace's *Uidavit clis that

Respondents cannot determine why the allegedly erroneous
reporting occurred, this Office recommends that interrogatories

be addressed to Joanne Born, the individual who served as

treasurer at the time the reports were prepared, and that a
request for documents be issued to the firm regarding: (1) any
agreement between the firm and the shareholders that the firm

would advance individual contributions; (2) the payments to the

Committee; (3) the firm's receipt of the loan "repayments"
reported by the Committee; and (4) the use of the firm's payroll

deduction process for any repayments to the firm from the

individuals involved.

III. RECORREMDATIONS

1. Reject the Respondents' request to take no further action.

2. Approve the attached Letters and Interrogatories and
Request for Production of Documents.

Lawrence M. Noble
General Counsel

CK

0

O

C)

/ -S - goo BY: e:
Lois G. Lerer
Associate Gtneral Counsel

Attachments
I. Reply of Respondents
2. Relevant Portions of the Committee's

1988 April Quarterly Report
3. Letters (3)
4. Interrogatories and Request for

Production of Documents (2)

Staff assigned: A. Buckley

Date
-- J6-



DATE:

SUBJECT:

LAYRECE 1Ho~D

COIlISSION S .A...

JANUARY 12, 1990

MUR 2978 - GENERAL COUNSEL'S REPORT
DATED JANUARY 5, 1990

The above-captioned document was circulated to the

Commission on Tuesday, January 9, 1990 at 4:00 p.m.

Objection(s) have been received from the Commissioner(s)

as indicated by the name(s) checked below:

Commissioner

Commissioner

Commissioner

Commissioner

Commissioner

Commissioner

Aikens

Elliott

Josefiak

McDonald

McGarry

Thomas

xxx

This matter will be placed on the meeting agenda

for Tuesday, January 23. 1990

Please notify us who will represent your Division before the

Commission on this matter.

*7

0

0
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s*RFOj3tUE 3,3romm EUNCTION CONRISSIO

er of0i

VYU&U~~, V35S U5DIX~n..A.
Wallace, Dover & Dixon Political Action )
Comittee and J. Cal McCastlain, as )
treasurer

CERTIFICATION

I, arJocie W. Rmmons, recording secretary for the

Federal Election Commission executive session on January 30,

1990, do hereby certify that the Commission decided by a

vote of 6-0 to take the following actions in MUR 2978:

1. Reject the Respondents' request to take no
further action.

2. Direct the Office of General Counsel to send
appropriate Letters and Interrogatories and
Request for Production of Documents pursuant
to the discussion held this date, and to send
them to the respondent Committee as well as to
Joanne Sorn and to the firm.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

Se e/ tarjorfe W. EmmonsSec 'etary of the Commission

tn

0

Date



Joanne lotn*
Chise4a11, N estrud & Julian, l.A.
2040 rtrSt Commercial Bank Building
Capitol .'Iroadvay
Little Sok L Arkansas 72201

13: 30M 2978

Dear Ms. Born:

The Federal Election Commission has the statutory duty of
enforcing the Federal Election Campaign Act of 1971, as amended,
and Chapters 95 and 96 of Title 26, United States Code. The

f-0 Commission believes that you may be able to provide some
relevant information concerning an investigation it is

0 conducting. Accordingly, the Commission requests that you
submit answers to the enclosed questions to the Office of the

CT) General Counsel within 15 days of your receipt of this letter.
The Commission does not consider you a respondent in this
matter, but rather a witness only.

Because this information is being sought as part of an
O investigation being conducted by the Commission, the

confidentiality provision of 2 U.S.C. S 437g(a)(12)(A) applies.
qW That section prohibits making public any investigation conducted

by the Commission without the express written consent of the
person with respect to whom the investigation is made. You are
advised that no such consent has been given in this case.

0If you have any questions, please contact Anthony Buckley,

the attorney assigned to this matter, at (800) 424-9530.

Sincerely,

Lawrence N. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel

Enclosure
Interrogatories



In the Matter of)

LittleRock,)rkansa 7976
C:) sumit aswersin wriing ad-undr oathto th quesions seti.,

)
)
)

TO: Joanne Born
Chisenhall, Nestrud & Julian, V.A.
2840 First Commercial Bank Building
Capitol a Broadway
Little Rock, Arkansas 72201

In furtherance of its investigation in the above-captioned

ffl matter, the Federal Election Commission hereby requests that you

o) submit answers in writing and under oath to the questions set

Cforth below within 15 days of your receipt of this request.

Cr



In answering these interrogatories, furnish all
information, however obtained, Including hearsay, that is-in
possession of, known by or otherwise available to you.

Each answer is to be given separately and independently,
and unless specifically stated in the particular discovery
request, no answer shall be given solely by reference either to
another answer or to an exhibit attached to your response.

The response to each interrogatory propounded herein shall
set forth separately the identification of each person capable
of furnishing testimony concerning the response given, denoting
separately those individuals who provided informational,
documentary or other input, and those who assisted in drafting
the interrogatory response.

If you cannot answer the following interrogatories in full
after exercising due diligence to secure the full information to
do so, answer to the extent possible and indicate your inability

~J) to answer the remainder, stating whatever information or
Co knowledge you have concerning the unanswered portion and

detailing what you did in attempting to secure the unknown
information.

Should you claim a privilege with respect to any documents,
communications, or other items about which information is
requested by any of the following interrogatories, describe such

o items in sufficient detail to provide justification for the
claim. Each claim of privilege must specify in detail all the
grounds on which it rests.

Unless otherwise indicated, the discovery request shall
refer to the time period from January 1, 1988 to January 1,
1989.

The following interrogatories are continuing in nature so
as to require you to file supplementary responses or amendments
during the course of this investigation if you obtain further or
different information prior to or during the pendency of this
matter. Include in any supplemental answers the date upon which
and the manner in which such further or different information
came to your attention.



f EtOR 2970
Page 3

For the purpose of the' 4iSCOVery requests, i te the
instructions thereto, the terms list*d below are defiR&#**-,
follows:

"You" shall mean the person to whom this discovety tequest
is addressed.

"Persons" shall be deemed to include both singular.a:d
plural, and shall mean any natural person, partnership,
committee, association, corporation, or any other type of
organization or entity.

"Document" shall mean the original and all non-identical
copies, including drafts, of all papers and records of every
type in your possession, custody, or control, or known by you to
exist. The term document includes, but is not limited to books,
letters, contracts, notes, diaries, log sheets, records of
telephone communications, transcripts, vouchers, accounting

In statements, ledgers, checks, money orders or other commercial
paper, telegrams, telexes, pamphlets, circulars, leaflets,

0D reports, memoranda, correspondence, surveys, tabulations, audio
and video recordings, drawings, photographs, graphs, charts,
diagrams, lists, computer print-outs, and all other writings and
other data compilations from which information can be obtained.

"Identify" with respect to a document shall mean state the
nature or type of document (e.g., letter, memorandum), the date,

o if any, appearing thereon, the date on which the document was
prepared, the title of the document, the general subject matter
of the document, the location of the document, the number of
pages comprising the document.

"Identify" with respect to a person shall mean state the
full name, the most recent business and residence addresses and
the telephone numbers, the present occupation or position of
such person, the nature of the connection or association that
person has to any party in this proceeding. If the person to be
identified is not a natural person, provide the legal and trade
names, the address and telephone number, and the full names of
both the chief executive officer and the agent designated to
receive service of process for such person.

"And" as well as "or" shall be construed disjunctively or
conjunctively as necessary to bring within the scope of these
interrogatories and requests for the production of documents any
documents and materials which may otherwise be construed to be
out of their scope.

"Committee" shall refer to the Wallace, Dover & Dixon
Political Action Committee, and shall be construed to include
all predecessor committees including, but not limited to, the
House, Wallace & Jewell, P.A. Political Action Committee.



suu ..or...
NUR 2978
Page 4

The following questions relate to reports which wore le
with the Federal Election Commission during your tenure ,
treasurer of the Wallace, Dover & Dixon Politiosl Atton
Committee. Copies of the reports which are reotrred to in the..,
questions are attached to assist you.

1. State why, as treasurer of the Committee, you reported
4. transfers of $2,500, $300 and $2,200 from House, Wallace and

Jewell, P.A. to the Committee as loans on the Committees 1968
April Quarterly Report. In your answer, identify a13 evt ¢c
presented to you which caused you to believe that these a wnts
were loans including, but not limited to, verbal instructions
from any superior and internal memoranda or written proceures.
Identify who you believed to be the lender(s).

2. State why, as treasurer of the Committee, you reported
disbursements totalling $600 to House, Wallace and Jewell, P.A.
from the Committee as loan repayments on the Committee's 1988
April Quarterly Report. In your answer, identify all evidence
presented to you which caused you to believe that these amounts

o) were loan repayments including, but not limited to, verbal
instructions from any superior and internal memoranda or written
procedures. Identify who you believed to be the lender(s) to
whom the repayments were being made.

3. State why, as treasurer of the Committee, you reported a
transfer of $925 from House, Wallace and Jewell, P.A. to the

O Committee as a loan on the Committee's 1988 October Quarterly
Report. In your answer, identify all evidence presented to you

Iwhich caused you to believe that this amount was a loan,
including, but not limited to, verbal instructions from any
superior and internal memoranda or written procedures. Identify
who you believed to be the lender(s).

4. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the
Committee's 1988 April Quarterly Report in any way comprised the
loans reported as received by the Committee on that same report.
In your answer, identify all evidence presented to you which
supports your conclusion including, but not limited to, verbal
instructions from any superior and internal memoranda or written
procedures.

5. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the
Committee's 1988 October Quarterly Report in any way comprised
the loans reported as received by the Committee on that same
report. In your answer, identify all evidence presented to you
which supports your conclusion including, but not limited to,
verbal instructions from any superior and internal memoranda or
written procedures.
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February 7, 1990,

J. Cal McCastlain, Eq., Treasurer
Wallace. Dover & Dixon Political
Action Committee
3800 TCBY Tower Building
Little Rock, AR 72201

RE: MUR 2978
Wallace, Dover & Dixon
Political Action Committee
and J. Cal McCastlain, as
treasurer

Dear Mr. McCastlain:

On September 29, 1989, you were notified that the Federal
Election Commission had found reason to believe the Wallace,
Dover & Dixon Political Action Committee ("Committee") and you,
as treasurer, violated 2 U.S.C. S 441b(a), a provision of the
Federal Election Campaign Act of 1971, as amended ("the Act").

C0 On October 16, 1989, the Commission received your request that
the Commission take no further action in this matter.

IV Subsequently, on January 30, 1990, the Commission rejected your
request that it take no further action in this matter against
the Committee and you, as treasurer, and decided to pursue
further investigation into the circumstances of this matter.

Pursuant to its investigation of this matter, the
Commission has issued the attached interrogatories, which
request the Committee to provide information which will assist
the Commission in carrying out its statutory duty of supervising
compliance with the Federal Election Campaign Act of 1971, as
amended, and Chapters 95 and 96 of Title 26, U.S. Code. It is
requested that you submit all such answers within 15 days of
your receipt of this request.
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iznsoaOoTORXl A3ND UQMT
FOR ROW OF DOCUNUU

TO: j. Cal RcCastlain, Esq., Treasurer
Wallace, Dover & Dixon Political Action Committee
425 West Capitol Street
Suite 3800
Little Rock, Arkansas 72201

NO In furtherance of its investigation in the above-captioned

matter, the Federal Election Commission hereby requests that you
0

submit answers in writing and under oath to the questions set

forth below within 15 days of your receipt of this request. In

addition, the Commission hereby requests that you produce the

o documents specified below, in their entirety, for inspection and

copying at the Office of the General Counsel, Federal Election

Commission, Room 659, 999 E Street, N.W., Washington, D.C.,

20463, on or before the same deadline, and continue to produce

those documents each day thereafter as may be necessary for

counsel for the Commission to complete their examination and

reproduction of those documents. Clear and legible copies or

duplicates of the documents which, where applicable, show both

sides of the documents may be submitted in lieu of the

production of the originals.



J. Cal RMC&stl1M4, :tq.Treeu~

Page 2

INSTRUCTIONS

In answering these interrogatories and request for
production of documents, furnish all documents and other
information, however obtained, Including hearsay, that is In,
possession of,known by or otherwise available to you, including
documents and information appearing in your records.

Each answer is to be given separately and independently,
and unless specifically stated in the particular discovery
request, no answer shall be given solely by reference either to
another answer or to an exhibit attached to your response.

The response to each interrogatory propounded herein shall
set forth separately the identification of each person capable
of furnishing testimony concerning the response given, denoting
separately those individuals who provided informational,
documentary or other input, and those who assisted in drafting

N. the interrogatory response.

If you cannot answer the following interrogatories in full
C:) after exercising due diligence to secure the full information to

do so, answer to the extent possible and indicate your inability
0-17)to answer the remainder, stating whatever information or
qW knowledge you have concerning the unanswered portion and

detailing what you did in attempting to secure the unknown
all information.

o: Should you claim a privilege with respect to any documents,
communications, or other items about which information is

Nr requested by any of the following interrogatories and requests
for production of documents, describe such items in sufficient
detail to provide justification for the claim. Each claim of

- privilege must specify in detail all the grounds on which it
rests.

0-1
Unless otherwise indicated, the discovery request shall

refer to the time period from January 1, 1988 to January 1,
1989.

The following interrogatories and requests for production
of documents are continuing in nature so as to require you to
file supplementary responses or amendments during the course of
this investigation if you obtain further or different
information prior to or during the pendency of this matter.
Include in any supplemental answers the date upon which and the
manner in which such further or different information came to
your attention.



Page 237

For the purpose of these discovery requests, including theinstructions thereto, the terms listed below are defined a : -
follows:

"You" shall mean the named respondent to whom this
discovery request is addressed.

"Document" shall mean the original and all non-identical
copies, including drafts, of all papers and records of every
type in your possession, custody, or control, or known by you toexist. The term document includes, but is not limited to books,
letters, contracts, notes, diaries, log sheets, records of
telephone communications, transcripts, vouchers, accounting
statements, ledgers, checks, money orders or other commercial
paper, telegrams, telexes, pamphlets, circulars, leaflets,
reports, memoranda, correspondence, surveys, tabulations, audio
and video recordings, drawings, photographs, graphs, charts,

Pdiagrams, lists, computer print-outs, and all other writings and
other data compilations from which information can be obtained.

C)
"Identify" with respect to a document shall mean state the

nature or type of document (e.g., letter, memorandum), the date,
if any, appearing thereon, the date on which the document was
prepared, the title of the document, the general subject matter
of the document, the location of the document, the number of
pages comprising the document.

C0
"And" as well as "or" shall be construed disjunctively or

conjunctively as necessary to bring within the scope of these
interrogatories and requests for the production of documents any
documents and materials which may otherwise be construed to be

-_ out of their scope.

"Committee" shall refer to the Wallace, Dover & Dixon
Political Action Committee, and shall be construed to include
all predecessor committees including, but not limited to, the
House, Wallace & Jewell, P.A. Political Action Committee.



1. State why the CoNittt* reported travwt0.tjI2,|#14,.#t3M01'
and $2,200 from louse,,: Wallace and Jewell,,?.A totlt otte
as loans on the Comnittee's 1988 April Qourtery Reort.t

2 state why the Committee reported disburseionts totalling $600
to House, Wallace and Jewell, P.A. from the tommittee as loan
repayments on the Committee's 1988 April Quartely Report.

3. State why the Committee reported a transfer of $925 from
House, Wallace and Jewell, P.A. to the Committee as a loan on
the Committee's 1988 October Quarterly Report.

4. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the
Committee's 1988 April Quarterly Report in any way comprised the
loans reported as received by the Committee on that same report.

NIn your answer, identify all evidence which supports your
conclusion including, but not limited to, internal memoranda or

Owritten procedures, and provide copies of all such documents.

5. State whether the amounts forwarded by way of payroll
1'q deductions which were reported as contributions on the

Committee's 1988 October Quarterly Report in any way comprised
the loans reported as received by the Committee on that same
report. In your answer, identify all evidence which supports
your conclusion including, but not limited to, internal
memoranda or written procedures, and provide copies of all such
documents.



February 7, 1990

Larry C,. a sU ,o Rq.
Willoc, Dover *, ixo, ,A.-.*5 W'i!Bile O1st .Campt, t'  l ;Stceet '
suit* 3400
Little ock, Arkansas 72201

RE: NMR 2978
Wallace, Dover & Dixon, P.A.

Dear Mr. Wallace:

On September 29, 1989, you were notified that the Federal
Election Commission had found reason to believe Wallace, Dover &

o Dixon, P.A. ("the firm") violated 2 U.S.C. I 441b(a), a
provision of the Federal Election Campaign Act of 1971, as
amended. On October 16, 1989, the Commission received your

o: request that the Commission take no further action in this
matter. Subsequently, on January 30, 1990, the Commission

"I rejected your request that it take no further action, and
decided to pursue further investigation into the circumstances
of this matter.

Pursuant to its investigation of this matter, the

o Commission has issued the attached interrogatories and request
for production of documents, which request the firm to provide

qW information which will assist the Commission in carrying out its
statutory duty of supervising compliance with the Federal
Election Campaign Act of 1971, as amended, and Chapters 95 and
96 of Title 26, U.S. Code. It is requested that you submit all
such information within 15 days of your receipt of this request.

If you have any questions, please contact Anthony Buckley,

the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble

General Counsel

BY: Lois G. Lerner
Associate General Counsel

Enclosure
Interrogatories and Request
for Production of Documents



in the matter ofV~djj

TO: Wallace, Dover & DLIXO -. VA
425 West Capitol street
Suite 3800
Little Rock, Arkansas 72201

In furtherance of its investigation in the above-captioned

00 matter, the Federal Election Commission hereby requests that you

0 submit answers in writing and under oath to the questions set

forth below within 15 days of your receipt of this request. In

Taddition, the Commission hereby requests that you produce the

on documents specified below, in their entirety, for inspection and
0 copying at the Office of the General Counsel, Federal Election
qT Commission, Room 659, 999 E Street, N.W., Washington, D.C.,

20463, on or before the same deadline, and continue to produce

those documents each day thereafter as may be necessary for

counsel for the Commission to complete their examination and

reproduction of those documents. Clear and legible copies or

duplicates of the documents which, where applicable, show both

sides of the documents may be submitted in lieu of the

production of the originals.
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in answering these interrogatories and request for
production of documents, furnish all documents and other
information, however obtained, including hearsay, that is t in
possession of, known by or otherwise available to you, including
documents and information appearing in your records.

Each answer is to be given separately and independently,
and unless specifically stated in the particular discovery
request, no answer shall be given solely by reference either to
another answer or to an exhibit attached to your response.

The response to each interrogatory propounded herein shall
set forth separately the identification of each person capable
of furnishing testimony concerning the response given, denoting
separately those individuals who provided informational,
documentary or other input, and those who assisted in drafting
the interrogatory response.

If you cannot answer the following interrogatories in full
after exercising due diligence to secure the full information to
do so, answer to the extent possible and indicate your inability
to answer the remainder, stating whatever information or
knowledge you have concerning the unanswered portion and
detailing what you did in attempting to secure the unknown
information.

CO

Should you claim a privilege with respect to any documents,
communications, or other items about which information is
requested by any of the following interrogatories and requests
for production of documents, describe such items in sufficient

Ddetail to provide justification for the claim. Each claim of
privilege must specify in detail all the grounds on which it

-- rests.

O\ Unless otherwise indicated, the discovery request shall
refer to the time period from January 1, 1988 to January 1,
1989.

The following interrogatories and requests for production
of documents are continuing in nature so as to require you to
file supplementary responses or amendments during the course of
this investigation if you obtain further or different
information prior to or during the pendency of this matter.
Include in any supplemental answers the date upon which and the
manner in which such further or different information came to
your attention.



Vatlc.,D~vr aDixon, PA.
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DRFKWITIOUS

Fror the purpose of these discovery requests, including t~e,
instructions thereto, the terms listed belay are defined as
follows:

"You" shall mean the named respondent to whom this
discovery request is addressed.

"Document* shall mean the original and all non-identical
copies, including drafts, of all papers and records of every
type in your possession, custody, or control, or known by you to
exist. The term document includes, but is not limited to books,
letters, contracts, notes, diaries, log sheets, records of
telephone communications, transcripts, vouchers, accounting
statements, ledgers, checks, money orders or other commercial
paper, telegrams, telexes, pamphlets, circulars, leaflets,
reports, memoranda, correspondence, surveys, tabulations, audio
and video recordings, drawings, photographs, graphs, charts,

CO diagrams, lists, computer print-outs, and all other writings and
other data compilations from which information can be obtained.

C) "Identify" with respect to a document shall mean state the
nature or type of document (e.g., letter, memorandum), the date,
if any, appearing thereon, the date on which the document was

qq prepared, the title of the document, the general subject matter
on of the document, the location of the document, the number of

pages comprising the document.

C) ~"And" as well as ""shall be construed disjunctively or
qW conjunctively as necessary to bring within the scope of these

interrogatories and requests for the production of documents any
C:3 documents and materials which may otherwise be construed to be

out of their scope.

"Committee" shall refer to the Wallace, Dover & Dixon
Political Action Committee, and shall be construed to include
all predecessor committees including, but not limited to, the
House, Wallace & Jewell, P.A. Political Action Committee.

"Firm" shall refer to Wallace, Dover & Dixon, P.A., and
shall be construed to include all predecessor law firms
including, but not limited to, House, Wallace & Jewell, P.A.



VRliacer Dover & Dixon, V.A.
NRn29787?,C r
Page 4

INTBRROGATORINS

1. State why the Committee reported transfers of $2500,4*300
and $2,200 from House, Wallace and Jewell, P.A. to the *C6~t.tn
as loans on the Committee's 1988 April Quarterly Repoit.

2. State why the Committee reported disbursements totalling *400
to House, Wallace and Jewell, P.A. from the Committee as loan
repayments on the Committee's 1988 April Quarterly Report.

3. State why the Committee reported a transfer of $925 from
House, Wallace and Jewell, P.A. to the Committee as a loan on
the Committee's 1988 October Quarterly Report.

4. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the
Committee's 1988 April Quarterly Report in any way comprised the
loans reported as received by the Committee on that same report.
In your answer, identify all evidence which supports your
conclusion including, but not limited to, internal memoranda or
written procedures.

C) 5. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the
Committee's 1988 October Quarterly Report in any way comprised
the loans reported as received by the Committee on that same
report. In your answer, identify all evidence which supports
your conclusion including, but not limited to, internal
memoranda or written procedures.

0 REQUEST FOR PRODUCTION OF DOCUMENTS

Please provide copies of the following documents:

1. All documents which relate in any way to any agreement
between the firm and its shareholders that the firm would

CK forward contributions to the Committee on behalf of the
shareholders.

2. All documents which relate in any way to any payments to the
Committee by the firm.

3. All documents which relate in any way to the receipt by the
firm of "repayments" from the Committee, as reported on the
Committee's 1988 April Quarterly Report, 1988 July Quarterly
Report, Amended 1988 30 Day Post-General Report, and Amended
1988 Year End Report.

4. All documents which relate in any way to the use of the
firm's payroll deduction process for repayments by shareholders
of contributions forwarded by the firm to the Committee.
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March 2a, 1990
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Mr. Anthony Buckley
Federal Election Comission C
Washington, D.C. 20463 U1

z

Re: MUR 2978

Dear Mr. Buckley:

Following my telephone conversation with you of February 12,
1990 wherein I advised you I was unable to read the Quarterly
Reports which had been provided with your February 7, 1990
letter, I received photocopies of the Quarterly Reports on
February 19, 1990. As I was to respond to the Commission's
Interrogatories within 15 days of receipt, I am within 15 days
from February 19, 1990, the date of receipt of the needed
quarterly reports. I am sure you will agree that I could not

o respond before I had information I could review.

I hope that you find these Interrogatory Responses in
satisfactory form. I am not an attorney and therefore, they are
not prepared as an attorney would prepare them. I have answered

- each question to the best of my ability. I cannot provide you
with information as to written documentation, because to my
knowledge there was none. All instructions received by me were
verbal. Any notes which I may have made should be in the
Committee's file folder. Because I resigned employment with
Wallace, Dover & Dixon in January, 1989, I do not know the
location of the Committee's file. At the time I refused to
continue serving as the Committee's Treasurer, I gave the
Committee's file to J. Cal McCastlain. The only other written
documentation which I can think of would be general ledger
postings for House, Wallace & Jewell, P.A. Again, I do not know
who would presently have those records. Any general ledger
postings would have been made at Mr. Anders' instruction. Mr.
Anders left employment of Wallace, Dover & Dixon in approximately
October, 1989.



Should you ham any questions, I v ll do my best to assist
You*

Very truly yours L;:

Joanne Sorn

Js
N Enclosures

C)



Definitions.

*And'w as well as *or" shall be can* tE"d 41.junctiv"ZY ,'"ov
conjuntively snecessary to bting vih,.'t the 0cop ofth1interrogatory answers which may ohrse be constm 4d to 04e t Of
their scope°

"Cmittee" shall refer to the Wallace, Dover & O Dl
Political Action Comittee, and shall be construed to include a1
predecessor cmittees including, but not limited to, the o se
Wallace, & Jewell, P.A. Political Action Comittee.

"HW&J" shall refer to House, Wallace & Jewell, P.A. and shall
be construed to include all predecessor and following names of the
professional association.

"FEC" shall refer to the Federal Election Commission.

1. State why, as treasurer of the Committee, you reported
transfers of $2,500, $300 and $2,200 from House, Wallace & Jewell,
P.A. to the Committee as loans on the Committee's 1988 April
Quarterly Report. In your answer, identify all evidence presented
to you which caused you to believe that these amounts were loans
including, but not limited to, verbal instructions from any
superior and internal memoranda or written procedures. Identify

C3 who you believed to be the lender(s).

ANSWEURs Transfers of $2,500, $300 and $2,200 from HW&J to
the Committee were made to fund the Committee's contributions to

C) candidates made from January, 1988 to March, 1988. These transfers
were necessary because the Committee checking account had

-- insufficient funds for all desired candidate contributions for the
quarter. The Comittee checking account was normally funded
through payroll deductions. The payroll deductions were
insufficient to cover that quarter's desired candidate
contributions. The transfers/loans were to be repaid through
continued payroll deduction of the Committee participants. I do
not know who the FEC would call the lender(s), but it would be
either HW&J or the Committee participants. Therefore, because of
my uncertainty, when referring to loans hereinafter, I will use the
word in quotes, i.e. "loans".

It is unknown to me who determined what candidate
contributions would be made, or the amounts. It is also unknown to
me if all Committee participants were aware of the fact that the
Committee did not have adequate funds to cover the contributions
made. At all times while I was Treasurer of the Committee, my



direct sprisors Uweethis Pxesiest #f the C00tee th YL
President of thecommi-,tteer who I bollows Rt tbwthi veto ZLttV ce
Wallace and Steve L. Riggo respetiiI, S..e... , UU
Business Maagr.Mr, Andes erted xt]Ly .to' MW.WllO#
was Hw M Js nanaging partner. All nfo*i ed to o s to
candidate ontrfbutions to be made and 'lons' tobe m arfmW
Mr. Wallace, Mr. Riggs and/or Mr. Anders Mr. Wallace, . M1_
and/or Mr. Anders were ell aware of the fact the Commttee did not
have e funds to, the desred otributions. At the
least, M3w. Anders and Mr,* Wallace apoe the 'loans' toth
Coamittee. Because Mr. Anders was UW&J' 5 Business Manager, he was
the person who authorized writing the 'loan' checks on the MW&J
checking account to the Committee. Nr. Anders is presently living
in Warren, #AR and may be employed by Georgia-Pacific. fe is
definitely employed by a forest industries/paper products company.

House, Wallace & Jewell, P.A. changed its name to Wallace,
Dover & Dixon. Since February, 1990, Wallace, Dover & Dixon is in
the process of dissolved.

CO The Committee participants are as listed on each quarterly
report filed with the FEC. Each Committee participant is an

CO attorney. The following is an alphabetical list of the Committee
participants' current addresses to the best of my knowledge:

Lawrence E. Chisenhall
Chisenhall, Nestrud & Julian, P.A.
400 W. Capitol, Suite 2840
Little Rock, AR 72201
John Clayton

0 Wallace & Clayton

425 W. Capitol
Little Rock, AR 72201

J. Bruce Cross
Cross & Gunter
425 W. Capitol
Little Rock, AR 72201

Donna Galchus
Cross & Gunter
425 W. Capitol
Little Rock, AR 72201

Russell Gunter
Cross & Gunter
425 W. Capitol
Little Rock, AR 72201

Don F. Hamilton
Little Rock Wastewater Utility



Steven ior

301 n. Sroaduay
North Little Rock, AR 72114

Chuck Nestrud
Chisenhall, Nestrud & JullAa
400 W. Capitol$ Suite 2840

0' Little Rock* AR 72201

00 Dean Overstreet

Dover & Dixon
425 W. Capitol
Little Rock, AR 72201

Joe Purvis
Dover & Dixon
425 W. Capitol
Little Rock, AR 72201

Charles Reynolds
Cross & Gunter
425 W. Capitol
Little Rock, AR 72201

Steve Riggs
Dover & Dixon
425 W. Capitol
Little Rock, AR 72201

Charlie Smith
practicing law somewhere in Benton, AR

Paul Stanfield
Systematics, Inc.
4001 N. Rodney Parham
Little Rock, AR 72211

Scott Vaughn
Hilburn Law Firm



Carolyn Witherspoon
Cross & Gunter
425 W. Capitol
Little Rock, AR 72201

Jim Pitts
0 present addresses unknown, it may

be the same as reported on the
quarterly reports.

John Peace (3rd quarter report)
CD Dover & Dixon

425 W. Capitol
Little Rock, AR 72201

All instructions received were verbal. There were no internal
0) memoranda or written procedures. As I was not involved in the HW&J

general ledger data input, I do not know where the "loans" were
Iposted to. However, they should be reflected in the HW&J general

ledger somewhere pertaining to the Comittee. The whereabouts of
C) the HW&J general ledger is unknown to me.

- 2. State why, as treasurer of the Committee, you reported
disbursements totalling $600 to House, Wallace & Jewell, P.A. from
the Committee as loan repayments on the Conmittee's 1988 April
Quarterly Report. In your answer, identify all evidence presented
to you which caused you to believe that these amounts were loan
repayments including, but not limited to, verbal instructions from
any superior and internal memoranda or written procedures.
Identify who you believed to be the lender(s) to whom the
repayments were being made.

ANSWER: The $600 disbursement from the Committee to HW&J
resulted from payroll deductions made throughout the quarter. The
deductions were credited to HW&J at the instruction of Steve
Anders. Based on information from Mr. Anders, it was my
understanding the "loans" were to be paid off through the payroll
deductions. Mr. Anders further advised me no further substantial



contribattions to candidate s would be mud* until the "loan
repaid. The lenders making the r8auet were the Co -00t
participants as listed in the answer to Question No. 1.
Cmmttee participant had executed a payroll ded "t -.
authorization form. Said forms did not state that the doduot4 _
were to cover loans. Other than these payrolldeutq
authorization forms, and the quarterly reports, to my k novw3
there is n existence no written memoranda, correspondence, wit
procedures, etc. in any fashion pertaining to any subject. 1
communications were verbal from either Mr. Wallace, Mr. RiggMs or-
Mr. Anders.

3. State why, as treasurer of the Committee, you reported a
transfer of $925 from House, Wallace a Jewell, P.A. to the
Committee as a loan on the Committee's 1988 October Quarterly
Report. In your answer, identify all evidence presented to you
which caused you to believe that this amount was a loan, including,
but not limited to, verbal instructions from any superior and
internal memorandum or written procedures. Identify who you
believed to be the lender(s).

ANSWER: I cannot Answer this question as Treasurer of the
Committee as I was not the Treasurer at the time of filing. That
return was filed by J. Cal McCastlain, presently employed by Dover
& Dixon, 425 W. Capitol, Little Rock, AR 72201. During the third

7) quarter, Mr. Wallace, Mr. Riggs or the Committee participants
decided the Committee wanted to make more contributions to

'3 candidates once again in excess of the funds available to the
Committee. I advised Mr. Wallace, Mr. Riggs, Mr. Anders and Mr.
McCastlain there were insufficient funds available to cover the

C- desired contributions and that HW&J had already "loaned" the
maximum allowed under FEC rules. I advised each of those gentlemen
the only way further political contributions could be made was
through increased payroll deductions, when in reality the number of

D Committee participants was decreasing due to dissatisfaction with
the Committee's management and HW&J's management. It was made
clear to me by Mr. Anders, Mr. Riggs and/or Mr. Wallace that I may
not know what I was talking about and that Mr. McCastlain would
look at all applicable regulations to determine if another "loan"
could be made. I know that Mr. McCastlain reviewed the FEC
Guidelines pamphlet, as well as a volume of the United States Code.
After Mr. McCastlain's review, he advised me that the loan could be
made. I advised Mr. Riggs, Mr. Anders and Mr. McCastlain I did not
believe the loan was proper and that I would not sign the October
Quarterly Report and that I resigned as Treasurer of the Committee.
I was instructed by Mr. Anders that I would prepare the October
Quarterly Report, which I believe I may have done, but once again
advised Mr. Anders that I would not sign it. The October Quarterly
Report was signed by Mr. McCastlain. Other than those persons
named in this Answer, I am not sure if any of the remaining
Committee participants were aware of this matter.
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4. State whether the amounts fo Wa ded by way of p*$v "'
deductions which were repoe as contributions on the ott*'R
1988 April Quarterly Report in any way. comprised the loans rs
as received by the Committee on that same report. In your -Wan'l
identify all evidence presented to you which supports o
conclusion including, but not limited to, verbal instructions
any superior and internal memoranda or written procedures.

ANSWERs If I understand your question correctly, the payroll
deductions which were reported on the April, 1988 Quarterly Report
as contributions were only that - deductions reported as
contributions. All "loans" received by the Committee were reported
as "loans", not as payroll deductions or contributions.
Conversely, payroll deductions were used to repay the loans.

5. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the Committee's
1988 October Quarterly Report in any way comprised the loans
reported as received by the Committee on that same report. In your
answer, identify all evidence presented to you which supports your

(N conclusion including, but not limited to, verbal instructions from
0-1 any superior and internal memoranda or written procedures.

0 ANSWER: I cannot Answer this question as Treasurer of the
Committee as I was not the Treasurer at the time of filing. That

7) return was filed by J. Cal McCastlain, presently employed by Dover
& Dixon, 425 W. Capitol, Little Rock, AR 72201. As I stated in

Iq Answer to Question #3, I believe I may have prepared the October,
1988 Quarterly Report. As is clear on that report, I did not sign
that Report. Based on the belief that I prepared the October, 1988

o Quarterly Report, and if I understand your question correctly, the
payroll deductions which were reported on the October, 1988
Quarterly Report as contributions were only that - deductions
reported as contributions. All "loans" received by the Committee

() were reported as "loans",, not as payroll deductions or
contributions. Conversely, payroll deductions were used to repay

- the "loans".

Joanne H. Sorn
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Mr. Anthony Buckley
Federal Election Commission *AMR

999 East Street, N.W.
Washington, D.C. 20463 ,D

Re: MUR 2978/Wallace, Dover & Dixon, P.A.
Political Action Committee and
J. Cal McCastlain as Treasurer

C0 Dear Mr. Buckley:

rEnclosed are my responses to your interrogatories regarding
the above-described matter. As I indicated earlier, the law firm
of Wallace, Dover & Dixon is no longer in operation, and as of

rn March 26, 1990, I will no longer work with any members of that
firm.

C)
As I have explained to you and in my Interrogatories, I had

no role in the activities involved herein. I would like for this
matter to be concluded as soon as possible, and without the mention
of my name in any final order or finding.

You can imagine my frustration with this matter, and the
distraction it causes from my productive work. However, please
consider me as cooperative and willing to assist.

In the event you must correspond with me, please direct all
correspondence to the address shown above. I anxiously await your
finding that I am no longer involved in this matter.

Sincerely,

J. Cal McCastlain

JCM/mke
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transfrs of$2,50,V$30 ats,$2200hy t ose00alla epotedl

P.A. to the Committee as loans on the Comitt0s 1988 April

Quarterly Report.

RESPONSE TO INTERROGATORY NO. 1: I did not begin work with

the law firm of Wallace, Dover & Dixon until July 18, 1988. I have

no knowledge whatsoever of any activities reported in the House,

Vr Wallace & Jewell, P. A. Political Action Committee Quarterly Report

011 of April, 1988.

0 INTERROGATORY NO. 2: State why the Committee reported

disbursements totaling $600 to House, Wallace & Jewell, P.A. from

cthe Committee as loan repayments on the Committee's 1988 April

O Quarterly Report.

RESPONSE TO INTERROGATORY NO. 2: I did not begin work with

C3 the law firm of Wallace, Dover & Dixon until July 18, 1988. I have

no knowledge whatsoever of any activities reported in the House,

Wallace & Jewell, P. A. Political Action Committee Quarterly Report

of April, 1988.

INTERROGATORY NO. 3: State why the Committee reported a

transfer of $925 from House, Wallace & Jewell, P.A. to the

Committee as a loan on the Committee's 1988 Quarterly Report.

RESPONSE TO INTERROGATORY NO. 3: My signing of the Federal

Election Commission Quarterly Report (FEC Form 3X) of October 15,

1988 for Wallace, Dover & Dixon, P.A. Political Action Committee
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Action Committee. ,,ikevis, prior to Oct:ber 14, .198, enther

advised or participated in any fund raising, contributiMons,

accounting, or record keeping conducted by the Wallace. Dover &

Dixon, P.A. Political Action Committee.

Information included in the Federal Election Commission

Quarterly Report of October 15, 1988 by Wallace, Dover & Dixon,

tIn P.A. Political Action Committee represents my interpretation of the

information regarding events that occurred prior to my appointment
0

as Treasurer. The information regarding these events was compiled

prior to my appointment as Treasurer. I did not participate in nor

advise the Political Action Committee in any way prior to October

O 14, 1988.

IThe information contained in the Quarterly Report of October,

1988 was already entered into the report form when the form was

presented to me by the previous Treasurer, Joann Sorn. Ms. Sorn

reviewed the information in the October 1988 report and represented

it to be an accurate representation of the facts. The information

contained in the form was consistent with the type of transactions

represented in the April 1988 Quarterly Report. Given the

representations by Ms. Sorn and the consistency between the

reports, it appeared that the information presented in the October,
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on the committe's 1966 April quart*rly report fn any way oo"Pi

the loans reported as received by the Counitte on that, *E

amount. In your answer, identify all evidence which supports your

conclusion including, but not linited to, internal onoranda or

written procedures, and provide copies of all such documents.

RESPONSE TO INTERROGATORY NO. 4: I did not begin work with

0D the law firm of Wallace, Dover & Dixon until July 18, 1988. I have

no knowledge whatsoever of any activities reported in the House,

Wallace & Jewell, P. A. Political Action Committee Quarterly Report

of April, 1988. Also, the law firm of Wallace, Dover & Dixon, P.A.

is no longer in operation, and I no longer work with any of the

O members of that firm. I resigned as Treasurer of the Committee as

VF of February 3, 1990. The winding down of the firm's business, and

my lack of access to any of the firm's records prevents me from

further supplementing my response.

INTERROGATORY NO. 5: State whether the amounts forwarded by

way of payroll deductions which were reported as contributions on

a Committee's 1988 quarterly report in any way comprised the loans

reported as received by the Committee on that same report. In your

answer, identify all evidence which supports your conclusion

including, but not limited to, internal memoranda or written

procedures, and provide copies of all such documents.
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quarterly aeot that this information aae ob cuae

I wil attest that the information presented in the 1988 October

quarterly report represents my underst'ah ne of the transactions

that had occurred during the previous quotter.

However, I have no direct knowledge of the intent of the law

firm or its partners regarding the information included in the
reports of October 15, 1988. As I indicated in my response to

C)
Interrogatory No. 4, the law firm of Wallace, Dover & Dixon, P.A.

is no longer in business and I resigned as Treasurer of the

oWallace, Dover & Dixon, P.A. Political Action Committee as of

o February 3, 1990. I no longer work with any members of that firm.

V7 I do not have access to any records that can be used to supplement

C) my responses herein.

ADDITIONAL RESPONSE: I had no involvement whatsoever in any

of the activities or transactions reported by the Wallace, Dover

& Dixon, P.A. Political Action Committee quarterly reports of April

and October, 1988. Inasmuch as I never was a shareholder in that

firm, and I never attended a shareholder meeting, I have no direct

knowledge of the intent of that law firm or its shareholders

regarding the operation of the Political Action Committee or

transactions involving the Committee.
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di ently-to cleaup'thismatter. i it ogettable, in.the

least, 'that gives the reason for my appointment as Treasurer, and

the fact that I had no role whatsoever in the activities in

question, that I have been named personally as having violated the

United States Code.

I request that the Commission find that I had no role in these

activities, and that no further action or response is required on

40 my part, and that I not be named in any findings.

o J. Cal McCastlain
5820 Hawthorne

C) Little Rock, AR 72207

IV

co Z . e-" ,7-,-"Z. --
,,/. Cal McCastlain

C)

ISTATE OF ARKANSAS ))
COUNTY OF PuL4kI )

I, J. Cal McCastlain, hereby state on oath that I have read
C, the foregoing Response to Interrogatories and the facts contained

therein are true and correct to the best of my knowledge and
belief.

4. Cal McCastlain

SUBCRI3EDAND SWORN TO bef ore me this ____3_4 - day of
_ 1990.

Notaiy Public
My Commission Expires:
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Dover & Dixon, P. A. on January 22, 1990. All books and records

of the corporation are maintained by Mr. Darrell Dover of the firm

of Dover & Dixon, P. A., 3700 TCBY Tower, Little Rock, Arkansas
72201.

C) Please forward all correspondence to his attention. Thank

you.

Sincerely,

Larry C.Wallace

LCW: trc



aw

in

Dover & *4*'nip A*. (formerly Wallace, )
DOVer b6,. bt:o, ?.A.) ) NR 2978
Wallace, bover & Dixon Political )
Actioll Coimittee and J. Cal fcCastlain, )
as treesuter

o u COuu33' a IMO"

The Office of the General Counsel is prepared to close the

investigation in this matter as to all respondents, based on the

assessment of the information presently available.

Date (
C

CIN
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August 2, 1990

. :

3700 TCSV Y
Littl1 Ro*, ks 7220

RE: MUR 2978
Dover & Dixon, P.A.

Dear Mr. Dover:
4Based on inforation ascertained in the normal course of

C carrying out its supervisory responsibilities, and information
supplied by J. Cal McCastlain, Joanne Sorn and Larry C. Wallace,
on September 1, 1989, the Federal Election Commission found

oD reason to believe that Wallace, Dover & Dixon, P.A. violated
2 U.S.C. S 441b(a), and instituted an investigation in this
matter.

00 After considering all the evidence available to the
Commission, the Office of the General Counsel is prepared to

o recommend that the Commission find probable cause to believe
that a violation has occurred. Because this Office has been
informed that the firm of Wallace, Dover & Dixon, P... has

o been dissolved and that all books and records of that
corporation are now maintained by the firm of Dover &

-- Dixon, P.A, the Office of the General Counsel has substituted
Dover & Dixon, P.A. as the corporate respondent in this matter.

The Commission may or may not approve the General Counsel's
recommendation. Submitted for your review is a brief stating
the position of the General Counsel on the legal and factual
issues of the case. Within 15 days of your receipt of this
notice, you may file with the Secretary of the Commission a
brief (ten copies if possible) stating your position on the
issues and replying to the brief of the General Counsel. (Three
copies of such brief should also be forwarded to the Office of
the General Counsel, if possible.) The General Counsel's brief
and any brief which you may submit will be considered by the
Commission before proceeding to a vote of whether there is
probable cause to believe a violation has occurred.

If you are unable to file a responsive brief within 15
days, you may submit a written request for an extension of time.
All requests for extensions of time must be submitted in writing
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Dover & Dixon, PA, (fotnerly ) IR 2978
Walacoe, Dover Dixon, P.A,), )

z. 55 umGoU3I' a I. CO NS3L.. 31-

I BV I~TNU OF Von C&53

The Wallace, Dover & Dixon Political Action Comitt** 
(tb....

"Committee") and J. Cal XcCastlain, as treasurer, vore efterred

to the Office of the General Counsel 
by the Reports Analysis

Division ("RAD") for receiving loans from the Committee's

connected organization, Wallace, Dover & Dixon, P.A. (the

"firm"), now Dover & Dixon, P.A.,1 in violation of 2 U.S.C.

S 441b(a). The Committee had reported the receipt of three

loans totalling $5,020 from the firm between January 5, 1988 and

February 24, 1988, and the receipt of yet another $925 loan from

the firm on August 9, 1988. The Committee also reported making

21 repayments to the firm between March 1, 1988 and April 20,

1989.

On September 1, 1989, the Commission found reason to

believe that the firm had violated 2 U.S.C. 5 441b(a) by making

corporate contributions to the Committee. This Office received

responses to this finding on October 16, 1989, in which Larry C.

Wallace, the managing partner of the firm, requested that the

1. On April 2, 1990, this Office was informed that the firm of
Wallace, Dover & Dixon, P.A. has apparently been dissolved and
that all books and records of that corporation are now maintained
by Mr. Darrell Dover of the firm of Dover & Dixon, P.A. It thus
appears that Dover & Dixon, P.A. is the successor firm and,
accordingly, it has been substituted as the corporate respondent
in this matter.

0

0

ar
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of reason to believe, yS Vin rrot.

According to r HO. Wllace'saffidavit, the 1988 ApVi and -

October Quarterly Reports were in error to the extent they

indicated that the firm loaned funds to the Committee, and to

fl the extent they indicated that the Committee was repaying the

o firm for any such loans. As Mr. Wallace explained, "If unds

contributed to the PAC and the subject of such reports actually

represent personal contributions to the PAC by the Shareholders

of the Firm," and the shareholders "funded their respective

0 contributions by receiving advances from the Firm." Further,

"[ilnstead of writing separate checks to each Shareholder, the

) Firm merely acted as an agent for each Shareholder and forwarded

-- the Shareholders' contributions to the PAC in lump sums. Those

contributions were intended to be actual contributions to the

PAC and not loans. Likewise, the PAC was not required, nor

expected, to repay those contributions." Finally, as regards

these transactions, Mr. Wallace stated that the "Shareholders

repaid their respective advances through subsequent payroll

deductions. The Shareholders have paid these amounts in full

from their personal funds."

Subsequently, on January 30, 1990, the Commission rejected

Respondent's request that it take no further action and, because
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A response was received frcom .eMorn on March 5, 1999.,

She stated that "[loans, of $2,500, $300 and $2,200 from IRoe,
Wallace & Jewell, P.A.)2 to the Committee were made to fund the

'0 Committee's contributions to candidates from January, 1988 to

0 March, 1988. These (loans] were necessary because the Committee

checking account had insufficient funds for all desired

CD
candidate contributions for the quarter." Ms. Sorn continued by

saying that the Committee account was normally funded through

o payroll deductions, but that what had been received from payroll

I deductions had been insufficient to cover the desired

0 contributions for that quarter. "The transfers/loans were to be

- repaid through continued payroll deduction of the Committee

participants." Ms. Sorn stated further that the loan of $925

from the firm to the Committee which was reported on the 1988

October Quarterly Report was handled in a similar fashion, with

the Committee wanting to make contributions for which it had

inadequate funds. As a result, the firm again lent monies to

the Committee for the purpose of making these contributions, and

the Committee again repaid these loans through monies received

2. House, Wallace and Jewell, P.A. is the predecessor law firm to
Wallace, Dover & Dixon, P.A.
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1990. Dover 4 i *i0o*, P.A. has not r*spond Respondent has

not changed its ocight natLon occurred

and that the Co"Pi'.ion *hauld toke no further action.

'Ti.

Pursuant to 2 U.S.C. S 441b(a), it is unlawful for any

N- corporation to make a contribution in connection with a federal

election. Included within the definition of contributions are

loans. 2 U.S.C. S 441b(b)(2). Pursuant to 2 U.S.C.

5 441b(b)(2)(C), a corporation may legally participate in

financing federal political activity by setting up a separate

0 segregated fund and soliciting voluntary contributions to that

qW fund. While a connected organization may pay the administrative

o costs of its separate segregated fund, for such payment to be

legally sufficient the connected organization must either pay

the expenses directly or deposit funds in an account segregated

from voluntary contributions received by the fund. See, e.g.,

MUR 1544.

On its 1988 April Quarterly Report, the Committee reported

three loans from its connected organization: a January 5, 1988

3. Ms. Sorn claims that she did not believe that the loans
reported on the 1988 October Quarterly Report were permissible.
Her understanding, however, was not based on the fact that illegal
corporate contributions were involved, but rather on the belief
that the firm "had already 'loaned' the maximum allowed under FEC
rules."
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reported &RA gst 9, 1988 loan from its connected organis-atio - n

in the amount of 4925. As the response of Joanne Born sakes

clear, these loans were not used for the one legitimate purpose

allowed of transfers from a corporation to its separate

segregated fund, i.e., payment of the administrative costs of

the Committee. Instead, they were used directly by the

CO Committee to make contributions in the absence of sufficient

O) voluntary contributions. The other two affidavits submitted do

not dispute this. Accordingly, the making of these corporate
C)

loans constituted a violation of 2 U.S.C. S 441b(a). This
Office recommends that the Commission find that there is

o probable cause to believe that Dover & Dixon, P.A. violated

qq 2 U.S.C. S 441b(a) by making corporate contributions totalling

O: $5945.

1III. GENERAL COUNSEL'S RECORRENDATIONS

1. Find probable cause to believe that Dover & Dixon, P.A.
violated 2 U.S.C. S 441b(a).

Date awrence M. oble
" General Counsel
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Politicioaltte

Little Rockt AR 12201

RE: IMR2916
Wallacoe', Dove r & Dixon
Political Actiont committee
and J. Cal McCastlain, as

0% treasurer

C) Dear Mr. McCastlain:

Based on information ascertained in the normal course of

rcarrying out its supervisory responsibilities, and information
supplied by J. Cal McCastlain, Larry C. Wallace and Joanne Sorn,

qq on September 1, 1989, the Federal Election Commission found

reason to believe that the Wallace, Dover & Dixon Political
co Action Committee ("Committee") and 3. Cal McCastlain, as

treasurer, violated 2 U.S.C. 5 441b(a), and instituted an
0 investigation in this matter.

qW After considering all the evidence available to the

o:) Commission, the Office of the General Counsel is prepared to

recommend that the Commission find probable cause to believe

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

addition, because the Office of the General Counsel has been

informed that the Committee's connected organization is no

longer known as Wallace, Dover & Dixon, P.A., and because the

Committee has not changed its name, the Office of the General

Counsel is further prepared to recommend that the Commission

find probable cause to believe that a violation of 2 U.S.C.

S 433(c) has occurred.

The Commission may or may not approve the General Counsel's

recommendation. Submitted for your review is a brief stating

the position of the General Counsel on the legal and factual

issues of the case. Within 15 days of your receipt of this

notice, you may file with the Secretary of the Commission a

brief (ten copies if possible) stating your position on the

issues and replying to the brief of the General Counsel. (Three

copies of such brief should also be forwarded to the Office of

the General Counsel, if possible.) The General Counsel's brief

and any brief which you may submit will be considered by the
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Should you have any questions, please contact Tony Buckley,
the attorney assigned to this matter, at (202) 376-8200.
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Enclosure
Brief

0

C-3



I n the Hat tor of,)

&Wallace, D 201o1 SAion Comittee .2 . ~

Th conceWanzati, on, Wallace, Dover Dl Acixon CoAmi(tee(

"firm"), now Dover & Dixon, P.A.,' in violation of 2 U.S.C.

S 441b(a). The Committee had reported the receipt of three

loans totalling $5,020 from the firm between January 5, 1988 andco
o February 24, 1988, and the receipt of yet another $925 loan from

IV the firm on August 9, 1988. The Committee also reported making

C) 21 repayments to the firm between March 1, 1988 and April 20,

- 1989.

011 On September 1, 1989, the Commission found reason to

believe that the Committee violated 2 U.S.C. S 441b(a) by

accepting corporate contributions. This Office received the

responses to this finding on October 16, 1989, in which

Respondents requested that the Commission find that no violation

1. On April 2, 1990, this Office was informed that the firm of
Wallace, Dover & Dixon, P.A. has apparently been dissolved and
that all books and records of that corporation are now maintained
by Mr. Darrell Dover of the firm of Dover & Dixon, P.A. It thus
appears that Dover & Dixon, P.A. is the successor firm.
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that he was not treasurer when any of the violations occurred.

According to Mr. Wallace's affidavit, the 1988 April and

October Quarterly Reports were in error to the extent they

indicated that the firm loaned funds to the Committee, and to

the extent they indicated that the Committee was repaying the

firm for any such loans. As Mr. Wallace explained, "[flunds

contributed to the PAC and the subject of such reports actuallyccO
0 represent personal contributions to the PAC by the Shareholders

IV of the Firm," and the shareholders "funded their respective

C: contributions by receiving advances from the Firm." Further,

-"[i~nstead of writing separate checks to each Shareholder, the
Firm merely acted as an agent for each Shareholder and forwarded

the Shareholders' contributions to the PAC in lump sums. Those

contributions were intended to be actual contributions to the

PAC and not loans. Likewise, the PAC was not required, nor

expected, to repay those contributions." Finally, as regards

these transactions, Mr. Wallace stated that the "Shareholders

repaid their respective advance's through subsequent payroll

deductions. The Shareholders have paid these amounts in full

from their personal funds."
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A response was received f-ro Ms. Born on March 5, 1990.

n, She stated that "[loans) of $2,500, $300 and $2,200 from [House,

Wallace & Jewell, P.A.J2 to the Committee were made to fund the

Committee's contributions to candidates from January, 1988 to

March, 1988. These [loans) were necessary because the Committee

checking account had insufficient funds for all desired

o candidate contributions for the quarter." Ms. Sorn continued by

saying that the Committee account was normally funded through

C) payroll deductions, but that what had been received from payroll

-- deductions had been insufficient to cover the desired
01\ contributions for that quarter. "The transfers/loans were to be

repaid through continued payroll deduction of the Committee

participants." Ms. Sorn stated further that the loan of $925

from the firm to the Committee which was reported on the 1988

October Quarterly Report was handled in a similar fashion, with

the Committee wanting to make contributions for which it had

inadequate funds. As a result, the firm again lent monies to

2. House, Wallace and Jewell, P.A. is the predecessor law firm to
Wallace, Dover & Dixon, P.A.
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A separate resposse va* 'received -frVon, r. Ec g, a

March 27, 1990. se stated. that he has no knowledge Qf tho

violations, as he was not involved with:. the Comaitt*i ..at the

times they occurred.4  mt. UcCastlain also claims: to v

resigned as treasurer on February 3, 1990, but no atot od

Statement of organization reflecting a change in the treasurer

has been received. No party has changed its original assertion

that no violation occurred and that the Commission should take

no further action.

II. ANALYSIS

Pursuant to 2 U.S.C. 5 441b(a), it is unlawful for any

O political committee to knowingly accept a contribution from a

corporation. Included within the definition of contributions

C) are loans. 2 U.S.C. 5 441b(b)(2). Pursuant to 2 U.S.C.

5 441b(b)(2)(C), a corporation may legally participate in
ON

financing federal political activity by setting up a separate

segregated fund and soliciting voluntary contributions to that

3. Ms. Sorn claims that she did not believe that the loans
reported on the 1988 October Quarterly Report were permissible.
Her understanding, however, was not based on the fact that illegal
corporate contributions were involved, but rather on the belief
that the firm "had already 'loaned' the maximum allowed under FEC
rules."

4. Mr. McCastlain's assertions as to lack of culpability are
questionable since he signed the October 1988 Quarterly Report as
treasurer, and since Ms. Sorn states that she prepared that report
after being told by Mr. McCastlain that the loan reported therein
was legal.
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the expenses diectly or d*p60it't*nds in an acount segregated

from voluntary contributions received by the fund.. See, ..-

HUR 1544.

Pursuant. to 2 U.S.c. S 432(e)(5), the name of any separate

segregated fund must include the name of its connected

organization. Pursuant to 2 U.S.C. S 433(c), a change in

to information previously submitted in a statement of organization

-- of a political committee, including the name of that committee,

must be submitted to the Commission no later than ten days after

the date of the change.

On its 1988 April Quarterly Report, the Committee reported

O three loans from its connected organization: a January 5, 1988

loan in the amount of $2,500; a February 8, 1988 loan in the

13 amount of $300; and a February 24, 1988 loan in the amount of

- $2,220. On its 1988 October Quarterly Report, the Committee
reported an August 9, 1988 loan from its connected organization

in the amount of $925. As the response of Joanne Sorn makes

clear, these loans were not used for the one legitimate purpose

allowed of transfers from a corporation to its separate

segregated fund, i.e. payment of the administrative costs of

the Committee. Instead, they were used directly by the

Committee to make contributions in the absence of sufficient

voluntary contributions. The other two affidavits submitted do

not dispute this. Accordingly, the acceptance of these
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that the firm O f W4-4 ',povor * n , - no .longer,

and has been Ceplmio & O*zon, V.A. No amendmentm i t4

the Committee*s stot"ent of orguiiation renaming the Committee
has been received by the Commission. This Office recommends.

that the Commission find that there is probable cause to belteve

that the Wallace, Dover & Dixon Political Action Committee and

J. Cal McCastlain, as treasurer, violated 2 U.S.C. S 441b(a) by

accepting corporate contributions totalling $5,945, and violated

2 U.S.C. S 433(c) by failing to amend the statement of

organization to reflect a new name for the Committee.

III. GENERAL COUNSEL' S RECORRENDATIONS

1. Find probable cause to believe that the Wallace, Dover &
Dixon Political Action Committee and J. Cal McCastlain, aso treasurer, violated 2 U.S.C. SS 433(c) and 441b(a).

Date ' (awrence M. NK General Counsel
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K.Lawrence M. Noble
General CounselTE
Federal Election Commission

N 999 3 Street, NW..
Washington, D.C. 20463

Re: I4UR 2978
Dover & Dixon, P.A.

Dear Mr. Noble:

I just received your letter dated August 2, 1990 regarding
your recommendation that the Federal Election Commission find

C:) probable cause that a violation of the Federal election laws has
occurred.

The information contained in the second paragraph of your
CD letter is incorrect. Although the law firm of Wallace, Dover &

Dixon, P.A. is in the process of liquidation, it has not been
dissolved and the books and records of that corporation are not

01, being maintained by the firm of Dover & Dixon, P.A. In fact, Dover
& Dixon, P.A. is a professional corporation which was formed on
February 1, 1990, and is only one of three law firms formed by
former shareholders of Wallace, Dover & Dixon, P.A.

Since this is the first information we have received regarding
this matter, we will need additional time to file a responsive
brief. Your letter indicated that the Office of General Counsel
would grant extensions of up to 20 days to file such a responsive
brief. We request the maximum extension, which we will need to
investigate the facts contained in your letter and attached brief.



Mr. Lawrence H. Noble
August 7, 1990
Page Two

Specifically, we will need copies of the three affidavits
mentioned in your letter which were supplied by J. Cal McCastala*,
Joanne Born and Larry C. Wallace. You also indicated that you had
received information on April 2, 1990 that Dover & Dixon, P.A. was
the successor law firm to Wallace, Dover & Dixon, P.A., whichis
not correct. Please send me a copy of the information you obtained
on April 2, 1990 if it is in writing, and if it is not in writing
please send me a letter detailing how the information was received
and the substance of any telephone conversations.

cO I will look forward to your response.

Sincerely,

Darrell D. Dover

C

qqcc: Mr. Tony Buckley

(D



August, 10, 1990

Mr. Lawrence M. Noble pGeneral Counsel

Federal Election Conmission
Washington, D.C. 20463

RE: NUR 2978, Wallace, Dover & Dixon Political Action

Committee and J. Cal McCastlain as Treasurer

Dear Mr. Noble:

I am in receipt of your letter of August 2, 1990 regarding the
above-described matter. I am hereby requesting the maximum
extension of time allowed for responding to your letter. Also, I

)request the opportunity to review any and all information you have
regarding this matter. Please forward to me at the above address
any and all information regarding this matter, including, but not
limited to, any information submitted by Larry C. Wallace and
Joanne Sorn.

0
I look forward to your response.

Sincerely,
_

J. Cal McCastlain

JCM/vdv
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MMa 2978
Dover & Dixon, -
Wallace, Dover 4 iMXon Wolitieal Action
Committee and j. -4 I-- *cCAst alkli, as',trealurer
Requests for Discoavy. tria....
Egxtenlsions of Ti.e

I. ~SACKGROND

On August 2, 1990, this Office mailed the General Counsel's

Brief and letter to Darrell Dover, Esq., a named partner of

Respondent Dover & Dixon, P.A. The Commission had:originally
found reason to believe against Wallace, Dover & Dixon, P.A.,

but substituted Dover a Dixon, P.A as the corporate respondent
when the Commission was informed that Wallace, Dover & Dixon,

P.A. had been dissolved and that its books and records were

being maintained by the firm of Dover & Dixon, P.A. The letter

and brief informed Mr. Dover that this Office is prepared to

recommend the Commission find probable cause to believe that

Respondent violated 2 U.S.C. S 441b(a). On August 8, 1990, this

Office received a letter from Mr. Dover on behalf of Respondent.

Also on August 2, 1990, this Office mailed the General

Counsel's Brief and letter to J. Cal McCastlain, treasurer of

Respondent Wallace, Dover & Dixon, P.A. A letter was received

in this Office from Mr. McCastlain on August 13, 1990.

Ii. ANALYSIS

In his letter, Mr. Dover disputes that Respondent Dover &

Dixon, P.A. is the successor firm to Wallace, Dover and Dixon,

P.A. and that the books and records of Wallace, Dover and Dixon,

P.A. are being maintained by this Respondent. In this regard,

Mr. Dover requests (1) that this Respondent be sent copies of

0

0



certain disciovery mate riale q***at*4'in ti ~t
thetishpbtwente w i .
Respondeat be-give*q . af.0 extensi of |e Of .Y*2*"i
receipt of those mterials to', respvo m 0 th0 ne
Sri. This Off ico has identified Uho toll liE lit)
responsive to Mr. Dover's request: th o tter an4d >S
affidavit submitted on October 13, 1909 by Larry C. ,

letter and accompanying affidavits submitted on Oct*
by j. cal McCastlaini the interrogatory responses of
MeCastlain and Joanne Sorn; and the March 27, 1990 1
Larry C. Wallace. These documents are attached here
Attachment 3.

I ,*- SA *'

Mr. McCastlain has requested (1) the opportunity to review
any and all information regarding this matter, and (2) an
extension of time of the maximum amount to respond to the
General Counsel's Brief.

In S.E.C. v. O'Brien, 467 U.S. 735 (1984), the Supreme
Court determined that an administrative agency is not required
to inform the target of an investigation of actions taken in
furtherance of that investigation. Broadly read, O'Brien would
seem to support the notion that the Commission is not obrigated
to provide Respondent with the requested documentation.

Although neither Respondent appears to be legally entitled
to the requested information, this Office believes that the
request of Respondent Dover & Dixon, P.A. should nevertheless be
granted. Since, in our view, the two law firms are one and the
same, Dover & Dixon, P.A. should be provided the documents
previously submitted on behalf of Wallace, Dover & Dixon, P.A.
as a matter of fairness. Additionally, for this Respondent to
have a proper understanding of this matter, this Office believes
that the other materials requested, namely the interrogatory
responses of J. Cal McCastlain and Joanne Sorn and the
subsequent letter of Larry C. Wallace, should also be provided.
At a minimum, providing these materials will enable Dover &
Dixon, P.A. to clarify the relationship between the two firms,
if any. However, the Wallace, Dover & Dixon Political Action
Committee and J. Cal McCastlain, as treasurer, have not
demonstrated any special circumstances which justify the release
of investigatory materials to them. Accordingly, this Office
believes that their request should be denied.

Both Respondents will understandably require additional
time to construct their responses in light of the Commission's
action. Accordingly, this Office further recommends that the
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2. Deny the dicvery request of J. ,Cal -.c astlaia:n

3. Grant an -ztoosin of 20 days fro gRespondents' receipts of
the Comission's notification letters.

4. Approve the appropriate letters.

Attachaents
1. August 7, 1990 letter

C4 2. August 10, 1990 letter
3. Documents requested by

(N Dover & Dixon, P.A.

Staff assigned: Tony Buckley

C)
qw
0
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I, Rarjorie W. Nmons, Secretary of the Federal Slection

Commission, do hereby certify that on August 31, 1990, the

Commission decided by a vote of 5-0 to take the following

actions in NUn 2978:

1. Authorize the Office of the General
Counsel to provide the requested
material to Dover & Dixon, P.A.

C)
2. Deny the discovery request of

J. Cal McCastlain.

0 3. Grant an extension of 20 days from
Respondents' receipts of the
Conission's notification letters.

0 1

(continued)



4. Approve the appropriate letters, as
recommended in the Oeneral Counsel's
nemorandUm dated August 20, 1990.

Comissioners Elliott, Josefiak, McDonald, RcGarry, and

Thomas voted affirmatively for the decision; Commissioner

Aikens did not cast a vote.

Attest:

Date

Received in the Secretariat:
Circulated to the Commission:
Deadline for vote:

Rorie W. Emmons
Secre ry of the Commission

Wed., August 29, 1990 11:14 a.m.
Wed., August 29, 1990 4:00 p.m.
Fri., August 31, 1990 4:00 p.m.

o~



RE: RUR 2978
Wallace, Dover & Dixon
Political Action Committee
and J. Cal McCastlain, as
treasurer

0) Dear :r. EcCastlain:

This is in response to your letter dated August 10, 1990,
which we received on August 13, 1990, requesting an extension
of time in which to respond to the General Counsel's Brief

O recommending that the Federal Election Commission find probable
cause to believe that the Wallace, Dover & Dixon Political
Action Committee and you, as treasurer, violated 2 U.S.C.
I 441b(a), and further requesting certain materials from the
Commission's investigatory files. After considering the

O circumstances presented in your letter, the Commission
has rejected your request for discovery materials, but has

Vr granted the requested extension. Accordingly, your response is
due 20 days from your receipt of this letter.

(7
__ If you have any questions, please contact Tony Buckley, the

attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel



LttloZ .Ock, Aksa 72201

RE: NUR 2978

Dover & Dixon# P.A.

Dear Mr. Dover:

SO This is in response to your letter dated August 7, 1990,.

which we received on August 8, 1990, requesting an extension of
20 days to respond to the General Counsel's Brief recommnding

that the Federal Election Commission find probable cause to

believe that Dover & Dixon, P.A. violated 2 U.S.C. S 441b(a),

o and further requesting certain materials from the Commission's

investigatory files. After considering the circumstances
presented in your letter, the Commission has granted the

request for documents. The Commission has identified the

following documents as responsive to your request: letter and

o accompanying affidavit submitted on October 13, 1989 by Larry C.

Wallace; letter and accompanying affidavits submitted on

IOctober 13, 1989 by 3. Cal McCastlain; letter and interrogatory

responses submitted on March 2, 1990 by Joanne Sorn; letter and

interrogatory responses submitted on March 23, 1990 by J. Cal

McCastlain; and the March 27, 1990 letter of Larry C. Wallace.

oLikewise, the Commission has granted your request for an

extension of time in which to respond. Accordingly, your

response is due 20 days from your receipt of this letter.

If you have any questions, please contact Tony Buckley, the

attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel

Enclosures
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Secretary
Federal Blection Commission
999 020 Street, N.W.
Washington, D.C. 20463
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Re: NOR 2978
Dover & Dixon, P.A.

Dear Sir or Madame:

Please find enclosed an original and ten copies of a Reply
Brief on behalf of Dover & Dixon, P.A. in the above matter.

By copy of this letter, we are also sending three copies of
the enclosed Reply Brief to the Office of the General Counsel, as
requested by the General Counsel's letter dated August 2, 1990
addressed to Mr. Darrell Dover.

Please contact me if anything further is needed at this time.

Sincerely,

DOVER & DIXON, P.A.

John B. Peace

JBP/mke

Enclosures

cC: Mr. Darrell Dover

Mr. Tony Buckley 
/

Office of the General Counsel

q~3-

0
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Respondent, nor any of its directors, shareholders or officers,

00 has any firsthand knowledge regarding the facts contained in the

General Counsel's Brief. Accordingly, the Respondent will not

attempt to respond to any of the statements alleged by the General

Counsel regarding violations allegedly committed by the Wallace,

CO0 Dover & Dixon Political Action Committee (the *Committee"). The

C0 purpose for filing this reply brief is simply to lodge our

Iobjection to the Respondent being substituted as the corporate

C3 respondent in place of Wallace, Dover & Dixon, P.A.

The Respondent was incorporated in Arkansas on February 1,
CK

1990. Attached hereto and labeled Exhibit A, is a copy of the

Certificate of Incorporation. Also attached hereto as Exhibit B

is a Certificate of Good Standing from the Arkansas Secretary of

State noting that Wallace, Dover & Dixon, P.A. is a valid

corporation and presently in good standing in the State of

Arkansas.
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jOea e of evidathe oa of D£e.oarsupplied bth
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GearalCouselIs-oltter dsted *Xeh 21#, 1990 from LarX7 C

Wallace to Ms. Lig: 0- Lerner, WMWsk tat" th tatllbooks- and

rehcords oofWallae aDo Dover & DixonP.A*.- . vobeing maintained

Kr. Darrell Dover of the firm Of Dover &Dixonl.A While that

statement in Itself is not correct, even if it was accurate It

would not be sufficient to sustain an argmn that the Respodn

is a "successor" to Wallace, Dover & Dixon, P.A.

0" on January 31, 1990, the Board of Directors and the

Shareholders of Wallace, Dover & Dixon, p.A., voted to have the

corporation cease the active practice of law as of the close Of

business on January 31, 1990, and to continue as an entity for the

sole purpose of liquidating assets, paying debts, and doing such

o other acts and things as necessary in accordance with the Arkansas

IV Corporate Code. The corporation was not dissolved. Since January

C-3 31, 1990, the corporation has in fact been liquidating its assets

and applying the proceeds to the payment of various debts of the

corporation. A three person committee consisting of Darrell Dover,

Dean Overstreet and Charles Reynolds was named to supervise the

orderly liquidation of assets and payment of debts.

Subsequent to January 31, 1990, several of the former

shareholders of Wallace, Dover & Dixon, P.A. established new and

distinct law practices. Three of the larger groups establishing

such practices were the Respondent (having nine shareholders which



Were former3ly sbo& ders ofn A*O

Wallace &Cata~P&adCt6s0 & Ountow, o Mose of these

law firms is: a esUOOeeor* to Wallace, Dov D ixonVA

on July 30, 90,te ttadtug aqeatof~jt Wallace Dovq.

& Dixon, P.A. filed FBC Form 3X with te Fedtal Eletion

Commission, noting that the Committee M cash on hand of

approximately $3,00. The Federal lection Commission was notified

that the residual funds of the Committee would be paid to Wallace,

Dover & Dixon, P.A. as the sponsoring employer of the Committee.

Subsequent to filing that report, the Respondent received the

0 general counsel's letter dated August 2, 1990 and attached brief.

In light of that development, the Respondent understands that the

liquidating agents have decided to refrain from disbursing any
C)

funds of the Committee pending a resolution of this matter. If a

fine is to be levied, it should be levied against the Committee or

o against Wallace, Dover & Dixon, P.A., but not against the

qRespondent.

C)

II. ANALY 74-

The General Counsel correctly states that, under 2 U.S.C.

§441b(a), it is unlawful for any corporation to make a contribution

in connection with a federal election. However, the General

Counsel clearly states that it was Wallace, Dover & Dixon, P.A.

which made such payments to the Committee, and not the Respondent.



transactions.

1.,Dover a:Dixon. Pi.A. should be dii,,S as a -one

in this matte.

2. Wallace, Dover & Dixon. P.A. should be maed -as the r

connected organization to the Wallace, Dover & Dixon Political

Action Committee.

DATE:

DOVER & DI

By:

425I

~ Litt
(501

B. veace
r & Dixon, P.A.
i. Capitol, Suite 3700
:le Rock, AR 72201
) 375-9151
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ARTICLES OF INCRPORATION

DOVER & DIXON, P.A.

Original Articles filed:
February 1, 1990
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Corporation Act and the. asiesCorp"o other

certifies as follows:

1. The name of the corporation is Dover & Dix.on, R._.

2. The'nature of the business of the corporatiLon and the

objects or purposes to be transacted, promoted or carried on by it,

fv) are as follows:

(a) To own, operate, and maintain an establishment for the

rendering of legal services;

(b) To conduct any other business enterprise not contrary to

law;

(c) To buy, sell, lease, use, develop, mortgage, improve and

C:) otherwise deal in and dispose of all types of real or

personal property in connection with the conduct of

business enterprise carried on by the corporation; and

(d) To exercise all of the powers enumerated in the Arkansas

Professional Corporation Act and the Arkansas Business

Corporation Act.

3. The period of existence of this corporation shall be

perpetual.

4. The registered office of this corporation shall be

located at 425 West Capitol, Suite 3800, Little Rock, Arkansas



each.

6. The umbot Wrat, i th iniLtial Board
of Directors *hall be oft

7. All sh .xwsheIbe etitled to cumulate their

votes for Directors.

8. The corpoxation.elects to have preemptive rights.

IV 9. The President and Seceatary of the corporation shall have

the authority on behalf of the corporation to enter into any

contract between the corporation and all of its shareholders (a)

vivos, by inheritance or testamentary gift). hypothecation or other

disposition of its shares; (b) granting purchase options to the

o corporation or its shareholders with respect to its shares; or (c)

Vr requiring the corporation or its shareholders to purchase such

(7 shares upon stated contingencies.

10. No contract entered into by this corporation shall be

invalid or unenforceable because of the interest of any Director

in the contract, either directly or indirectly.

11. To the fullest extent permitted by the Arkansas Business

Corporation Act as it now exists or may hereafter be amended, a

Director of this corporation shall not be liable to the corporation

or its shareholders for monetary damages for breach of fiduciary

duty as a Director.

f irm. ksm
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ot ottic@ Ad~rese of the incorporator is.,

Nam u

Darrell D. DoEr 425 West Capitol, Suite 3800
Little Rock, Arkansas 72201

14. All of the officers, directors and shareholders of this

corporation shall at all times be persons licensed to practice law

in the State of Arkansas.

SIGNED this - day of . 1990.

Darrell D. Dover
Incorporator
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CETIFICATE OF GOOD STAND*G

OF A

DOMESTIC CORPORATION

1, Bill McCuen, Secretary of State of the State of Arkansas, and as such, keeper of the
records of domestic and foreign corporations, do hereby certify that the records of this

7office show:

IVLLACE DOVER & DIZOKl P.A.

co a corporation chartered under the laws of the State of hZK*38A
filed Articles of Incorporation AVG= 29, 1980

C)
I further certify that as far as the records show, this corporation is at this time char-

tered and in good standing, having met all the requirements governing a domestic cor-
poration in this State.

-- In Testimony Whereof, I have hereunto set my hand and official seal, on this, the
(1 26TH day of SK lMF , 1() 90

V. J. "BI"
W J. "Ilill' McCucn..Sccretar, tit Slaw

by:
Co~rpitration,, Diviioi

C-2!R¢e4 10-1-88



rst Commerial ~tilding

Little Rock, rkaas 172201

October 2, 1990 HAND DELIVERED

Mr. Anthony Buckley
Federal Election Commission '
999 E Street, N.W.
Washington, D.C. 20463

Re: Wallace, Dover & Dixon Political Action Committee, anV
J.Cal McCastlain, as Treasurer; No. MUR 2978

Dear Mr. Buckley:

Attached hereto is my response to the General Counsel's brief
submitted to the Federal Election Commission. Please let me know
if you need any additional information.

Sincerely,

J. Cal McCastlain

JCM/ad
enclosureCD
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WALLACI, DOMR & DXON
POLITICAL ACTIONC- XE and

*J CAL 4CCASTLAZN, as Treasurer 1No.MR , 0

9PsNBR OF J. CAL MCCASTLAI

I, J. Cal KcCastlain, do hereby swear and affirm that the

following facts are true and correct to the best of my belief and

knowledge:

~FACTS

1. The office of General Counsel ("General Counsel") for the

C:) Federal Election Commission ("Commission") has informed me that it

'0has recommended that the Commission find probable cause to believe
that I, as former Treasurer of the Wallace, Dover & Dixon Political

o
Action Committee ("PAC"), have violated 2 U.S.C. SS433(c) and

441b(a). (See Exhibit 1.) I vehemently deny that I have violated

_- any provision of the United States Code, and in particular, I have

011 not violated any provisions of the Federal Election Laws or

Regulations thereto.

2. The General Counsel asserts that the PAC received illegal

loans from Wallace, Dover & Dixon, P.A. ("Firm"), the PAC's

connected organization. The General Counsel asserts that these

loans occurred between January 5, 1988 and February 24, 1988, and

that another loan occurred on August 9, 1988.

3. As I stated in my Affidavit of October 11, 1989, and in

* my response to interrogatories dated March 23, 1990, I did not



4. On oct:oberL 24, 2988, Z r C. Wallace, t:he Firm's

managing partner, appointed me as Tresuer- for the PAC. (See

Exhibits 5, 6, 7, and 8.) Prior to such appointment, I did not

participate in or have any knowledge of any of the business affairs

of the PAC. My signing of the Federal Election Commission

0 Quarterly Report (FEC Form 3X) of October 15, 1988 for the PAC on

October 14, 1988 was my first act as Treasurer for the PAC. The

Report was accompanied by a Statement of Reorganization dated

'October 15, 1988, further indicating that it was not until such

date that I became Treasurer. (See Exhibit 9.)

C) 5. My first knowledge that the PAC even existed came when I

was informed that I was going to be appointed as its Treasurer.

The previous Treasurer, Joanne Sorn, came to my office on or about

October 13, 1988 and informed me that I was to be appointed

Treasurer of the PAC. In doing so, she gave me a few booklets with

information on FEC Rules and Regulations. She informed me that she

was preparing a Quarterly Report that the PAC would have to issue

the next day, and that she would explain the items in the Report.

I then went to confirm this matter with Larry C. Wallace, the

Firm's managing partner. Mr. Wallace confirmed that I would be the

newly appointed Treasurer for the PAC. He indicated he preferred
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department, Ono:in p rticu'larly by: I Born* Be did notmu~~
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needed review.

6. Soon thereafter I received a phone call from Ms. Sorn.

She asked the generic question of whether repayments by a political

action committee on its outstanding loan from a lender counted

against the total amount such lender could loan the political

action committee. She did not indicate whether she was concerned

about past or future loans. She did not express any concern about

what constituted a proper lender or any other issues, and she did

not give me any facts. This is further corroborated by Ms. Sorn's

* testimony where she expresses concern only for loan limits. (See

Exhibit 10, Interrogatories 3 and 5.) Using information Ms. Sorn

O had recently provided, I made the limited determination that

IV repayments of a political action committee loan would not count

(D against that lender's loan limit to that political action

committee. I provided this information to Ms. Sorn. But I did not
CN

review any PAC transactions with her, or anyone else, and I was not

involved in any discussions as to whether or how this information

might apply to the PAC.

7. The generic loan limit question was the only inquiry of

any kind I ever received regarding election issues. I never

advised Ms. Sorn on any matters regarding the PAC. I never opined

on the propriety of any matters regarding the PAC. Further, Ms.
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of my appointment end presented the infoml ion in the October 1948'.

Report,

8. Further, I did not participate in any manner in any

meeting, discussion, or conversation with or among Joanne Sorn,

Larry C. Wallace, and/or anyone else, regarding the PAC. Moreover,

except for allegations made by Ms. Sorn in her response of March 5,

C14 1990, I am not aware that such a meeting ever took place. If Ms.

Sorn did have such a meeting with anyone, I question whether it

occurred before or after the occurrence of the transactions in

'issue. Ms. Sorn never indicated to me that she had refused to sign

Cthe reports for any reason. She never indicated to me that she had

0 any reservations whatsoever about signing the reports. She

IV indicated that I was to be appointed Treasurer simply because I was

the newest associate with the Firm. Ms. Sorn's allegations

implicating me in this matter are blatant lies.

9. Ms. Sorn was a staff employee of the firm and surely has

a right to defend herself in this matter. But she has no reason to

implicate me. I simply was not involved in any of the matters in

issue. Her accusations against me, and her failure to advise me of

the alleged meetings on these issues are most distasteful. If such

meetings or discussions did occur, then Mr. Wallace's failure to
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10. Information included&in the M &I z lection coNR±Si~ifte

Quarterly Report of october 15s. ?y the PAC repeent. .

interpretation of information regardinqV wnts that occurred prior..

to my appointment as Treasurer. The i mtion regarding these

events was compiled prior to my appointmot as Treasurer. T h *

information contained in the Quarterly Report of October, 1988 was

already entered into the Report Form when the Form was presented to

me by Ms. Sorn. Ms. Sorn herself corroborates the fact that she

prepared the report that I signed. (See Exhibit 10,

Interrogatories 3 and 5.)

11. Ms. Sorn reviewed the information in October, 1988 Report

.with me and represented it to be an accurate representation of the

facts. She matter of factly explained that the PAC had borrowed

C) from the Firm during the earlier part of 1988 and that it was then

utilizing payroll deductions to repay the Firm. She made no

mention of any reservations on her part, or otherwise indicate that

these transactions might be improper. The information contained in

the October, 1988 Report was consistent with both (1) the type of

transactions reported in the April, 1988 Quarterly Report and (2)

the facts presented by Ms. Sorn. Given the representations by Ms.

Sorn and the consistency between the reports, it appeared that the

information presented in the October, 1988 Report accurately

represented the manner in which the various transactions occurred

during the quarter ending September 30, 1988.
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of the transactions nOw in isue.

13. I had no olection law experience prior to my appointment

as Treasurer. Given the representations of Mr. Wallace and Ns.

Sorn, and the apparent course of conduct reported in the* matters,

I had every reason to believe that the transactions in the April,

1988 Report and October, 1988 Report were proper. Inasmuch as

transactions in issue occurred prior to my appointment as

Treasurer, I was never confronted with how to insure that PAC had

adequate funds, or the need to opine on loan transactions. My

* first awareness of any question regarding PAC transactions came

through letters of April 5, 1989 from Mr. Todd S. Hageman of the

O Reports Analysis Division. (See Exhibit 11.) You will note that

his letters were addressed to Joanne Sorn, who was Treasurer during

the period in which the transactions in issue took place, but she

no longer worked for the Firm.

14. In response to Mr. Hageman's letters, I attempted to

clarify this matter. Since I was an associate attorney, I did not

know whether the Firm's shareholders had discussed how the PAC was

funded. Mr. Wallace indicated that the transactions in issue were

never intended to be loans from the Firm. But all the information

I could obtain from the Firm's accounting department treated the

transactions as loans. Further, I was unable to determine whether
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my inability to find supporting: int"io t to uphold the loans,Z

concurred with the Comission's I - if that amounts appearing

as loans from the Firm should be repidto the Firm. I confirme

the repayment in a letter of April 20, 1900. I further clarified

the repayment process in my letter of .w e 2, 1989. (See Exhibits

12 and 13.)

M 15. I responded to all correspondence from the Commission

promptly and in cooperative fashion. Further, inasmuch as I could

not find favorable information, I directed repayment of what

'appeared to be outstanding balances of the transactions in issue.

Such repayment was consistent with Mr. Hageman's recommendations,

O as well as the directives found at 11 CFR 103.

IV 16. In its brief to the Commission at page 2, the General

oCounsel indicates that I joined Larry C. Wallace in contending that

information contained in the PAC's reports was an error. The

General Counsel is not correct in this assertion. Larry C. Wallace

takes issue with the PAC's reports. All of my responses in this

matter have mentioned only my role as Treasurer and items about

which I have direct knowledge. Inasmuch as the transactions in

issue occurred prior to my being appointed Treasurer, I have

clarified that I have no knowledge whatsoever about the Firm's

intentions, or the extent to which the reports in issue do not
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17. Mr. Wallace and I do join in asserting the fact that'Z

was appointed Treasurer well after the transactions in isu

occurred,. and that submitting the October, 1988 Report was my first

act as Treasurer. He also corroborates my lack of participation in

the administration of the PAC and the Firm.

*1 18. The law firm of Wallace, Dover & Dixon, P.A. ceased its

law practice during the final days of January 1990. To the extent

it was necessary, I submitted my formal resignation as Treasurer of

* the PAC effective February 1, 1990. (See Exhibit 14.) Liquidating

oagents for the Firm have since filed the PAC's Termination Report

0 with the Commission, which also indicates that I am no longer

Treasurer. (See Exhibit 15.) After the Firm ceased doing

oD business, I continued to work with some of the former members of

the Firm. But on March 26, 1990 I began working with a law firm

separate and apart from Wallace, Dover & Dixon, P.A. and any of its

former members. This was a personal career choice I made freely.

19. During the period in which I was the appointed Treasurer,

to the best of my knowledge, the PAC did not conduct any activity.

Since the PAC was controlled by shareholders of the Firm, I concede

the fact that there may have been some activity without my

knowledge. All that was required of me was to submit the reports
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20. Given the representations of I. Wallace and Ms. Sorn and_

information in previously prepared repart, I had no reason to

review actions taken prior to my appoe t. Thus, it was not

until Mr. Hageman's letters of April 5, 1989 that I had any reason

to be concerned about PAC transactions. Upon realizing that there

were questions regarding some of the transactions, I promptly

attempted to resolve this matter.

Lack of Culpability. The General Counsel asserts that I

o personally have violated the United States Code. A review of the

facts shows that this allegation is completely unfounded. The

facts conclusively show that all of the transactions in issue

occurred prior to my being appointed Treasurer of the PAC.

Further, all but one of the transactions occurred before I was even

employed by the Firm. The transaction of August, 1988 occurred

well before I was even aware that the PAC existed.

As for the information submitted in the October, 1988 Report,

which I signed, I again assert that the information contained

therein was consistent with the information presented to me by

Joanne Sorn regarding the transactions of that quarter. Further,*
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what had transpira Further, th4s event had in fact occurred

prior to my appointment as Trasurer. I cod not do anything to

change the nature of those transactions, whatever they may have

been. The only choices I had vere 1) report my understanding of

the facts, or 2) submit a report that was contrary to my

co understanding of the facts. I signed a report that reflected facts

as I understood them. Any representations other than those

contained in the report would have been a misrepresentation of my
C3.understandings.

Obviously, there appears to be a difference of opinion as to

o what did transpire, or what was supposed to have transpired.

Unfortunately, I cannot offer direct testimony on this matter. I

can only attest that the report I executed on October 14, 1988

accurately reflected my understanding of what had already

transpired. Again, I had no role whatsoever in any of these

transactions.

Throughout this matter, I have responded promptly and

cooperated fully with the Commission. Further, all of my actions

have been consistent with the responsibilities of a Treasurer

promulgated in 11 CFR 103. Upon learning there was an issue, I

immediately attempted to clarify the matter. When I could not find
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Election Laws,tb Osission thquld furthr find that I ax not a

proper respi -p in, this *zttr. Likewise,, I should be romoved

from this xatter,and I should not be naexed in any way in the

formal resolution of this matter.

I understand- that I an named as a respondent herein as a

matter of Commission policy. I understand the premise and wisdom

0of this policy. However, as with any wise policy, it must provide

flexibility for instances where it is determined that facts do not

warrant the application of such policy. For instance, the policy

.herein should provide flexibility when it is determined that (1)

the policy would cause an improper respondent to be named, (2) a

O more appropriate respondent could be named, or (3) the policy

IV would cause an injustice.

C) In this regard, it is clear that I am not a proper respondent

because (1) I was not involved in the PAC during the time in which

the transactions in issue occurred, (2) I have no direct knowledge

of those matters, (3) I am no longer Treasurer, (4) I am no

longer associated with the PAC in any way, (5) I was never a

principal in the Firm, and (6) while serving as Treasurer, all my

actions were proper. The transactions, and the dates thereof, are

readily identified, as are the persons directly involved.

Moreover, a great injustice is occurring by including me in this
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Surely the Commission does not seeka result or intend to

crOate an environmet that encourages current or replacement

Treasurers to rearrange or distort the facts of prior events so a

to avoid suspicious reports. That will surely be the result if the

Commission holds current Treasurers responsible for the acts of

others simply because the current Treasurer is the current

0 individual of record. Why would any responsible person assume the

role of Treasurer if they are subject to being found culpable for

the acts of others? I take very seriously the certification

.language in the FEC Form 3X whereby the Treasurer certifies that

CO the report is true, correct and complete to the best of my

O knowledge. Yet, I am being punished for taking the only correct

IV action available to me.

The Commission is not justified in finding me responsible for

acts that were clearly the acts of others. The injustice is

furthered by the fact that I was not associated with the matter

herein. The Commission is not justified in continuing to name me,

in any form or fashion, to a proceeding in which I have no

involvement. The injustice is again furthered after it is made

clear that matters in issue occurred prior to my involvement with

the PAC, and these proceedings continue to name me long after I

terminated my association with the PAC.
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RE: NUR 2978
Wallace, DOver & Dixon
Political Action Committee
and J. Cal McCastlain, as

C4 treasurer

Dear Mr. McCastlain:

Based on information ascertained in the normal course of
o carrying out its supervisory responsibilities, and information

supplied by J. Cal McCastlain, Larry C. Wallace and Joanne Sorn,
on September 19 1989, the Federal Election Commission found
reason to believe that the Wallace, Dover & Dixon Political
Action Committee ("Committee") and J. Cal McCastlain, as

o treasurer, violated 2 U.S.C. S 441b(a), and instituted an
investigation in this matter.

qq
After considering all the evidence available to the

C Commission, the Office of the General Counsel is prepared to
recommend that the Commission find probable cause to believe

-- that a violation of 2 U.S.C. S 441b(a) has occurred. In
addition, because the Office of the General Counsel has been
informed that the Committee's connected organization is no
longer known as Wallace, Dover & Dixon, P.A., and because the
Committee has not changed its name, the Office of the General
Counsel is further prepared to recommend that the Commission
find probable cause to believe that a violation of 2 U.S.C.
S 433(c) has occurred.

The Commission may or may not approve the General Counsel's
recommendation. Submitted for your review is a brief stating
the position of the General Counsel on the legal and factual
issues of the case. Within 15 days of your receipt of this
notice, you may file with the Secretary of the Commission a
brief (ten copies if possible) stating your position on the
issues and replying to the brief of the General Counsel. (Three

* copies of such brief should also be forwarded to the Office of
the General Counsel, if possible.) The General Counsel's brief
and any brief which you may submit will be considered by the
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Since;

General Counsel

Enclosure
Brief

m)

0



In the &11

Wal lace, o~ a Dixon liic#iNR 297-8Action Comittee nd Cl .... astlain+ )
as treasu'rer

GENERLCOUNSEL'S BRIZEF
I. STENN. OF lr CS

The Wallace, Dover & Dixon Political Action Committee (the
"Committee") and J. Cal NcCastlain, as treasurer, were referred
to the Office of the General Counsel by the Reports Analysis
Division ("RAD") for receiving loans from the Committee's

Ln connected organization, Wallace, Dover & Dixon, P.A. (the

-- 1."firm"), now Dover & Dixon, P.A., in violation of 2 U.S.C.
O s 441b(a). The Committee had reported the receipt of three

loans totalling $5,020 from the firm between January 5, 1988 and
0O February 24, 1988, and the receipt of yet another $925 loan from0

the firm on August 9, 1988. The Committee also reported making
21 repayments to the firm between March 1, 1988 and April 20,

- 1989.

On September 1, 1989, the Commission found reason to

believe that the Committee violated 2 U.S.C. S 441b(a) by
accepting corporate contributions. This Office received the
responses to this finding on October 16, 1989, in which
Respondents requested that the Commission find that no violation

1. on April 2, 1990, this Office was informed that the firm ofWallace, Dover & Dixon, P.A. has apparently been dissolved andthat all books and records of that corporation are now maintainedby Mr. Darrell Dover of the firm of Dover & Dixon, P.A. It thusappears that Dover & Dixon, P.A. is the successor firm.
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reports, which served as theo sis fOr the.Coiion' findig

of reason to believe, was in error. Respondents further

endeavored to relieve Rr. ,ECastlain of any liability by noting

that he was not treasurer when any of the violations occurred.

According to Mr. Wallace's affidavit, the 1988 April and

to October Quarterly Reports were in error to the extent they

indicated that the firm loaned funds to the Committee, and to

the extent they indicated that the Committee was repaying the

* firm for any such loans. As Mr. Wallace explained, "[flunds

00 contributed to the PAC and the subject of such reports actually

O represent personal contributions to the PAC by the Shareholders

qW of the Firm," and the shareholders "funded their respective

0D contributions by receiving advances from the Firm." Further,

"[i~nstead of writing separate checks to each Shareholder, the

Firm merely acted as an agent for each Shareholder and forwarded

the Shareholders' contributions to the PAC in lump sums. Those

contributions were intended to be actual contributions to the

PAC and not loans. Likewise, the PAC was not required, nor

expected, to repay those contributions." Finally, as regards

these transactions, Mr. Wallace stated that the "Shareholders

repaid their respective advance's through subsequent payroll

* deductions. The Shareholders have paid these amounts in full

from their personal funds."
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occurr~e, the Coma s~ion also authorized intetrogatories and

requstforpcoductib. of docume.at to b sent to the firm, the

Committee,, and Joaun ~rn, he rae'r treasurer of the

Committee.

A response was received from Ms. Sorn on March 5, 1990.

NShe stated that *(loans) cf $2,500, $300 and $2,200 from (House,

Wallace & Jewell, P.A.]2 to the Committee were made to fund the

Committee's contributions to candidates from January, 1988 toC)
S March, 1988. These [loans] were necessary because the Committee

checking account had insufficient funds for all desired

C) candidate contributions for the quarter." Ms. Sorn continued by

Wsaying that the Committee account was normally funded through

C payroll deductions, but that what had been received from payroll

deductions had been insufficient to cover the desired

contributions for that quarter. "The transfers/loans were to be

repaid through continued payroll deduction of the Committee

participants." Ms. Sorn stated further that the loan of $925

from the firm to the Committee which was reported on the 1988

October Quarterly Report was handled in a similar fashion, with

the Committee wanting to make contributions for which it had

inadequate funds. As a result, the firm again lent monies to

2. House, Wallace and Jewell, P.A. is the predecessor law firm to
Wallace, Dover & Dixon, P.A.
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A separate respon votc** cereived trot Mr. McCastlain on

March 27, 1990. fe stated that he his no knowledge of the ....

violations, as I as not involved with the Committee at the

4times they occutred. Mr. McCastlain also claims to have

resigned as treasurer on February 3, 1990, but no amended

Statement of organization reflecting a change in the treasurer

has been received. No party has changed its original assertion

that no violation occurred and that the Commission should take

no further action.
C3
.II. ANALYSIS

oO Pursuant to 2 U.S.C. 5 441b(a), it is unlawful for any

O political committee to knowingly accept a contribution from a

qW corporation. Included within the definition of contributions

C) are loans. 2 U.S.C. 5 441b(b)(2). Pursuant to 2 U.S.C.

S 441b(b)(2)(C), a corporation may legally participate in
cK

financing federal political activity by setting up a separate

segregated fund and soliciting voluntary contributions to that

3. Ms. Sorn claims that she did not believe that the loans
reported on the 1988 October Quarterly Report were permissible.
Her understanding, however, was not based on the fact that illegal
corporate contributions were involved, but rather on the belief
that the firm "had already 'loaned' the maximum allowed under FEC
rules."

4. Mr. McCastlain's assertions as to lack of culpability are
* questionable since he signed the October 1988 Quarterly Report as

treasurer, and since Ms. Sorn states that she prepared that report
after being told by Mr. McCastlain that the loan reported therein
was legal.
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Pursuant to 2 U.S.C. 5 432(e)(5), the name of any separate

segregated fund must include the name of its connected

organization. Pursuant to 2 U.S.C. S 433(c), a change in

4information previously submitted in a statement of organization

of a political committee, including the name of that committee,

must be submitted to the Commission no later than ten days after

the date of the change.

On its 1988 April Quarterly Report, the Committee reported

C) three loans from its connected organization: a January 5, 1988

IV loan in the amount of $2,500; a February 8, 1988 loan in the

C amount of $300; and a February 24, 1988 loan in the amount of

$2,220. On its 1988 October Quarterly Report, the Committee

reported an August 9, 1988 loan from its connected organization

in the amount of $925. As the response of Joanne Sorn makes

clear, these loans were not used for the one legitimate purpose

allowed of transfers from a corporation to its separate

segregated fund, i.e. payment of the administrative costs of

the Committee. Instead, they were used directly by the

Committee to make contributions in the absence of sufficient

* voluntary contributions. The other two affidavits submitted do

not dispute this. Accordingly, the acceptance of these
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the Committee's statie ,t of org*nixation renaing the oi*.tte -

has been received by the Cmis'slon. 'thfis Qffic-erecommends

that the Commission findthat there is probable cause to believe

that the Wallace, Dover G Dixon Political Action. Committee and

J. Cal McCastlain, as treasurer, violated 2 U.S.C. S 441b(a) by

0% accepting corporate contributions totalling $5,945, and violated

2 U.S.C. 5 433(c) by failing to amend the statement of

organization to reflect a new name for the Committee.

.III. GENERAL COUNSEL'S RECOMMENDATIONS

1. Find probable cause to believe that the Wallace, Dover &
Dixon Political Action Committee and J. Cal McCastlain, as

C) treasurer, violated 2 U.S.C. 55 433(c) and 441b(a).

Date



.... d, doheb .... affirm:
lo a. to the beat of4koedge and .3

1. Iboom w orz ing as an associate, in the law iR*,Wallace, Dover &Dxo, ,.A. on July 18, '1988. Prior to tht,I was on active duty in. the United States Army, assigned to
Judge Advocate-GeneraI 'S Corps (JAGC).

2. My signing of the Federal Election Commission Quarterly
Report (FEC Form 3X) of October 15, 1988 for the Wallace, Dovw &Dixon, P.A. Political Action Committee on October 14, 1988 wakl myfirst act as Treasurer for that Political Action Committee. Prior
to the date of October 14, 1988 I did not participate in or have
any knowledge of any of the business affairs of the Wallace, Dover& Dixon, P.A. Political Action Committee. Likewise, prior to
October 14, 1988, I neither advised nor participated in any fund
raising, contributions, accounting, or record keeping conducted by
the Wallace, Dover & Dixon, P.A. Political Action Committee.

3. Information included in the Federal Election CommissionQuarterly Report of October 15, 1988 by the Wallace, Dover & Dixon,
P.A. Political Action Committee represents my interpretation of theinformation regarding events that occurred prior to my becoming
Treasurer. The information regarding these events was compiledo prior to my becoming Treasurer. I did not participate in nor
advise the Political Action Committee in any way prior to October

0O 14, 1988.

4. I am not a shareholder in the law firm of Wallace, Dover& Dixon, P.A., and I have never attended a meeting of that firm's
shareholders or Board of Directors. Therefore, I have no directknowledge of the intent of the law firm or its partners regarding
the information included in the reports of October 15, 1988.

co
5. Inasmuch as I was neither a party to such report, noro employed by Wallace, Dover & Dixon, P.A. on April 15, 1988, I have

no knowledge whatsoever, whether direct or indirect, of the Federal
Election Commission Quarterly Report (FEC Form 3X) of April 15,
1988, or the information included therein.(3

6. Upon learning that there was a question as to the
propriety of the transactions reported in the Quarterly Reports of011 April 15, 1988 and October 15, 1988, I took immediate action to
resolve the issue. (See attachments.)

J. CAL MCCASTLAIN

STATE OF ARKANSAS )

COUNTY OF P01__" )

SUBSCRIBED AND SWORN to before me a Notary Public this H
day of ____, 1989.

Notary Public

My Commission Expire:

- -. Th3



Mr. Anthony Buckley
Federal Election Cosmission
999 East Street, H.W.
Washington, D.C. 20463 CO

Re: MUR 2978/Wallace, Dover & Dixon, P.A.
0Political Action Comittee and

J. Cal McCastlain as Treasurer

Dear Mr. Buckley:

4Enclosed are my responses to your interrogatories regarding

the above-described matter. As I indicated earlier, the law firm

of Wallace, Dover & Dixon is no longer in operation, and as of

March 26, 1990, I will no longer work with any members 
of that

0 firm.

As I have explained to you and in my Interrogatories, 
I had

no role in the activities involved herein. I would like for this

matter to be concluded as soon as possible, and without 
the mention

of my name in any final order or finding.

You can imagine my frustration with this matter, and the

distraction it causes from my productive work. However, please

consider me as cooperative and willing to assist.

In the event you must correspond with me, please 
direct all

correspondence to the address shown above. I anxiously await your

finding that I am no longer involved in this matter.

Sincerely,

J. Cal McCastlain

JCM/mke
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Quarterly Report.

RESPONSE TO INTERROGATORY NO..1: I did not: begin woek with

the law firm of Wallace, Dover & Dixon until July 18, 1986. I have
no knowledge whatsoever of any activities reported in the House,

q) Wallace & Jewell, P. A. Political Action Committee Quarterly Report

-- of April. 1988.
INTERROGATORY NO. 2: State why the Committee reported

disbursements totaling $600 to House, Wallace & Jewell, P.A. from

the Committee as loan repayments on the Committee's 1988 April

0
Quarterly Report.

QD RESPONSE TO INTERROGATORY NO. 2: I did not begin work with

- the law firm of Wallace, Dover & Dixon until July 18, 1988. I have

C4 no knowledge whatsoever of any activities reported in the House,

Wallace & Jewell, P. A. Political Action Committee Quarterly Report

of April, 1988.

INTERROGATORY NO. 3: State why the Committee reported a

transfer of $925 from House, Wallace & Jewell, P.A. to the

Committee as a loan on the Committee's 1988 Quarterly Report.

RESPONSE TO INTERROGATORY NO. 3: My signing of the Federal

* Election Commission Quarterly Repot(FeC Form 3X) of October 15,

1988 for Wallace, Dover & Dixon, P.A. Political Action Committee



dS4 ~ ~ri@±ate in r SA% Y

seiness affairs ot the wallac#al ~ #44'I. oik4

Action Committee. 0 iiSew*o prit i, 1980 z neither

*dvized or participated inan * contiuin

accounting* or record keeping Col" the Wallace, Dover &

Dixon. P.A. Political Action COMit .

information included in the Pedera1 Election Commission

Quarterly Report of October 15, 1968 by Wallace, Dover & Dixon.

N0 P.A. Political Action Committee represents my interpretation of the

information regarding events that occurred prior to my appointment

C as Treasurer. The information regarding these events was compiled

prior to my appointment as Treasurer. I did not participate in nor
c

advise the Political Action Committee in any way prior to October

14, 1988.

O The information contained in the Quarterly Report of October,

-- 1988 was already entered into the report form when the form was

presented to me by the previous Treasurer, Joann Sorn. Ms. Sorn

reviewed the information in the October 1988 report and represented

it to be an accurate representation of the facts. The information

contained in the form was consistent with the type of transactions

represented in the April 1988 Quarterly Report. Given the

representations by Ms. Sorn and the consistency between the

reports, it appeared that the information presented in the October,



lotiE. 4 'the amount' forwax4
by way 'of:: 00 li-d,40twions which veptnda cnrbui*

on the co-mittele's I 4 .ril qurterl e, tin'i any way co ptsed.

the loans reported as received br: the Committee on that some
amount. In your Onevxidentif ym41eidence which supports your

conclusion including, but not limited to, internal memoranda or

written procedures, and provide copies of all such documents.

RESPONSE TO iN- flflA3_RY NO, 4: I did not begin work with

Nthe law firm of Wallace, Dover & Dixon until July 18, 1988. I have

- no knowledge whatsoever of any activities reported in the House,

) Wallace & Jewell, P. A. Political Action Committee Quarterly Report

of April, 1988. Also, the law firm of Wallace, Dover & Dixon, P.A.

is no longer in operation, and I no longer work with any of the

members of that firm. I resigned as Treasurer of the Committee as

C) of February 3, 1990. The winding down of the firm's business, and

-- my lack of access to any of the firm's records prevents me from

further supplementing my response.

INTERROGATORY NO. 5: State whether the amounts forwarded by

way of payroll deductions which were reported as contributions on

a Committee's 1988 quarterly report in any way comprised the loans

reported as received by the Committee on that same report. In your

answer, identify all evidence which supports your conclusion

including, but not limited to, internal memoranda or written

£procedures, and provide copies of all such documents.



1 o~response to Zntejto 2? No. 3 the ±f 'n j~.itd in

October 1966' quartetly report had boon cqs"'Lli4 MA wtered ±nt~

the report when presented to me. I can oni attest, to the foo t

that given the explanation by the previouis Treasure and earlier

quarterly reports that this information appeared to be accurate.

I will attest that the information presented in the 1988 October

quarterly report represents my understandings of the transactions

that had occurred during the previous quarter.

However, I have no direct knowledge of the intent of the law

'0 firm or its partners regarding the information included in the

reports of October 15, 1988. As I indicated in my response to

Interrogatory No. 4, the law firm of Wallace, Dover & Dixon, P.A.

q* is no longer in business and I resigned as Treasurer of the

Wallace, Dover & Dixon, P.A. Political Action Committee as of

IV February 3, 1990. I no longer work with any members of that firm.

C: I do not have access to any records that can be used to supplement

- my responses herein.

ADDITIONAL RESPONSE: I had no involvement whatsoever in any

of the activities or transactions reported by the Wallace, Dover

& Dixon, P.A. Political Action Committee quarterly reports of April

and October, 1988. Inasmuch as I never was a shareholder in that

firm, and I never attended a shareholder meeting, I have no direct

knowledge of the intent of that law firm or its shareholders

regarding the operation of the Political Action Committee or

O transactions involving the Committee.



the I&t~~* ~b 4~i~% ,4*ria~

on uxe that the U64~~Wyt ,4o laws

least. that given the reason for my appointtat as Treasurer*and

the fact that I had o*o ole whatsoever in the activities, in

question, that I have ben named personal1y ashaving violated the

United States Code.

I request that the Commission find that I had no role in these

activities, and that no further action or response is required on

NO my part, and that I not be named in any findings.

J. Cal McCastlain
0 5820 Hawthorne

Little Rock, AR 72207
40

O -J. Cal McCastlain

() STATE OF ARKANSAS ))
COUNTY OF PuL-4SKI )

I, J. Cal McCastlain, hereby state on oath that I have read
the foregoing Response to Interrogatories and the facts contained
therein are true and correct to the best of my knowledge and
belief.

, /"- .y .°----.

J. Cal McCastlain

SUBSCRI ED AND SWORN TO before me this - day of
_2 ,1990.

Notary Public
My Commission Expires:



2. On October 14,'*.1b i 5 t surer for the
Wallace, Dover & Dixon, P.A* PolitialAtii itte

3. Prior to October4,J, t.val WeCastjlain never
participated in, perfor"eday work for, or attended any meetings
of the Wallace, Dover & Dixon, P.A. Political Action Cotmittee.

4. J. Cal McCastlain1a first act as Treasurer for the
Wallace, Dover & Dixon, P.A. Political Action Committee was
submitting to the Federal Election Commission the Quarterly Report
(FEC Form 3X) of October 15, 1988 for the Wallace, Dover & Dixon,
P.A. Political Action Committee. Information contained in those
reports represents events that occurred prior to Mr. McCastlain's
appointment as Treasurer for the Wallace, Dover & Dixon, P.A.
Political Action Committee. Such information was also compiled and
reported prior to Mr. McCastlain's appointment.

5. J. Cal McCastlain has never attended a meeting of the
O Shareholders of Wallace, Dover & Dixon, P.A., or its Board of

Directors.
0

6. In summary, J. Cal McCastlain had no role whatsoever in
any of the actual matters included in the Quarterly Reports (FEC
Form 3X) of April 15, 1988 and October 15, 1988 submitted by the
Wallace, Dover & Dixon, P.A. Political Action Committee.

Larry C. Wallace

STATE OF ARKANSAS )) ss..Ss

COUNTY OF P )

SUBSCRIBED AND SWORN to before me a Notary Public this .L
day of c,c- - , 1989.

Notary Public

My Commission Expire:



IN T113S &lt OF

POLITIzCAL AMYOK O~*Iand
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1,, Darrell D. Dover,, do hereb swear and affirm that the

following facts are true to the best of my knowledge and belief:

co 1. 1 an a former shareholder in the Law Firm of Wallace,

Dover & Dixon, P.A., Little Rock, Arkansas, (OFirm") which has

ceased the practice of law and is winding down its business

* affairs. I have become aware that the Federal Election Commission

(OCommission*) is conducting an inquiry into activities of the

0 Wallace, Dover & Dixon Political Action Committee ("PACO). In its

Ipursuit of these matters, the Commission's General Counsel has

named J. Cal McCastlain as having personally violated certain

provisions of Federal Election Laws. I have been further informed
CK

that the Commission's inquiry and these alleged violations concern

PAC transactions that occurred between January 5, 1988 and February

24, 1988, and another transaction that occurred on August 9, 1988.

2. J. Cal McCastlain was not employed with the Firm until

July 18, 1988. Prior to starting with the Firm, Mr. McCastlain was

on active duty with the United States Army and stationed in

Alexandria, Virginia. Thus, any attempt to associate Mr.

o(

/ 4



JUX* is 4,04

resoastlti s tUS it lky th lack

Of familiArity WALb, RR. oilt would

bethat Mr. KotC od n ntsa W* 1igVtton to

participate in aay mtto0 VAt C P *orb sAW~taisttation

of the Firm.

4. The Fimse m-,agiaqpaon , La:ry C. Wallaces was

0in complete control of all matters and decisions having to do with

'0the PAC. I have no knowledge of when Mr. Wallace appointed Mr.

NeCastlain as Treasurer, but I would think it likely that such.appointment was not made until several months after Mr. MoCastlain

began to work for the Firm.

o 5. J. Cal MoCastlain was an associate attorney throughout

qW his tenure with the Firm, and he never attended a meeting of the

CO Firm's shareholders or its Board of Directors.

6. Throughout his tenure with the Firm, Mr. McCastlain

displayed a high level of competence and integrity, as I would

surely expect. Of the attorneys I have come to know, and know of,

in over thirty years of practice, I hold Mr. McCastlain in very

high regard.

7. The Commission's finding that Mr. McCastlain was involved

in any way, or finding that he is in any way culpable in this

matter, would be totally inconsistent with the facts, and it would

wd&d.cac



*erve a g~

named inan

COUNY OF PULUSKI)

SUBS W3J~DSWOBNM to bet ore mer, a Not",
day of 1990,X~

NY COMMISSION RIPIRIB:0

CY)

wd&d. cuc



,,.~W -7 7 7 + i!

IN YHu NMYU Ct W
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I, Philip 3. Dixon, do horebry wswear and af firm that the

following facts are true to the best of my knowledge and belief:

1. I am a former shareholder in the Law Firm of Wallace,

Dover & Dixon, P.A., Little Rock, Arkansas, (wFirmo) which has

ceased the practice of law and is winding down its business. affairs. I have become aware that the Federal Election Commission

("Commission") is conducting an inquiry into activities of the

0 Wallace, Dover & Dixon Political Action Committee (*PACO) In its

qW pursuit of these matters* the Commission's General Counsel has

O named J. Cal McCastlain as having personally violated certain

provisions of Federal Election Laws. I have been further informed

that the Commission's inquiry and these alleged violations concern

PAC transactions that occurred between January 5, 1988 and February

24, 1988, and another transaction that occurred on August 9, 1988.

2. J. Cal McCastlain was not employed with the Firm until

July 18, 1988. Prior to starting with the Firm, Mr. McCastlain was

on active duty with the United States Army and stationed in

Alexandria, Virginia. Thus, any attempt to associate Mr.



551
of famili*t* AjhRheP$ * oinion Would,

be that uM, S Rstla" in :~ Mposition to

participat.i* an' mateAir t~~the*admnitstration

of the Firm.

4. Tho Firm'sa thamanaingpI a~ Larry C. Wallace, was

in complete control of all matters and decisions having to do with

the PAC. I have no knowledge of when Mr. Wallace appointed Mr.

McCastlain as nreasurer, but I would think it likely that such

appointment was not made until several months after Mr. McCastlain

began to work for the Firm.

5. J. Cal McCastlain was an associate attorney throughout

his tenure with the Firm, and he never attended a meeting of the

Firm's shareholders or its Board of Directors.

6. Throughout his tenure with the Firm, Mr. McCastlain

displayed a high level of competence and integrity, as I would

surely expect. Of the attorneys I have come to know, and know of,

in over thirty years of practice, I hold Mr. McCastlain in very

high regard.

7. The Commission's findina that Mr. McCastlain was involved

in any way, or finding that he is in any way culpable in this

matter, would be totally inconsistent with the facts, and it would

wd&d.cnc
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STATZ OF AIKANSAS)
) 3'

CONTY OF PULASKI)

SU SM% v!a AMD S!O to before e, a Notary Public, thisa
day of WOR_ to , 1990.

NOTARY PUBLIC

MY COMMISSION ,XPIRES:

O vd&d. cac 3
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I, John B. Peace, do hereby swear and aftf irm, that the

following facts are true to the best of my knowledge and belief:

1. 1 an a former shareholder in the Law Firm of Wallace,

Dover & Dixon, P.A., Little Rock, Arkansas, ("Firm"), which is now

in the process of winding down its business affairs. I have become

' aware that the Federal Election Commission ("Commission") is

conducting an inquiry into activities of the Wallace, Dover & Dixon

Political Action Committee ("PAC"). In its pursuit of these

qW matters, the Commission's General Counsel has named J. Cal

C:) McCastlain as having personally violated certain provisions of

Federal Election Laws. I have been further informed that the

Commission's inquiry and these alleged violations concern PAC

transactions that occurred between January 5, 1988 and February 24,

1988, and another transaction that occurred on August 9, 1988.

2. J. Cal McCastlain was not employed with the Firm until

July 18, 1988. Prior to starting with the Firm, Mr. McCastlain was

on active duty with the United States Army and stationed in

Alexandria, Virginia. Thus, any attempt to associate Mr.

0 :; : ': ii ; r



3. AS for -tb* t rps atoo, L "Of t t9. t hat ti*
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responsibilities the Vir01,04d. i amasociAt s e his lack
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that Mr. Uocastlain was in -no position Io participate in any

matters involving the PAC or ad tratii of the Firm. Here too,

any attempt to associate Mr. ]eccstlain with this transaction is

erroneous.

t.) 4. While I do not have direct knowledge of the exact date

on which Mr. McCastlain was appointed as Treasurer of the PAC, from

all I have been able to determine, such appointment was not made

until several months after Mr. McCastlain began to work for the

nFirm. Mr. McCastlain was assigned to the corporate section of the

O firm, as was I, and I was assigned as his "mentor". Mr. McCastlain

arrived at the Firm as a capable attorney; the mentor arrangement

was merely to facilitate his becoming familiar with the Firm, its

organization, and its personalities. Mr. McCastlain reported to
0I.

me and informed me of all of his projects. We also worked together

on a daily basis. I do not recall the exact date, but Mr.

McCastlain did inform me of his appointment as Treasurer of the

PAC, which, as I recall, was several months after he was employed

by the firm. He indicated that his understanding of the

appointment included the submission of reports that were to be

compiled by the Firm's accounting department.



displaet d a hgh lvl of a i intgrity, as .

surely expect. Ot the attorneyw I have came to know.. and know oft

in my thirteen years of practice 1 hold Mr. McCastlain in, vety

high regard.

7. The Commission's finding that Mr. NcCastlain was involved

in anyway, or finding that he is in any way culpable in this

%0 matter, would be totally inconsistent with the facts, and it would

serve a great injustice. Likewise, Mr. McCastlain should not be

named in any disposition of this matter.

0

0
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: S. TYPE OF COMMITmeE chwslr~u)':'
i; o (.i This commk ee Is prhseph mpi fl u..- E--. le th,.e,. C...mnddi S Wiflo.J .. ; ...

o b) This commtttae is mea afir e smtw nd I Oepf~p Cnpeatecniaelfr a.~

O3 If) This committee sappsppo u P~l more tha e er ___d_______d___NOT ________ mgea nd noT an pautho omad t e

[ I il i i 

aIll-

6. Nameof A~ynameilof Apdidete) R

Pary

6. Nametat w Zp oft A6donetdMligAdes nMO~to

Wallace, Dover & Dixon 3800 TCBY .Tower Bldg. SponsoringSLittle Rock, AR 72201 Organiat&on

If the registering political committee has identified a "connected oranization" above, p indicate type of organiztion:O bhporitn Corporation wo Capital Stock C)Labor OrganizatIon .1 MeeIp Organization 03 Trade Association O Cooperative

.Coglodlan of Records: Identify by name, address (phone number - optional) and position, the person in possession of comm ittee bosk and.-

Full Name Mailing Addre ind ZIP Code Title or Positio

0,,Cal McCastlain 3800 TCBY Tower, Little Rock Treasurer

(c) his mm~tee !--,; oly oe cndido &WIs NT a au"o/be "Awllo

8. Treasurer: List the name and address (phone number - optional) of the treasurer of the committee; and the name and address of any designated
agent (e.g., assistant treasurer).

Full Name Mailing Address and ZIP Code Title or Position

- Cal McCastlain Same as above Treasurer

9. Banks or Other Depositories: List all banks or other depositories in which the committee deposits funds, holds accounts, rents safety deposit boxes
or maintains funds.

Name of Bank, Depository, etc. Mailing Address and ZIP Code

First Commercial Bank, N.A. Capitol at Broadway
Little Rock, AR 72201

I certify that I have examined this Statement and to the best of my knowledge and belief it is true, correct and complete.

)t Cal Mc'Caqilain y d -gi l0l /aType or Print Name of Treasurer / SIGNATURE OF TREASURER Date

NOTE: Submission of false, erroneous, or incomplete information may subject the person signing this Statement to the penalties of 2 U.S.C. §4379.

For further information contact: Federal Election Commission, Toll Free 800-424-9530, Local 202-523-4068
11FEC FORM 1 (3180)



Mr. Anthony Buckley -:

Federal Election C..u•.S ..
Washington, D.C. 20463 C' -

Re: MUR 2978

Dear Mr. Buckley:

Following my telephone conversation with you of February 12,
1990 wherein I advised you I was unable to read the Quarterly
Reports which had been provided with your Fruary 7, 1990

* letter, I received photocopies of the Quattrly Reports on
February 19, 1990. As I was to respond to the Comission's
Interrogatories within 15 days of receipt, I am within 15 days
from February 19, 1990, the date of receipt of the needed

O quarterly reports. I am sure you will agree that I could not
respond before I had information I could review.

I hope that you find these Interrogatory Responses in
satisfactory form. I am not an attorney and therefore, they are

_ not prepared as an attorney would prepare them. I have answered
each question to the best of my ability. I cannot provide you
with information as to written documentation, because to my
knowledge there was none. All instructions received by me were
verbal. Any notes which I may have made should be in the
Committee's file folder. Because I resigned employment with
Wallace, Dover & Dixon in January, 1989, I do not know the
location of the Committee's file. At the time I refused to
continue serving as the Committee's Treasurer, I gave the
Committee's file to J. Cal McCastlain. The only other written
documentation which I can think of would be general ledger
postings for House, Wallace & Jewell, P.A. Again, I do not know
who would presently have those records. Any general ledger
postings would have been made at Mr. Anders' instruction. Mr.
Anders left employment of Wallace, Dover & Dixon in approximately
October, 1989.
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Def initLQos

vAnd" as well as or" shall be const i U

conjunctively as necessary to bring within the scope of I
inter ato ansrs which may otherwise be cotit.... to be aof
their scope.

gCoittee shall refer to the Wallace, Dover &
Political Action Comittee, and shall be construed to includsdOal
predecessor cmittees including, but not limited to, the.Houe,
Wallace, a Jewell, P.A. Political Action Ccomittee.

"HW&J" shall refer to House, Wallace & Jewell, P.A. and shall
be construed to include all predecessor and following names of the
professional association.

"FEC" shall refer to the Federal Election Commission.

1. State why, as treasurer of the Committee, you reported
transfers of $2,500, $300 and $2,200 from House, Wallace & Jewell,

-) P.A. to the Committee as loans on the Committee's 1988 April
Quarterly Report. In your answer, identify all evidence presented
to you which caused you to believe that these amounts were loans
including, but not limited to, verbal instructions from any
superior and internal memoranda or written procedures. Identify

C) who you believed to be the lender(s).

ANWE: Transfers of $2,500, $300 and $2,200 from HW&J to
the Committee were made to fund the Committee's contributions to
candidates made from January, 1988 to March, 1988. These transfers

__ were necessary because the Committee checking account had
insufficient funds for all desired candidate contributions for the

C quarter. The Committee checking account was normally funded
through payroll deductions. The payroll deductions wre
insufficient to cover that quarter's desired candidate
contributions. The transfers/loans were to be repaid through
continued payroll deduction of the Committee participants. I do
not know who the FEC would call the lender(s), but it would be
either HW&J or the Committee participants. Therefore, because of
my uncertainty, when referring to loans hereinafter, I will use the
word in quotes, i.e. " loans".

It is unknown to me who determined what candidate
contributions would be made, or the amounts. It is also unknown to
me if all Committee participants were aware of the fact that the

Committee did not have adequate funds to cover the contributions
ANI made. At all times while I was Treasurer of the Committee, my



i direc sPe~yi5O rs t *Sft~ the gttth
~ rei~*t hecMmitee, wb Ue at the tIMe wereI

wlace "d4"Ste"e L. Ri~.* rOSPeCtZ and Rteve Anders#i ac N. s e 4 tly tox Mr. Wala, LO4,
at17n't layed-to e

++:' M .... Wallace, K.*qsado J+:l Md0 +:+5 .E.Wal, ace, Mr. ;

anWdor r. Anderswere .wll aware" o the a tthe Co-ttee di
have adeuate funds to mako 0the4desiredcontributions. tth
lest, a. and .Walle. a -oe the i ans .to tb[

C~Ltee Dcause ar. AnderSwa W5MUMlns Mngehe
hedwriting theisloanachecks on the UII

checking account to the Commtt M Andersisp ntlyI
in W& en, AR and may be employed by Gorgia-Pacific. e is
definitely employed by a forestindustries/Papr products coMpany.

House, Wallace a Je11, P.A. -chn its name to Wllac,
Dover & Dixon. Since February, 1990, Wallace, Dover & Dixon is in

the process of dissolved.
The Comittee participants are as listed on each qurt y

C report filed with the FEC. Each Committee participant is An
attorney. The following is an alphabetical list of the Committee

participants' current addresses to the best of my knowledge:

Lawrence E. Chisenhall
Chisenhall, Nestrud & Julian, P.A.
400 W. Capitol, Suite 2840
Little Rock, AR 72201

John Clayton
Wallace & Clayton
425 W. Capitol

O Little Rock, AR 72201

J. Bruce Cross
Cross & Gunter
425 W. Capitol
Little Rock, AR 72201

Donna Galchus
Cross & Gunter
425 W. Capitol
Little Rock, AR 72201

Russell Gunter
Cross & Gunter
425 W. Capitol
Little Rock, AR 72201

Don F. Hamilton
ALittle Rock Wastewater Utility



ChuckNeutrud
Chisenhall, Nestrud &
400 W. Capitol, SuLte 2840"

I) Little Rock, AR 72201

CO Dean Overatreet
Dover & Dixon
425 W. Capitol

0 Little Rock, AR 72201

Joe Purvis
Dover & Dixon
425 W. Capitol

o Little Rock, AR 72201

ICharles Reynolds
Cross & Gunter

C) 425 W. Capitol
Little Rock, AR 72201

Steve Riggs
Dover & Dixon
425 W. Capitol
Little Rock, AR 72201

Charlie Smith
practicing law somewhere in Benton, AR

Paul Stanfield
Systematics, Inc.
4001 N. Rodney Parham
Little Rock, AR 72211

Scott Vaughn
Hilburn Law Firm



Carolyn VL
Cross & Quntew
425 W. Capitol
Little Rock, AR 72201

Nr Jim Pitts
present addresses unknown, it may

f0 be the sam as reported on the
quarterly repor.

John Peace (3rd quarter report)
Dover & Dixon
425 W. Capitol
Little Rock, AR 72201
All instructions received were verbal. There were no internal

O memoranda or written procedures. As I was not involved in the HW&J
Vr general ledger data input, I do not know where the 'loans" were

posted to. However, they should be reflected in the HW&J general
CD ledger somewhere pertaining to the Committee. The whereabouts of

the HW&J general ledger is unknown to me.

2. State why, as treasurer of the Committee, you reported
disbursements totalling $600 to House, Wallace & Jewell, P.A. from
the Committee as loan repayments on the Committee's 1988 April
Quarterly Report. In your answer, identify all evidence presented
to you which caused you to believe that these amounts were loan
repayments including, but not limited to, verbal instructions from
any superior and internal memoranda or written procedures.
Identify who you believed to be the lender(s) to whom the
repayments were being made.

ANSWER: The $600 disbursement from the Committee to HW&J
resulted from payroll deductions made throughout the quarter. The
deductions were credited to HW&J at the instruction of Steve
Anders. Based on information from Mr. Anders, it was my
understanding the *loans" were to be paid off through the payroll

A deductions. Mr. Anders further advised me no further substantial



CMO.ribution to canddates would be made until the 1oarepejij, The lenders mak'ing the repayet were thePaZticipants as listed in the w alsr to Question No. 1.CMmittee participant had executed a payrollauthorization fozm. Said forms did not state that thewere to cover *loans Other than these payrollauthorization forus, and the quarterly reports, to my .there is in existence no written mmoranda, correspondence, wriProcedures, etc. in any fashion pertaining to any subject. ..CoIaications were verbal from either Mr. Wallace, Mr. Riggs,Xr. Anders.

3. State why, as treasurer of the Committee, you reported a,-transfer of $925 from House, Wallace a Jewell, P.A. to 'theCOittee as a loan on the Committeets 1988 October QuarterlyReport. In your answer, identify all evidence presented to yotwhich caused you to believe that this amount was a loan, including,but not limited to, verbal instructions from any superior andinternal orandu or written procedures. Identify who youbelieved to be the lender(s).

ANMR: I cannot Answer this question as Treasurer of the100 Committee as I was not the Treasurer at the time of filing. Thatreturn was filed by J. Cal McCastlain, presently employed by Dover& Dixon, 425 W. Capitol, Little Rock, AR 72201. During the thirdquarter, Mr. Wallace, Mr. Riggs or the Coumittee participants)decided the Committee wanted to make more contributions tocandidates once again in excess of the funds available to theCommittee. I advised Mr. Wallace, Mr. Riggs, Mr. Anders and Mr.McCastlain there were insufficient funds available to cover thedesired contributions and that HW&J had already "loaned* theO maximum allowed under FEC rules. I advised each of those gentlementhe only way further political contributions could be made wasthrough increased payroll deductions, when in reality the number of(~)Committee participants was decreasing due to dissatisfaction withthe Committee'smanagement and HW&J' s management. It was made-- clear to me by Mr. Anders, Mr. Riggs and/or Mr. Wallace that I maynot know what I was talking about and that Mr. McCastlain wouldlook at all applicable regulations to determine if another "loan"could be made. I know that Mr. McCastlain reviewed the FECGuidelines pamphlet, as well as a volume of the United States Code.After Mr. McCastlain's review, he advised me that the loan could bemade. I advised Mr. Riggs, Mr. Anders and Mr. McCastlain I did notbelieve the loan was proper and that I would not sign the OctoberQuarterly Report and that I resigned as Treasurer of the Committee.I was instructed by Mr. Anders that I would prepare the OctoberQuarterly Report, which I believe I may have done, but once againadvised Mr. Anders that I would not sign it. The October QuarterlyReport was signed by Mr. McCastlain. Other than those personsnamed in this Answer, I am not sure if any of the remainingCommittee participants were aware of this matter.



C tae bh aflt foraddby way of

~W 4061tiofl5 which werereoeda contribtonan the
];to$ April QarterITReprt in any way comPrised the loa0

, received by the citte. on thatsam report. In your
i L~tify all evideace presented to you which support#

b ot limited to, verbal instructions

&n superior and 1nn oranda or written procedures..

MUE If I understand your question correctly, the Pq'o,
dejuctions which wee r=ported on the April, 1988 Quarterly," '-

a& contributions were only that - deductions repo e
copt ibutions. All *loans* received by the Cwittee were re a
as -loans , not as payroll deductions or contriu is.
Coversely, payroll deductions were used to repay the loans'.

5. State whether the amounts forwazded by way of pay..ll
dejuctions which were reported as contributions on the Cm te's
L918 October Quarterly Report in any way comprised theloans
reported as received by the Comittee on that sam report. In YOr
an#er, identify all evidence presented to you which supports you

* copclusion including, but not limited to, verbal instructions from
any superior and internal memoranda or written procedures.

AN M R: I cannot Answer this question as Treasurer of the
Coomittee as I was not the Treasurer at the time of filing. That
repurn was filed by J. Cal McCastlain, presently employed by Dover
& l)ixon, 425 W. Capitol, Little Rock, AR 72201. As I stated in
Andwer to Question #3, 1 believe I may have prepared the Otobe,
19d8 Quarterly Report. As is clear on that report, I did not sign

thit Report. Based on the belief that I prepared the October, 1988
o 0uprterly Report, and if I understand your question correctly, the

pafroll deductions which were reported on the October, 1988
Quprterly Report as contributions were only that - deductions

C) reuorted as contributions. All "loans" received by the Comittee
we,.e reported as "loans", not as payroll deductions or
ccittributions. Conversely, payroll deductions were used to repay

tha "loans".

Joanne H. Sorn
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Joanne . Sorn, Treasurer
Wallace, Dover and Dixon Pol :ti,
Action Committee

3800 Capitol Tower
Little Rock, AR 72201

Identification Number: C00206508

Reference: April Quarterly Report (1/1/88-3/31/88)

Dear Ms. Sorn:

This letter is prompted by the Commission's preliminary
- review of the report(s) referenced above. The review raised
r questions concerning certain information contained in the
111 report(s). An itemization follows:

-Schedule A of your report discloses the receipt of
co funds from your connected organization (pertinent

portion(s) attached). 2 U.S.C. 5441b prohibits the
O receipt of funds from national banks, corporations, and

labor organizations.

C-) The Commission recommends that you refund the full
amount to the donor in accordance with 11 CFR 103.3(b).

-- Alternatively, if you choose to transfer the funds to
an account not used to influence federal elections, the
Commission advises that you inform the contributor in
writing and provide the contributor with the option of
receiving a refund. You may wish to seek a written
authorization (either before or after the transfer-out)
from the donor for any transfer-out to protect the
donor's interests.

Please inform the Commission immediately in writing and
provide a photocopy of your check for the refund or
transfer-out. In the best interests of the committee,
all refunds and transfers-out should be made within
thirty (30) days of the treasurer's receipt of the
funds. See 11 CFR 103.3(b). Refunds and transfers-out
should be disclosed on a supporting Schedule B for Line
26 or 20 of the report covering the period during which
they are made.

If the contribution(s) in question was incompletely or
incorrectly disclosed, you should amend your original
report with the clarifying information.



Sincerely,

Todd S. Hagenan
Reports Analyst
Reports Analysis Division

0

0



~MWUW.
Iinmasmu~

Ho wait* P. A.

woll Am 4. Jawoll",

3900vapitol To"r.
Uttle' Itoax J4 72201

fl "=@wPW- 
L I 'r o%*m UGSWO

Fl

0m~

Mo. oo

300.00
2200.,00

-T1.4I
0~~

C.A ft #m. ~ MOSAdn.. F:dj w RIPmmm m.mmm

$-Of 
L-1 Gen

-- 5m of wW Dow baf.

I -* 
W0. PON .U -m bdo Ad. A M0%a1 - &-

--F-VW w-.--., OW-E- Goyde

Cow IsmitIl# UG4wel

Nmeo o fvemp"y Owe blow ft.
dew. aWI

AsMow" o ter
fteins on*ewgsg

Anuuehq of I wh

*.qeh 5. ho

C. UN oo. "" Adm mal 0 C& %owat t ot immw. A.,qwmn to'( ch
*av. yWI Roftal Ow.t s~P1uud

1IecSg'; f of u UT iv~wvGetie-ao

F. Fw~tepw-"dimddmwaZPC~* Dte I(montht. Anost 01 i'L s~h
day. yugr Racess';tl SP"..d

IGrc.s;ii A& -. yp C .;& - - W-

.5 Iii. J~A

7Ew" 09 Etmov Date Imrnnto
day. vw I

-w~rw U W-W-I~UW ~ I
JSTI 

.4' I*J
sCCoo .. no -I

I

MWI

co,

C)

I-

I - -- ---- qr -- W-

t

bt! tem 1!

V AllllJlllb

I

I I

'A"

Irmo

I Ad - -

I -, - - -- * -,W-WV mw &WI I

I I

Amv-. t ol f #, P,

ft@L#440! INS Pol"Mil

PL. I Amw ea -a

.. ...........



Joann*eRH. Sol raae

Action Comiituw
3800 Capitol-"Tower
Little Rock, Ax 72201

identification MuMbers C0020608,

Reference: October Quarterly Report (7/j/88-9/30/88)

0 Dear Ms. Sorn:

0%This letter is prompted by the Commission's preliminary

review of the report(s) referenced above. The review raised
questions concerning certain information contained in the
report(s). An itemization follows:

-Schedule C of your report discloses the receipt of
funds from your connected organization (pertinent
portion(s) attached). 2 U.S.C. S44lb prohibits the

O receipt of funds from national banks, corporations, and
labor organizations.

The Commission recommends that you refund the full
o amount to the donor in accordance with 11 CFR 103.3(b).

Alternatively, if you choose to transfer the funds to
an accouDt not used to influence federal elections, the

CK Commission advises that you inform the contributor in
writing and provide the contributor with the option of
receiving a refund. You may wish to seek a written
authorization (either before or after the transfer-out)
from the donor for any transfer-out to protect the
donor's interests.

Please inform the Commission immediately in writing and
provide a photocopy of your check for the refund or
transfer-out. In the best interests of the committee,
all refunds and transfers-out should be made within
thirty (30) days of the treasurer's receipt of the
funds. See 11 CFR 103.3(b). Refunds and transfers-out
should be disclosed on a supporting Schedule B for Line
26 or 20 of the report covering the period during which

* they are made.

If the contribution(s) in question was incompletely or
incorrectly disclosed, you should amend your original
report with the clarifying information.
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A written response or an amendment to your original
report(s) correcting the above problem(s), should be filed with
the Federal Election Commission within fifteen (15) days of the
date of this letter. If you need assistance, please feel free to
contact me on our toll-free number, (800) 424-9530. My local
number is (202) 376-2480.

Sincerely,

Todd S. Hageman
Reports Analyst
Reports Analysis Division
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Joanne H. Born,T ?r ter.At
Wallace, Dover and Dizoe02

Action Comittee,
3800 Capitol Tower
Little Rock, AR 72201'

Identification Number: CO0Oe208

Reference: 30 Day Post-General Rp t (0/l/88-11/28/88)

Dear Ms. Sorn:

This
review of
questions
report(s).

letter is prompted by the Commission's preliminary
the report(s) referenced above. The review raised
concerning certain information contained in the
An itemization follows:

-Please provide a Schedule B to support the entry
reported on Line 24 of the Detailed Sumary Page. a'I
loans repaid by your committee must be itemized on
Schedule B, regardless of the amount. 2 U.S.C.
434(b) (5) (D).

A written response or an amendment to your original
report(s) correcting the above problem(s) should be filed with
the Federal Election Commission within fifteen (15) days of the
date of this letter. If you need assistance, please feel free to
contact me on our toll-free number, (800) 424-9530. My local
number is (202) 376-2480.

Sincerely,

Todd S. Hageman
Reports Analyst
Reports Analysis Division

/

0

0

Arm RM



FEQ#R-IAL ELECT~

Joanne H. Sown, Treasuer,
Wallace, Dover and Dixon Politi@&.
Action Committee

3800 Capitol over
Little Rock, AR 72201

Identification Number: C002065068*1

Reference: Year End Report (11/29/86-12/31/88)

Dear Ms. Sorn:

This letter is prompted by the Commission's preliminary
review of the report(s) referenced above. The review raised
questions concerning certain information contained in the
report (s). An itemization follows:

-Please provide a Schedule B to support the entry--
reported on Line 24 of the Vetaeua n Su. ar7 z@ar . AiJ
loans repaid by your committee must be Itemized on

o Schedule B, regardless of the amount. 2 U.S.C.
q- 434(b)(5)(D).

C) A written response or an amendment to your original
report(s) correcting the above problem(s) should be filed with

-- the Federal Election Commission within fifteen (15) days of the
date of this letter. If you need assistance, please feel free to
contact me on our toll-free number, (800) 424-9530. My local
number is (202) 376-2480.

Sincerely,

Todd S. Hageman
Reports Analyst
Reports Analysis 6ivision

0



Mr. Todd S. Hageuan
Federal Election Commission
999 E. Street, N.W.
Washington, D.C. 20463

RE: Wallace, Dover & Dixon Political Action Committee
30 Day Post-General Reports of

0 1. 1/88 thru 3/31/88
2. 7/1/88 thru 9/30/88
3. 10/1/88 thru 11/28/88
4. 11/29/88 thru 12/31/88

O Dear Mr. Hageman:

IThis correspondence is in response to your inquiries of April

5, 1989 regarding the above-listed reports. As for reports 1 and

2 above and the loans reported therein, as of this writing the

__ balance owed by the PAC to the connected organization was $837.50.

This balance was paid off by a check of even date, a copy of which
Ch is enclosed.

As for reports 3 and 4 above and the need for schedules B,

such schedules are enclosed herein.

I hope the information included herein is sufficient for your

inquiry. If you need additional information, please let me know.

Thank you for your guidance in this matter.

Sincerely,

WALLACE, DOVER & DIXON

AJ. Cal McCastlain

JCM/bkd
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Mr. Todd S. Hagemallj.
Federal Election Commi ion
999 "E" Street, N.W:.
Washington, D.C. 20463

00 RE: Wallace. Dover & Dixon Poliidal tion Ce-iittee

Dear Mr. Hageman:

This correspondence is in response to your inquiry of May 4,
C) 1989 and our conversation of May 24, 1989. Specifically, your

agency requested that we document the repayment of $2,200.00 from' the Political Action Committee back to the connected
organization, Wallace, Dover & Dixon. As I explained in our
conversation, the Political Action Committee and the connected

o organization maintained bank accounts in the same bank.
Repayments of the amounts in issue were made over a period of

T time from January 1, 1989 through April 15, 1989. Instead of
actual payments, the repayments were facilitated through mere

CD account transfers and corresponding book entries. A Schedule B
is included herein showing the dates of the account transfers.

-- These payments have not been reported earlier because the report
in which they would be included is not yet due.

As I indicated in our correspondence of April 20, 1989, the
balance previously owed by the Political Action Committee to the
connected organization has been paid in full. I hope that such
payment has now been finally documented. If you need additional
information, please let me know. Thank you for your assistance
in this matter.

Sincerely,

WALLACE, DOVER & DIXON

J b J. Cal McCastlain

JCM/bkd



A. Fu Ne.m..M.Ai.ead2 i.
Wallace Dover &DIi n PAC
3800 -TCBY Tower 1Wding
Little Rock, AR 7*201 P 'Z.U"en

IL Full Mom. Moilng Mirees a&WZIP C*ie Pwpve"@9 -01 11&0 a ONDone tsoath. AmAountof Salt

Wallace Dover & Dixon PAC Repayment of Loan -- wm This Priod

3800 TCBY Tower Building Dsbu rsnwafor:Uftkma r ca 262.50
Little Rock, AR 72201 Oer "W

C. Full Nme,. Miling AMresad ZIP Oi Purpoe of Osburm n Om (month. AmouEt ach
day. yee) DisursMens This Period

Wallace Dover & Dixon Loan repayment 2-1-89 275:00

3800 TCBY Tower Building Disbursemen for:JPrimhary Uclawsa
Little Rock, AR 72201 -- Other Ispecfy)

0. Full Name. Mailing Address and ZIP Code Purpose of Disbu.rsment Dote (month. Amount of Each
day. yer) Disbursement This Period

Wallace Dover & Dixon PAC Repayment of loan 2-15-89 275.00
3800 TCBY Tower Building Disbursement for: _Prmay Geral

Little Rock, AR 72201 1Other(scify

E. Full N me, Mailing Address and ZIP Code Purpose of D ent Date (month. Amount of Each
day. yew) Disbursement This Period

Wallace Dover & Dixon PAC Repayment of loan 3-1-89 275.00
3800 TCBY Tower Building Dbumentfor: Pr _Genral
Little Rock ,AR 72201 Other (specify)

F. Full Name. Mailing Address and ZIP Code Purpose of Disbursement Date (month. Amount of Each
day. year) Disbursement This Period

Wallace Dover & Dixon PAC REpayment of loan 3-15-89 275.00
3800 TCBY Tower Building Disbursement forjPrirnary jGeneral

Little Rock, AR 72201 q Other (specify)

G. Full Name. Mailing Addres and ZIP Code Purpose of Disbursement Date (month. Amount of Each
day, year) Disbursement This Period

Wallace, Dover & Dixon PAC Repayment of loan 4-1-89 275.00
3800 TCBY Tower Building Disburseentfor:jPrimary JGeneral

Little Rock, AR 72201 Other(specify)

H. Full Name. Mailing Address and ZiP Code Purpose of Disbursement Date (month, Amount of Each
day, year) Disbursement This Period I

Wallace Dover & Dixon PAC Repayment of loan 4-15-89 275.00
3800 TCBY Tower Building Disbursement for: UJPrimar [_.JGeneral
Little Rock, AR 72201 Other (specify)

I. Full Nnme. Mailing Address and ZIP Code Purpose of Disbursement

Disbursement for: j Primary General

7 Other (specify)I

Date (month.
day, year)

Amount of Each
Disbursement This Period

_____________________________________ I ,,

UBTOTAL of Disbursements This Page (optional)...............................................................

TOTAL This Period (last page this line number only)............................................................. 2,2 00.0 0
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FROM: 7 a oCt~i 7

RE i ~t~alAction Comittee,

As of February I, 1990, for all practical purposes, the law
firm of Wallace, Dover & Dixon, P.A. was no longer in business.
Also, as of that same date I became an employee of Dover & Dixon,

-m P.A. a separate legal entity.
0

To the extent I must clarify, I hereby resign as Treasurer of
(the Wallace, Dover & Dixon, P.A. Political Action Committee.

Cal McCastlain

0
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SJuly 15 uuMt

LIOctbe 15 OuSWtlyRepas

January 31 Year End Repot

]uly 31 Mid YeWRpat (Non 4edOflY4wa Oly)

[] Termination Repot See attached explanation

SRpat Oue On:
N mwy 2 o 0 Jum2 0 O

o Mm4u20 0 JuI 20 0 MuS
o Apl2O 0 Au p 0 O e s
o " Ma20 0 Sepsenwe20 0 Jawm"s3

I- Tw,day rer *V.t

elc0onn_ _

(Tm 8mb.)
in teSt_____

r1 Ttu day report owing ohe General Electon on

intoe State of_____

(b) Ls Ohs Report an Amendmeet [:] YES [M NO

COLUMN A
This Perod

CC) SUMMARY

CO s. coveri Period- 1AI90 90 gh 6/30/90

6. (a) Cash on Hand Ja Y1.199_0.... ......

COLUMB
Calendar Yar-to-Oat.

$ 3t553.04

(b) Cash on Hand at Beginning of Rpot Period............. $

(c) Total Receipts (from Line 18). Interest........ . $ $ 80.47

(d) Subtotal (add Lines 6(b) and 6(c) for Column A and.......

Lines 6(a) and 6(c) for Coln B)

7. Total Disbursements (from Line 28)...... ... ............ $ $ -0-

8. CashonHandatC eofReportingPer (subtractLine7fromLine 6(d)) $ $ 3,633.51For f1urther, Informat. -n

9. Debts and Obligations Owed TO the Committee $ - r- contact:

(Itemize all on Schedule C and/of Schedule D) . ... Federal Election Commission

10. Debts and Obligations Owed BY the Committee 999 E Street, NW

(Itemize all on Schedule C and/or Schedule D)$ - - Washington DC 20463

1 certify that I have examined this Report and to the best of my knowledge and belief it is true, correct Toll Free 800-424-9530

and complete. 
Local 202-376-3120

81

F

C%4

0

NOTE: Submission of false, erroneous, or incomplete information may subject the person signing this Report to the penalties of 2 U.S.C. §437g.
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N~i tNe5 must fle a 12 Day Pr-general Election Report.

- A 30 Oy Poast-general Election Repos tmust be led no laer than 30 days aeer
so Wwrlow el onl iand include a ltransactions from lhe clsin datleof the Ms

Oe INugO 20th day after the general election.
1ir"ya ~rcalendar year. the floigreports am required:

Y Report must be filed no later than July 31 and include tansadtlions
and ending June 30.

. End R, epot must be filed no later than Jianuary 31 of the ofolloing calendar

yew nd include transactions beginnin July 1 and ending December 31.

(8) 1on11y Reparts
f! hy rep must be filed no lar than 20 days after the last day of the month

and must disclose all transactions from the s report filed tough fte'I day of lee

mo leenlin of the monthly reports due in November and Decemer for a yew in

whiM there is a -Regular November General Electon, a 12 Day Pre-generiElection

Repor must be fled including all transactons from the cosing date oft e last repor

Ni@O2mogh the 20th day before the election and a 30 Day Post-general Election

Report must be filed including an transactionsfrom the closing date of tie pro-election

pMethrough the 20th day after the general election. A Year End Repart must be filed

no laMe than January 31 of the following calendar year and include Iraacons from

* date of the Post-general Election Report through the last day of the

A poitical committee may elect to change the frequency of its repo ing from

quartely and semi-annually under (A) to monthly under (B) or vice versa. A committee

rmy cag its filing frequency only after norying the Commission in writing oftits

intention at the time it files a required report under its current fiing frequency. The

committee will then be required to rile the next required report under its new filing

frequency. A committee may change its fling frequency no more than once per

calendar year.
A document is timely filed upon deliveryto the appropriate office (see Where To

Fle') by the close of the prescribed filing date or upon deposit as registered or certified

mail in an established U.S. Post Office and postmarked no later than midnight of the

day the report is due. except that Pre-election Reports so mailed must be istmarked

no later thanmidnight of the 15th day before the date of the elction. Reports and

statements sent by first class mail must be received by the appropriate office by the

dose of business of the prescribed tiling date to be timely filed.

WHERE TO FILE
An original and any amendments to an original report must be filed as follows:

- Commttees which support or oppose only a candidate(s) for the House of

Retatives must file with the Clerk of the House of Representatives. Office of

RRegistration. 1036 Longworth House Office Building. Washington. D.C.

- Committees which support or oppose only a candidate(s) for the Senate must file

with the Secretary of the Senate. Office of Public Records. 232 Hart Senate Office

Building. Washington. D.C. 20510-7116.
SAl other committees must file with the Federal Election Commission. 999 E Street.

NW.. Washington. D.C 20463
- Politcal committees filing FEC FORM 3X must file with the Secretary of State (or

fo~ A n 1es ad - is eetw o h s y arM I -1 f e " daiS ligDothe! S~O #

Imort and o amw e any0y mIedon oUIidld Il.

UNE BY LINEM SII ONS

coml n1g 0heSumm r"y Pnap

EI plemp usetVe Igb miwe"le l Myu. Vyew addr halmiseder ym

do nil have a l. ptrw e tye Ve cmlee ns sd muInga dra i el

committ. (Noe: V yaw mang m l has a es on It imlly mak Vigl aind

correct any eans on It.)

LINE 2 Enter the FEC Ideknication Number asigned b the o0 mltlee-

LINE I t he political caseustite qualied as a -- 111'dldat ao-m "-11 d"ng Vie

reporng period. check Vis bx. "ldeilfasbx- Calt e meanM a pti

committee which: (i) has bean registesed wile lee Conas .Clark at f the Hoius ao
Representatives or Secretary of the Sem t  atleast six mo he: ( ) has received

contributions for Federal e12aonI from mor than 50 PersOs and (i) (excep for any

State poitical party organization) h male conibatow b five or oreWFedr

candiKdae.Iclude the daa ft com teen mtoe ca t ar ct on the fine proewLde

LINE 4(a) Chech e apprpra box for*TypeO afRepos- Ifiereportisa 12Day

Pre-election or 30 Day Post-gneral Eleton Repot, supply the type oa election

(primary, general. convention. spec or u ), the dam oftel cion and the

State in which the election is held.

LINE 4(b) if this is an original report. check the l"0 box. f this is an amendment to

a previous report. check the 'YES box.

LINE S Enter the coverage dates for this report. Al activity from the ending

coverage date of the last report filed must be included.

LINE 6(a) Enter the total amount o cash on hand at the beginging of the calendar

year. The term 'cash on hand' includes: currency: balance on deposit in banks,

savings and loan institutions, and other depository institutions, traveler's checks

owned by the committee: certificates of deposit. treasury bills and other committee
investments valued at cost.

LINE 6(b) Enter the total amount of cash on hand at the beginning of the reporting
period.

LINE 6(c) Transfer the amounts from Column A and Column B of Line 18 to the

corresponding Columns on Line 6(c).

LINE 6(d) Add Lines 6(b) and 6(c) to derive the figure for Column A. and add Lines
6(a) and 6(c) to derive the figure for Column B.

LINE 7 Transfer the amounts from Column A and Column 8 ol Line 28 to the

corresponding Columns on Line 7

LINE 8 For both Column A and Column B subtract Line 7 from Line 6(d) to derive the

figure (which should be the same for both columns) for cash on hand at the close of the

reporting period of Line 8

LINE 9 Transfer the total amount of debts and obligations owed TO the committee
from Schedule C or D.

LINE 10 Transfer the total amount of debts and obligations owed BY the committee
from Schedule C or D



Wallace, Dover & Dixon#,P., A nArkanisas Professio
corporation, whose empl~oyees were contriputAinq to thbe Wallack
Dover & Dixon political Action Committee, ceasGd the act$l e
practice of law as of February 1, 1990. The corporation has boen. ,

in the process of liquidating its assets since that time, and has

had no employees since that time.

The Treasurer for the PAC resigned effective February 1, 1990,
and no successor has boon named.

As part of the liquidation of Wallace, Dover & Dixon, P.A.,

Darrell Dover, Dean Overstreet and Charles Reynolds were name4 
as

liquidating agents to supervise the orderly liquidation of the

corporation.

As required by 11 CFR S102.3, and 2 U.S.C. 433(d)(1), the

Federal Election Commission is hereby notified that the residual

0 funds of the PAC will be paid to Wallace, Dover & Dixon, P.A. as

the sponsoring employer of the PAC, since there is no longer an

active PAC to authorize any other use of such funds.

0
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Attached for the Comission5 rUivi csf;ai~'
position of the General CoWuoMelon the leg ad14£~i~Zit~

0 ~regarding the above-captioned respondent ie-a MRa2IO. Copies 'of
this brief and letters notifying the liquidating nsfor-this

04J respondent of the General C04", ts-sintent to ".re 6nftwuI-to the
commission a f inding of prdobble cause to believe CAP a iled o

0December 14 1990 . Following. receipt of the* agents'_ replies to
these notices, this office will make a further report to the
Commission.

A similar brief was mailed to Dover 4 Dixon# P.A. on
0 August 2, 1990. This was done because this Office had been

informed during the investigation of this matter that Wallace,
Dover & Dixon, P.A. had been dissolved and had been succeeded by

CD Dover & Dixon, P.A. in its response to this brief, Dover &
Dixon, P.A. provided documentary evidence establishing that

- Wallace, Dover & Dixon, P.A. is presently a corporation in good
standing chartered under the laws of Arkansas. Accordingly, a
new brief is being mailed to the proper corporate respondent.

Also on December 14 j, 1990, this Office mailed a letter to
Dover & Dixon, P.A. informing then that, based on their
response, this office would not recommend that the Commission
find probable cause to believe against them.

Attachments
1. Brief
2. Letter to liquidating

agent (Sample)
3. Letter to Dover & Dixon, P.A.

Staff person: T. Buckley



US: tMM297-
Dower G DixonPA

Dear -Peace:I
On August 2, 1990, this Office informed Dover..%Dxo, V.A.

that it we PreCWe4 to recomnd to the Federal 3Zecti-ow
C3 Comiaslon thatit find probable cause to believe that Dover &

Dixon, P.A. had violated 2 U.S.C. S 441b(a). This
recommendation was to be made based on the conclusions that
Wallace, Dover a Dixon, P.A. had committed such a violation, and
that Dover & Dixon, P.A. was the successor to the firm.

On September 27, 1990, this Office received your response
to this notification. As a result of that response, this Office
now believes that Dover & Dixon, P.A. is not the successor firm

O to Wallace, Dover & Dixon, P.A. Accordingly, this Office will
not recommend that the Commission find probable cause to believe

qW that your firm violated 2 U.S.C. S 441b(a).

C) The Commission reminds you that the confidentiality
provisions of 2 U.S.C. 55 437g(a)(4)(s) and 437g(a)(12)(A) will
reain in effect until the entire file has been closed. The
Commission will notify you when that occurs.

Should you have any questions, please contact Tony Buckley,
the attorney assigned to this matter, at (202) 376-8200.

General Counsel



RE: MRil 2978
Wallace, Dover & Dixon, P.A.

Dear Gentlemen:

Based on information ascertained in the normal course of

carrying out its supervisory responsibilities, and information
supplied by J. Cal McCastlain, Joanne Sorn and Larry C. Wallace,
on September 1, 1989, the Federal Election Commission found

reason to believe that Wallace, Dover & Dixon, P.A. violated
2 U.S.C. S 44lb(a), and instituted an investigation in this

qW matter.

After considering all the evidence available to the
Commission, the Office of the General Counsel is prepared to

O recommend that the Commission find probable cause to believe
that a violation has occurred. You are being notified of this
action due to your status as a liquidating agent for Wallace,

C: Dover & Dixon, P.A. A notification is also being sent to
Charles Reynolds.

The Commission may or may not approve the General Counsel's

recommendation. Submitted for your review is a brief stating

the position of the General Counsel on the legal and factual
issues of the case. Within 15 days of your receipt of this
notice, you may file with the Secretary of the Commission a
brief (ten copies if possible) stating your position on the
issues and replying to the brief of the General Counsel. (Three
copies of such brief should also be forwarded to the Office of
the General Counsel, if possible.) The General Counsel's brief
and any brief which you may submit will be considered by the
Commission before proceeding to a vote of whether there is
probable cause to believe a violation has occurred.

If you are unable to file a responsive brief within 15
days, you may submit a written request for an extension of time.
All requests for extensions of time must be submitted in writing



awrence N. Noble
CO ral

CEncl eGeneralCounsel
nclosure

(\j Brief

C)
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Chares e -jl 11".Re
Cross &0 "to
4 2,,,Wet t aipito1Suit. 3 ...0#-

Little, Roek, Arkvisas -72201

RE: MUR 2978

Wallace, Dover & Dixon, P.A.

Dear Mr. Reynolds:

Based on information ascertained in the normal course ofcarrying out its supervisory responsibilities, and informationo supplied by J. Cal McCastlain, Joanne Sorn and Larry C. Wallace,
on September 1, 1989, the Federal Election Commission found
reason to believe that Wallace, Dover & Dixon, P.A. violated

77) 2 U.S.C. 5 441b(a), and instituted an investigation in this
matter.

qT
After considering all the evidence available to the

Commission, the Office of the General Counsel is prepared to
CO recommend that the Commission find probable cause to believe

that a violation has occurred. You are being notified of this
action due to your status as a liquidating agent for Wallace,
Dover & Dixon, P.A. A notification is also being sent to

C3 Messrs. Darrell Dover and Dean Overstreet.

- The Commission may or may not approve the General Counsel's
0-% recommendation. Submitted for your review is a brief stating

the position of the General Counsel on the legal and factual
issues of the case. Within 15 days of your receipt of this
notice, you may file with the Secretary of the Commission a
brief (ten copies if possible) stating your position on the
issues and replying to the brief of the General Counsel. (Three
copies of such brief should also be forwarded to the Office of
the General Counsel, if possible.) The General Counsel's brief
and any brief which you may submit will be considered by the
Commission before proceeding to a vote of whether there is
probable cause to believe a violation has occurred.

If you are unable to file a responsive brief within 15
days, you may submit a written request for an extension of time.
All requests for extensions of time must be submitted in writing



t- mause to bU.e rquirsta h
'0*1 attmptfora riod ofnot "Its
than 90 days. t a-t~tle this matter

ASIA-YO lo ran ustions. please contact Tony Buckley,
th*" !. ., st hismatter, at (202) 376-8200.

Sincere y.

Lawrence N. Noble
o General Counsel

-- Enclosure
Brief

COC)
0o

(D
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The Wallace, Dover a Dixon Political Action Committee (the

"CommitteeU*and .J. Cal McCastlain, as treasurer, were referred

to the Office of the General Counsel by the Reports Analysis

Division (ORADO) for receiving loans from the Committee's

connected organization, Wallace, Dover & Dixon, P.A. (the

"firm"). The Committee had reported the receipt of three loans

totalling $5,020 from the firm between January 5, 1988 and

February 24, 1988, and the receipt of yet another $925 loan from

the firm on August 9, 1988. The Committee also reported making

21 repayments to the firm between March 1, 1988 and April 20,

0 1989.

On September 1, 1989, the Commission found reason to

believe that the firm had violated 2 U.S.C. 5 441b(a) by making

corporate contributions to the Committee. This Office received

responses to this finding on October 16, 1989, in which Larry C.

Wallace, the managing partner of the firm, requested that the

Commission find that no violation had occurred and that no

further action be taken against the firm. Affidavits were

submitted by Mr. Wallace and J. Cal McCastlain, in which they

contended that the information contained in the Committee's

reports, which served as the basis for the Commission's finding

of reason to believe, was in error.



Ace to d v1

Oc tober Quorterlty Reporsv*4ne tothetettt

indicated that the firm loa*'" funds to theComittee, and to

the extent they indicated that the Committee was repaying the

firm for any such loans. ASo 1,. Wallace explained, "[flunds

contributed to the PAC and the subject of such reports actually

represent personal contributions to the PAC by the Shareholders

of the Firs." and the shareholders 'funded their respective

contributions by receiving advances from the Firm." Further,

"[i~nstead of writing separate checks to each Shareholder, the
Firm merely acted as an agent for each Shareholder and forwarded

the Shareholders' contributions to the PAC in lump sums. Those

contributions were intended to be actual contributions to the

PAC and not loans. Likewise, the PAC was not required, nor

expected, to repay those contributions." Finally, as regards

C these transactions, Mr. Wallace stated that the "Shareholders

qrepaid their respective advances through subsequent payroll
deductions. The Shareholders have paid these amounts in full

from their personal funds."

Subsequently, on January 30, 1990, the Commission rejected

Respondent's request that it take no further action and, because

the responses were at odds with the Committee's reports and thus

rendered difficult a complete understanding of what had

occurred, the Commission also authorized interrogatories and

requests for production of documents to be sent to the firm, the

Committee, and Joanne Sorn, the former treasurer of the

Committee.



A respeftso W4 ce ived from Ms. Sorn on March 5, 1990
She stated that,' 10o09s1 of $2 50,o $00ad$200fo[U ,

Wallace a Jevell, poA ,,  to the Committee were made to fund the

Committee's contributions to candidates from January, 1988 to

March, 1988. These [loans) were necessary because the Committee

checking account had insufficient funds for all desired

candidate contributions for the quarter." Ms. Sorn continued by

saying that the Committee account was normally funded through

payroll deductions, but that what had been received from payroll

deductions had been insufficient to cover the desired
r') contributions for that quarter. "The transfers/loans were to be

repaid through continued payroll deduction of the Committee

participants." Ms. Sorn stated further that the loan of $925

from the firm to the Committee which was reported on the 1988

October Quarterly Report was handled in a similar fashion, with

0 the Committee wanting to make contributions for which it had

inadequate funds. As a result, the firm again lent monies to
the Committee for the purpose of making these contributions, and

the Committee again repaid these loans through monies received

from shareholders by means of sutiequent payroll deductions.2

1. House, Wallace and Jewell, P.A. is the predecessor law firm to
Wallace, Dover & Dixon, P.A.

2. Ms. Sorn claims that she did not believe that the loans
reported on the 1988 October Quarterly Report were permissible.
Her understanding, however, was not based on the fact that illegal
corporate contributions were involved, but rather on the belief
that the firm "had already 'loaned' the maximum allowed under FEC
rules."



19 • m r+'Olt' that, : i,':

officer an ,4 wof aW I I , *4jn P.A. inj 3an ary,

1990.- Wala4V,* ' 1 o tixo, #s rnoc responded,...

Respondent. has, no etchangd its original assettion that no

violation occrrd and that the Conmission should take no

further action.

II. AA-LrszR,

Pursuant to 2 U.S.C. S 441b(a), it is unlawful for any

corporation to make a contribution in connection with a federal

election. Included within the definition of contributions are

loans. 2 U.S.C. S 441b(b)(2). Pursuant to 2 U.S.C.

5 441b(b)(2)(C), a corporation may legally participate in

financing federal political activity by setting up a separate

segregated fund and soliciting voluntary contributions to that

o fund. while a connected organization may pay the administrative

costs of its separate segregated fund, for such payment to be

legally sufficient the connected organization must either pay

the expenses directly or deposit funds in an account segregated

from voluntary contributions received by the fund. See, eg,

MUR 1544.

On its 1988 April Quarterly Report, the Committee reported

three loans from its connected organization: a January 5, 1988

loan in the amount of $2,500; a February 8, 1988 loan in the

amount of $300; and a February 24, 1988 loan in the amount of

$2,220. On its 1988 October Quarterly Report, the Committee

reported an August 9, 1988 loan from its connected organization



iof Joann*Sorn Mak
Clear, t-14 loan*e vert not used4 iov the, one legitimate Mrp090
allowed of irnstapt from a corporati-onLto its separate

segregated fund, i.e., payment of the administrative costs of
the Committee. Instead, they were used directly by the
Committee to make contributions in the absence of sufficient
voluntary contributions. The other two affidavits submitted do
not dispute this. Accordingly, the making of these corporate
loans constituted a violation of 2 u.S.C. § 441b(a). This

Office recommends that the Commission find that there is
LI) probable cause to believe that Wallace, Dover & Dixon, P.A.

violated 2 U.S.C. 5 441b(a) by making corporate contributions

totalling $5945.

III. GENERAL COUNSEL'S RECONNENDATIONS

co 1. Find probable cause to believe that Wallace, Dover & Dixon,P.A. violated 2 U.S.C. S 441b(a).
0

Date / *-z Lawrence M. Noble
General Counsel



in the matter of}1

Wallace, Dover & Dixon, V.A. ) MUR 2978
Wallace, Dover & Dixon Political )
Action Committee and J. Cal NeCastlain, )
as treasurer (A

G3 I 3 LcOUWS3L' S REPORT

I * nAC33@UN

The Wallace, Dover a Dixon Political Action Committee (the

*Committeen) and J. Cal McCastlain, as treasurer, were referred

to the Office of the General Counsel by the Reports Analysis

Division ("IAD") for receiving loans totalling $5,945 from the

Committee's connected organization, Wallace, Dover &

Dixon, P.A. (the "firm"), in violation of 2 U.S.C. S 441b(a).

The Committee had reported the receipt of three loans totalling

$5,020 from the firm between January 5, 1988 and February 24,

1988, and the receipt of yet another $925 loan from the firm on

C:) August 9, 1988. The Committee also reported making 21

-repayments to the firm between March 1, 1988 and April 20, 1989.

OOn September 1, 1989, the Commission found reason to believe

that the firm and the Committee each violated 2 U.S.C. S 441b(a)

by making and accepting corporate contributions respectively.

II. ANALYSIS (the General Counsel's Briefs are incorporated
herein by reference)

Pursuant to 2 U.S.C. S 441b(b)(2)(C), a corporation may

legally participate in financing federal political activity by

setting up a separate segregated fund and soliciting voluntary

contributions to that fund. Pursuant to 2 U.S.C. S 441b(a), it



io unlawful for an poitical committee to knowl

contribution from 6cOlrpotion. fnfuddtt tt

of contributions a:eoreleans. 2 .S.C. , 441b( (i. I' le.

connected organisatien mty pay the adstinLsttlvo costts of It*

connected organization, for such payment to be legally

sufficient, the connected organization must either pay the

expenses directly or deposit funds in an account segregated froR

political contribution funds. see, e.g., Mu 1544.

On its 1988 April Quarterly Report, the Committee reported

three loans from its connected organization: a January 5, 1988

loan in the amount of $2,500; a February 6, 1988 loan in the

CV amount of $300; and a February 24, 1988 loan in the amount of

I-"D $2,220. On its 1988 October Quarterly Report, the Committee

reported an August 9, 1988 loan from its connected organization

in the amount of $925. As the response of Joanne Sorn makes

clear, the funds which comprised these loans were not used for

Cthe one legitimate use allowed of transfers from a corporation

to its connected organization: payment of the administrative

costs of that connected organization. Instead, they were used

directly by the Committee to make contributions. The other two

affidavits submitted do not dispute this. Accordingly, the

making and acceptance of these loans constitute violations of

2 U.S.C. S 441b(a).

The treasurer of the Committee, J. Cal McCastlain, has

submitted a brief in which he argues only that he personally is

not liable for any violations committed by the Committee, as he

was not treasurer at the time of the violations, and that he no



longer-Is treasurer. Atta at ..u Q * -tit.tate .s

he became treasurer of Mheomittee in s 4-e i# ......

that he signed the 1986 October Quartetlt .p a tt0in ,

According to Mr. NeCastlain, the ComWiSOtj ns policy As to

naming the treasurer as a respondent along with the committee

"must provide flexibility when it Is determined that (1) the

policy would cause an improper respondent to be named, (2) a

more appropriate respondent could be naned, or (3) the policy

would cause an injustice."

co Mr. McCastlain contends that it is clear he is not the

proper respondent for several factors. He was not involved with

the Committee at the time of the violations.1 He has no direct

knowledge of the violations. He is no longer treasurer and is

no longer associated with the Committee. He was never a

0 principal in the firm, and indeed was only with the firm three

months when he was appointed treasurer and had only known of the

CCommittee's existence for two days before he signed the 1988

-- October Quarterly Report. Finally, Mr. McCastlain states that

while serving as treasurer all of his actions were proper.

Under Commission policy, the current treasurer of a

committee is named as a respondent along with that committee so

as to give the Commission one individual with whom to deal

regarding a matter under review. Thus, of all of the reasons

given by Mr. McCastlain as to why he should not be considered a

1. However, he signed (although he did not prepare) the 1988
October Quarterly Report which disclosed the $925 loan which was
made to the Committee by the firm in August 1988.



repondent *6 *1O11C f e only ro*0vait 1611,
is that "t .Uccatleta 6is, nPat .4Zy no left tre&Si~t

However, *2tbeg Att. oftt Uih'a6-clue oM.tiat

treasurer, the Comlttee bUs t amended its statement @f

organization so as to designate a new treasurer, nor Is this

Office aware that a successor treasurer has been selected.

Accordingly, J. Cal NcCestlain remains as treasurer of the

Comittee in the CoMmission's eyes, and should remain as a

respondent.

0% Mr. McCastlain does not argue that the Committee did not

commit any violations. No response brief has been received on

Jbehalf of Wallace, Dover & Dixon, P.A.2

Therefore, this Office recommends that the Commission find

that there is probable cause to believe that Wallace, Dover &

Dixon, P.A. and the Wallace, Dover & Dixon Political Action

2. Initially, this Office intended to recommend to the Commission
that it find probable cause to believe against Dover & Dixon,
P.A., a firm which this Office had been informed was the successor
firm to Wallace, Dover & Dixon, P.A., and a brief was mailed to
Dover & Dixon, P.A. informing them of this intended action. In
their response, Dover & Dixon, P.A. informed this Office that
Wallace, Dover a Dixon, P.A., although in the process of
dissolving, was still a valid corporation. Accordingly, this
Office determined that no recommendation would be made against
Dover & Dixon, P.A. and mailed a new General Counsel's Brief to
the three liquidating agents for Wallace, Dover & Dixon, P.A. No
response has been received to this second brief.



0
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-IV. 334l TII"

1. Find probable cause to believe that Wallace, Dover
Dixon, P.A. violated 2 U.S.C. S 441b(a).

2. Find probable cause to believe that the Wallace, Dover &
Dixon Political Action Committee violated 2 U.S.C.
6 441b(a).

3. The Committee has already repaid the entire amount of the
loans. Repayments had commenced in March, 1988 and were completed
in April 1989. Repayments were reported on the 1988 April
Quarterly, 1988 July Quarterly, Amended 1988 30 Day Post-General,
and Amended 1988 Year-End Reports. Repayments made in 1989 were
reported to RAD by the Committee's treasurer in a letter dated
June 2, 1989. At that time, the treasurer included a Schedule B
which itemized the date and amount of each repayment, but which
was unattached to any quarterly report.

--- llDWI



3. Approve the attaobtd $ %ip
appropriate letters.

attax

Attachments:
1. Respondent's Brief
2. Conciliation Agreements (2)

Staff assigned: Tony Buckley

c\I
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BEFPORE TtiE FEDERAL ELECTION COMtMISSZ

In the Matter of

Wallace, Dover & Dixon, P.A.;
Wallace, Dover, & Dixon Political
Action Comittee and J. Cal
McCastlain, as treasurer.

MUR ai

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that at the

executive session of March 26, 1991, the Commission

decided by a vote of 4-0 to reject the recommendations

contained in the General Counsel's report dated

March 19, 1991, and instead take the following actions

in MUR 2978:

1. Take no further action and close the file
in this matter.

2. Direct the Office of General Counsel to
send an appropriate letter pursuant to
the discussion held at the meeting of
March 26, 1991.

Commissioners Aikens, Josefiak, McDonald, and McGarry

voted affirmatively for the decision; Commissioners

Elliott and Thomas were not present.

Attest:

Date
retary of the Commission

('4

(N4

C

C)-



Dagrr.1 Dover, 2sq.
v& 0 9so, PA.

Litt i. flock, Arkansas 72201

RE: NU 2978
Wallace, Dover & Dixon, P.A.

Dear Mr. Dover:

On September 29, 1989, Wallace, Dover & Dixon, P.A. (the
Ofirs") was notified that the Federal Election Commission found

'N reason to believe that the firm violated 2 U.S.C. I 441b(a). onOctober 16, 1989, the firm submitted a response to the
Commission's reason to believe finding.

(On December 14, 1990, this Office informed you, Dean
Overstreet, and Charles Reynolds, as liquidating agents of the
firm, of its intention to recommend to the Commission that it
find probable cause to believe that the firm violated 2 U.S.c.
5 441b(a). A copy of the General Counsel's Brief was sent to

o you at that time. No response to this notification was
received.

After considering the circumstances of the matter, the
Commission determined on March 26, 1991, to take no further
action against the firm, and closed the file. The file will be
made part of the public record within 30 days. Should you wish
to submit any factual or legal materials to appear on the public
record, please do so within ten days of your receipt of this
letter. Such materials should be sent to the Office of the
General Counsel.

If you have any questions, please contact Tony Buckley, the
attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

BY:
Asso iate General Counsel



fEML ELECTION COMMISSION
WA5HINTOK4D.C. "M

April 19, 1991.

5820 a -vtrn Road
Little fock Arkausas 72207

RE: UB 2978
Wallace, Dover & Dixon
Political Action Committee
and J. Cal McCastlain, as
treasurer

Dear Mr. RcCastlain:

On September 21, 1989, you were notified that the Federal
Election Commission found reason to believe that the Wallace,
Dover & Dixon Political Action Committee (the "Committee") and
you, as treasurer, violated 2 U.S.C. S 441b(a). On October 16,1989, you submitted a response to the Commission's reason to
believe finding.

On August 2, 1990, this Office informed you of its
intention to recommend to the Commission that it find probable

C) cause to believe that the Committee and you, as treasurer,
violated 2 U.S.C. 5 441b(a). A copy of the General Counsel's
Brief was sent to you at that time. On October 2, 1990, you
submitted a response to the General Counsel's Brief.

After considering the circumstances of the matter, the
Commission determined on March 26, 1991, to take no further
action against the Committee and you, as treasurer, and closedthe file. The file will be made part of the public recordwithin 30 days. Should you wish to submit any factual or legal
materials to appear on the public record, please do so within
ten days of your receipt of this letter. Such materials should
be sent to the Office of the General Counsel.

If you have any questions, please contact Tony Buckley, the
attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble

Gso e erunsel

BY: Lois Lerner
1Zsso ciate General Counsel
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