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CAMERON STATION

ALEXANDRIA, VA 2230464178

Mr.l~mellF. Miller o .-

Inspector Gemral• .

FrlElecton Qzmmission -

wahigonD 20463 ( ;2

Dear Mr. Miller:

'11 ifalosed muivranx~i, which descrie suspected illegl political
CC1Itibtions -d by [matmnt of ! ~ ooxtractor Im Fusion, Ire.,
Arn Arbor, MI, is forward~ for a ~iate action. This office has been

deignated as the kjexcy fralu moitor unider Joint Policy M uk NImber

2 (Q rdntion by Adit and Investigative Orzgarzatioris Involving
' Allegaticiw of Fraud). Please request any inesigtve egulL to ~id

this tatter is referred to provie us with their cae ciito nuiber; the

infniaio regarin significant events in the inesiato. Inan
::: event, we wuld a~preciate being informd of the dislxsition of this me.

(wictir shzl/d referr~ or C3ase Numbr 93-049.

'fl DA point of crtc for aiit uatters is Mr. Frar~is A. Lsret,
kai Maxagr, who can be rede at (313) 226-7260. The DC A point of

tact for fraud utters is Ms. Linda Wilar, Jusic .iaio Aixattr,
Scan be r at (202) 514-0832 or (703) 274-7775.

Sirrey,

DCA Case No. 93-049

RD, Northeastern Region
Branc± Manager, Great Lakes Branchi Offioe
~D OAIG-C:IFO

FOR OFFICIAL USE CINLY



EFENSE CONTRACT AUDIT AGENCY
NORTHEASTERN REGION
Great Lakes Branch Office

Patnck V. McNamara Building
477 Michigan Avenue Suite 400

Detroit Michigan 48226-2571
IN REPLY REFER TO)

730.1 26 lbd 1993
93-093

~AI N~ HARw. gr, DCAAL, CA STATIQI, B[TUDDIG 4,
ALXNDI, VA 22304-6178

AT'arI: OAD

aB t: Suspected Ireuaities -

Political Cnriutins
ICS' Fusion, Inc.

INiile reviewinq o~ttion in m4Ir of Dirco's fe umdsr the
omntractor's Cf 1991 incuirred oot anil final mulesion, wa foxud
uhtat my be an irregularity cxondrK political ocrtikuticu. Ti

~s~ is referred to your office in o01omnr with CAM 4-706.4 direction.

Attd to the v I~e detail for each of the Dirto' s quarterly
pa[yment wee cpies of twoiteral-an . Qu dated5 July
1988 whtiic increased the rate f Dirco cqlrwm fr~u 750.00 to

-- $1,000.00 per nKonth - effective 1 Ajril 1988. flu saoredx eo, sicpib
Director on various dates in July stated "[ui ftkt' ioice,

©! pleas dedu $250.00 fr my Dirco's ducdk for a otrirbluirn to the
36 Fusion, Inc. Political Action Fixd."

We mad a written requst, dae 11 Ibc 1933, to 36 for worta to
the files of the Minutes to the Board f Dirco's instiuup fo a's 1988
through 1992 and the KI Fusion, Inc. Political Action F E files for the

-m period.

* -In a letter fromn 1Q.S, dated 17 t'brdi 1993, they earcloe copies f the
Mrtsof the Board of Directors for 1988 through 1992 (w hadrguse

. wor to the files not oopies) and stated a dal of aoos to the files
of the iMS Fusion, Inc. Political Action FUnd (PA?).

The auint cntrikuted kiy the Board of Directors to the PA? for C'
1991 was $5, 000.00. However, wa ck not know what the total contributions
by all uuployees ware or how they wre speit.

The~ contractor's primary oistomer was/is the DOE with ainistrative
responsibilities cut of their San Francisco office. Houver, because of
its inability to obtain a folcow on contract with DOE, 36S is ojzrwtly on
the veg of going cut of Lusiress aid is pisur an aggressive str

FO)R OFFICIAL USE ON4LY



2261 9
730.1

with DOE toits fcrm

oAid s-mt:m

26 )larc 199393-093

rw~t a a "Globel Settlinit:" imi assocate wievthcomtracL. In this regr the. has bra cwwidwadb.
frar/ir'ssl'e f(] th DOE to rae a Ssttlamt wirth mS

be in the hit itrests of the govmiint.

Sincerely

Karhcis A. Leonatti
Brar~ ~n~r

cf: RS-2

FOR OFFICIAL USE ONILY

f '-
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FEDERAl iLECTION CO)MMISSION

MAY 11, 1993

William J. Sharkey,
Assistant Director, Operations
Defense Contract Audit Agency
Cameron Station
Alexandria, VA 22304-6178

RE: Pre-MUR 279

Dear Mir. Sharkey:

This is to acknowledge receipt of your letter dated April

~16, 1993, advising us of the possibility of a violation of the

Federal Election Campaign Act of 1971, as amended ("the Act") by

KMS Fusion, Inc. We are currently reviewing the matter and will

: , advise you of the Commission's determination.

~If you have any questions, please call (202) 219-3690 and

ask to speak with a member of the Central Enforcement Docket

4 (CED). Our file number for this matter is Pre-MUR 279.

~Pursuant to 2 U.S.C. S 437g(a)(4)(B) and S 437g(a)(12)(A),

'r+*:the Commission's review of this matter shall remain confidential

until the file has been closed.

Sincerely,

Lawrence M. Noble

tO General Counsel

BY: SLo erner
Associate General Counsel
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: l~l ml ICbmrnunloetlon

July 5, 19ns

Pmridi to: ReItbeca NckklIns

CiW . C. LTddy

Fwem 1. 0,.omsn

SMject li Sloard4icluqa"satlon

Pleas increase the rate of Director Coipesattonl from $750.00 to
$1,11S.W per ubath effective 1 Aril 11NS.

£> ~ f/I
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ms Indutv'ie, Inc.
P. 0. hi 1770
Ann Arbor, MI 48106-1778

DIS Fusion, Inc.Attn: D4S FuinPotigcal Actiof Fired
P. 0. Box 1567
Ann Arbor, NI 46106-157

Until further notice, please deduct $250.00 fuul q', Directors; cbck for acontribution to the 10S Finson, Inc. Political Action FuNd,

Dated:

Barrett,, PAP TreasurerJohnson
Iocknsw
White, PAF Bookkeeper

-: I ii _>L ib J Y Iin -hil7

CC:P. 9.g
L.O..
Rt.S.
C. F.

64/8S/94010:47
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Uskert A. Carrane
CaneseZwirm Nmu &

Fralfeld
100 N. Ladall.,

egg., 6t;1 Fl.
ChiCago, IL602

05i Industr~es, Inc.Attn, T. C. Llddy
P. 0. Sox 1778
Ann Arbort41I 48300-1778

Dear Mr. Liddy:

Until further notice, plemse deduct $250.00 from I Director's checkfo ontribution to the 05I Fusion, Inc. Political Action Fund,

jv LU?
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St 1-240
Oklahema Cityr, OK 73135

lOI Industries, Inc.Atta: T. C. Liddy
P. 0. 3ox 1773
AnArbor, MI 44)05-1775

Dear Kr, Liddy:

Unti1 further notice, please dedclt S250.OOom iW O Prectors check for aconatribution to the mS Fusion, ImK. Politica1 Action Fund.

Sfm~er117,

Dated:

=~? V
hzrett, P.
~iq: PM File

£T-I2~ 'I'?

/

/
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Tetesce C. Lidy *c:. ~ -,,..1~*

P. O. hx17 ',
Ann Arbor, .IIa

USFusion, Inc.Atta: DUS Fusion Politica1 Action Fend
P. 0. BoA 1K?
Ann Arbor, N! 4810-1567

Wntil furtber notice, please deject $2N.@@ from Director's check for acontribution to the 106 Fusion, Inc. Political Actionl Fond.

Sincerely,

/ae

CCI I.. D. Johnson
P. H. Barrett
C. F. Whte

SJ. )• .- 7

! .... ...... II II Ill II .. .. ....... I.J-...I-II ... . ...

84'9S94 1.:4S u-1 w o. .e ;
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Charles K. LI go.ALCOA Material$ Sd mice Div.
1501 ALCOA Mildm!
Pittsburgh, PA 152 9

lOI5 Industries, Inc,Attn: 1. C. Liddy
P, 0. Sox 1778
Ann Arbor, N! 48106-1778

Dear Mr. Liddy:

Until further notice, please deduct $ZO4.00 framl I Drtor's check
for a contribution to the lOIS Fusiom, Inc. Political Actios Fund,

Sicerely,

urlas KC. Ligos

Dated:_______

Distribution:R. Hochklnsav
P. Cusslgh
P. Barrett
Orig: PAF Files
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Prescott . AZ 66501

ISIndustries, Inc.Attn: 1. C. Liddy
P. 0. Sox 1775
Ann Arbor, HI 48!00-1778

Dear Hr. Liddy:
Until further notice, please deduct S250.OO from my Dhrector's checkfor a contribution to the DIS Fusion, Inc. Political Action Fund.

Sincerely,

J8 C. Sard

DISTRIBUTIO4:1Hochkins
Barrett
Olg: PAF File

,-

7

Dated ~"H I##

'U)

04/9 < 010:49
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Med C. JLauenah343 034 I~cory Road
Pair:fteld, CT 04430

XIII Industries, I:no.
Attnrs T. C. Liddy
P.O. flaK 177S
Ann Arbo:z, MlZ 43106-177S

Dear: Mr. LALddy:

Tn t±L1 fr-ther notice, pleas.m deG.c $250.00 rroml my Direotorsmcbeok for a contribution to the DI lusion, Inc. lol£tlcal Aairn
FUnd.

Ttis oribu~tion is mad by -m in my ca psoity as a privatet
cititsen and not on behalf of thin m Copation.

DISTRIBUITION
Hochkln$
8arre~t
Ortg: PAF rtle

0712ID01, .TXT
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FEDERAL ELECTION CONRISSION o
999 K Street, N.W. - ~ ~2 ~1

Washington, D.C. 20463

Pre-MUR * 279
Activation Date: 09/27/93
STAFF MEMBER Craig D. Reffner

SOURCE: INTERNALLY GENERATED

RESPONDENTS: KMS Fusion, Inc.
KMS Fusion, Inc., Political Action Fund

RELEVANT STATUTES: 2 U.S.C. S 441b
2 U.S.C. S 441c
2 U.S.C. S 441f

INTERNAL REPORTS CHECKED: Disclosure Materials
Contributor Index

FEDERAL AGENCIES CHECKED: Department of Defense

I. GENERATION OF RLATTER

This matter was generated by a referral from the Department

of Defense ("ID)D"). According to the referral materials, MS

Fusion, Inc. ("KMS"), apparently reimbursed a numbez of its

directors for their contributions to the firm's separate

segregated fund, the KMS Fusion, Inc., Political Action Fund

("MRS-5SF") in violation of 2 U.S.C. SS 441b and 441f. In

addition, the referral materials show that KMS held a contract

with a Federal agency at the time of the purported reimbursements.

Thus, it appears that a violation of 2 U.S.C. S 441c may have also

occurred.
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I I. FACTUAL ABED LEGAL ANALYSI S

A. Statement of the Lay

Pursuant to Section 44lf of the Act, "[njo person shall make

a contribution in the name of another or knowingly permit his name

to be used to effect such a contribution, and no person shall

knowingly accept a contribution made by one person in the name of

another person."

Under Section 441b of the Act, corporations are prohibited

from making contributions or expenditures from their general

treasury funds in connection vith Federal elections. Furthermore,
CD

no officer or director of a corporation may consent to any

contribution or expenditure by the corporation. 2 U.S.C.

S 441b(a).

C The Act also prohibits any person who enters into a contract
\ with the United States or any department or agency thereof from

making any contribution of money or other things of value, or to

promise expressly or impliedly to make any such contribution to

any political party, committee, or candidate for public office or

~to any person for any political purpose or use; or knowingly to

solicit any such contribution from any person for any such person

for any such purpose during any such period. 2 U.S.C. $ 441c.

This prohibition applies to any contract for either the rendition

of personal services or the furnishing of any material, supplies,

or equipment to the United States or any department or agency

thereof or for the selling of any land or building to the United

States or any department or agency thereof, if payment for the

performance of such contract or payment for such material,
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supplies, equipment, land, or building is to be made in whole or
in part from funds appropriated by the Congress. In addition,

this prohibition applies at any time between the commencement of

negotiations for and the later of (A) the completion of

performance under; or (B) the termination of negotiations for such

contract or furnishings of material, supplies, equipment, land, or

buildings.

S. Analysis

According to the referral materials, a DOD review of

documentation in support of KMS's Directors' fees disclosed two

~internal KMS memoranda indicating that KMS directors may have been

~reimbursed for their contributions to KMS-SSF. The first

7 memorandum, dated July 5, 1988, shows that KMS purportedly

C "increased the rate of Director compensation from $750 to $1000

per month - effective 1 April 1988." Referral at 2. The second

memorandum, purportedly signed by each director on various dates

in July 1988 provides: "'Until further notice, please deduct

$250.00 from my Director's check for a contribution to the KMS

~Fusion, Inc. Political Action Fund.'" Id. I The referral states
that DOD requested access to the files of KMS-SSF as well as the

minutes of the KMS Board of Director's meetings for 1988 through

1992. According to the referral, KMS denied the request, and

1. In response to our request for these underlying documents,
DOD produced copies of the July 5, 1988 memorandum authorizing an
increase in the rate of Director Compensation as well as the
corresponding payroll deduction authorization forms for seven of
the ten directors. Attachment G.
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instead enclosed copies of the Minutes of the Board of Directors

for 1988 through 1992.

Disclosure materials show that between 1988 and 1993, ten

individuals identified as directors at KMS regularly 3ade $250

contributions to KMS-SSF. Attachment E. Most recently, on July

14, 1993, three of these directors each contributed $295 to the

KMS-SSF. In all, these contributions, which were often made on

the same dates on what appears to be a quarterly basis, total

$28,885. In addition, the referral materials show that KMS

increased its directors' salaries by $250 at approximately the

same time that various KMS directors authorized a $250 deduction

from their paychecks fOr the KMS-SSF. These contributions thus

appear suspect given that the directors made them in the same

C amounts, on the same dates and at a time when their compensation

\ was increased by the amount they were regularly contributing.

Furthermore, these contributions were apparently reimbursed at a

time when KMS Fusion held a contract with the United States

government.

Accordingly, this Office recommends that the Commission find

reason to believe that KMS Fusion, Inc., knowingly and wilfully

violated 2 U.S.C. SS 441b, 441c and 441f.

with regard to the ten KMS directors who contributed to the

KMS-SSF, this Office recommends that the Commission find reason to

believe that Donald Musinski, Robert Carrane, James Bard, Ned

Lautenbach, Patrick Long, Charles Ligon, Thomas Stafford, Raymond

Halcomb, Terence Liddy, and Richard Fry knowingly and wilfully

violated 2 U.S.C. S 441f, by allowing their names to be used to
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sake corporate contributions. The Act also prohibits any officer
~or director from consenting to a corporate contribution and the

available information here shows that these ten directors may have

authorized the reimbursements for their contributions.

Accordingly, this Office recommends that the Commission find

reason to believe that KMS Fusion, Inc., and Donald Musinski,

Robert Carrane, James Bard, Ned Lautenbach, Patrick Long, Charles

Ligon, Thomas Stafford, Raymond Halcoab, Terence Liddy, and

Richard Fry, as directors of KMS Fusion, Inc., each knowingly and

wilfully violated 2 U.S.C. S 441b by consenting to contributions

! by the corporation.

In addition, the Act prohibits any person, including a

: political committee, from accepting a contribution made in the

~name of another. In the matter at hand, the available information

~shows that Terence C. Liddy, one of the directors who began

contributing to KMS-SSF in 1989, now serves as the treasurer of

KMS-SSF. In this regard, Mr. Liddy may have been acutely aware

that KMS was reimbursing its directors for their contributions to

. the KMS-SSF. Accordingly, this Office recommends that the

Commission find reason to believe that the KMS Fusion, Inc.,

Political Action Fund and Terence C. Liddy, as treasurer,

knowingly and wilfully violated 2 U.S.C. 55 441b and 441f.

C. Discovery

It is presently unclear how many directors served at KMS

during the time period in question and whether each was reimbursed

for their contributions to the KMS-SSF. It is also unclear

whether the directors' compensation actually increased $250 "per
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month" since their respective contributions to KMS-SSP appear to

have been made quarterly. In addition, disclosure materials show

that several KMS directors made contributions to various Federal

candidates. Attachment F. Although some of the contributions

were made in the same amounts to the same candidate on the same

day, it is unclear, at this time, whether these directors were

reimbursed for these contributions.

Accordingly, this Office recommends that the Commission

approve Subpoenas for the Production of Documents and Orders to

Submit Written Answers to KMS, the KMS-SSF and the named ten

directors. Attachments D (subpoena to KMS and KMS-SSF) and

K (sample subpoena for directors). When answered, these subpoenas

should resolve many of the issues in this matter. In addition,

~they will enable us to assess whether deposition testimony is

'0 warranted and, if so, which directors and other employees should

be subpoenaed to provide testimony. We will report to the

Commission after the responses to these subpoenas are received.

III. RECORRIENDATIONS

1. Open a MUR.

2. Find reason to believe that KMS Fusion, Inc., knowingly
and wilfully violated 2 U.S.C. SS 441b, 441c and 441f.

3. Find reason to believe that the KMS Fusion, Inc.,
Political Action Fund and Terence C. Liddy, as
treasurer, knowingly and wilfully violated 2 U.S.C.
SS 441b and 441f.
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4. Find reason to believe that the following RMS Fusion,Inc., directors, Donald Musinaki, Robert Carrane, James
Bard, Ned Lautenbach, Patrick Long, Charles Ligon,
Thomas Stafford, Raymond Halcoub, Terence Liddy, and
Richard Fry each knowingly and wilfully violated
2 U.S.C. SS 441b and 441f.

5. Approve the attached Factual and Legal Analyses, the
attached subpoenas and the appropriate letters.

Lawrence N. Noble
General Counsel

Date /fLois G. Le ner
Associate General Counsel

-Attachments:

A. Proposed Factual and Legal Analyses to KMS and KNS-SSF
B. Proposed Sample Factual £ Legal Analysis for Directors
C. Subpoena to KMS and KNS-SSF
D. Sample Subpoena for directors
3. Chart of contributions to KNS-SSF
F. Chart of contributions to Federal candidates

SG. Documents produced by DOD



FEDERAL ELECTIO\ COMMISSION

MEMORA, NDUM

TO: LAWRENCE P1. NOBLE
GENERAL COUNSEL

FROM: MARJORIE W. EMMONS/BONNIE J. ROSS

COMMISSION SECRETARY

DATE: APRIL 20, 1994

SUBJECT: PRE-MUR 279 - FIRST GENERAL COUNSEL'S REPORT

DATED APRIL 15, 1994.

The above-captioned document yas circulated 
to the

Commission on Monday, April 18, 1994 at 11:00 aom. •

Objection(s) have been received from the

C , Commissioner(s) as indicated by the namae(s) checked below:

- Commissioner Aikens _____

SCommissioner Elliott _____

Commissioner McDonald XXX

u commissioner McGar ry _____

Commissioner Potter _____

Commissioner Thomas XXX

This matter will be placed on the meeting 
agenda

Please notify us who will represent your Division before

the Commission on this matter.
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) Pre-MuR 279KMS Fusion, Inc.; )KMS Fusion, Inc., Political Action Fund ) K 3 44

CERTI FICATION

I, Marjorie W. Emons, recording secretary for the
Federal Election Commission executive session on May 10,
1994, do hereby certify that the Commission decided by a

~vote of 5-1 to take the following actions with respect

-- to Pre-MUR 279:

S1. Open a MUR.

C 2. Find reason to believe that KIIS Fusion,'CInc., knowingly and wilfully violated
. 2 U.S.c. SS 441b, 441c, and 441f.

3. Find reason to believe that the KMS' Fusion, Inc., Political Action Fund
and Terence C. Liddy, as treasurer,L knowingly and wilfully violated 2 U.S.C.
|SS 441b and 441f.

4. Find reason to believe that the following
KMS Fusion, Inc., directors, DonaldMusinski, Robert Carrane, James Bard,Ned Lautenbach, Patrick Long, CharlesLigon, Thomas Stafford, Raymond Halcomb,
Terence Liddy, and Richard Fry eachknowingly and wilfully violated 2 U.s.c.
SS 441b and 441f.

(continued)



Federal Election Commission
Certification for Pre-MUR 279
May 10, 1994

Page 2

5. Approve the Factual and Legal Analyses,the subpoenas and the appropriate
letters as recommended in the General
Counsel's report dated April 15, 1994.

Commissioners Aikens, Elliott, McGmrry, Potter,

and Thomas voted affirmatively for the decision;

Commissioner McDonald dissented.

Attest:

>7/JA2~u~L ~*1~AI
(Marjorie W. Emmons-S rotary of the Commission

- Date



i~I A FEDERAL ELECTION COMMISSION
vASHI1() D C 2046

MA8Y 17, 1994

CERTIFID RAIL
RETURN R3CEIPT REQUESTED

Ned C. Lautenbach
343 Old Hickory Road
Fairfield, Connecticut 06430

RE: MUR 3966
Ned C. Lautenbach

Dear Mr. Lautenbach:

On May 10, 1994, the Federal Election Commission found that
there is reason to believe you knowingly and wilfully violated
2 U.S.C. 55 441b and 441f, provisions 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
finding, is attached for your information.

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 along with answers to the enclosed questions within 30 days

of your receipt of this letter. Where appropriate, statements
should be submitted under oath. In the absence of additional
information, the Commission may find probable cause to believe
that a violation has occurred and proceed with conciliation.

It 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 Offl-ce 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 pre-probable cause conciliation

after briefs on probable cause have been mailed to the respondent.



Ned C. Lautenbach
Page 2

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five day.
prior to the due date of the response and specific good cause must
be demonstrated. In addition, the Office of the General Counsel
ordinarily will not give extensions beyond 20 days.

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address, and telephone number of such counsel,
and authorizing such counsel to receive any notifications and
other communications from the Commission.

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.

For your information, we have enclosed a brief description
~of the Commission's procedures for handling possible violations of

the Act. If you have any questions, please contact Craig D.~Reffner, the attorney assigned to this matter, at (202) 219-3400.

For the Commission,

:" Tr~v Potter

~Chairman

~Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form

~Questions



FEDERAL ELECTION CONRMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Ned C. Lautenbach RE: NUR 3966

Pursuant to Section 441f of the Federal Election Campaign

Act of 1971, as amended (the "Act"), "[n~o person shall make a

contribution in the name of another or knowingly permit his name

to be used to effect such a contribution, and no person shall

knowingly accept a contribution made by one person in the name of

another person." Under Section 441b of the Act, corporations are

S prohibited from making contributions or expenditures from their

. general treasury funds in connection with Federal elections.

Furthermore, no officer or director of a corporation may consent

S to any contribution or expenditure by the corporation. 2 U.S.C.

S 441b(a).

Based upon information ascertained by the Federal Election

Commission ("the Commission") in the normal course of carrying out

its supervisory responsibilities, see 2 U.S.C. S 437g(a)(2), it

appears that KitS Fusion, Inc. ("KMS"), reimbursed Ned C.

Lautenbach for his contributions to the KMS Fusion, Inc.,

Political Action Fund ("KMS.-SSF"). Indeed, an audit of KMS

conducted by the Department of Defense shows that KMS increased

its directors' salaries by $250 at approximately the same time

that various directors for KMS authorized a $250 payroll deduction

for the KMS-SSF. Disclosure materials filed with the Commission

confirm that between 1988 and 1993 various individuals identified
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as directors at KMS, including Mr. Lautenbach, regularly made $250

contributions to KM$-SSF. Most recently, on July 14, 1993, three

of these directors each contributed $295 to the KMS-SSF.

Hr. Lautenbach's contributions thus appear suspect as having been

reimbursed given that he made them in the same amounts, on the

same dates and at a time when his compensation was increased by

the amount he was regularly contributing. Furthermore, the Act

prohibits any officer or director from consenting to a corporate

contribution and it appears that Mr. Lautenbach, as a director,

consented to his reimbursements by KIIS.

Therefore, there is reason to believe that Ned C. Lautenbach

knowingly and wilfully violated 2 U.S.C. S 441f, by permitting his

name to be used to make a contribution in the name of another, and

2 U.S.C. S 441b, by consenting to contributions by a corporation.



BEFORE THE FEDERAL ELECTION CONNISSIOM

)
In the Matter of ) HUE 3966

)

SUBPOENA TO PRoDUCE DOCUKENTS
ORDER TO suBRxT wIEx N llt

TO: Ned C. Lautenbach
343 Old Hickory Road
yairfield, Connecticut 06430

Pursuant to 2 U.S.c. S 437d(a)(1) and (3), and in

furtherance of its investigation in the above-captioned matter,

the Federal Election Commission hereby orders you to submit

written answers to the questions attached to this Order and

: subpoenas you to produce the documents requested on the attachment

, to this Subpoena. Legible copies which, where applicable, show

both sides of the documents may be substituted for originals.

~Such answers must be submitted under oath and must be

':: forwarded to the Office of the General Counsel, Federal Election

c Commission, 999 E Street, N.W., Washington, D.C. 20463, along

with the requested documents within 30 days of receipt of this

Order and Subpoena.
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WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in Washington, D.C. on this 171A
, day of ,1994.

For the Commission,

~Trevor Potter

C. Chairman

, ATTEST:

ItarolW.In

fi~Secretary to the Commission

" Attachment
Questions and Request for Production of DocumentsCwith Instructions and Definitions



QUESTIONS AND REQUEST FOR PRODUCTION OF DOCUMENTS

INSTRUCTIONS

In answering these questions 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 question 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.

C If you cannot answer the following questions 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 youdid in attempting to secure the unknown information.

Should you claim a privilege with respect to any documents,
r commaunications, 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 detail
~to provide justification for the claim. Each claim of privilege
~must specify in detail all the grounds on which it rests.

t Unless otherwise indicated, the discovery request shall
~refer to the time period from January 1, 1987 to the present.

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.



NUR 3966
Ned C. Lautenbach
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DEFINITIONS

For the purpose of these discovery requests, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean the named respondent in this action to whoa
these discovery requests are addressed, including all officers,
employees, agents or attorneys thereof.

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

"Compensation" shall mean money or any other item of value.

"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, 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,
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 request for the production of documents any
documents and materials which may otherwise be construed to be out
of their scope.



Ned Co LautenbachPage 3

QUESTIONS AND REQUEST FOR PRODUCTION OF DOCUMENTS

QUESTIONS

1. Identify all contributions you made to the KMS Fusion,Inc., Political Action Fund., including the amount ofeach contribution and the date it was made. Inaddition, for each contribution, state:

a. whether you made the contribution in response to asolicitation and, if so, describe the solicitation,including the identify of the persons who made thesolicitation and all communications between you andthe persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for thecontribution and, if so, describe in detail how youC were compensated, including the total amount youreceved wheheryou requested the compensation,~the identity of the persons who authorized thecompensation and all communications between you andthe persons identified in your response concerning
~such compensation.

2. Identify all contributions you made to any Federalcandidates or Federal political committees (other thanthe KMtS Fusion, Inc., Political Action Fund), including..... the amount of the contribution, the date it was made andthe identity of the Federal candidate or Federal' political committee who received the contribution. In
L addition, for each contribution, state:

a. whether you made the contribution in response to asolicitation and, if so, describe the solicitation,including the identify of the persons who made thesolicitation and all communications between you andthe persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for thecontribution and, if so, describe in detail how youwere compensated, including the total amount youreceived, whether you requested the compensation,the identity of the persons who authorized thecompensation and all communications between you andthe persons identified in your response concerning
the contribution.
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3. Produce all documents that relate or pertain to your
answers to the above questions including, but notlimited to, any requests for compensation orreimbursement, diaries, copies of canceled checks, check
registers and solicitations.



FEDERAL ELECTION COMMISSION

WASHNGI(% D 2041 1AY 17, 1994

CERTIFIEDNIL

Robert A. Carrane
Robert A. Carrane & Associates
100 N. LaSalle, *600
Chicago, Illinois 60602

RE: MUR 3966

Robert A. Carrane

Dear Mr. Carrane:

On May 10, 1994, the Federal Election Commission found that
0' there is reason to believe you knowingly and wilfully violated

2 U.S.C. SS 441b and 441f, provisions 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 finding,

is attached for your information.

You may submit any factual or legal materials that you
-O believe are relevant to the Commission's consideration of this

matter. Please submit such materials to the General Counsel's
Office along with answers to the enclosed questions within 30 days

~of your receipt of this letter. Where appropriate, statements
should be submitted under oath. In the absence of additional
information, 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.
5 111.18(d). Upon receipt of the request, the offl-ce 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 pre-probable cause conciliation
after briefs on probable cause have been mailed to the respondent.



Robert A. Carrane
Page 2

Requests for extensions of time will not be routinely

granted. Requests must be made in writing at least five days

prior to the due date of the response and 
specific good cause must

bdemonstrated. In addition, the Office of the General Counsel

ordinarily will not give extensions beyond 
20 days.

If you intend to be represented by counsel 
in this matter,

please advise the Commission by completing the enclosed 
form

stating the name, address, and telephone number 
of such counsel,

and authorizing such counsel to receive any notifications and

other communications from the Commission.

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.

C) Fr your information, we have enclosed a brief description

of the Commission's procedures for handling possible violations of

~the Act. If you have any questions, please contact Craig 
D.

~Reffner, the attorney assigned to this matter, 
at (202) 219-3400.

=- For the Commission,

.... Trevor Potter

" Chairman

Enclosures
Factual and Legal Analysis

U Procedures
Designation of Counsel Form

~Questions



FEDERAL ELECTION COMMlISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Robert A. Carrane RE: MUR 3966

Pursuant to Section 441f of the Federal Election Campaign

Act of 1971, as amended (the "Act'), "[njo person shall make a

contribution in the name of another or knowingly permit his name

to be used to effect such a contribution, and no person shall

knowingly accept a contribution made by one person in the name of

another person." Under Section 441b of the Act, corporations are

,.- prohibited from making contributions or expenditures from their

~general treasury funds in connection with Federal elections.

Furthermore, no officer or director of a corporation may consent

to any contribution or expenditure by the corporation. 2 U.S.C.

S 441b(a).

Based upon information ascertained by the Federal Election

~Commission ("the Commission") in the normal course of carrying out

its supervisory responsibilities, see 2 U.S.C. S 437g(a)(2), it

appears that KMS Fusion, Inc. ("KMS"), reimbursed Robert A.

Carrane for his contributions to the KMS Fusion, Inc., Political

Action Fund ("KMS-SSF"). Indeed, an audit of KMS conducted by the

Department of Defense shows that KMS increased its directors'

salaries by $250 at approximately the same time that various

directors for KMS authorized a $250 payroll deduction for the

KMS-SSF. Disclosure materials filed with the Commission confirm

that between 1988 and 1993 various individuals identified as
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directors at KMS, including Hr. Carrane, regularly made $250

contributions to KS-SSF. Most recently, on July 14, 1993, three

of these directors each contributed $295 to the KMS-SSF.

Mr. Carrane's contributions thus appear suspect as having been

reimbursed given that he made them in the same amounts, on the

same dates and at a time when his compensation was increased by

the amount he was regularly contributing. Furthermore, the Act

prohibits any officer or director from consenting to a corporate

contribution and it appears that Hr. Carrane, as a director,

consented to his reimbursements by KMS.

~Therefore, there is reason to believe that Robert A. Carrane

knowingly and wilfully violated 2 U.S.C. S 441f, by permitting his

name to be used to make a contribution in the name of another, and

, 2 U.S.C. S 441b, by consenting to contributions by a corporation.



BEFORE THE FEDERAL ELECTIONM COMISSION

)
In the Matter of ) MUR 3966

)

SUBPOENA TO PRODUCE DOCUMNTS
ORDER TO SUBMIT WRITTEN A NSRS

TO: Robert A. Carrane
Robert A. Carrane & Associates
100 N. LaSalle, *600
Chicago, Illinois 60602

Pursuant to 2 U.S.C. S 437d(a)(l) and (3), and in

*. furtherance of its investigation in the above-captioned matter,

~the Federal Election Commission hereby orders you to submit

written answers to the questions attached to this Order and

subpoenas you to produce the documents requested on the attachment

to this Subpoena. Legible copies which, where applicable, show

both sides of the documents may be substituted for originals.

Such answers must be submitted under oath and must be

forwarded to the Office of the General Counsel, Federal Election

~Commission, 999 E Street, N.W., Washington, D.C. 20463, along

with the requested documents within 30 days of receipt of this

Order and Subpoena.



NUR 3966Robert A. Carrane
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WHEREFORE, the Chairman of the Federal Election Couuission

has hereunto set his handinWsntoDC onhi

•day of , 1994.

For the Commission,

Trevor Potter
:- Chairman

ATTEST:

\9 arorl e W. Emons '
r to the Co ssio

" Attachment
r Questions and Request for Production of Documents

with Instructions and Definitions



MUR 3966Robert A. Carrane
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DEFINITIONS

For the purpose of these discovery requests, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean the named respondent in this action to whom
these discovery requests are addressed, including all officers,
employees, agents or attorneys thereof.

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

"Compensation" shall mean money or any other item of value.

"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, 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,

~if any, appearing thereon, the date on which the document was
prepared, the title of the document, the general subject matter of

L 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 request for the production of documents any
documents and materials which may otherwise be construed to be out
of their scope.



RUM 3966R obert A. Carrane
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QUESTIONS AD REQUEsT FoR PRODUCTION oF DocuMENs

1. Identify all contributions you made to the KMS Fusion,
Inc., Political Action Fund., including the amount of
each contribution and the date it was made. In
addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the
solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for the
contribution and, if so, describe in detail how you>i were compensated, including the total amount you
received, whether you requested the compensation,~the identity of the persons who authorized the
compensation and all communications between you and
the persons identified in your response concerning

C such compensation.

2. Identify all contributions you made to any Federalcandidates or Federal political committees (other than
_- the KMS Fusion, Inc., Political Action Fund), including~the amount of the contribution, the date it was made and

T the identity of the Federal candidate or Federal
political committee who received the contribution. In
addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the
solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for the
contribution and, if so, describe in detail how you
were compensated, including the total amount you
received, whether you requested the compensation,
the identity of the persons who authorized the
compensation and all communications between you and
the persons identified in your response concerning
the contribution.
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3. Produce all documents that relate or pertain to youranswers to the above questions including, but notlimited to, any requests for compensation orreimbursement, diaries, copies of canceled checks, check
registers and solicitations.



FEDERAL ELECTION COMMISSION

MAY 17, 1994

CERTIFIED NAIL
RURREEP REUSTED

Richard K. Fry
2101 Hill Street
Ann Arbor, Michigan 48104

RE: NUR 3966
Richard K. Fry

Dear Mr. Fry:

On May 10, 1994, the Federal Election Commission found that
" there is reason to believe you knowingly and wilfully violated

2 U.S.C. SS 441b and 441f, provisions of the Federal Election
Campaign Act of 1971, as amended ('the Act'). The Factual and

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

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 along with answers to the enclosed questions within 30 days
~of your receipt of this letter. Where appropriate, statements

should be submitted under oath. In the absence of additional
information, 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 OfITce 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 pre-probable cause conciliation
after briefs on probable cause have been mailed to the respondent.
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Requests for extensions of time wiii not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause must
be demonstrated. In addition, the Office of the General Counsel
ordinarily will not give extensions beyond 20 days.

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address, and telephone number of such counsel.
and authorizing such counsel to receive any notifications and
other communications from the Commission.

This matter will remain confidential in accordance with
2 U.S.C. 55 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.

C For your information, we have enclosed a brief description
of the Commission's procedures for handling possible violations of

:'* the Act. If you have any questions, please contact Craig D.
. Reffner, the attorney assigned to this matter, at (202) 219-3400.

~For the Commission,

\9 .-. r Potter

Chairman

Enclosures
: Factual and Legal Analysis

Procedures
Designation of Counsel Form

~Questions



FEDERAL ELECION CONNISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Richard 3. Fry RE: MUR 3966

Pursuant to Section 44lf of the Federal Election Campaign

Act of 1971, as amended (the "Act"), "[njo person shall make a

contribution in the name of another or knowingly permit his name

to be used to effect such a contribution, and no person shall

knowingly accept a contribution made by one person in the name of

~another person." Under Section 441b of the Act, corporations are

prohibited from making contributions or expenditures from their

general treasury funds in connection with Federal elections.

Furthermore, no officer or director of a corporation may consent

to any contribution or expenditure by the corporation. 2 U.S.C.

.. | 441b(a).

~Based upon information ascertained by the Federal Election

(Commission ("the Commission") in the normal course of carrying out

its supervisory responsibilities, see 2 U.S.C. S 437g(a)(2), it

appears that KMtS Fusion, Inc. ("KISS"), reimbursed Richard 3. Fry

for his contributions to the KMS Fusion, Inc., Political Action

Fund ("KMS-SSF"). Indeed, an audit of KIMS conducted by the

Department of Defense shows that KIMS increased its directors'

salaries by $250 at approximately the same time that various

directors for KMS authorized a $250 payroll deduction for the

KMS-SSF. Disclosure materials filed with the Commission confirm

that between 1988 and 1993 various individuals identified as
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directors at KMS, including Mr. Fry, regularly made $250

contributions to KMS-SSF. Most recently, on July 14, 1993, three

of these directors each contributed $295 to the KMS-ssF.

Mr. Fry's contributions thus appear suspect as having been

reimbursed given that he made them in the same amounts, on the

same dates and at a time when his compensation was increased by

the amount he was regularly contributing. Furthermore, the Act

prohibits any officer or director from consenting to a corporate

contribution and it appears that Mr. Fry, as a director, consented

to his reimbursements by KMS.

--- Therefore, there is reason to believe that Richard B. Fry

knowingly and wilfully violated 2 U.s.C. S 441f, by permitting his

name to be used to make a contribution in the name of another, and

2 U.S.C. S 441b, by consenting to contributions by a corporation.
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BEFORE THE FEDERAL ELECTION CONKISON

)
In the Matter of ) MUR 3966

)

suBPOENA TO PRoDUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSwES8

TO: Richard E. Fry
2101 Hill street
Ann Arbor, Michigan 48104

Pursuant to 2 U.s.c. S 437d(a)(1) and (3), and in

furtherance of its investigation in the above-captioned matter,

... the Federal Election Commission hereby orders you to submit

written answers to the questions attached to this Order and

subpoenas you to produce the documents requested on the attachment

~to this Subpoena. Legible copies which, where applicable, show

S both sides of the documents may be substituted for originals.

-" Such answers must be submitted under oath and must be

¢ forwarded to the Office of the General Counsel, Federal Election

L Commission, 999 B Street, N.W., Washington, D.C. 20463, along

with the requested documents within 30 days of receipt of this

Order and Subpoena.



MqUR 3966Richard K. Fry
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WHEREFORE, the Chairman of the Federal Election Comission

has hereunto set his hand in Washington, D.C. on this j7
, day of , 1994.

For the Commission,

Trevor Potter
: - Cha irman

~ATTEST:

Se.,6 cretary to the C iso

- Attachment
Questions and Request for Production of Documents

~with Instructions and Definitions
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D3FXNhXl'ONS

For the purpose of these discovery requests, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean the named respondent in this action to whom
these discovery requests are addressed, including all officers,
employees, agents or attorneys thereof.

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

"Compensation" shall mean money or any other item of value.

"Document" shall mean the original and all non-identical
copies, including drafts, of all papers and records of every typer 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, circular., leaflets, 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
S nature or type of document (e.g., letter, memorandum), the date,

if any, appearing thereon, the date on which the document was
S prepared, the title of the document, the general subject matter ofthe document, the location of the document, the number of pagesL 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 request for the production of documents any
documents and materials which may otherwise be construed to be out
of their scope.
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QUESTIONS AND REQUEST FOR PRODUCTION OF DOCUMENTS

QUESTIONS

1. Identify all contributions you made to the KMS Fusion,
Inc., Political Action Fund., including the amount of
each contribution and the date it was made. In
addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the
solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for the
10contribution and, if so, describe in detail how you

_ were compensated, including the total amount you
received, whether you requested the compensation,

~the identity of the persons who authorized the
compensation and all communications between you and

: the persons identified in your response concerning
such compensation.

2. Identify all contributions you made to any Federal

. candidates or Federal political committees (other than
the KMS Fusion, Inc., Political Action Fund), including

- the amount of the contribution, the date it was made and
the identity of the Federal candidate or Federal

" political committee who received the contribution. In
t addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the
solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for the
contribution and, if so, describe in detail how you
were compensated, including the total amount you
received, whether you requested the compensation,
the identity of the persons who authorized the
compensation and all communications between you and
the persons identified in your response concerning
the contribution.
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3. Produce all documents that relate or pertain to your
answers to the above questions including, but notlimited to, any requests for compensation orreimbursement, diaries, copies of canceled checks, check
registers and solicitations.



FEDERAL ELECTION COMMISSION

MAY 17, 1994

CERTIFIED NAIL
RETURN RECEIPT REQUESTED

Patrick B. Long, Chairman and
chief Executive Officer
KMS Fusion, Inc.
and
Terence G. Liddy, Treasurer
1(1S Fusion, Inc., political Action fund

101 N. Main Street, Suite 410
Ann Arbor, Michigan 48106

~RE: MUR 3966
.. EMS Fusion, Inc.

KMS Fusion, Inc., Political Action fund

~and Terence G. Liddy, as treasurer

Dear Messrs. Long and Liddy:

' On May 10, 1994, the Federal Election Commission found that

there is reason to believe KMS Fusion, Inc., knowingly and

wilfully violated 2 U.S.C. SS 441b, 441f and 441c, provisions of

"; the Federal Election Campaign Act of 1971, as amended ("the Act").

By the same date, the Commission also found reason to believe that

- the KMS Fusion, Inc., Political Action Fund and Terence G. Liddy,

r as treasurer, knowingly and wilfully violated 2 U.S.C. $S 441b and

441f. The Factual and Legal Analysis, which formed a basis for

the Commission's findings, is attached for your information.

~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 along with answers to the enclosed questions within 30 days

of your receipt of this letter. Where appropriate, statements

should be submitted under oath. In the absence of additional

information, 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 OfTl-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



0 0

Patrick B. Long, Chairman and
Chief Executive Officer
KMS Fusion, Inc.
and

Terence G. Liddy, Treasurer
KMS Fusion, Inc., Political Action fund
Page 2

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 pre-probable cause conciliation
after briefs on probable cause have been mailed to the respondent.
Requests for extensions of time will not be routinely granted.
Requests must be made in writing at least five days prior to the

due date of the response and specific good cause must be
demonstrated. In addition, the Office of the General Counsel
ordinarily will not give extensions beyond 20 days.

If you intend to be represented by counsel in this matter,
~please advise the Commission by completing the enclosed form

stating the name, address, and telephone number of such counsel,
" and authorizing such counsel to receive any notifications and
~other communications from the Commission.

- 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.

For your information, we have enclosed a brief description of
the Commission's procedures for handling possible violations of

: the Act. If you have any questions, please contact Craig D.
Reffner, the attorney assigned to this matter, at (202) 219-3400.

For the Commission,

Trevor Potter
Chai rman

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form
Questions
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FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: KMS Fusion, Inc. RE: HUE 3966
KMS Fusion, Inc.,
Political Action Fund and

Terence C. Liddy, as treasurer

Pursuant to Section 441f of the Federal Election Campaign

Act of 1971, as amended (the "Act"), "[n~o person shall make a

contribution in the name of another or knowingly permit his name

to be used to effect such a contribution, and no person shall

knowingly accept a contribution made by one person in the name 
of

C another person." Under Section 441b of the Act, corporations are

prohibited from making contributions or expenditures from their

general treasury funds in connection with Federal elections.

The Act also prohibits any person who enters into a contract

with the United States or any department or agency thereof from

making any contribution of money or other things of value, 
or to

~promise expressly or impliedly to make any such contribution to

~any political party, committee, or candidate for public office or

' to any person for any political purpose or use; or knowingly to

solicit any such contribution from any person for any such person

for any such purpose during any such period. 2 U.S.C. S 441c.

This prohibition applies to any contract for either the rendition

of personal services or the furnishing of any material, supplies,

or equipment to the United States or any department or agency

thereof or for the selling of any land or building to the United

States or any department or agency thereof, if payment for the

performance of such contract or payment for such material,
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supplies, equipment, land, or building is to be made in whole or

in part from funds appropriated by the Congress. In addition,

this prohibition applies at any time between the commencement of

negotiations for and the later of (A) the completion of

performance under; or (B) the termination of negotiations for such

contract or furnishings of material, supplies, equipment, land, or

buildings.

Based upon information ascertained by the Federal Election

Commission ("the Commission") in the normal course of carrying out

its supervisory responsibilities, se_e 2 U.s.c. S 437g(a)(2), it

o appears that KMS Fusion, Inc. ("IKMS") reimbursed various directors

for their $250 contributions to the KMS Fusion, Inc., Political

Action Fund ("KMS-SSF"). A Department of Defense Audit of KIIS

shows that KMS increased its directors' salaries by $250 at

C\J
approximately the same time that various KMS directors authorized

a $250 deduction from their paychecks for the KMS-SSF. Disclosure

materials filed with the Commission show that between 1988 
and

1993, ten individuals identified as directors at KMS regularly

made $250 contributions to KMS-SSF. Most recently, on July 14,

1993, three of these directors each contributed $295 to the

KMS-SSF. In all, these contributions, which were often made on

the same dates on what appears to be a quarterly basis, total

$28,885. In short, the directors' contributions to KMS-SSF appear

suspect given that the directors made them in the same amounts, on

the same dates and at a time when their compensation was increased
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by th. amount they were regularly contributing. Furthermore,

these contributions were apparently reimbursed at a time when 
KMS

held a contract with the United States government.

Therefore, there is reason to believe that KMS Fusion, Inc.,

knowingly and wilfully violated 2 U.S.C. SS 441b, 441c and 441f.

With regard to KMS-SSF, the Act prohibits any person,

including a political committee, from accepting a contribution

made in the name of another. In the matter at hand, the available

information shows that Terence C. Liddy, one of the directors who

began contributing to KMS-SSF in 1989, now serves as the treasurer

-- of KMS-SSF. In this regard, Mr. Liddy may have been acutely aware

': that KMS was reimbursing its directors for their contributions to

the KMS-SSF.

.... Therefore, there is reason to believe that the RMS Fusion,

(N
Inc., Political Action Fund and Terence C. Liddy, as treasurer,

.... knowingly and wilfully violated 2 U.S.C. SS 44lb and 441f.



BEFORIE TUlE IEDEIRAL ELECTION COlMMISSION

)
In the Matter of ) MUR 3966

)

SUBPOENA TO PRODUCE DOCUMNT
ORDER TO SUBMIT WRITTEN ANSWERS

TO: KMS Fusion, Inc.
KMS Fusion, Inc., Political Action Fund and

Terence G. Liddy, as treasurer
101 N. Main Street, Suite 410
Ann Arbor, Michigan 48106

Pursuant to 2 U.S.C. S 437d(a)(1) and (3), and in

furtherance of its investigation in the above-captioned matter,

- the Federal Election Commission hereby orders you to submit

C written answers to the questions attached to this Order and

© subpoenas you to produce the documents requested on the attachment

to this Subpoena. Legible copies which, where applicable, show

both sides of the documents may be substituted for originals.

\ Such answers must be submitted under oath and must be

forwarded to the Office of the General Counsel, Federal Election

Commission, 999 E Street, N.W., Washington, D.C. 20463, along

with the requested documents within 30 days of receipt of this

Order and Subpoena.
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WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in Washington, D.C. on this

,day of ,na~1- , 1994.

For the Commission,

Trevor Potter
Chairman

ATTEST:

' Se cretary to the Co lssio

Attachments
Questions and Request for Production of Documents
with Instructions and Definitions

~1)

,o
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Terence G. Liddy, as treasurer
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DEFINITIONS

For the purpose of these discovery requests, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean the named respondent in this action to whom
these discovery requests are addressed, including all officers,
employees, agents or attorneys thereof.

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

" "Compensation" shall mean money or any other item of value.

~"Director" shall mean one of a group of persons chosen to
~control or govern the affairs of KMS Fusion, Inc., or one who is

identified by such a title.

"KMS Fusion, Inc." shall mean the incorporated entity and
~its affiliates, subsidiaries, divisions, branches wherever they

are located and the officers, directors, agents and employees of
all such entities.

"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, 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,
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.
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"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 request for the production of documents any
documents and materials which may otherwise be construed to be out

. of their scope.

QUESTIONS AND REQUEST FOR PRODUCTION OF DOCUNqTS

1. Identify all directors for KMS Fusion, Inc., since
January 1, 1988. For each person identified in your

, response:

" a. state the dates that person was a director;

" b. state whether that person is or was also an employee
of KMS, Fusion, Inc., and, if so, the dates of that

r person's employment;

c. state the total amount of compensation that person
~received as a director from KMS Fusion, Inc.; and

d. describe in detail the basis for determining the
amount of compensation provided to directors.

2. a. Describe in detail the purpose of the "increase [in]
the rate of Director Compensation" as evidenced in
the document attached to this Subpoena, including
the identity of the persons who received the
increase and the persons who authorized the
increase.

b. Identify any other increases in the rate of Director
Compensation. Describe in detail the purpose for
each such increase, including the amount and date of
the increase and the identify the persons who
received the increase and the persons who authorized
the increase.
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3. identify all contributors whom KMS Fusion, Inc.,
reimbursed or in any way compensated for making
contributions to either the KMS Fusion, Inc., Political
Action Fund, any Federal candidates or other Federal
political committees. For each such contributor:

a. identify the Federal political committee or Federal
candidate who received the contribution;

b. state the amount of the contribution and the date
that the contribution was made; and

c. describe in detail how 1(1S Fusion, Inc., reimbursed

or otherwise compensated the contributor, including
, . the date the contributor was reimbursed, the amount

" of the reimbursement and whether the director or

~employee requested to be reimbursed or otherwise

compensated for making a contribution.

4. identify all persons whom 1(11 Fusion, Inc., solicited

to make contributions to Federal candidates or Federal

political committees (other than the K(11 Fusion, Inc.,

Political Action Fund). For each person identified in
" response to this question, describe each solicitation

made, including the date of each solicitation, the

identity of the persons who made each solicitation, and

the identity of the Federal candidate or Federal
" political committee whom the solicitation was

uc made on behalf of.

5. Identify all contracts that 1(MS Fusion, Inc., has
entered into with the United States or any department of

agency thereof. For each contact identified in your

response, describe the nature or purpose of the
contract, including the dates when the contract was in
effect, the dates when KMS Fusion received compensation
under the contract, the amount of compensation received
and whether the contract provided for the rendition of

personal services or the furnishing of any materials,
supplies, equipment, land or building.

6. Produce all documents that relate or pertain to your
answers to the above questions including, but not
limited to, contracts, canceled checks, check
registers, any requests for compensation or
reimbursement, solicitations, minutes from the
Board of Directors' Meetings and any Board of Directors'
Resolutions.



S FEDERAL ELECTION COMMISSION

WASHINCTON. D C 204164

MAY 11, 1994 i
CERTIFIED RAIL

Patrick B. Long
2107 Mill Street
Ann Arbor, Michigan 48104

RE : MUR 3966
Patrick B. Long

Dear Mr. Long:

~On May 10, 1994, the Federal Election Commaission found that. there is reason to believe you knowingly and wilfully violated
•" 2 U.S.C. SS 441b and 441f, provisions 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

S finding, is attached for your information.

~You may submit any factual or legal materials that you
\ believe are relevant to the Comission's consideration of this

matter. Please submit such materials to the General Counsel's... Office along vith answers to the enclosed questions within 30 daysS of your receipt of this letter. Where appropriate, statements
- should be submitted under oath. In the absence of additional

information, 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 11l.18(d). Upon receipt of the request, the OfTi-e of theGeneral 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 maycomplete its investigation of the matter. Further, the Commission
will not entertain requests for pre-probable cause conciliation
after briefs on probable cause have been mailed to the respondent.
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Requests for extensions of time will not be routinely

granted. Requests must be made in writing at least five days

prior to the due date of the response and specific good cause must

bdemonstrated. In addition, the Office of the General Counsel

ordinarily will not give extensions beyond 20 days.

If you intend to be represented by counsel in this matter,

please advise the Commission by completing the enclosed 
form

stating the name, address, and telephone number of such counsel,

and authorizing such counsel to receive any notifications and

other communications from the Commission.

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.

~For your information, we have enclosed a brief description of

, the Commission's procedures for handling possible violations of

the Act. If you have any questions, please contact Craig D.

~Reffner, the attorney assigned to this matter, at (202) 219-3400.

~For the Commission,

r- Trevor Potter

Chairman

Enclosures
~Factual and Legal Analysis

Procedures
Designation of Counsel Form

Questions



FEDERAL ELECTION CONNISSION

FACTUAL AND LEGAL ANqALYSIS

RESPON4DENTS: Patrick B. Lonlg RE: MUR 3966

Pursuant to Section 441f of the Federal Election Campaign

Act of 1971, as amended (the "Act"), "[nbo person shall make a

contribution in the name of another or knowingly permit his name

to be used to effect such a contribution, and no person shall

knowingly accept a contribution made by one person 
in the name of

another person." under Section 441b of the Act, corporations are

prohibited from making contributions or expenditures 
from their

general treasury funds in connection with Federal 
elections.

Furthermore, no officer or director of a corporation may consent

to any contribution or expenditure by the corporation. 
2 U.S.C.

S 441b(a).

Based upon information ascertained by the Federal 
Election

Commission ("the Commission") in the normal course of carrying out

its supervisory responsibilities, see 2 U.S.C. S 437q(a)(2), it

appears that KMS Fusion, Inc. ("KMS"), reimbursed Patrick B. Long

for his contributions to the KMS Fusion, Inc., political Action

Fund ("KMS-SSF"). Indeed, an audit of KMS conducted by the

Department of Defense shows that KMS increased its directors'

salaries by $250 at approximately the same time that various

directors for KMS authorized a $250 payroll deduction for the

KMS-SSF. Disclosure materials filed with the Commission confirm

that between 1988 and 1993 various individuals identified as
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directors at KMS, including Mr. Long, regularly made $250

contributions to KMS-SSF. Host recently, on July 14, 1993, three

of these directors each contributed $295 to the KMS-SSF.

Mr. Long's contributions thus appear suspect as having been

reimbursed given that he made them in the same amounts, on the

same dates and at a time vhen his compensation was increased by

the amount he was regularly contributing. Furthermore, the Act

prohibits any officer or director from consenting to a corporate

contribution and it appears that Hr. Long, as a director,

consented to his reimbursements by KMS.

C Therefore, there is reason to believe that Patrick B. Long

- knowingly and wilfully violated 2 U.s.c. S 441f, by permitting his

name to be used to make a contribution in the name of another, and

2 U.S.C. S 441b, by consenting to contributions by a corporation.

N

C
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BEFORE THE IFEDERAUL ELECT']ONI CONII8ON

)
In the Matter of ) MUR 3966

)

sUBPoENA To ?RomDUC DOCWINTrS
oRDER TO suDRIT wRITTEN ANSER

TO: Patrick B. Long
2107 Hill Street
Ann Arbor, Michigan 48104

Pursuant to 2 U.S.C. S 437d(a)(l) and (3), and in

-- furtherance of its investigation in the above-captioned matter,

\ the Federal Election Commission hereby orders you to submit

vritten answers to the questions attached to this Order and

subpoenas you to produce the documents requested on the attachment

to this Subpoena. Legible copies which, where applicable, show

. both sides of the documents may be substituted for originals.

Such answers must be submitted under oath and must be

~forwarded to the Office of the General Counsel, Federal Election

L Commission, 999 E Street, N.W., Washington, D.C. 20463, along

with the requested documents within 30 days of receipt of this

Order and Subpoena.
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WEEREFORE, the Chairman of the Federal Election Comuission
J#1

has hereunto set his hand in Washington, D.C. on this 17'

, day of , 1994.

For the Commission,

! Trevor Potter

i Chairman

... ATTEST:z

Secretary to the Commission

Attachment
Questions and Request for Production of Documents
with Instructions and Definitions
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DEFINITIONS

For the purpose of these discow~ry requests, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean the named respondent in this action to whom
these discovery requests are addressed, including all officers,
employees, agents or attorneys thereof.

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

"Compensation= shall mean money or any other item of value.

"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,

r~telegrams, telexes, pamphlets, circulars, leaflets, reports,
O: 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,

- 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 request for the production of documents any
documents and materials which may otherwise be construed to be out
of their scope.
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QUESTIONS AND REQUEST FOR PRODUCTION OF DOCUMENTS

QUESTIONS

1. Identify all contributions you made to the KMS Fusion,
Inc., Political Action Fund., including the amount of
each contribution and the date it was made. In
addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the
solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

r b. whether you received any compensation for the
contribution and, if so, describe in detail how you

• .,were compensated, including the total amount you
received, whether you requested the compensation,
the identity of the persons who authorized the

* compensation and all communications between you and
.7 the persons identified in your response concerning
C such compensation.

2. Identify all contributions you made to any Federal
>° candidates or Federal political committees (other than

the KNS Fusion, Inc., Political Action Fund), including
" the amount of the contribution, the date it was made and
~the identity of the Federal candidate or Federal

political committee who received the contribution. In
!r) addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the
solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for the
contribution and, if so, describe in detail how you
were compensated, including the total amount you
received, whether you requested the compensation,
the identity of the persons who authorized the
compensation and all communications between you and
the persons identified in your response concerning
the contribution.
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3. Produce all documents that relate or pertain to your
answers to the above questions including, but not
limited tO, any requests for compensation or
reimbursement, diaries, copies of canceled checks, check
registers and solicitations.

in



~FEDERAL ELECTION COMMISSION
WASHINCTON. DC lO14,

MAY 17, 1991.

CERTIFIKD MAIL

Donald L. Musinski
1135 Jeffrey
Saline, Michigan 48178

RE: HUE 3966
Donald L. Musinski

Dear Mr. Musinski:

On flay 10, 1994, the Federal Election Commission found that

. there is reason to believe you knowingly and wilfully violated

2 U.S.C. SS 441b and 441f, provisions 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
~finding, is attached for your information.

: 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

\ Of fice along with answers to the enclosed questions within 30 days

of your receipt of this letter. Where appropriate, statements

* should be submitted under oath. In the absence of additional

information, 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

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

S 111.18(d). Upon receipt of the request, the OfZT-ce 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 pre-probable cause conciliation

after briefs on probable cause have been mailed to the respondent.
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Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause must
be demonstrated. In addition, the Office of the General Counsel
ordinarily will not give extensions beyond 20 days.

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address, and telephone number of such counsel,
and authorizing such counsel to receive any notifications and
other communications from the Commission.

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

N.For your information, we have enclosed a brief description of
the Commission's procedures for handling possible violations of

\i~ the Act. If you have any questions, please contact Craig D.
~Reffner, the attorney assigned to this matter, at (202) 219-3400.

- For the Commission,

'C

r : Trevor Potter
Chairman

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form

~Questions



FEDERAL ELECTION COMNISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Donald L. Musinski RE: MUR 3966

Pursuant to Section 441f of the Federal 
Election Campaign

Act of 1971, as amended (the "Act"), "[nlo person shall make a

contribution in the name of another or knowingly permit his 
name

to be used to effect such a contribution, 
and no person shall

knowingly accept a contribution made by 
one person in the name of

cO another person." Under Section 441b of the Act, corporations are

" prohibited from making contributions or expenditures 
from their

general treasury funds in connection with Federal elections.

Furthermore, no officer or director of a 
corporation may consent

C ? to any contribution or expenditure by the corporation. 
2 U.S.C.

- | 441b(a).

" ' Based upon information ascertained by the Federal 
Election

Commission ("the Commission") in the normal course of carrying out

.... its supervisory responsibilities, se_e 2 U.S.C. S 437g(a)(2), it

appears that KMS Fusion, Inc. ("KMS"), reimbursed Donald L.

Musinlski for his contributions to the KMS Fusion, Inc., political

Action Fund ("KMS-SSF"). Indeed, an audit of KMS conducted by the

Department of Defense shows that KMS increased its directors'

salaries by $250 at approximately the same time that various

directors for KMS authorized a $250 payroll deduction 
for the

KMS-SSF. Disclosure materials filed with the Commission confirm

that between 1988 and 1993 various individuals 
identified as
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directors at KM5, including Mr. Musinuki, regularly made $250

contributions to KMS-S8F. Most recently, on July 14, 1993, three

of these directors each contributed 
$295 to the KMS-SSF.

Mr. Musiniki's contributions thus appear 
suspect as having been

reimbursed given that he made them 
in the same amounts, on the

same dates and at a time when his compensation 
was increased by

the amount he was regularly contributing. 
Furthermore, the Act

prohibits any officer or director from 
consenting to a corporate

contribution and it appears that Mr. 
Musinaki, as a director,

consented to his reimbursements by 
KMS.

C Therefore, there is reason to believe that Donald L.

Musinski knowingly and wilfully violated 
2 U s c. S 441f, by

permitting his name to be used to make a contribution in 
the name

of another, and 2 U.S.C. S 441b, by consenting to contributions by

a corporation.
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BEFORE TUE FEDERAL ELECTION CONNISON

)
In the Matter of ) MUR 3966

)

sUBPoENA TO PRoDUCE DOCUMENTS
ORDER TO SUBMxT RITi 'NSER

TO: Donald L. Musinski
1135 Jeffrey
Saline, Michigan 48178

Pursuant to 2 U.S.C. S 437d(a)(l) and (3), and in

furtherance of its investigation in the above-captioned matter,

the Federal Election Commission hereby orders you to submit

written answers to the questions attached to this Order and

C subpoenas you to produce the documents requested on the attachment

~to this Subpoena. Legible copies which, where applicable, show

': both sides of the documents may be substituted for originals.

r Such answers must be submitted under oath and must be

r"" forwarded to the Office of the General Counsel, Federal Election

Commission, 999 E Street, N.W., Washington, D.C. 20463, along

with the requested documents within 30 days of receipt of this

Order and Subpoena.



~MUM 3966

Donald L. Musinski
Page 2

i WHEREFORE, the Chairman of the Federal Election Commission

i has hereunto set his hand in Washington, D.C. on this I7'

day of , 1994.

For the Commission,

Trevor Potter
. Chairman

ATTEST:

ikecr~a

Attachment
Questions and Request for Production of Documents

~with Instructions and Definitions

tf



NuR 3966
Donald L. Musinski
Page 2

DEFIKITXONS

For the purpose of these discovery requests, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean the named respondent in this action to whom
these discovery requests are addressed, including all officers,
employees, agents or attorneys thereof.

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

"Compensation" shall mean money or any other item of value.

"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, 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,
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 request for the production of documents any
documents and materials which may otherwise be construed to be out
of their scope.
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QUESTIONS AND REQUEST FOR PRODUCTION OF DOCUMENTS

QUESTIONS

1. Identify all contributions you made to the KMS Fusion,
Inc., Political Action Fund., including the amount of

each contribution and the date it was made. In
addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the

solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for the

contribution and, if so, describe in detail how you
were compensated, including the total amount you

received, whether you requested the compensation,
~the identity of the persons who authorized the

compensation and all communications between you and

~the persons identified in your response concerning

~such compensation.

2. Identify all contributions you made to any Federal
candidates or Federal political committees (other than

the KMS Fusion, Inc., Political Action Fund), including
the amount of the contribution, the date it was made and

r the identity of the Federal candidate or Federal
political committee who received the contribution. In

~addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the

solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for the
contribution and, if so, describe in detail how you
were compensated, including the total amount you
received, whether you requested the compensation,
the identity of the persons who authorized the
compensation and all communications between you and
the persons identified in your response concerning
the contribution.



uR3966
Donald L. Kusinshi
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3. Produce all documents that relate or pertain to your
answers to the above questions including, but not
lisited to, any requests for compensation or
reimbursement, diaries, copies of canceled checks, check
registers and solicitations.

'C



FEDERAL ELECTION COMMISSION
SWASHINCION D ( Zf44

i'AY 17, 199'.

C33TflV1D I L

Terence C. Liddy
3546 River Pine Drive
Ann Arbor, Michigan 48103

RE: MUR 3966
Terence C. Liddy

Dear Mr. Liddy:

~On May 10, 1994, the Federal Election Commission found that
there is reason to believe you knowingly and wilfully violated

: . 2 U.s.C. SS 441b and 441f, provisions 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
finding, is attached for your information.

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 along with answers to the enclosed questions within 30 days
:" of your receipt of this letter. Where appropriate, statementsL

should be submitted under oath. In the absence of additional
" information, 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.
IS 111.18(d). Upon receipt of the request, the OfIT-ce 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 pre-probable cause conciliation
after briefs on probable cause have been mailed to the respondent.



Terence C. Liddy
Page 2

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause must
be demonstrated. In addition, the Office of the General Counsel
ordinarily will not give extensions beyond 20 days.

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address, and telephone number of such counsel,
and authorizing such counsel to receive any notifications and
other communications from the Commission.

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.

~For your information, we have enclosed a brief description of

the Commission's procedures for handling possible violations of
the Act. If you have any questions, please contact Craig D.

. Reffner, the attorney assigned to this matter, at (202) 219-3400.

- For the Commission,

. Trevor Potter
,j Chairman

Enclosures
c Factual and Legal Analysis

Procedures
- Designation of Counsel Form

0Questions



FEDERAL 3L3CTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Terence C. Liddy RE: NUR 3966

Pursuant to Section 441f of the Federal Election Campaign

Act of 1971, as amended (the "Act"), "[njo person shall make a

contribution in the name of another or knowingly permit his name

to be used to effect such a contribution, and no person shall

knowingly accept a contribution made by one person in the name of

P another person." Under Section 441b of the Act, corporations are

prohibited from making contributions or expenditures from their

general treasury funds in connection with Federal elections.

Furthermore, no officer or director of a corporation may consent

~to any contribution or expenditure by the corporation. 2 U.S.C.

. S 441b(a).

9 Based upon information ascertained by the Federal Election

C Commission ("the Comission") in the normal course of carrying out

its supervisory responsibilities, see 2 U.S.C. S 437g(a)(2), it

appears that KMS Fusion, Inc. ("KMS"), reimbursed Terence C. Liddy

for his contributions to the KMS Fusion, Inc., Political Action

Fund ("KMS-SSF"). Indeed, an audit of KMS conducted by the

Department of Defense shows that KMS increased its directors'

salaries by $250 at approximately the same time that various

directors for KMS authorized a $250 payroll deduction for the

KMS-SSF. Disclosure materials filed with the Commission confirm

that between 1988 and 1993 various individuals identified as
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directors at KMS, including Mr. Liddy, regularly made 
$250

contributions to KMS-SSF. Most recently, on July 14, 1993, three

of these directors each contributed $295 to the KMS-SSF.

Mr. Liddy's contributions thus appear suspect as having 
been

reimbursed given that he made them in the same amounts, 
on the

same dates and at a time when his compensation was increased 
by

th. amount he was regularly contributing. Furthermore, the Act

prohibits any officer or director from consenting to 
a corporate

contribution and it appears that Mr. Liddy, as a director,

consented to his reimbursements by KMS.

cO Therefore, there is reason to believe that Terence C. Liddy

" knowingly and wilfully violated 2 U.s.c. S 441f, by permitting his

~name to be used to make a contribution in the name of another, and

2 U.S.C. S 441b, by consenting to contributions by a 
corporation.

Nfii



BEFORE THE FEDERAl, ELECTION COMMRISSION

)
In the Matter of ) MUR 3966

)

SUBPOENA TO PRODUCE DOCUMENs
oRDER TO suBMIT wRITTE ANSWERS

TO: Terence C. Liddy
3546 River Pine Drive
Ann Arbor, Michigan 48103

Pursuant to 2 U.S.C. S 437d(a)(1) and (3), and in

furtherance of its investigation in the above-captioned matter,

the Federal Election Commission hereby orders you to submit

written answers to the questions attached to this Order and

subpoenas you to produce the documents requested on the attachment

to this Subpoena. Legible copies which, vhere applicable, show

both sides of the documents may be substituted for originals.

Such answers must be submitted under oath and must be

forwarded to the Office of the General Counsel, Federal Election

Commission, 999 E Street, N.W., Washington, D.C. 20463, along

with the requested documents within 30 days of receipt of this

Order and Subpoena.
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NUR 3966
Terence C. Liddy
Page 2

WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in washington, D.C. on this I7

, 1994.

For the Commission,

Trevor Potter
Cha irman

- ATTEST:

tthCoission

Attachment
Questions and Request for Production of Documents
with Instructions and Definitions

,day of
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Terence C. Liddy
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DEFIWI?1T48

For the purpose of these discovr euss nldn h
instructions thereto, the terms 115ted elo reefineldin as

follows:

"You" shall mean the named respondent in this action to whom

these discovery requests are addressed, including all officers,
employees, agents or attorneys thereof.

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

entity.

"Compensation" shall mean money or any other item of value.

"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

C 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,
if any, appearing thereon, the date on which the document was
prepared, the title of the document, the general subject matter of

L 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 request for the production of documents any
documents and materials which may otherwise be construed to be out
of their scope.
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QUESTIONS AND REQUEST FOR PRODUCTION O_F DOCUMENTS

QUESTIONS

1. Identify all contributions you made to the KMS Fusion,

Inc., Political Action Fund., including the amount of

each contribution and the date it was made. In

addition, for each contribution, state:

a. whether you 3ade the contribution in response to a

solicitation and, if so, describe the solicitation,

including the identify of the persons who made the

solicitation and all communications between you and

the persons identified in your response concerning

the solicitation; and

b. whether you received any compensation for the

~contribution and, if so, describe in detail how you

were compensated, including the total amount you

received, whether you requested the compensation,

N.the identity of the persons who authorized the

compensation and all communications between you and

~the persons identified in your response concerning

such compensation.

O 2. Identify all contributions you made to any Federal

candidates or Federal political committees (other than

the KMS Fusion, Inc., Political Action Fund), including

- the amount of the contribution, the date it was made and

the identity of the Federal candidate or Federal

€ political committee who received the contribution. In

t addition, for each contribution, state:

a. whether you made the contribution in response to a

solicitation and, if so, describe the solicitation,

including the identify of the persons who made the

solicitation and all communications between you and

the persons identified in your response concerning

the solicitation; and

b. whether you received any compensation for the

contribution and, if so, describe in detail how you

were compensated, including the total amount you

received, whether you requested the compensation,

the identity of the persons who authorized the

compensation and all communications between you and

the persons identified in your response concerning

the contribution.
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Tference C. Liddy
Page 4

3. Produce all documents that relate or pertain to your

answers to the above questions including, but not

limited to, any requests for compensation or

reimbursement, diaries, copies of canceled checks, check

registers and solicitations.



~FEDERAL ELECTION COMMISSION
%'ASHINCTON. DC 204b1

MAY 17, 1994

C3RTIFIKD NAIL
IEsii-iCEIPT REUS TED

Thomas 1. Stafford
1006 N. Royal Street
Alexandria, Virginia 22314

RE: MUR 3966

Thomas P. Stafford

Dear Mr. Stafford:

On May 10, 1994. the Federal Election Commission found that

there is reason to believe you knowingly and wilfully violated

2 U.S.C. SS 441b and 441f, provisions of the Federal Election

~Campaign Act of 1971, as amended ("the Act"). The Factual and

9- Legal Analysis, which formed a basis for the Commission's

finding, is attached for your information.

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 along with answers to the enclosed questions within 
30 days

of your receipt of this letter. Where appropriate, statements

should be submitted under oath. In the absence of additional

¢i information, the Commission may find probable cause to believe

that a violation has occurred and proceed with conciliation.

Lr)
r. If you are interested in pursuing pre-probable cause

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

5 111.18S(d). Upon receipt of the request, the Of Tf-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 pre-probable cause conciliation

after briefs on probable cause have been mailed to the respondent.



Thomas P. Stafford
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Requests for extensions of time viii not be routinely

granted. Requests must be made in writing at least five days

prior to the due date of the response and specific good cause must

be demonstrated. In addition, the Office of the General Counsel

ordinarily will not give extensions beyond 20 days.

If you intend to be represented by counsel in this matter,

please advise the Commission by completing the enclosed form

stating the name, address, and telephone number of such counsel,

and authorizing such counsel to receive any notifications and

other communications from the Commission.

This matter will remain confidential in accordance with

2 U.S.C. Sf 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.

For your information, we have enclosed a brief description of

the Commission's procedures for handling possible violations of

the Act. If you have any questions, please contact Craig D.

~Reffner, the attorney assigned to this matter, at (202) 219-3400.

For the Commission,

r-: Trevor Potter
Chairman

~Enclosures
Factual and Legal Analysis

,. Procedures
Designation of Counsel Form
Questions



FEDERLUE ELECTIONI CORN!ISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Thomas P. Stafford RE: MUR 3966

pursuant to Section 441f of the Federal Election Campaign

Act of 1971, as amended (the "Azt"), "[njo person shall 3ake a

contribution in the name of another or knowingly permit his name

to be used to effect such a contribution, and no person shall

knowingly accept a contribution made by one person in the name of

another person." Under Section 441b of the Act, corporations are

prohibited from making contributions or expenditures from their

~general treasury funds in connection with Federal elections.

Furthermore, no officer or director of a corporation 
may consent

'Cto any contribution or expenditure by the corporation. 
2 U.S.C.

' ' S 441b(a).

Based upon information ascertained by the Federal Election

C Commission ("the Commission") in the normal course of carrying out

its supervisory responsibilities, se_e 2 U.S.C. S 437g(a)(2), it

appears that RMS Fusion, Inc. ("RMS"), reimbursed Thomas P.

Stafford for his contributions to the KHiS Fusion, Inc., Political

Action Fund ("KMS-SSF"). Indeed, an audit of KMS conducted by the

Department of Defense shows that KMS increased its directors'

salaries by $250 at approximately the same time that various

directors for KMS authorized a $250 payroll deduction for the

KMS-SSF. Disclosure materials filed with the Commission confirm

that between 1988 and 1993 various individuals identified as

• .... ............ ? r. ....... .-, L ; -., ....
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directors at KMS, including Mr. Stafford, regularly made $250

contributions to KIIS-SSF. Most recently, on July 14, 1993, three

of these directors each contributed $295 to the KMS-SSF.

Mr. Stafford's contributions thus appear suspect 
as having been

reimbursed given that he made them in the same amounts, on the

same dates and at a time when his compensation 
was increased by

the amount he was regularly contributing. Furthermore, the Act

prohibits any officer or director from consenting 
to a corporate

contribution and it appears that Mr. Stafford, as a director.

consented to his reimbursements by KMS.

Therefore, there is reason to believe that Thomas P.

Stafford knowingly and wilfully violated 2 
U.S.C. S 441f, by

~permitting his name to be used to make a contribution 
in the name

! of another, and 2 U.S.C. S 441b, by consenting to contributions by

~a corporation.



BEFORE THE FEDERL, ELECTJLION CONR!SS8ION

)
In the Matter of ) MUR 3966

)

SUBPOENA TO PROUE DOCU~MNS

TO: Thomas P. Stafford
1006 N. Royal Street
Alexandria, virginia 22314

Pursuant to 2 U.S.C. S 437d(a)(l) and (3), and in

cO furtherance of its investigation in the above-captioned 
matter,

the Federal Election Commission hereby orders you to 
submit

written answers to the questions attached to this Order 
and

~subpoenas you to produce the documents requested on the 
attachment

O to this Subpoena. Legible copies vhich, where applicable, show

both sides of the documents may be substituted for 
originals.

~Such answers must be submitted under oath and must be

forwarded to the Office of the General Counsel, Federal 
Election

T!) Commission, 999 K Street, N.W., Washington, D.C. 20463, along

with the requested documents within 30 days of receipt 
of this

Order and Subpoena.
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WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in Washington, D.C. on this I7u

,dayof ,1994.

For the Commission,

~Trevor Potter
Chairman

- ATTEST:

~Attachment
Questions and Request for Production of Documents
with Instructions and Definitions
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For the purpose of these discovery requests, including the
instructions thereto, th. terms listed belov are defined as
follows:

"You" shall mean the named respondent in this action to whom
these discovery requests are addressed, including all officers,
employees, agents or attorneys thereof.

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

"Compensation" shall mean money or any other item of value.

"Document" shall mean the original and all non-identical
copies, including drafts, of all papers and records of every type

QD 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, 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,
if any, appearing thereon, the date on which the document was

Cprepared, 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 request for the production of documents any
documents and materials which may otherwise be construed to be out
of their scope.
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QUESTIONS AND REQUEST FOR PRODUCTION O_F DOCUMENTS

QUESTIONS

1. Identify all contributions you made to the KMS Fusion,
Inc., Political Action Fund., including the amount of
each contribution and the date it was made. In
addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the
solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for the
-- contribution and, if so, describe in detail how you

were compensated, including the total amount you
~received, whether you requested the compensation,
. the identity of the persons who authorized the

compensation and all communications between you and
~the persons identified in your response concerning

such compensation.
(N

'C2. Identify all contributions you made to any Federal

candidates or Federal political committees (other than

" the INS Fusion, Inc., Political Action Fund), including
the amount of the contribution, the date it was made and

the identity of the Federal candidate or Federal
C political committee who received the contribution. In

addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the
solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for the
contribution and, if so, describe in detail how you
were compensated, including the total amount you
received, whether you requested the compensation,
the identity of the persons who authorized the
compensation and all communications between you and
the persons identified in your response concerning
the contribution.
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3. Produce all documents that relate or pertain to your

answers to th. above questions including, but not

limited to, any requests for compensation or

reimbursement, diaries, copies of canceled checks, check

registers and solicitations.

C\I



~FEDERAL ELECTION COMMISSION
WASH|NCTON, [)C Z04

CERTIFIED R&IL

James C. Bard
2191 Club House Drive
Prescott, Arizona 86301

RE: MUR 3966
James C. Bard

Dear Mr. Bard:

I)On Nay 10, 1994, the Federal Election Commission found that

there is reason to believe you knowingly and wilfully violated

2 O.S.C. SS 44lb and 441f, provisions 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
finding, is attached for your information.

~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 along with answers to the enclosed questions within 30 days
of your receipt of this letter. Where appropriate, statements

- should be submitted under oath. In the absence of additional

information, 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.P.R.
5 111.18(d). Upon receipt of the request, the Offal-c 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 pre-probable cause conciliation

after briefs on probable cause have been mailed to the respondent.
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Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause must
be demonstrated. In addition, the Office of the General Counsel
ordinarily will not give extensions beyond 20 days.

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address, and telephone number of such counsel,
and authorizing such counsel to receive any notifications and
other communications from the Commission.

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.

- For your information, we have enclosed a brief description of
the Commission's procedures for handling possible violations of
the Act. If you have any questions, please contact Craig D.
Reffner, the attorney assigned to this matter, at (202) 219-3400.

~For the Commission,

; Trevor Potter
Chairman

Enclosures
~Factual and Legal Analysis

Procedures
~Designation of Counsel Form
~Questions



FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL AAYSIS

RESPONDENTS: James C. Bard RE: MUR 3966

Pursuant to Section 441f of the Federal Election Campaign

Act of 1971, as amended (the "Act"), "[n~o person shall make a

contribution in the name of another or knowingly permit his name

to be used to effect such a contribution, and no person shall

knowingly accept a contribution made by one person in the name of

f' another person." Under Section 441b of the Act, corporations are

prohibited from making contributions or expenditures from their

general treasury funds in connection with Federal elections.

Furthermore, no officer or director of a corporation may consent

to any contribution or expenditure by the corporation. 2 U.S.C.

S 441b(a).

Based upon information ascertained by the Federal Election

C Commission ("the Commission") in the normal course of carrying out

its supervisory responsibilities, see 2 U.S.C. S 437g(a)(2), it

appears that KMS Fusion, Inc. ("EMS"), reimbursed James C. Bard

for his contributions to the KIIS Fusion, Inc., Political Action

Fund ("KMS-SSF"). Indeed, an audit of KMS conducted by the

Department of Defense shows that KJIS increased its directors'

salaries by $250 at approximately the same time that vari'ous

directors for KMS authorized a $250 payroll deduction for the

KMS-SSF. Disclosure materials filed with the Commission confirm

that between 1988 and 1993 various individuals identified as
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directors at KMS, including Mr. Bard, regularly made $250

contributions to KMS-SSF. Most recently, on July 14, 1993, three

of these directors each contributed $295 to the KMS-SSF.

Mr. Bard's contributions thus appear suspect as having been

reimbursed given that he made them in the same amounts, on the

same dates and at a time when his compensation was increased by

the amount he was regularly contributing. Furthermore, the Act

prohibits any officer or director from consenting to a corporate

contribution and it appears that Mr. Bard, as a director,

consented to his reimbursements by KMS.

~Therefore, there is reason to believe that James C. Bard

~knowingly and wilfully violated 2 U.s.c. S 441f, by permitting his

~name to be used to make a contribution in the name of another, and

2 U.S.C. S 441b, by consenting to contributions by a corporation.

04



BE FORE T33 FEDE3AL ELECTI0O! CONII8ON

)
In the Matter of ) MUR 3966

)

suBPOENA To PRoD U DOCUNEDTS
onRE To SUSHI? wEIn t ASWR

TO: James C. Bard
2191 Club House Drive
Prescott, Arizona 86301

Pursuant to 2 U.s.c. S 437d(a)(l) and (3), and in

furtherance of its investigation in the above-captioned matter,

the Federal Election Commission hereby orders you to submit

written answers to the questions attached to this Order and

subpoenas you to produce the documents requested on the attachment

to this Subpoena. Legible copies which, where applicable, show

both sides of the documents may be substituted for originals.

Such answers must be submitted under oath and must be

forwarded to the Office of the General Counsel, Federal Election

Commaission, 999 E Street, N.W., Washington, D.C. 20463, along

with the requested documents within 30 days of receipt of this

Order and Subpoena.
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James C. Bard
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WHIREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in Washington, D.C. on this /

, 1994.

For the Commission,

Trevor PotterChai rman

Seretary to the Cmiso

Attachment
Questions and Request for Production of Documents
with Instructions and Definitions

,day of

ATTEST:



NUR 3966
James C. Bard
Page 2DEITOS

For the purpose of these discovery requests, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean the named respondent in this action to whom
these discovery requests are addressed, including all officers,
employees, agents or attorneys thereof.

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

C¢ompensation" shall mean money or any other item of value.

"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,

C 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, 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,
if any, appearing thereon, the date on which the document was

Cprepared, 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 request for the production of documents any
documents and materials which may otherwise be construed to be out
of their scope.



NUR 39663am.. C. Bard
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QUESTIONS AND REQUEST FOR PRODUCTION O_F DOCUMENTS

QUESTIONS

1. Identify all contributions you made to the KMS Fusion,
Inc., Political Action Fund., including the amount of
each contribution and the date it was made. In
addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the
solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for the
~contribution and, if so, describe in detail how you
r were compensated, including the total amount you

received, whether you requested the compensation,
~. the identity of the persons who authorized the
.... compensation and all communications between you and
r the persons identified in your response concerning

such compensation.

2. Identify all contributions you made to any Federal
? candidates or Federal political committees (other than

the KMS Fusion, Inc., Political Action Fund), including
the amount of the contribution, the date it was made and
the identity of the Federal candidate or Federal

~political committee who received the contribution. In
t'> addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the
solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for the
contribution and, if so, describe in detail how you
were compensated, including the total amount you
received, whether you requested the compensation,
the identity of the persons who authorized the
compensation and all communications between you and
the persons identified in your response concerning
the contribution.



NUR 3966James C. Bard
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3. Produce all documents that relate or pertain to your
answers to the above questions including, but not
limited to, any requests for compensation or
reimbursement, diaries, copies of canceled checks, check
registers and solicitations.



~FEDERAL ELECTION COMMISSION
WAStIINCTON. DC 2G!b

tAAY 17, 1994

CIITFIKD RAL

Raymond L. Holcoab
1460 Pear
Ann Arbor, Michigan 48105

RE: MUR 3966

Raymond L. Holcoab

Dear Mr. Holcoab:

On Mlay 10, 1994, the Federal Election Commission found that
C there is reason to believe you knowingly and wilfully violated

2 U.s.c. SE 441b and 441f, provisions of the Federal Election
Campaign Act of 1971. as amended (the "Act"). The Factual and
Legal Analysis, vhich formed a basis for the Commission's finding,
is attached for your information.

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 along with answers to the enclosed questions within 30 days

of your receipt of this letter. Where appropriate, statements
should be submitted under oath. In the absence of additional
information, 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 Of1-ce 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 pre-probable cause conciliation
after briefs on probable cause have been mailed to the respondent.
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Requests for extensions of time viii not be routinelygranted. Requests must be made in writing at least five daysprior to the due date of the response and specific good cause mustbe demonstrated. In addition, the Office of the General Counselordinarily viii not give extensions beyond 20 days.

If you intend to be represented by counsel in this matter,please advise the Commission by completing the enclosed formstating the name, address, and telephone number of such counsel,and authorizing such counsel to receive any notifications andother communications from the Commission.

This matter will remain confidential in accordance with2 u.s.c. 55 437g(a)(4)(B) and 437g(a)(12)(A), unless you notifythe Commission in writing that you wish the investigation to be
made public.

~For your information, we have enclosed a brief description~of the Commission's procedures for handling possible violations of~the Act. If you have any questions, please contact Craig D.Reffner, the attorney assigned to this matter, at (202) 219-3400.

For the Commission,

Trevor Potter
Chairman

Enclosures
~Factual and Legal Analysis

Procedures
Designation of Counsel Form

~Questions



FEDE)RAL ELECTION COINIISSION

FACTUAL AND LEGAL ANALYSI S

RESPONDENTS: Raymond L. Holcomb RE: MUR 3966

Pursuant to Section 44lf of the Federal Election Campaign

Act of 1971, as amended (the "Act"), "[njo person shall make a

contribution in the name of another or knowingly permit his name

to be used to effect such a contribution, and no person shall

knowingly accept a contribution made by one person in the name of

" another person." Under Section 441b of the Act, corporations are

r prohibited from making contributions or expenditures from their

general treasury funds in connection with Federal elections.

Furthermore, no officer or director of a corporation may consent

to any contribution or expenditure by the corporation. 2 U.S.C.

:: 5 441b(a).

:: Based upon information ascertained by the Federal Election

~Commission ("the Commission") in the normal course of carrying out

its supervisory responsibilities, see 2 U.S.C. $ 437g(a)(2), it

appears that KMS Fusion, Inc. ("KMS'), reimbursed Raymond L.

Holcomb for his contributions to the KIIS Fusion, Inc., Political

Action Fund ("KMS-SSF"). Indeed, an audit of KMS conducted by the

Department of Defense shows that KMS increased its directors'

salaries by $250 at approximately the same time that various

directors for KMS authorized a $250 payroll deduction for the

KMS-SSF. Disclosure materials filed with the Commission confirm

that between 1988 and 1993 various individuals identified as
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directors at KMS, including Mr. Holcoab, regularly made $250

contributions to KMS-SSF. Most recently, on July 14, 1993, three

of these directors each contributed $295 to the KMS-SSF.

Mr. Holcomb's contributions thus appear suspect as having been

reimbursed given that he made them in the same amounts, on the

same dates and at a time when his compensation was increased by

the amount he was regularly contributing. Furthermore, the Act

prohibits any officer or director from consenting to a corporate

contribution and it appears that Mr. Holcomb, as a director,

consented to his reimbursements by KMS.
~Therefore, there is reason to believe that Raymond L.

Holcomb knowingly and wilfully violated 2 U.s.c. $ 441f, by

permitting his name to be used to make a contribution in the name

C of another, and 2 U.s.c. S 441b, by consenting to contributions by

\ a corporation.

I-



BEFORE TUlE FEDERAL ELECTION COMISI8ON

)
In the Matter of ) MUR 3966

)

SUBPOENA TO PRODUCE OCMET

TO: Raymond L. Holcoab
1460 Pear
Ann Arbor, Michigan 48105

Pursuant to 2 U.S.C. S 437d(a)(1) and (3), and in

furtherance of its investigation in the above-captioned matter,

C the Federal Election Commission hereby orders you to submit

written answers to the questions attached to this Order and

C J subpoenas you to produce the documents requested on the attachment

~to this Subpoena. Legible copies which, where applicable, show

both sides of the documents may be substituted for originals.

Such answers must be submitted under oath and must be

forwarded to the Office of the General Counsel, Federal Election

hA Commission, 999 E Street, N.W., Washington, D.C. 20463, along



MUR 3966
Raymond L. Holconb
Page 2

WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in Washington, D.C. on this I7

,day of 1994.

For the Commission,

Trevor Potter
c Cha irman

c ATTEST:

No #rorle W bos
Secrtaryto the Commission

Iv-

At tachment
C Questions and Request for Production of Documents
~with Instructions and Definitions
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DEINIOUS

For the purpose of these discovery requests, including the
instructions thereto, the terms listed belov are defined as
follows:

"You" shall mean the named respondent in this action to whom
these discovery requests are addressed, including all officers,
employees, agents or attorneys thereof.

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

"Compensation" shall mean money or any other item of value.

"Document" shall mean the original and all non-identical
co copies, including drafts, Df 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,

C 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,

~if any, appearing thereon, the date on which the document vas
prepared, the title of the document, the general subject matter of

in 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 request for the production of documents any
documents and materials which may otherwise be construed to be out
of their scope.



NUR 3966Rtaymond L. Nolcoab
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QUEKSTIONS AND REQUEST FOR PRODUCTION OF DOCUMENTS

QUESTIONS

1. Identify all contributions you made to the RMS Fusion,
Inc., Political Action Fund., including the amount of
each contribution and the date it was made. In
addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the
solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

0% b. whether you received any compensation for the
contribution and, if so, describe in detail how you

~were compensated, including the total amount you
received, whether you requested the compensation,

~the identity of the persons who authorized the
compensation and all communications between you and
the persons identified in your response concerning

C such compensation.

2. Identify all contributions you made to any Federal
candidates or Federal political committees (other than
the KMS Fusion, Inc., Political Action Fund), including
the amount of the contribution, the date it was made and

c the identity of the Federal candidate or Federal
political committee who received the contribution. In

L , addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the
solicitation and all communications between you and
the persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for the
contribution and, if so, describe in detail how you
were compensated, including the total amount you
received, whether you requested the compensation,
the identity of the persons who authorized the
compensation and all communications between you and
the persons identified in your response concerning
the contribution.
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3. Produce all documents that relate or pertain to your
answers to the above questions including, but not
limited to, any requests for compensation orreimbursement, diaries, copies of canceled checks, check
registers and solicitations.

C)
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FEDERAL ELECTION COMMISSION

MAY 17, 1994

IEYUEHCEIT REUESUTE

Charles K. Ligon
610 Whidbey Court
Rosewell, Georgia 30075

RE: MUR 3966
Charles K. Ligon

Dear Mr. Ligon:

On May 10, 1994, the Federal Election Commilssion found that
there is reason to believe you knowingly and wilfully violated

-- 2 U.S.C. SS 441b and 441f, provisions 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
_ finding, is attached for your information.

You may submit any factual or legal materials that you
C believe are relevant to the Commission's consideration of this

~matter. Please submit such materials to the General Counsel's
Office along with answers to the enclosed questions within 30 days

: of your receipt of this letter. Where appropriate, statements i
should be submitted under oath. In the absence of additional

- information, the Commission may find probable cause to believe
C that a violation has occurred and proceed with conciliation.

t If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
|~ 111.18(d). Upon receipt of the request, the oft~ie 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 pre-probable cause conciliation
after briefs on probable cause have been mailed to the respondent.



Charles K. Ligon
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Requests for extensions of time will not be routinelygranted. Requests must be made in writing at least five daysprior to the due date of the response and specific good cause mustbe demonstrated. In addition, the Office of the General Counselordinarily will not give extensions beyond 20 days.

If you intend to be represented by counsel in this matter,please advise the Commission by completing the enclosed formstating the name, address, and telephone number of such counsel,and authorizing such counsel to receive any notifications and
other communications from the Commission.

This matter will remain confidential in accordance with2 U.S.C. $S 437g(a)(4)(B) and 437g(a)(12)(A), unless you notifythe Commission in writing that you wish the investigation to be
made public.

© For your information, we have enclosed a brief description ofthe Commission's procedures for handling possible violations of- the Act. If you have any questions, please contact Craig D.Reffner, the attorney assigned to this matter, at (202) 219-3400.

For the Commission,

,-. Trevor Potter
Chairman

- Enclosures
r Factual and Legal Analysis

Procedures
-. Designation of Counsel Form
~Questions



FEDERALL ELECTION CONNIISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Charles K. Ligon RE: MUR 3966

Pursuant to Section 44lf of the Federal 
Election Campaign

Act of 1971, as amended (the "Act"), "[njo person shall make a

contribution in the name of another or knowingly permit his name

to be used to effect such a contribution, 
and no person shall

knowingly accept a contribution made by 
one person in the name of

another person." Under Section 44lb of the Act, corporations 
are

~prohibited from making contributions or 
expenditures from their

general treasury funds in connection with 
Federal elections.

Furthermore, no officer or director of a corporation 
may consent

~to any contribution or expenditure by the corporation. 
2 U.S.C.

. . S 441b(a).

: Based upon information ascertained by the 
Federal Election

- Commission ("the Commission") in the normal course of carrying out

its supervisory responsibilities. see 2 U.S.C. S 437g(a)(2), it

appears that KKS Fusion, Inc. ("KMS"), reimbursed Charles K.Lio

for his contributions to the KMS Fusion, 
Inc., Political Action

Fund ("KMS-SSF"). Indeed, an audit of KMS conducted by the

Department of Defense shows that KMS increased its directors'

salaries by $250 at approximately the same time that various

directors for KMS authorized a $250 payroll deduction 
for the

KMS-SSF. Disclosure materials filed with the Commission confirm

that between 1988 and 1993 various individuals identified as

directors at KMS, including Mr. Ligon, regularly made $250
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I contributions to KMS-SSF. Moat recently, on July 14, 1993, three
of these directors each contributed $295 to the KMS-SSF.

Mr. Ligon's contributions thus appear suspect as having been

ribregieththe made them in the same amounts, on the

same dates and at a time when his compensation was increased by

the amount he was regularly contributing. Furthermore, the Act

prohibits any officer or director from consenting to a corporate

contribution and it appears that Mr. Bard, as a director,

consented to his reimbursements by KMtS.

Therefore, there is reason to believe that Charles K. Ligon

~knowingly and wilfully violated 2 U.S.c. S 441f, by permitting his

name to be used to make a contribution in the name of another, and

2 U.S.C. S 441b, by consenting to contributions by a corporation.



BEFORE THE FERAIL ELEC"TION CO~NNISIOIN

)
In the Matter of ) Rm 3966

)

oRERn To 5mIk'T' WRaTTE ANmS*tI

TO: Charles K. Ligon
610 whidbey Court
Rosewell, Georgia 30075

Pursuant to 2 U.S.C. S 437d(a)(1) and (3), and in

! " furtherance of its investigation in the above-captioned matter,

~the Federal Election Commission hereby orders you to submit

written answers to the questions attached to this Order and

subpoenas you to produce the documents requested on the attachment

to this Subpoena. Legible copies which, where applicable, show

/: both sides of the documents may be substituted for originals.

Such answers must be submitted under oath and must be

~forwarded to the Office of the General Counsel, Federal Election

Commission, 999 E Street, N.W., Washington, D.C. 20463, along

with the requested documents within 30 days of receipt of this

Order and Subpoena.
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WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in Washington, D.C. on this 7

, day of , 1994.

For the Commission,

~Trevor Potter

Chai rman

c ATTEST:

to Co ission

- Attachment
r Questions and Request for Production of Documents

- with Instructions and Definitions
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For the purpose of these discovery requests, including the
instructions thereto, the terms listed belov are defined as
follows:

"You" shall mean the named respondent in this action to whom
these discovery requests are addressed, including all officers,
employees, agents or attorneys thereof.

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

entity.

"compensation" shall mean money or any other item of value.

"Document" shall mean the original and all non-identical
copies, including drafts, of all papers and records of every type

r 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, 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,
if any, appearing thereon, the date on which the document was

r prepared, the title of the document, the general subject matter of
the document, the location of the document, the numbr 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 request for the production of documents any
documents and materials which may otherwise be construed to be out
of their scope.
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QUESTIONS AND REQUEST FOR PRODUCTION OF DOCUMENTS

1. Identify all contributions you made to the KMS Fusion,

Inc., Political Action Fund., including the amount of

each contribution and the date it was made. In

addition, for each contribution, state:

a. whether you made the contribution in response to a
solicitation and, if so, describe the solicitation,
including the identify of the persons who made the

solicitation and all communications between you and

the persons identified in your response concerning
the solicitation; and

b. whether you received any compensation for the
cO contribution and, if so, describe in detail how you

were compensated, including the total amount you
-- received, whether you requested the compensation,

cvthe identity of the persons who authorized the
compensation and all communications between you and

~the persons identified in your response concerning
such compensation.

" 2. Identify all contributions you made to any Federalr, candidates or Federal political committees (other than !~

the KMS Fusion, Inc., Political Action Fund), including .

- the amount of the contribution, the date it was made and

the identity of the Federal candidate or Federal

f - political committee who received the contribution. In
~addition, for each contribution, state:

a. whether you made the contribution in response to a

solicitation and, if so, describe the solicitation,
including the identify of the persons who made the

solicitation and all communications between you and

the persons identified in your response concerning

the solicitation; and

b. whether you received any compensation for the
contribution and, if so, describe in detail how you
were compensated, including the total amount you
received, whether you requested the compensation,
the identity of the persons who authorized the
compensation and all communications between you and

the persons identified in your response concerning

the contribution.
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3. Produce all documents that relate or pertain to your
answers to the above questions including, but not
limited to, any requests for compensation or
reimbursement, diaries, copies of canceled checks, check
registers and solicitations.
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'iha above-named individual in hereby designated asmy
coesset and is authorized to receive any notifications and othec

cauncations ero t.he Cinission and to act on my behal*: betfoce
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June 2, 1994

KAN-DELIVERED

Honorable Trevor Potter
Chai rman
Federal Election Commission
6th Floor
999 E Street, N.W.

-, Washington, D.C. 20463

-*Re: MU1R3966i

.4 -- 'ear Mr. Potter:

We have enclosed a Motion to Modify the subpoena recently
,- issued in connection with MUR 3966. Our clients are prepared

to cooperate with the Commission in this proceeding; however,
under the circumstances, the granting of this Motion would
greatly enhance their ability to cooperate.

Respectfully submitted,

, -. DYKEMA GOSSETT

Timothy Sullivan
Counsel to KMS Fusion, Inc.,
KMS Fusion, Inc. Political
Action Fund, and Mr.
Terence C. Liddy, as
Treasurer

TS: bid
5937S

Enc losu re .
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BEFORE THE FEDERL LECTIOU CCISSIOI

In the Ratter of )
) UWR 3966

NDTIOUl TO NODIFYr SUBPOENA

KMS Fusion, Inc. ('KMSF'), the KMS Fusion, Inc.

Political Action Fund, and Mr. Terence C. Liddy, as Treasurer,

through their attorneys, Dykema Gossett, hereby move to modify

the subpoena issued on May 17, 1994 by the Federal Election

Commission in connection with MUR 3966.

All three of our clients believe that they have done

nothing in violation of Federal election laws or regulations,

and all three intend to file a full written explanation of

their position within the 15-day period prescribed by 11 C.F.R.

S 111.6. That submission will address Items 1 through 3 of the

subpoena. With respect to Items 4, 5 and 6, we request their

modification for the following reasons:

Item 4 states as follows:

Identify all persons whom KMS Fusion, Inc.,
solicitated to make contributions to Federal
candidates or Federal political corkmittees
(other than the KMtS Fusion, Inc., Political
Action Fund). For each person identified in
response to this question, describe each
solicitation made, including the date of
each solicitation, the identity of the
persons who made each solicitation, and the
identity of the Federal candidate or Federal
political committee whom the solicitation
was made on behalf of.



The "Definitions" section of the subpoena defines 1048

Fusion, Inc." to mean "the incorporated entity and its

affiliates, subsidiaries, divisions, branches wherever they are

located and the officers, directors, agents and employees of

all such entities." This expansive definition would impose a

significant burden on our clients. During the early years of

the tirneframe covered by the subpoena, K0(S Fusion, Inc.

employed well over 200 employees. Due to the loss of the

contract that generated most of KMSF's revenues, KMSF now

employs three people and nearly all pertinent records are in a

warehouse. K0(S neither has the personnel nor the financial

resources to conduct the type of investigation contemplated by

Item 4. Accordingly, we request that this item of the subpoena

C be reduced in scope to cover only K01SF, the KMSF PAF and Kr.

, - Liddy, as Treasurer.

Item 5 reads as follows:

: Identify all contracts that KNS Fusion,
~Inc., has entered into with the United

States or any department of agency thereof.
. For each contract identified in your

response, describe the nature or purpose of
~the contract, including the dates when the

contract was in effect, the dates when KMS
Fusion received compensation under the
contract, the amount of compensation
received and whether the contract provided
for the rendition of personal services or
the furnishing of any materials, supplies,
equipment, land or building.

Most of KMSF's documents are in storage. While KMSF could

obtain the requested documents, KMSF cannot deny that it was a



0
Government contractor. I(ISF clearly was a Government

contractor for the period in question. Furthermore, the

information requested appears to have no relationship to the

subject matter of this proceeding. Accordingly, we request

that Item 5 be deleted in its entirety.

Item 6 reads as follows:

Produce all documents that relate or pertain
to your answers to the above questions
including, but not limited to, contracts,
canceled checks, check registers, any
requests for compensation or reimbursement,
solicitations, minutes from the Board of
Directors' Meetings and any Board of
Directors' Resolutions.

~For the reasons set forth above, we request that Item

6 be modified to delete the need for copies of contracts, and

to limit the request for cancelled checks and check registers

C to those of KMSF, the KMSF PAF and Mr. Liddy, as Treasurer.

, Based on the above, we respectfully request that this

. , Motion be granted.

= " Respectfully submitted,

p-DYKEMA GOSSETT PLLC

DATED: 4- z' i By :
./ Timothy Sulltvan

Counsel to KMS Fusion, Inc.,
KMS Fusion, Inc. Political
Action Fund, and Mr.
Terence C. Liddy, as
Treasurer

TS :bj d
5936S



~FEDERAL ELECTION COMMISSION

JIHE 6, 1994

Timothy Sullivan, Esq.
Judy Jenkins, Esq.
Dykema Gossett
1300 I Street, N.W.
Suite 300 West
Washington, D.C. 20005-3306

RE: MUR 3966

Dear Mr. Sullivan and Ms. Jenkins:

This will confirm this Office's receipt, on June 2, 1994,
of your Motion to Modify the subpoena issued by the Commission

tf) in connection with the above-referenced matter. As I explained
to Ms. Jenkins on June 6, 1994, this Office will postpone
presenting your Motion to Modify to the Commission pending

¢ receipt of your response to the Commission's Factual and Legal
Analysis as veil as those portions of the Commission's subpoena

~which are not at issue in your Motion to Modify. If, after
reviewing your response, it is determined that the information

C requested in those portions of the Commission's subpoena which
you are seeking to modify is necessary to complete the

\ investigation in this matter, we will, at that time, present
. your Motion to Modify to the Commission.

~Should you have any questions, of if this letter does not
accurately reflect our agreement regarding your clients'

C response to the Commission's subpoena, please do not hesitate to
contact me at (202) 219-3690.

Sincerely,

Craig D.e effner
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NAME OF COUNSEL:

ADDRESS:

FAX NMNBER:

v

The above-named individual is hereby designated as mny

counsel and is authorized to receive any notifications and

other communications from the Commission and to act on my

behalf before the Commsion.

Date

RESPONDENT'"S KIANE:

HONE PHONHE:
BUSINESS PHONE:

Sign

1006 camaron Street
Thomas P - Stafford

Alexandlria,, VA 22314

(7031 836-2696

C6 -"iR /51/ ft El E
FEfE£RAL ELEc ;:,

:ePL OFf DRS~cAYI[ U OFf __WESEL ,.a 8 8ei.IP'd

,. Tin Sullivan., Es. noIsI

Duk elm Gossett m;
Franklin Squar'e. Suite 300 West Tvr

1300 I Street. NlW. ,
Washinon DC 20005 _

( 2021| 522-3608
(2021 522-3669

JmW01 V I



0 REriVEDPEOCRAL ELEOTION
CONI S9ION
SECRETARIAT

BEFoRE THE FEDERAL ELECTIoN CONRISSIo~ w 03 P
In the Matter of )

RMS Fusion, Inc., et al. ) MUR 3 9 66~ D E V
GENERAL COUNSEL *s REPORT

On May 10, 1994, the Commission found reason to believe that

KMS Fusion, Inc. ("KMS"), the KMS Fusion, Inc., Political Action

Fund ("KMS-SSF") and ten (10) individual directors at RMS violated

2 U.S.C. Sf 441b and 441f. The basis for the Commission's finding

arose from a Department of Defense referral which shoved that KNS

r , apparently reimbursed various directors for their contributions to

the KMS-SSF. The Commission also found reason to believe that MS

c violated 2 U.S.C. S 441c, which prohibits government contractors

~from making or soliciting contributions to Federal candidates or

c political committees.

Respondents were notified of the Commission's findings on

May 17, 1994. At that time, Respondents were also provided with

C subpoenas that the Commission approved in furtherance of the

t investigation in this matter. On June 2, 1994, counsel for MS

~and KMS-SSF submitted a Motion to Modify the Commission's subpoena

to his clients. In telephone conversations with staff of this

Office, counsel has stated that he intends to timely file a

response to the Commission's Factual and Legal Analysis as well as

those portions of the Commission's subpoena which are not at issue

in his Motion to Modify. Counsel steadfastly maintains that his

clients are not in violation of any provision of the Act and has

explained that the information he will be submitting will clarify

the circumstances in this matter accordingly. Based upon this
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representation, this Office informed counsel that we would
postpone presenting his Motion to Modify to the Commaission pending

receipt of his response. If, after reviewing counsel's response,

it is determined that the information sought in those portions of

the Commission's subpoena which counsel is seeking to 3odify is

necessary to complete the investigation in this matter, we will,

at that time, present counsel's Motion to Modify to the

Commission. This Office will keep the Commission informed of

developments in this matter.

~Lawrence M. Noble
General Counsel

Date itLo:ie

Associate General Counsel

Staff Assigned: Craig D. Reffner
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flU OP _OIjg
Tim Sullivan

Dykema Gossett

Sixth Floor, 1752 N. Street, N.W.

Washington, DC 20036

202-522-8608

The above-named individual is hereby designated as my
counsel and is authorized to receive any notifications and otbor, *

cominunications frm the Coinission and to act on my behalf befox* 4f

o eho~ Commss&on.

__June 8, 1994 -'J(/.

Date 5iflture

......... f'lU E:

AD,, ,EinU

BUIr) NN

Ned C. Lautenbach

Old Orchard Road

Arumonk, New York 10504

914-765-4007

STOTAL PAGE.ee3 **

PAGE .0S3

Date

J'J(' 13 ) !s/:i %1
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June 16, 1994

Craig D. Neither, rsq.

C3 Federal Election Coamuissionl

I9 S treet, 1W..
: :, Wsshington,' D.C. 20463

" Des|r iix. net fner:

The pupoe of this lettez is to follow-up oni your
t.1e pu o .....5t~t yO--- '-- --it my colleague, Judy

tenlfi gi~thot ~b@ served on Mr. Rma.-

olmbend Mr- Doneld L. iusiflski nL.n~ Q wt tbez

*olOOtfO@l@ ........ i"- being €onadgted by the eeol

glection COtUmission (the FEC').

to request that thetime_ withi -.,hicha 
Mess Hlos andni

Mifki must respond
8 to thei- --b-oe--- be--pne ni

after the FEC has had en oppotunitY 
to review the Jun 24,s

Actio ...... ( PAF) Mr. Terrefle Liddy us s tesre.rend

The basis for our reques i,. that n, te-r ilctbnrPt

Musiiski nae ever been * memuber of the KMS Industries, Inc.

("KEIS") Board of Directors nor any other corporation affiliated

withKMB. Mr. HolcOftb waus employed by KM$ Fusion during the

period between tovere 1983 and May' 1992. In 1985, he bcomei

the Controller of KM$ Fusion 
and was promoted to vice President

in 1989. Mr. MusinlSki was employed by 
KNIS Fusion during the

period between~ November 1975 end June 199k, first 5as r esearch

scientist, end later as a Senior Technicai Manager. 
In late

LL=5S4S'd3/ Ik~t:e:T S6, 9T M

ogT1'ler. -llO~,lO,,,tm@l R¥1 m. MsW

C'4

'0

0'
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Creig D. Reffner,. Esg.
June 16, 1994
Page 2

1990 or early 1991, he was transferred to KMS Fusion's

marketing group.

Although neither of these gentlemen was ever a Director,

they each received subpoenas trom the FEC with cover letters

asserting that the FEC had found that there is reason to

believe that they knowingly and willfully violated 20 U.S.C.
55 441b and 441f, provisions of the Federal Election Campaign

Act of 1971, as amended (the "Act"). The letter also stated

that the "Factual end Legal Analysis" attached 
to the letter

*formed a basis for the Cowaission's finding."

The Factual and Legal Analysis alleges that Messrs.

--- HolCOmb and Musiniki were members of l10a's Board 
of Directors

and that KN reimbursed them for their contributions to the 
K9

- ' : Fusion PAF bT increasing their Directors' 
salaries, in our

view, the subpoenas were erroneously issued to Messrs. Holc~elb

and Nusinlski since these individuals were never 
Directors and

,T the FEC'S basis for issuing the subpoenas is 
an alleged

connection between an increase in Directors' 
salaries and

C DirstoXA' contributions to the IKMS Fusion PA?. Even though

Messrs. Molcoub and Musinski were never Directors, the June 24,

~1994 submission wiil provide detailed information conicerning 
i

their status as non-.Directors and their contributions to the

' KISS PA!, along with affidavits.

~Under the circumstances, we think it would be unfair 
to

,_ require Messrs. Holcomb end tNusinski to individually 
respond to

the FEC's subpoenas. We hope you will agree to either withdraw

the subpoenas or postpone the due date for responding to thu.

until the FEC has had an opportunity to review the June 24,

~1994 submission.

Thank you for your consideration of this request.

Very truly yours,

DYKEldA GOSSFTT PIJIJC

B"Timothy Sullivan

Counsel to Mr. Raymond L.
Hiolcoffb end Mr. Donsid L.
Mus inski

TS:jpj
28853
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The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

. . . . - . . . J - - I - T I - -
Date~~

Signature -%
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(202) 3224608 (TEL.)

The above-namedl individual is hereby designated as my

counsel and is authorized to receive any notifications and other

comunications from the Commission and to act on my behalf before

the Corolision.

Dat
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~FEDERAL ELECTION COMMISSION
.ASHICTO%, D(' 21)4t

JUNJE 22, 1991.

Timothy Sullivan, Esq.
Judy Jenkins, Ksq.
Dykema Gossett
1300 I Street, W..
Suite 300 West
Vashington, D.C. 20005-3306

RE: MUR 3966
Donald Musinshi
Raymond Holcoeb

Dear Mr. Sullivan and Ms. Jenkins:

This is in response to your letter dated June 16, 1994,
requesting a postponement in which to respond to the subpoenas

: issued to Messrs. Holcoab and Musinski in connection with the
above-referenced matter. As we discussed during our June 20,

c? 1994 telephone conversation, this Office will agree to such a
postponement pending receipt of your response to the
Commission's Factual and Legal Analysis and subpoena issued to
KES Fusion, Inc., and the MS Fusion, Inc., Political Action

~Fund and Terence Liddy, as treasurer. If, after reviewing this
~response, it is determined that the information requested in the

subpoenas issued to Messrs. Holcomb and Musinski is necessary to
complete the investigation in this matter, we will notify you
accordingly and, at that time, arrange a time period for you to
respond to those subpoenas.

C Should you have any questions, or if this letter does not
T accurately reflect our agreement concerning the subpoenas issued

to Messrs. Holcomb and Musinski, please do not hesitate to
~contact me at (202) 219-3690.

,ji ce rely, - /

Craig D. Reffner- /
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June 24, 1994

HAN-DELIVERED

Craig Reffner, Esq.
Federal Election Commission

~('f'ce of the General Counsel
t). 9 £ Street, N.W.

' Washington, D.C. 20463

Re: MR36

,'ear Mr. Reffner:

EnClosed for filing in connection with the
\C' above-referenced investigation being conducted by the Federal

Flection Commission are the Responses of (1) KMS Fusion, Inc.,
o. the KMS Fusion, Inc., PAF, and Mr. Terence C. Liddy, as its

Treasures; (2) Mr. Terence C. Liddy, individually; (3) Mr.
Patrick B. Long; (4) Mr. Richard E. Fry; (5) Mr. Charles Ligon;

" (6) Mr. Thomas P. Stafford, and (6) Mr. Ned C. Lautenbach to
the FEC's subpoenas to produce documents and order to submit

"': written answers.

Also enclosed is a copy of a submission to Chairman Potter
in resp'nge to the FEC's "Factual and Legal Analysis" in MUR
3Q66 on b~ohalf of the above identified entities and
i,,{}vi~;:a s, as well as Mr. Raymond Holcomb and Mr. Donald
PII.&6tSki.

Very truly yours,

Timothy Sullivan

"'S •,: l
29 iU T
Enc C I ie

cc: Patrick B. Long, Esq.
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June 24, 1994

N_ m)i r Lfm~

Honorable Trevor Potter
" Chai rman

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

~Re: HUL.3966

S Dear Mr. Chairman:

We are writing on behalf of KIIS Fusion, Inc., the KMS

Fusion Political Action Fund (hereinafter referred to as the

"PAY"), Mr. Terence C. Liddy, as treasurer of the PAY, and the

r, individuals listed below, in response to the Federal Election

Commvission's ("FEC" or the "Commission") findings that there is

reason to believe that KMS Fusion, the PAY, Mr. Liddy, as its

treasurer, and numerous individuals knowingly and willfully

violated the Federal Election Campaign Act of 1971, as amended

(hereinafter referred to as the "Act").



Dr, E GOSSETT
PLLC

Honorable Trevor Potter
June 24, 1994
Page 2

Specifically, the FEC has found that there is reason to

believe that KMS Fusion knowingly and willfully violated

sS 441b, 441f and 441c of the Act, and that the PAF, Mr.

Terence Liddy, as its treasurer, and the following individuals,

who are or were either members of the KMS Industries, Inc.'s

Board of Directors, or employees of KMS Fusion, knowingly and

willfully violated S§ 441b and 441f of the Act: Mr. Patrick

cO Long, Mr. Terence Liddy, Mr. Raymond Holcomb, Mr. Thomas

:'i Stafford, Hr. Donald Musinski, Mr. Charles Ligon, Mr. Ned

Lautenbach and Mr. Richard Fry (hereinafter jointly referred to

as the "individuals'). The Conwnission's findings are based

\ upon a "Factual and Legal Analysis" which alleges that KMS

Industries, Inc. (hereinafter referred to as "KMS') reimbursed

~Directors for their contributions to the PAF.

C The purpose of this submission is to present the

r Comwnission with evidence refuting the Factual and Legal

Analysis and establishing that neither KMS Fusion, the PAF, Mr.

Terence Liddy as its treasurer, nor any of the individuals

identified above violated §S 441b, 441c or 441f of the Act.

ITRODUCTION MID SU Im K

KMS Fusion is a subsidiary of KNS Industries, Inc. ("KMS"

or the "Company"), a Delaware corporation formed in 1971. KMS
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Fusion was (and is) a contractor to the United States

Government. Although KHS Fusion had as many as 240 employees

as recently as 1988, K.MS Fusion lost its primary contract in

late 1991, and KMS Fusion now has only three employees.

Neither KMS Fusion, nor its parent, KMS, nor any other

corporation affiliated with KMS, has ever made any political

contributions in violation of the Act, or reimbursed any person

O for any contributions to the PAF.

I. The May 25, 1988 Increase In Directors" Fees
c Was Unrelated To Directors' Contributions

To the PAF.

KMS's Board of Directors is elected annually by a vote

of the approximately 12,000 shareholders of the corporation.

,., Members of the Board have received a Director's fee for their

services since the Company's inception.1' Board members of

C affiliated corporations, including KMS Fusion, have never

L received a fee for acting as Board members.

1/When Patrick B. Long and Terence C. Liddy became members of

the Board in 1978, the Directors' fee was $6,000 annually. In
September 1985, KMS's Board of Directors voted to increase the
Directors' fee from $6,000 to $9,000 annually, effective
January 1986. See Exhibit A.
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KMS4's Board of Directors is empowered to establish its

own compensation and does so in accordance with Delaware law.

On May 25, 1988, following the annual meeting of the

shareholders of K-MS, the Board voted to increase the annual

fees paid to individual Board members from $9,000 to $12,000,

retroactive to April 1, 1988, the beginning of the second

quarter. Se Minutes of May 25, 1988 Board Meeting, enclosed

0 herewith as Exhibit B. At no time during the deliberations was

S there any discussion or consideration by the Board, or any

o? individual Director, about Directors' contributions to the PAF,

and there was never even a suggestion that there was any

connection between the compensation increase and future

S political contributions. See Affidavits of Patrick Long, Ned

- C. Lautenbach, Charles K. Ligon, Terence C. Liddy, Thomas P.

CStafford, Richard E. Fry and Raynold A. Schmick (counsel to

tO KMS), attached hereto as Exhibits C through I.

The Board's decision to increase the Directors' fees

was based upon the belief among the members of the Board that

the Directors' compensation was not commensurate with the Board

members' duties and responsibilities and lagged behind that of

many other similarly situated corporations. See Exhibits

C - I. It had nothing whatsoever to do with the PAF. Id.
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II. The PA? Was Established In 1980, And During
The Period Between Its Establishment And The
Present, Directors Made Contributions In Various
Amounts And At Different Times To The PAN'.

The Factual and Legal Analysis alleges that KMS "increased

its directors' fees by $250 at approximately the same time that

various KMS directors authorized a $250 deduction from their

paychecks for the KMS-SSF." It concludes that ". . . the

directors' contributions to KMS-SSF appear suspect given that

the directors made them in the same amounts, on the same dates

cc, and at a time when their compensation was increased by the

r amount they were regularly contributing." As we shall explain

~below, the FEC's suspicions are unfounded.

O During the period between March 1988 and December 1990,

the following individuals were members of KMS's Board of

Directors: James C. Bard, Robert A. Carrane, Ned C.

4. Lautenbach, Terence C. Liddy, Charles K. Ligon, Patrick B. Long

~and Thomas P. Stafford. During the period between December

1990 and May 1993, the following individuals resigned from, or

were appointed to, the Board of Directors: James C. Bard

(resigned December 1990); Ned C. Lautenbach (resigned April

1991); Robert A. Carrane (resigned March 1992); Richard E. Fry

(appointed September 1992); Thomas P. Stafford (resigned August

1992); Charles K. Ligon (resigned May 1993). Since May 1993,
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KMS has had only three Directors: Richard E. Fry, Terence C.

Liddy and Patrick B. Long. See~ List of Members of KMS's Board

of Directors between January 1988 and the Present, attached

hereto as Exhibit J.

As explained above, the Board's May 25, 1988 vote to

increase Directors fees by $3,000 annually was not linked in

any manner to Directors' contributions to the PAF. Moreover,

CNJ contrary to the allegation contained in the Factual and Legal

S Analysis, Directors' fees were not increased by the same amount

cO as Directors' contributions to the PAF. Specifically, due to

the $3,000 per annum increase, Directors' quarterly

compensation increased from $2,250 to $3,000, beginning with

their second quarter paychecks. Additionally, approximately

7 five months passed between the Board's vote to increase

C Directors' fees and the $250 contributions by Directors which

[ apparently triggered the FEC's investigation in this matter.

As explained in more detail below, as a result of KMS's

institution of a pre-authorized Directors' quarterly paycheck

deduction system in July 1988, each of the Directors authorized

that $250 be taken from his quarterly paycheck and contributed

to the PAF until further notice. The Directors' quarterly

contributions to the PAF were far beneath the actual quarterly
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increase in Directors' fees resulting from the $3,000 per annum

increase. Moreover, although the Directors voted on May 25,

1988 to increase individual Director's fees by $3,000 annually,

the Directors' $250 quarterly contributions to the PAF did not

begin until October 1988.

KMS also believes it is important for the FEC to

understand that 1988 was not the first time that KMS Directors

made contributions to the PAF. Indeed, KMS Directors have had

a long history of making significant personal contributions to

e the PAF. In 1980, for example, Patrick Long contributed $2,000

and Mr. Donald Houpt contributed $250. In 1986, the following

cN
directors made $1,000 contributions to the PAF by means of a

$1,000 deduction from their Director's paycheck: Patrick Long,

James C. Bard, Robert A. Carrane, Alexander Glass, Terence C.

C Liddy, Roy E. Ritts, and Thomas P. Stafford.Z / See Exhibits K

through Q. Patrick Long and Terence Liddy each made an

Z/An informal payroll deduction system was in place in 1986,

but at that time, Directors authorized one-time contributions
to the PAF. Se Exhibits K through Q. In July 1988, KMS
instituted a new system which allowed Directors to authorize
quarterly contributions to the PAF which continued until the
Director resigned or directed that they be discontinued. S.e~e
Exhibits S through Z.
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additional $2,000 contribution by means of a personal check to

the PAF in 1986. Roy Ritts made an additional $1,200

contribution by payroll deduction. Exhibit R.

In July 1988, KMS instituted a procedure allowing

Directors to contribute a portion of their Director's paychecks

to the PAY each quarter. / This procedure was similar to a

procedure that had previously been in place for KMS shareholder

r employees. Taking advantage of the new procedure, Directors

S Bard, Carrane, Lautenbach, Liddy, Ligon, Long, Stafford, and

~later, Fry, directed KMS to deduct $250 from their quarterly

Director's check for a contribution to the PAY until further

notice. Se Exhibits S through Z.

Thus, contrary to the allegations contained in the Factual

~and Legal Analysis, there was no relationship in timing or

c amount between each Director's individual decision to authorize

tO a $250 contribution to the PAY from his quarterly Director's

/KMS's payroll deduction system for shareholder employees

permitted such employees to contribute a total amount for a
particular year and to authorize that a particular amount be
withheld from their paychecks each pay period to achieve such

total contribution.
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check and the May 1988 increase in his Directors' fee. All of

the Directors had made at least $1,000 contributions vLia

paycheck deduction to the PAF in 1986. In October 1988, every

Director made an individual contribution of $250 from his final

quarterly Director's check even though that check had been

increased by $750 pursuant to the Board's May 25 vote.

Furthermore, and contrary to the allegations in the

? Factual and Legal Analysis, Directors' ccntributions were not

all in the same amount during 1988. Mr. Long made a

' contribution of $250 from his final quarterly Director's check

and a separate contribution by personal check of $2,000, for a

total of $2,250 in contributions during 1988. Mr. Liddy made a

contribution of $250 from his final quarterly Director's check

+- and a separate contribution by payroll deduction of $200, for a

C total of $450.00 during 1988. Thus, although many of the

t+ Directors opted to contribute $250 per quarter to the PAF, not

all Directors made contributions in the same amounts or at the

same times to the PAF.

In 1989, Messrs. Bard, Lautenbach, Liddy, Ligon, Stafford

and Carrane each contributed four quarterly payments from their

Director's check of $250, or a total of $1,000, to the PAF.

Mr. Long contributed four quarterly payments of $250.00 and an
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additional $500 by personal check. In 1990, Messrs. Bard,

Carrane Lautenbach, Liddy, Ligon, Long and Stafford each

contributed four quarterly $250 payments from his Director's

check, or a total of $1,000, to the PAF.

The Directors' preauthorized quarterly contributions to

the PAF typically continued until such time as they resigned

from the Board. During the period between January 1988 and the

'0 present, five Directors resigned from the Board, but only one

new member, Mr. Richard Fry, joined the Board. In October

1992, Mr. Fry authorized that $250 be deducted from his

quarterly Director's paychecks and contributed to the PAF.

This also negates any inference that Directors' quarterly

contributions were linked to the May 1988 salary increase. ~

:- Exhibit Z.

C KMS recently terminated its PAF and plans to notify the

FEC of such termination in its next quarterly filing.

III. Messrs. Holcotub and Musinski Were Never Members
Of The EN Board of Directors.

In early June 1994, Mr. Raymond Holcomb and Mr. Donald

Musinski received subpoenas to produce documents and respond to

interrogatories identical to those sent to Messrs. Long, Liddy,

Lautenbach, Ligon and Stafford. The subpoenas were accompanied

by letters which stated that the FEC had concluded there is
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reason to believe that Messrs. Holcomb and Musinski knowingly

and willfully violated § 441b and 441f of the Act and attached

the same "Factual and Legal Analysis" forming the basis for the

Commission's findings as to KMS Fusion, the PAF, Terence Liddy

as its treasurer, and Messrs. Long, Liddy, Lautenbach, Ligon

and Stafford, as individuals.

As set forth above, the Factual and Legal Analysis alleges

N. that KMS reimbursed Directors for their contributions to the

S PAF by increasing Directors' salaries. Neither Mr. Holcomb nor

" Mr. Musinski has ever been a member of the KMS Board of

Directors, or any of its affiliated companies; accordingly,

they never received the increase in Directors' fees which

,,- apparently prompted the FEC to undertake this investigation.

~Although Mr. Holcomb and Mr. Musinski both made

C contributions to the PAF during the years they were employed by

~KMS Fusion, neither Mr. Holcomb nor Mr. Musinski ever made

regular contributions to the KMS PAF. Se Affidavit of Raymond

Holcomb, attached hereto as Exhibit AA. Specifically, Mr.

Holcomb made contributions, by personal check, in December 1986

($240); in May 1988 ($120); in December 1988 ($250); and in

January 1990 ($250). Mr. Musinski made contributions, by

personal check in May 1988 ($250); December 1988 ($150) and by

payroll deduction in 1990 ($240). See Affidavit of Donald
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Musinski, attached hereto as Exhibit BB. Messrs. Holcomb and

Musjnskj have searched their records and have been unable to

locate any solicitation letters which may have prompted their

contributions to the PAF. Se Exhibits AA and BB.

concLUSIOu

The FEC's finding that KMS's increase in its Directors'

compensation and the decisions of individual Directors to make

CO quarterly contributions to the PAF is "suspect" is based on

"+ factual errors contained in the Factual and Legal Analysis. Ii

point of fact, there was absolutely no connection between the

Board's decision to increase its compensation and subsequent

donations to the K(MS PAF by individual KMS Directors. Indeed,

KMS has scrupulously followed the statute and regulations

+ relating to political contributions. Contrary to the FEC's

C+  assertions, Director's individual contributions to the KMS PAF

~were not made in the same amount, or at the same time, as the

q- . May 1988 increase in Directors' compensation.

For the reasons set forth above, KMS Fusion, the PAF, Mr.

Terence Liddy as its Treasurer, and the individuals referenced

above, request that the FEC close its investigation because

DmRZ& GOSSETT
PLLC
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there is no basis to conclude that these entities or

individuals violated the Act.

We trust that this letter adequately addresses the FEC's

allegations concerning the 1988 increase in Directors'

compensation. Should the Commission have any continuing

questions or concerns, KMS respectively requests an opportunity

to respond to such questions or concerns before the FEC takes

O any further action in this matter.

~Very truly yours,

C Timothy Sullivan

~TS:jpj
2880J

. Exhibits AA - BB

'V.



BEFORE THE FEDERAL ELECTION COSU(ISSION

STATE OF MICHIGAN )
)

CtUiWT OF MAHTNW )

AFFIDAVIT OF PATRICK B. LONG

Patrick B. Long, being duly sworn, deposes and says:

1. I am currently the Chairman and Chief Executive

Officer of K0(5 Fusion, Inc., and reside at 2107 Hill Street,

Ann Arbor, Michigan. KMS Fusion has been a federal government

contractor since 1980.

C 2. On or about May 26, 1994, 10(5 Fusion, Inc., the

" IN Fusion Political Action Fund (hereinafter referred to as
c,.-

the "PAF') and Mr. Terence C. Liddy, as its treasurer, received

a copy of a Subpoena to Produce Documents and Order to Sukxuit

Written Answers in connection vith MUR 3966, an investigation

being conducted by the Federal Election Coimission (the "FEC"

or the "Coiwission') in connection with the FEC's finding that

it has reason to believe that KMS5 Fusion, the PAF, and Mr.
tr

Terence Liddy, as its treasurer, knowingly and willfully

violated certain sections of the Federal Election Campaign Act

of 1971, as amended (the "Act').

3. On June 16, 1994, my lawyer, Mr. Timothy

Sullivan, a partner in the law firm of Dykema Gossett, 1300 I

Street, N.W., Suite 300 West, Washington, D.C., 20005, accepted

service of a Subpoena to Produce Documents and Order to Submit

Written Answers in connection with MUJR 3966 on my behalf. The



subpoena was directed at me, individually, in my capacity as a

member of the Board of Directors of KMS Industries, Inc. It is

my understanding that other individuals who were either members

of the KMS Board of Directors or employees of K145 Fusion have

also received subpoenas in connection with the FEC's

investigation.

4. I am familiar with the "Factual and Legal

Analysis" which accompanied the FEC subpoenas and upon which

the FEC's findings are based. It alleges that KMS "increased

its directors' salaries by $250 at approximately the same time

that various KlNS directors authorized a $250 deduction from

. their paychecks for the DIS-SSF " It concludes that ." the

directors contributions to KNS-SSF appear suspect given that

T the directors made them at a time when their compensation was

increased by the amount they were regularly contributing."

5. I have been a ember of the Board of Directors of

INS Industries, Inc. ('KNS), the parent of INS Fusion, since

~1978. As a Director of KNS, I have always received a

tO, Director's fee. In May 1988, the Board of Directors of INS

~voted to increase the individual Director's fee from $9,000 to

$12,000 annually, effective April 1, 1988. Since that time, my

quarterly Director's compensation has been in the amount of

$3,000.

6. My recollection is that the Board's decision to

increase the Directors' fees was based upon its belief that

KMS's Directors' fees lagged behind those of similarly situated

corporations and should be increased. Specifically, several
-2-



Board members had indicated that they did not believe DIS's

Directors' fees were commensurate with the amount of time they

were conmuitting to the Company, the potential liability

problems they faced, or the fees received by directors in .

similarly situated companies. At no time during the Nay 25,

1988 meeting, nor at any other time, was there any discussion

or consideration by the Board, or between any individual

Director or Directors and me, concerning any relationship

between the increase in Directors' fees and Directors'

contributions to the PA?.

7. Since the PA? was established in 1980, I have

,. : made significant personal contributions, in the form of

~personal checks or paycheck deductions, to the PA?. For

example, in 1980 I contributed $2,000 to the PA?. In 1986, I

authorized that $1,000 be deducted from my Director's fee check

and contributed to the PA?, and I also contributed an

additional $2,000 in the form of a personal check.

8. To the best of my recollection, in approximately

, July 1988 1(14 modified its Directors' deduction system to

~permit Directors to pre-authorize quarterly deductions from

their Directors' paychecks. The system was consistent with one

which had been in place for shareholder employees. In July

1988, I authorized KI4S to deduct $250.00 from my Director's

check for a contribution to the PA? until further notice. The

first such deduction took place in October 1988. During 1988,

however, I also made a separate contribution by personal check

-3-
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of $2,000 to the PAF. Similarly, in 1989, I contributed four

quarterly payments of $250.000 to the PAF, as well as an

additional $500 by personal check.

9. My contributions to the PAF were entirely

voluntary and were based upon my belief that the PAF played an

important role in furthering the interests of lOIS Fusion, its

employees and its shareholders. At no time did I make any

contribution to the PAF with the understanding, explicit or

implicit, that such contribution would be reimbursed by KMS.

10. KOMS and all of its subsidiaries, including JMS

Fusion, have suffered severe business reversals in recent

, years. K015 currently has only three employees and the number

c? of members of the Board of Directors was reduced to three in

1993. My last contribution to the KNIS PAF was in July 1993 in

I the amount of $250. I an the other Directors still receive an

annual Director's fee of $12,000, however.

Further affiant saith not.

Subscribed and sworn to before me this da fJn

1994.

My Commission Expires: # 1PI3 hiI SB

2888J

-4-



BEFORE THE FEDERAL ELECION COSS(ISS8IOU

SYrATJL OF NEW YOR]K )
)

COUUW'T' OF WEST'ICHE'STER )

AFFIDAVIT OF NED C. LAUI7PEIIJACH

Ned C. Lautenkbach, being duly sworn, deposes and says:

1. I am currently employed by IBM, where I serve as

a Senior Vice President. During the period between

approximately June 1987 and April 1991, I was a member of

- the Board of Directors of KMS Industries, Inc. ("KMS"), a

' comapany now located at 1010 North Main Street, Suite 410, Ann

Arbor, Michigan 48104.

2. It is my understanding that KMS Fusion, Inc., a

C subsidiary of KMS, the KM.S Fusion Political Action Fund

(hereinafter referred to as the "PAF") and Mr. Terence C.

Liddy, as its treasurer, recently received a Subpoena to

r Produce Documents and Order to Submit Written Answers in

S connection with MUR 3966, an investigation being conducted by

the Federal Election Commission (the "FEC" or the "Commission")

in connection with the FEC's finding that it has reason to

believe that KMS Fusion, the PAF and Mr. Terence Liddy, as its

treasurer, knowingly and willfully violated certain sections of

the Federal Election Campaign Act of 1971, as amended (the

"Act").

3. On June 6, 1994, I received a Subpoena to Produce

Documents and Order to Submit Written Answers in connection



with NU 3966. The subpoena was directed at me, individually,

in my capacity as a member of the KI4S Board of Directors. It

is my understanding that other individuals who were either

members of the K(MS Board of Directors or employees of DIS

Fusion have also received subpoenas in connection with the

FEC's investigation of alleged violations of the Act.

4. I am familiar with the "Factual and Legal

Analysis" which accompanied the FEC subpoenas and upon which

the FEC's findings are based. It alleges that KIS "increased

its directors salaries by $250 at approximately the same time

~that various KNS directors authorized a $250 deduction from

their paychecks for the KIS-SSF." It concludes that ". .. the

~directors contributions to KIS-SSF appear suspect given that

~the directors made them at a time when their compensation was

increased by the amount they were regularly contributing."

5. As a Director of INS, I always received a

Director's fee. In Nay 1988, the Board of Directors of KNS

C voted to increase the individual Director's fee from $9,000 to

D $12,000 annually, effective April 1, 1988.

6. Ny recollection is that the Board's decision to

increase the Directors' fees was based upon its belief that

KMS's Directors' fees lagged behind those of similarly situated

corporations and should be increased. At no time during the

Nay 25, 1988 meeting, nor at any other time, was there any

discussion or consideration by the Board, or between any

-2-



individual Director or Directors and me, concerning any

connection between the increase in Directors' fees and

Directors' contributions to the PAF.

7. To the best of my recollection, in July 1988, KMS

modified its Directors' paycheck deduction system to permit

Directors to pre-authorize quarterly deductions from their

Director's paychecks. The system was consistent with one which

had been in place for shareholder employees. In July 1988, I

authorized KMS to deduct $250.00 from my Director's check ifor a

contribution to the PAF until further notice, but the first

D such deduction did not take place until October 1988. During

;i 1988, therefore, I made one quarterly contribution of $250 to

c the PAF'. To the best of my recollection, based upon my July

c 1988 authorization, I continued to make contributions of $250

C' from my quarterly Director's paycheck until such time as I

resigned from the Board in 1991.

8. My contributions to the PAP' were entirely

C voluntary and were based upon my belief that the PAF' played an

t important role in furthering the interests of KIS Fusion, its

~employees and its shareholders. At no time did I make any

contribution to the PAF with the understanding, either explicit

or implicit, that such contribution would be reimbursed by KMSt.

-3-



Ned. C. Lautenbach

Subscribed and sworn to before me this day of dune
1994.

My Comsission Expires: ________

JOYC"E A. BERGMAN
289 91J Notar Public. Stats of New York

No. 4942285
Qualified n Westchester County

Commssi~on Exires September 1 9. 1994

N-,

N.

iT-

-4-



BE~FOR|E THE FEDERL ELECTIO1 CWUl(ISSION

STATE OF GEORGIA )
)

C(XNTrY oF FULTON )

AFFIDAVIT OF CHARLES K. LIGOll

Charles K. Ligon, being duly sworn, deposes and says:

1. I am currently semi-retired and reside at 1925

Dinsmore Road, Alpharetta, Georgia 30201. During the period

between March 1988 and May 1993, I was a member of the Board of

Directors of K0(S Industries, Inc. (KMS), a company now

cc
located at 101 North Main Street, Suite 410, Ann Arbor,

Michigan 48104. At the time I joined the KMS Board, I was a
C-.

I Group Vice President for the Material Service Group of the

C% Aluminum Company of America ('ALCOA') in Pittsburgh. I retired

"0 from ALCOA in September 1991.

1' 2. It is my understanding that 10(5 Fusion, Inc., a

subsidiary of KMS, the K0(8 Fusion Political Action Fund

(hereinafter referred to as the "PAF") and Mr. Terence C.

Liddy, as its treasurer, recently received a Subpoena to

Produce Documents and Order to Submit Written Answers in

connection with MUR 3966, an investigation being conducted by

the Federal Election Commission (the "FEC" or the "Commission")

in connection with the FECs finding that it has reason to

believe that KMS Fusion, the PAF and Mr. Terence Liddy, as its

treasurer, knowingly and willfully violated certain sections of

the Federal Election Campaign Act of 1971, as amended (the

"Act" ).



3. In late Nay 1994, I received a Subpoena to

Produce Documents and Order to Submit Written Answers in

connection with HUE 3966. The subpoena was directed at me,

individually, in my capacity as a member of the K0(5 Board of

Directors. It is my understanding that other individuals who

were either members of the K045 Board of Directors or employees

of K045 Fusion have also received subpoenas in connection with

the FEC's investigation of alleged violations of the Act.

4. I am familiar with the "Factual and Legal

Analysis" which accompanied the FEC subpoenas and upon which

the FEC's findings are based. It alleges that K06 "increased

its directors salaries by $250 at approximately the same time

that various K0(5 directors authorized a $250 deduction from

their paychecks for the 104S-SSF." It concludes that ". .. the

C directors contributions to KMS-SSF appear suspect given that

~the directors made them at a time when their compensation was

r© increased by the amount they were regularly contributing."

5. As a Director of KMS, I always received a
C

Director's fee. In Nay 1988, the Board of Directors of 1K15

voted to increase the individual Director's fee from $9,000 to

$12,000 annually, effective April 1, 1988.

6. My recollection is that the Board's decision to

increase the Director's fee was based upon its belief that 1KMS

Directors' fees lagged behind those of similarly situated

corporations and should be increased. At no time during the

-2-



May 25, 1988 meeting, nor at any other time, was there any

discussion or consideration by the Board, or between any

individual Director or Directors and me, concerning any

relationship between the increase in Directors' fees and

Directors' contributions to the PAF.

7. To the best of my recollection, in July 1988, KNS

modified its paycheck deduction system to permit Directors to

pre-authorize quarterly deductions from their Director's

paychecks. The system was consistent with one which had been

in place for shareholder employees. In July 1988, I authorized

IcKS to deduct $250.00 from my Director's check for a
0D

contribution to the PAP until further notice, but the first

such deduction did not take place until October 1988. During

~1988, therefore, I made one quarterly contribution of $250 to

C\J the PAP. To the best of my recollection, based upon my July

'C 1988 authorization, I continued to make contributions of $250

from my quarterly Director's paycheck until such time as I

resigned from the Board in 1993.

-. r8. Ny contributions to the PAP were entirely

voluntary and were based upon my belief that the PAP played an

important role in furthering the interests of KM4S Fusion, its

employees and its shareholders. At no time did I make any

contribution to the PAF with the understanding, either explicit

or implicit, that such contribution would be reimbursed by KNS.

-3-



Further affiant saith not.

Subscribed and sworn to before me this day of June
1994. -

NaoyPiW,8M a Lsb eic

My Commission Expires: MCmI.IflvsFUS .im

2890J

'0

'03

C:
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BEFORE THE FEDERAL ELECTION COUISSIOM

STATE OF NICHIGAN ))
COUNTY OF WASHTKW )

AFFIDAVIT OF TRENCE C. LIDDY

Terence C. Liddy, being duly sworn, deposes and says:

1. I am currently the President of KIS Fusion, Inc.

and reside at 3546 River Pine Drive, Ann Arbor, Michigan

48103. KOIS Fusion has been a federal government contractor

since 1980.

(N 2. On or about May 26, 1994, KMS Fusion, Inc., the

- KMS Fusion Political Action Fund (hereinafter referred to as

the UPAFU) and myself, as Treasurer of the K018 PAF, received a

Subpoena to Produce Documents and Order to Submit Written
(N

Answers in connection with MUR 3966, an investigation being

V) conducted by the Federal Election Couumission (the "FEC= or the

"~Comission') in connection with the FEC's finding that it has

C reason to believe that KMS Fusion, the PAF, and myself, as

'J Treasurer of the PAF, knowingly and willfully violated certain

sections of the Federal Election Campaign Act of 1971, as

amended (the "Act ").

3. On June 2, 1994, I received a Subpoena to Produce

Documents and Order to Submit Written Answers in connection

with MUR 3966 which was directed at me, individually, in my

capacity as a member of the Board of Directors of KMS

Industries, Inc. It is my understanding that other individuals

who were either members of the KMS Board of Directors or



employees of KMS5 Fusion have also received subpoenas in

connection with the FEC's investigation.

4. I am familiar with the "Factual and Legal

Analysis" which accompanied the FEC subpoenas and upon which

the FEC's findings are based. It alleges that K015 "increased

its directors salaries by $250 at approximately the same time

that various KMS directors authorized a $250 deduction from

their paychecks for the KMS-SSF." It concludes that ". .. the

directors contributions to KM1S-SSF appear suspect given that

the directors made them at a time when their compensation was

increased by the amount they were regularly contributing."

5. I have been a member of the Board of Directors of

101S Industries, Inc. ("KIIS"), the parent of KNIS Fusion, since

1978. As a Director of KMS, I have always received a

C4 Director's fee. In May 1988, the Board of Directors of 1015

voted to increase the individual Director's fee from $9,000 to

$12,000 annually, effective April 1, 1988. Since that time, my

quarterly Director's compensation has been in the amount of
(

$3,000.

6. During the May 25, 1988 meeting of the KMS Board

of Directors, I moved that the individual Director's annual fee

be increased from $9,000 to $12,000. My recollection is that

my recommendation was based on my belief, and that of my fellow

Directors, that our $9,000 annual compensation was not

commensurate with our duties and responsibilities, particularly

-2-



the time commitment that each of us was making to K145, and

lagged behind that of other similarly situated corporations.

At no time during the May 25, 1988 meeting, nor at any other

time, was there any discussion or consideration by the Board,

or between any individual Director or Directors and me,

concerning any connection between the increase in Directors'

fees and Directors' contributions to the PAF.

7. Since the PA? was established in 1980, I have

made significant personal contributions, in the form of -

personal checks or paycheck deductions, to the PAF. For

example, in 1986, I authorized that $1,000 be deducted from my

Director's fee check and contributed to the PAP, and I

contributed an additional $2,000 in the form of a personal

check.

C 8. To the best of my recollection, in July 1988 1015

O modified its Directors' deduction system to permit Directors to

pre-authorize quarterly deductions from their Directors'

paychecks. The system was consistent with one which had been

C
in place for shareholder employees. In July 1988, I authorized

KM15 to deduct $250.00 from my quarterly Director's check and to

contribute such amount to the KMS PA? until further notice.

The first such deduction did not take place until October

1988. During 1988, I also made a separate contribution of $200

by payroll deduction to the PA?.

-3-



9. Due to the $3,000 per annum increase in

individual Director's fees effective April 1, 1988, each

Director's quarterly compensation increased from $2,250 to

$3,000 beginning with their second quarter paychecks. Thus,

each Director's $250 quarterly contribution to the PA? vas a

sum far beneath the actual increase in his quarterly

compensation.

10. My contributions to the PAF were entirely

voluntary and were based upon my belief that the PA? played an

important role in furthering the interests of KOMS Fusion, its

employees and its shareholders. At no time did I make any

contribution to the PA? with the understanding, either explicit

or implicit, that such contribution would be reimbursed by KIS.

10. On or about July 1993, KMS terminated the

4 Directors' paycheck deduction system. Recently, INS terminated

'0its PA? and the company intends to notify the FEC of such

termination in its next quarterly filing.

~Further affiant saith not.

9.c . ~y

Subscribed and sworn to before me this 2. day of June

1994.

My Commission Expires : My PomnFq~sul21l9

2895J
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BEFORE THE FEDERAL ELECTION COUISSION

STATE OF ARIZONA )
)

CONrTY OF NARICOPA )

AFFIDAVIT OF TNO0URS P. STAFFORD

Thomas P. Stafford, being duly sworn, deposes and says:

1. I am a 1952 honors graduate of the United States

Naval Academy. Upon graduation, I was conwmissioned into the

United States Air Force. In 1962, I was selected as one of the

second group of astronauts and participated in, or coimanded,

two Gemini and two Apollo missions. In addition to my

assignments as an astronaut, in 1975 I served as the Air Force

__. Deputy Chief of Staff for Research, Development and

r Acquisition, in which capacity, among other things, I

C personally directed the start of the F-117A Stealth Fighter

~Program. In November 1979, I retired from the Air Force vith

the rank of Lieutenant General. I am the co-founder of the

technical consulting firm of Stafford, Burke and Hecker, 1006

Cameron Street, Alexandria, Virginia 22314. I sit on the

~Board of Directors of seven publicly-held corporations and two

privately-held corporations.

2. During the period between January 1980 and August

1992, I was a member of the Board of Directors of KMS

Industries, Inc. ("KMS") a company now located at 101 North

Main Street, Suite 410, Ann Arbor, Michigan 48104.



3. It is my understanding that KMS Fusion, Inc., a

subsidiary of KMS, the KI4S Fusion Political Action Fund

(hereinafter referred to as the "PAF") arnd Mr. Terence C.

Liddy, as its treasurer, recently received a Subpoena to

Produce Documents and an Order to Submit Written Answers in

connection with MUR 3966, an investigation being conducted by

the Federal Election Commuission (the "FEC" or the "Commission")

in connection with the FEC's finding that it has reason to

believe that KES Fusion, the PAF and Mr. Terence Liddy, as its

treasurer, knowingly and willfully violated certain sections of

the Federal Election Campaign Act of 1971, as amended (the

"Act" ).

4. On or about May 19, 1994, I received a Subpoena

~to Produce Documents and Order to Submit Written Answers in

CI connection with BlUR 3966. The subpoena was directed at me,

'0 individually, in my capacity as a member of the KES Board of

Directors. It is my understanding that other individuals who

were either members of the KMS Board of Directors or employees
C

of KES Fusion have also received subpoenas in connection with

~the FEC's investigation of alleged violations of the Act.

5. I am familiar with the "Factual and Legal

Analysis" which accompanied the FEC subpoenas and upon which

the FEC's findings are based. It alleges that KMS "increased

its directors salaries by $250 at approximately the same time

that various KMS directors authorized a $250 deduction from

-2-



their paychecks for the KNS-SSF. It concludes that ". .. the

directors contributions to KMS-SSF appear suspect given that

the directors made them at a time when their compensation was

increased by the amount they were regularly contributing."

6. As a Director of K4S, I always received a

Director's fee. In Nay 1988, the Board of Directors of lOIS

voted to increase the individual Director's fee from $9,000 to

$12,000 annually, effective April 1, 1988.

7. Ny recollection is that the Board's decision to

increase the Directors' fees was based upon its belief that lOIS

Directors' fees lagged behind those of similarly situated

corporations and should be increased. Indeed, my experience on

other corporate boards confirmed that belief. At no time

~during the Nay 25, 1988 meeting, nor at any other time, was

C4 there any discussion or consideration by the Board, or between

~any individual Director or Directors and me, concerning any

~connection between the increase in Directors' fees and

Directors' contributions to the PAF.

8. As a Director of KOIS, I made significant

~contributions to the PAF. In 1986, for example, I authorized

that $1,000 be deducted from my Director's fee check. To the

best of my recollection, in July 1988 KNS modified its

Directors' paycheck deduction system to permit Directors to

pre-authorize quarterly deductions from their Director's

paychecks. The system was consistent with one which had been

-3-



in place for shareholder employees. In July 1988, I authorized

104S to deduct $250.00 from my Director's check for a

contribution to the PA? until further notice, but the first

such deduction did not take place until October 1988. During

1988, therefore, I made one quarterly contribution of *250 to

the PAF. To the best of my recollection, based upon my July

1988 authorization, I continued to make contributions of $250

from my quarterly Director's paycheck until such time as I

resigned from the Board in 1992.

9. My contributions to the PA? were entirely

voluntary and were based upon my belief that the PA? played an

important role in furthering the interests of KISS Fusion, its

~employees and its shareholders. At no time did I make any

~contribution to the PA? with the understanding, either explicit

C or implicit, that such contribution would be reimbursed by IS.

Further affiant saith not.

C

~Subscribed and sworn to before me this z day of June
~1994.

My Commission Expires: '2 57

2889J
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BEFORE THE FEDERAL ELCIOSl OlIISION

STATE OF MICHIGAN )
)

JN-r oF WSITEEAN )

AFFIDAVIT OF RICHARD E.FY

Richard E. Fry, being duly sworn, deposes and says:

1. I am currently President of Richard E. Fry, AIA,

Ltd., Architects & Planners, 308 W. Huron, Ann Arbor, Michigan

48105. During the period between September 1992 and the

present, I have been a member of the Board of Directors of KoMS

O) Industries, Inc. (=KIS=) a company now located at 101 North

Main Street, Suite 410, Ann Arbor, Michigan 48104.

c 2. It is my understanding that KMS Fusion, Inc., a

subsidiary of KMS, the KMS Fusion Political Action Fund
Cq4

(hereinafter referred to as the "PAF=) and Mr. Terence C.

- Liddy, as its treasurer, recently received a Subpoena to

- Produce Documents and Order to Submit Written Answers in

C connection with MUR 3966, an investigation being conducted by

'/) the Federal Election Conuission (the =FEC = or the "Comission=)

in connection with the FEC's finding that it has reason to

believe that KIS Fusion, the PAF and Mr. Terence Liddy, as its

treasurer, knowingly and willfully violated certain sections of

the Federal Election Campaign Act of 1971, as amended (the

=Act" ).

3. On May 21, 1994, I received a Subpoena to Produce

Documents and Order to Submit Written Answers in connection



with MUR 3966. The subpoena was directed at me, individually,

in my capacity as a member of the DItS Board of Directors. It

is my understanding that other individuals who were either

members of the KMS Board of Directors or employees of KKS

Fusion have also received subpoenas in connection with the

FEC's investigation of alleged violations of the Act.

4. I am familiar with the "Factual and Legal

Analysis" which accompanied the FEC subpoenas and upon which

the FEC's findings are based. It alleges that KMS "increased

its directors salaries by $250 at approximately the same time

that various DIS directors authorized a $250 deduction from

their paychecks for the DIS-SSF." It concludes that ". .. the

~directors contributions to KMS-SSF appear suspect given that

- the directors made them at a time when their compensation was

C increased by the amount they were regularly contributing."

5. As a Director of DES, I always received a

Director's fee of $12,000 annually.

6. In October 1992, I authorized KMS to make

deductions of $250 from my quarterly Director's paycheck and to

contribute such money to the K['S PAF. Based upon that

authorization, I continued to make contributions of $250 to the

PAF from my quarterly Director's paycheck until July 1993.

7. My contributions to the PAF were entirely

voluntary and were based upon my belief that the PAF played an

important role in furthering the interests of KMS Fusion, its

-2-



employees and its shareholders. At no tim did I make any

contribution to the PA? with the understanding, either ezplicit

or implicit, that such contribution would be reinmrsed by 11.

Further affiant saith not.

Subscribe and sworn to before m this 2JL day of June
1994.

My Commission Expires:

~2892J

C
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BEFOR.E THE FEEA ELECTION COIIS1SIONI

STATE OF MICHIGAN )
)

coXJWT oF WAYNE)

AFIDAVIT OF RAYNOLD A.- SCUKICK

Raynold A. Schmick, being duly sworn, deposes and says:

1. I am a partner in the law firm of Dykema Gossett

PLLC, which has served as legal counsel to l~iS Industries, Inc.

("KMS") and its affiliated corporations, including !K4S Fusion,

Inc., for over 15 years.

2. During the past month, KMS Fusion, Inc., the:KMS

Fusion Political Action Fund (hereinafter referred to as the

- "PAF'), Mr. Terence Liddy, as treasurer of the KMS PAF, and

numerous individuals who are or were members of the KMS Board

of Directors or employees of KMS Fusion have received a

r Subpoena to Produce Documents and Order to Submnit Written

0 Answers in connection with NUN 3966, an investigation being

y conducted by the Federal Election Coumuission (the "FEC" or the

- "Comuission") in connection with the FEC's finding that it has

'- reason to believe that KMS Fusion, the PAZ, Mr. Liddy, as

treasurer of the PAF, and the individuals knowingly and

willfully violated certain sections of the Federal Election

Campaign Act of 1971, as amended (the "Act').

3. I am familiar with the "Factual and Legal

Analysis" which accompanied the FEC subpoenas and upon which

the FEC's findings are based. It alleges that KMS "increased

its directors salaries by $250 at approximately the same time

that various KMS directors authorized a $250 deduction from



their paychecks for the KM4S-SSF." It concludes that . the

directors contributions to Ka4S-SSF appear suspect given that

the directors made them at a time when their compensation was

increased by the amount they were regularly contributing."

4. I attended the May 25, 1988 meeting of the KMS

Board of Directors which was held in Chicago, Illinois. During

the meeting, Mr. Liddy moved that the Directors' annual fee be

increased from $9,000 to $12,000. My recollection is that Mr.

Liddy's recommendation that the Directors' fee be increased was

based on the Directors' view that KMS' Directors fees lagged

behind those of other similarly situated Corporations.

5. At no time during the May 25, 1988 meeting

S was there any discussion or consideration by the Board

concerning any relationship between the increase in Directors'

fees and Directors' contributions to the PAF.

Further affiant saith not.

Raynld . Schmick

1994.Subscribed and sworn to before me this , 2 V day of June

My Commission Expires:

2896J u ~ Count. lA
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1/88 - 5/88
lames C. Bard
Robert A. Carrane
Ned C. Lagtenbach
Tereace C. Liddy
Charles K. Ligon Appi 3/88
Patrick B. Long
Thomas P. Stafford

5/88 - 5/89
James C. Bard
Robert A. Carrane
Ned C. Lautenbach
Terence C. Liddy
Charles K. Ligon
Patrick B. Long
Thomas P. Stafford

5/89 - 5/90
Jamns C. Bard
Robert A. Carrane
Ned C. Laurabach
Terence C. Liddy
halsK. Ligon

Patrik B. Long
Thomas P. Stafford

C 5/90 - 5/91
f)James C. Bard

~Robert A. Carranc
Ned C. Laugenbach
Terence C. Liddy
Chiarles K. Ligon
Patrick B. Long
Thomas P. Stafford

Resigns: 12190

Resigns. 4/91



5/91 - 5/92
Robert A. Carrane
Terence C. Liddy
Charles K. Ligon
Patrick B. Long
Thomas P. Stafford

5192 - 5/93
Richard E. Fry
Terence C. Liddy
Charles K. Ligon
Patrick B. Long
Thomas P. Stafford

5193 - 5/94
Richard E. Fry
Terence C. Liddy
Patrick B. Long

5/94 - 5195
Richard E. Fry
Terence C. Liddy
Patrick B. Long

Resigns: 3192

Appi: 9192

5,93

Resigns: 8/92



1

Patrick S., LongI09S Industries, Inc.
P. 0. Box 1778
bnn Arbor M1 48106

1KMS Industries, Inc.
P. 0. lox 1778
Ann Arbor 141 48106

Gentlemen:

Please pay the KMS Fusion, Inc. Political Action Fund the
mount of S1000.00, from my Director's Fee check. This is my

Ncontribution to the KMISF PAF.

Patrick B. Long

Dated: C..- -
c -

If,



O rames C. Bard

2195 Club House Dr.
Prescott AZ 86301

K145 Industries, Inc.
P. 0. Box 1718
Ann Arbor MI 48106

Gent 1 men:

Please pay the KMS Fusion, Inc. Political Action Fund the
amount of $1000.00, from my Director's Fee check. This is my
contribution to the KMSF PAF.

Sincerely,

C. 8.1d
Jams C. Bard
Dat ed- L, Ii J!

c\J



M

Robert A. Carrmn.
Carrane, t rin & Freifeld
100 N. LaSalle, 9600 6th Fl.
Chicago IL 60602

KNS Industries, Inc.P. 0. Box 1778
A nn Arbor MI 48106

Gentlmen:

Please pay the KMS Fusion, Inc. Political Action Fund theaount of SlOOO.00, fro. my Director's Fee check. This ts my
contribution to the KMSF PAlP.

C\I

Sincerely,

Robert

Dated:U.)



0

Alexander 3!. GlassKMqS Fusion, Inc.
P. 0. Sox 1567
PAnn Arbor MI 48106

KMIS Industries, Inc.P. 0. Box 1778
Ann Arbor MI 48106

Gentlemen:

Please pay the IKMS Fusion, Inc. Political Action Fund theinownt of $1000.00, frcom my Director's Fee check. This is my
contribution to the IKMSF PAF.

Sincerely,

Alexandr 3. G4 s

CD



Terence C. Liddy
KSFusion, Inc.
P. 0. Box 1567
AniArbor MI 48106i

K)1S Industries, Inc.
P. 0. Box 1778
Ann Arbor MI 48106

Gentlemen:

Please pay the KMS Fusion, Inc. Political Action Fund the
wiount of $1000.00), from my Director's Fee check. This is my
contribution to the KMSF PAF.

Sincerely,

I



0

Roy E. Rtts, 3Jr.M3900 'tdden Way NE
Rochester Ui 55901

lKNS Industries, Inc.P. 0. Box 1778
Ann Arbor MIi 48106

Gentl efe:

Please pay the KNqS Fusion, Inc. Political Action Fund the

mount of SI0O0.00, fram my Director's Fee check. This Is my

contribution to the KHtSF PAF.

SincerelY[

Roy - , Ino~w,
(7&'f

I

/aed [Ti v

' i
i
j



Thomas P. Stafford
General Technical Services,inc.
501 Northwest Exy, 1 515
Okidhoma City OK 73118

KM'S Industries, Inc.
P. 0. Box 1778
Ann Arbor Ml 48106

Gent 1 einn:

DO Please pay the KMS Fusion, Inc. Political Action Fumnd the
aount of $1000.00, frou my itrector's Fee check. This is my

- ,contribution to the IMS PAF.

Sincerely,

~Thomas P. St afford

C Dated



ThI L r IC 1ICA.ACTION FlUID
P.O.Soz 1278

Anm Arbor, 11 48106-1776
ENP,.oYEES ,,/.AOL4~r V 6

~54~ib~I-R

B94LOYrEE D.

ADDRSS (requred): "oa ' #I • --- -q L ~44( ({fre4~f
I hereby volunteer a contribution to the 'VlIS Political Action Fund (KPIS-PAF)for the calendar yew'" 1986. You are directed to all1ocalte my contribution for
heuse of candidates selected by the IKlSF-PAF.

I enclose payemnt. or, I wish to take advantage of the Payroll Deduction
Plan and authorize w' aount to be writhheld flra my palycheck each pay perod
aid t~ransmitted t o the KMSF-PAF account during the calendarP yew of 1986 in
use following nner:

NYT TOTAL COITIBUTION FOR 1986 IS S ('2.0 0

! authorize the follovinlT deduction:

$10/pay
$15/pay,

ENPL0YE" S S1lA1ME

Or, I enclose pa.eent of:

DATE

" " RETURN This ENTIRE FORM TO PAILA 5ARRETT INI THE PAYROLL OFFICE
S NOTE: A copy of our Political Action Fund is filed with the Federal Election

Cimsson and Is avalMle for purchase fron Federal Election Cmission,
o- wuftng .on, I 24I

Trhts botton portion for Palyroll Office ms o.l1

"* Emleom n3m Eqpso

SO2ITIl Ol .. m YEAR 1986
Total Cotrilbuted .S/210.-

ount IReceived $ ,,*

Payoll IDeluction S 2 per pmy

7SOE&~

Date: i2-/. rs-
Rtvltsed 114/85

r .

$20/pay
sjoo/pay, LL



James C. Bard
2191 Club House Drive
Prescott, AZ 86301

KMS Industries, Inc.
Attn: T. C. Liddy
P. 0. Box 1718
Ann Arbor, MI 48106-1778

Dear Mr. Liddy:

Until further notIce, please deduct $250.00 from my Dlrectcr'; chack
for a contribution to the KMS Fusion, Inc. Political Action Fund.

Sincerely,

James C. Bard

Dated -1, I4:

DISTRIBUTION:
Hochkins
Barrett
Orig: PAF File



Robert A. Carrane
CarraneoZwl rn Nemn &

Fret feld
100 N. LaSalle,

1600. 6th Fl.
Chi cagp, IL 60602

KJ4S Industries, Inc.
Attn: T. C. Liddy
P. 0. Box 1778
Ann Arbor, MI 48106-1178

Dear Mr. Liddy:

'C Until further notice, please deduct $250.00 from my Director's check
for a contribution to the lOIS Fusion, Inc. Political Action Fund.

t. bert A. Carrane

. Da4e !$ :



Ned C. Lautenbach
343 Old Hicory Road
Fairfield, CT 06430

KMS Industries, Inc.
Attn: T. C. Liddy
P.O. Box 1778
Ann Arbor, MI 48106-1778

Dear Mr. Liddy:

Until further notice, please deduct $250.00 from my Director's
check for a contribution to the KMS Fusion, Inc. Political Action
Fund.

This contribution is made by me in my capacity as a private
~citizen and not on behalf of the IBM Corporation.

Ned C. Lautenkach

DISTRIBUTION
Hochkins
Barrett
Orig: PAF File

0712ND01 .TXT



Terence C. Liddy
IMS Industries, Inc.
P. 0. Box 1778
Ann Arbor, NI 48106-1778

KMIS Fusion, Inc.
Attn: KMS Fusion Political Action Fund
P. 0. Box 1567
Ann Arbor, MI 48106-1567

Until further notice, please deduct $250.00 from my Director's check for a
contribution to the KMS Fusion, Inc. Political Action Fund.

Sincerely,

Terence C. Liddy

Dated: $

cc: L. D. Johnson
R. S. Hochkins
P. M. Barrett
C. F. White'



i i! ' t; : " ' . .. .. • .. . . .. . .. Y " ': J : i ::r ; .. . ' •• t- .i

Charles K. Li gon
ALCOA M4aterials Science Div.
1501 ALCOA Building
Pittsburgh, PA 15219 ,

l?4S Industries, Inc.
Attn: T. C. Liddy
P. 0. Box 1778
Ann Arbor, MI 48106-1778

Dear Mr. Liddy:

Until further notice, please deduct $250.00 from my Director's check
' for a contribution to the lOMS Fusion, Inc. Political Action Fund.

Sincerely,

Chres K. Ligon

Dated: 1 I " i'

Distribution:
R. Hochkins
P. Cussigh
P. Barrett
Orig: PAF Files
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Patritck B. Long
KM ndustries, Inc.
P. 0. Box 1778
Ann Arbor, MI 48106-1778

DItS Fusion, Inc.
Attn: IS Fusion Political Action Fund
P. 0. Box 1567
Ann Arbor, 14I 48106-1567

Until further notice, please deduct $250.00 from Director's check for a
contribution to the KMqS Fusion, Inc. Political Action Fund.

Dated:

cc"P. M. Barrett, PAF Treasurer
L. D. Johnson
R. S. Hochkins' m

C. F. White, PAF Bookkeeper



Lt. Gen. Thomas P. Stafford
General Technical Services Inc.
3212 East 1-240
Oklahoma City, OK 73135

KMS Industries, Inc.
Attn: T. C. Liddy
P. 0. Box 1778
Ann Arbor, MI 48106-1178

-- Dear Mr. Li ddy:

~Until further notice, please deduct $250.00 from my Director's check for a
contribution to the lOMS Fusion, Inc. Political Action Fund.

",0 Sincerely,

~~Thomas P. Starod
¢V

DISTRIBUTIcV:
Hochkins, R
Barrett, P.
Orig: PAF File
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BEFORE THE FEDERAL ELECTION COWUI SSION

STATE OF MICHIGA )
)

COUNTY oF, WASHEU )

AFFIDAVIT OF RAYM4OND L. HOLC)I

Raymond L. Holcomb, being duly sworn, deposes and says:

1. I am currently President of Geostrip Systems,

Inc. and reside at 1460 Pear Street, Ann Arbor, Michigan

48105. During the period between November 15, 1983 and May

1992, I was employed by KMS Fusion, Inc., initially as

~Controller, and later, as a Vice President. I have been a lMS

~stockholder since approximately 1984.

2. It is my understanding that KMS Fusion, Inc., a

subsidiary of EMS, the EMS Fusion Political Action Fund

~(hereinafter referred to as the "PAF") and Mr. Terence C.

Liddy, as its treasurer, recently received a Subpoena to

~Produce Documents and Order to Submit Written Answers in

connection with MUR 3966, an investigation being conducted by

~the Federal Election Commission (the "FEC" or the "Coimmission")

in connection with the FEC's finding that it has reason to

believe that KMS Fusion, the PAF and Mr. Terence Liddy, as its

treasurer, knowingly and willfully violated certain sections of

the Federal Election Campaign Act of 1971, as amended (the

"Act" ).

3. On May 27, 1994, I received a Subpoena to Produce

Documents and Order to Submit Written Answers in connection



with MURl 3966. The subpoena was directed at me, individually,

ostensibly in my capacity as a member of the DIS Board of

Directors. It is my understanding that other individuals who

were either members of the DIS Board of Directors or employees

of 101S Fusion have also received subpoenas in connection with

the FEVUs investigation of alleged violations of the Act.

4. I am familiar with the "Factual and Legal

Analysis" which accompanied the FEC subpoenas and upon which

the FECs findings are based. It alleges that KNtS "increased

its directors salaries by $250 at approximately the same time

that various 1K45 directors authorized a $250 deduction from

their paychecks for the IOIS-SSF." It concludes that ". .. the

~directors contributions to KMS-SSF appear suspect given that

- the directors made them at a time when their compensation was

C increased by the azount they were regularly contributing."

5. I have never been a member of the KNtS Board of

Directors or the Board of Directors of any other corporation

affiliated with KMtS.

6. Based upon an examination of my records, I have

~concluded that I made four contributions to the 1048 PAF during

the period between December 1986 and January 1990, as follows:

December 16, 1986 ($240); May 2, 1988 ($120); December 14, 1988

($250), and January 15, 1990 ($250). See Exhibit A, attached

hereto.

-2-



0 0
7. At no time were any of my personal contributions

to the PAP related in any way to any compensation increases I

may have received as an employee of KMS Fusion. At no time did

DSever reimburse me for any such contributions.

8. My general recollection is that I may have made

some or all of the above-referenced contributions in response

to written solicitations for such contributions. I have

conducted a search of my records and have been unable to locate

any copies of any letters or other documents I may have .

received soliciting contributions to the KUIS PAP.

9. My contributions to the PAP were based upon my

belief that the PAP played an important role in furthering the

interests of DES Fusion, its employees and its shareholders.

~At no time did I make any contribution to the PAP with the

C understanding, explicit or implicit, that such contribution

C would be reimbursed by KMS.

- Further affiant saith /

.JI

Raymond L. Holcomb

Subscribed and sworn to before me this 2 1 day of June

1994.

My Commission Expires: - -'" <

2893J .. . . .
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BEFORE THE FEEA ELECTION COlIISSION

STATE OF MICHIGA )
)

COUW'Y oF AHTNW )

AFFIDAVIT OF DOAL L. RUSIUSKI

Donald L. Musinski, being duly sworn, deposes and says:

1. I am currently employed by Diamond General

Development Corporation and reside at 1135 Jeffrey, Saline,

Michigan 48178. During the period between November 3, 1975

and June 28, 1991, I was employed by KMIS Fusion, first as a

O research scientist, and later as a senior technical manager.I

have been a 101S stockholder since 1979.

2. It is my understanding that KMS Fusion, Inc., a

subsidiary of K018, the K018 Fusion Political Action Fund
04

O (hereinafter referred to as the =PAF') and Mr. Terence C.

Liddy, as its treasurer, recently received a Subpoena to

~Produce Documents and Order to Submit Written Answers in

(7 connection with MUR 3966, an investigation being conducted by

u the Federal Election Conmmission (the "FEC" or the =Commission')

in connection with the FEC's finding that it has reason to

believe that KMS Fusion, the PAF and Mr. Terence Liddy, as its

treasurer, knowingly and willfully violated certain sections of

the Federal Election Campaign Act of 1971, as amended (the

"Act").

3. On June 4, 1994, I received a Subpoena to Produce

Documents and Order to Submit Written Answers in connection



with MUR 3966. The subpoena was directed at rue, individually,

ostensibly in my capacity as a member of the 1018 Board of

Directors. It is my understanding that other individuals who

were either members of the K0MS Board of Directors or employees

of 1015 Fusion have also received subpoenas in connection with

the FEC's investigation of alleged violations of the Act.

4. I am familiar with the "Factual and Legal

Analysis" which accompanied the FEC subpoenas and upon which

the FEC's findings are based. It alleges that 1K8 "increased

its directors salaries by $250 at approximately the same time

that various K0(8 directors authorized a $250 deduction from
0D

their paychecks for the 101S-SSF." It concludes that ". .. the

directors contributions to KMS-SSF appear suspect given that

the directors made them at a time when their compensation was

C increased by the amount they were regularly contributing."

S5. I have never been a member of the KMS Board of

Directors or the Board of Directors of any other corporation

affiliated with KMS.
C

6. Based upon an examination of my records, I have

concluded that I made three contributions to the K0(S PAF during

the period between May 1988 and December 1990, as (1) May 1988

($250 by personal check); (2) December 28, 1988 ($150 by

personal check); and (3) 1990 (automatic payroll deduction of

$20 monthly or a total of $240). See Exhibits A - C, attached

hereto.

-2-



7. At no time were any of my personal contributions

to the PA2 related in any way to any compensation increases I

may have received as an employee of KMS Fusion. At no time did

101$ ever reimburse me for any such contributions.

8. My general recollection is that I may have made

some or all of the above-referenced contributions in response

to written solicitations for such contributions. I have

conducted a search of my records and have been unable to locate

any copies of any letters or other documents I may have .

received soliciting contributions to the KMS PAF.

9. My contributions to the PAF were based upon my

C" belief that the PAF played an important role in furthering the

~interests of KMS Fusion, its employees and its shareholders.

~At no time did I make any contribution to the PAF vith the

C understanding, explicit or implicit, that such contribution

would be reimbursed by KMS.

Further affiant saith not.

to

Subscribed and sworn to before me this AL. day of June
1994.

Notary Public(

cHRISiE L. cUSHam
My Commission Expires: /2-//97OM61NXP S2.19

2894J

-3-
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KMS FUSION, INC. POLITICAL ACTION FUND

P.O. Box 1567

Ann Arbor, MI 48106

Receipt

Contributors Name: (t,'1* '-~ "

Total Amount Pledged for 1990:

Amount Received: -

Payroll Deduction:

fv5~O

Paula Barrett, Treasurer Dt

C.

CN

'0

t- Date
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ANN ARBOR. MICHIGAN

BLoOM~rcLo HL. MICHIGAN

CHICAGO. ILLINOIS

LAW OrIF~cEs
DYXEILA GOSSETT
PSOV(' OA.IIMU LIico LI.dl. cL' CO.4,INv

FIRANKLIN SOUARZ

SUITE 300 WEST

1300 I STREET. N.

WAsH-]INGTON, D.C. 20005-33}06

TELEPDHONIE (2O2) 522 8600

'AX 2) 522 8669

.iv ji 8 L i ' *~

DETROIT. MICHIGAN

GRAND RAPIDS. MICHIGAN

LANSING, MICHIGAN

July 12, 1994

VIA TKLCOFX

Craig Reffner, Esq.
Federal Election Conmmission
Office of the General Counsel
999 E Street, N.W.

, Washington, D.C. 20463

Re: HURI 3966

Dear Mr. Reffner:

L As we discussed during our July 8, 1994 telephone
,: conversation, we recently received a letter from Robert A.

Carrane in which he authorized us to represent him in
~connection with the above-captioned investigation.

~As you know, Mr. Carrane is currently incarcerated in a

Federal Prison Camp in Terre Haute, Indiana. Mr. Carrane's
letter to me stated that he is attempting to obtain approval to

, call me, but is unlikely to receive such approval for another

two to three weeks.

Mr. Carrane's letter stated that he received a copy of the

FEC's subpoena in the above-referenced matter on or about June
15, 1994. Given Mr. Carrane 's circumstances and his inability

to confer with counsel, however, we are requesting that the
time within which he must respond to the subpoena be extended
until sometime after he is able to contact me by telephone.

Although I do not know at the present time when Mr.

Carrane will be in a position to respond to the subpoena, I
will call you as soon as he calls me.

r ~~ ~

U,

0~ r-gOn~



0

DmKEiL GOSSETT

Craig Ref fner, Esq.
July 12, 1994
Page 2

Thank you for your cooperation.

Very truly yours,

idy Parker Jenkins
JPJE :jp j
2935J

cc: Mr. Terence Liddy
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Mr. Craig D. Retner, Esq. IJLZS
Office of the Ge-era1 Counsel -

Federal Election Committee

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

Dear Mr. Refnler
Re: MUR 3966

Preface:

First, thank you for the courteous and informative phone
calls.

Second, the mailing reached me in Tucson, Arizona on June 11,
the day before I departed on an extended road trip. My
misunderstanding of the inquiry was an innocent but very

b unfortunate oversight, which I truly regret. The mailing

went into my briefcase in the trunk of my car!

Third, all of my ancient files and records relating to my
- service as an outside director of KMS Industries, Inc., are

in Tucson, Arizona; I am presently in Park City, Utah, and will
not return to Tucson until late September. No one has access

C to my files during my absence.

3 Fourth, I now realize full-well the legal importance of this
matter. Due to logistical circumstances, The information which

: - follows can only be rendered to the best of my recollection. I
willingly supply it under oath, for I have nothing to hide.

~Answers to Questions:

, 1. To the best of my knowledge,I agreed to only a limited
number of contributions in the amount of $250 each. The in-

~cidents took place some 3 or 4 years ago. I did not contribute
regularly over an extended period of time.

(a) The contribution was solicited by Terry Liddy, vice pres-
ident and secretary of KMS Industries, Inc., who handled all
such matters. He has all the pertinent records. The entire
matter of contributions was casually and informally presented
verbally at KMS Industries board meetings. There may have been
a written communication from Liddy to directors on the matter.
The contribution request was never a demand or obligatory issue.
As I recall, the fund had become depleted; directors were
approached to relenish it. At no time did I specifically con-
sent to contributions by KMS Fusion nor did I authorize my
name to be used to make a contribution in the name of another.
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1. (a) continued)

Let the record show I was no_t a director of KMS Fusion and had
no knowledge whatsoever of its political contributions or
related activities. Therefore,what KMS Fusion did with such
funds was totally beyond my knowledge or control. I was never
supplied any information on the disposition of funds by KMS
Fusion, a subsidiary of KMS Industries, Inc.

(b) For convenience purposes, my limited contribution to
KMS-SSF was deducted from the director fee. It was simply
an in-house bookeeping entry. I never received any cash
compensation for the amount and considered it merely a
needed contribution!

2. I made no contributions to any Federal candidates or
Federal Political Committees. Moreover, I served only as a

~director of KMS Industries, Inc., not KMS Fusion. My limited

. tenure as an outside director (in the area of investments)
was solely at the request of Patrick Long, President.

3. I have no documents in my immediate possession at this time.
~In all candor, Terry Liddy should be able to produce all

documentation to support my answers.

2 For the Record:

1. I resigned voluntarily as a director of KMS Industries, Inc.

in 1990 or 1991.

2. I did not make on-going contributions to KMS-SSF. My
compensation as a director up to my resignation was not

, increased regularly at the time of contribution.

~3. The KMS Industries, Inc. Board of Directors included
potent legal and governmental expertise, namely in the form
of attornies-Patrick Long and Robert Carrane plus Retired
General Thomas B. Stafford (astronaut) who served as a con-
sultant to the Department of Defense as well as a director of
numerous other publicly owned companies. At no time was the
legality of contributions to the KMS-SSF ever mentioned by
any of these experts, or anyone else. On the contrary, all
outside directors were given reason to believe by Liddy it
was valid and needed. The casual nature of the entirematter
cannot be overemphasized. I agreed to participate modestly in
good faith without questioning the legality of the request.



7454 N. Desert Tree Drive
Tucson, Arizona 8504

Page 3.

Finally, on a personal but relevant note, I spent 40 years
in the investment business, working to build a reputation of
integrity, professionalism, and reliability. My personal
credentials are in order for anyone to investigate. These
include the designation as a Chartered Financial Analyst,
former registration with the SEC as an investment advisor,
former officer of the firm of Brown Brothers Harriman, among
other achievements.

Never in my entire life have I "knowingly or wilfully"
violated any lawd - Federal or other! Even the thought or
possible accusation is totally repugnant and insulting
to my integrity and personal record of conduct.

If my nominal and short-lived participation in a fund
controlled and administered by KMS Fusion officials is now
deemed a potential violation of Federal law, then I stand
tall as a totally innocent victim of violations by other

¢ parties! The true fact is I merely complied in good faith to
a request from KMS Industries officers. At no time did I have

~a voice or control over the specific disposition of funds by
KMS Fusion officials. Therefore, I respectfully request that
any and all potential charges against me be dismissed.

C The above information is supplied under oath.

. Sincerely,

( James C. Bard

~My current mailing address:
P.O. Box 681173
Park City, UT 84068



FEDERAL ELECTION COMMISSION

~August 18, 1994

Timothy Sullivan, Ssq.
Dykema Gossett
1300 I Street, NW
Suite 300 West
Washington, DC 20005-3306

RE: NUR 3966

Dear Mr. Sullivan:

On June 27, 1994, your client, the IRS Fusion Political
Action Fund, requested that the Federal Election Commission the
("Commission') permit it to terminate pursuant to

C 2 U.S.C. S 433(d) and Section 102.3 of the Commission's
__ Regulations. Because of the ongoing enforcement matter involving

your client, this request has been denied. Therefore, you are
C'L reminded that your client must continue to file all the required

reports with the Commission until such time as the enforcement
~matter has been closed.

~If you have any questions, please contact me at

, (202) 219-3400. Sneey

Crai~"Rffe
CAttorney

cc: Reports Analysis Division
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August 10, 1994

Mr. Craig D. Refner, Esq. Aa I ~idi ,

Office of the General Counsel ,
Federal Election Comite c -w

999 E Street, N.W. 5oW C

Washington, D.C. 20463 (.. o

~o
Dear Mr. Refner, Re MR 96

You have requested additional information on the subject of
KMS Industries director fee increases and the possible inter-
relationship with contributions to KMS-SSF. I am pleased to
respond to the best of my recollection.

The matter of an increase in director fees came up at a
regular board meeting in Ann Arbor. I do not remember the
date. The subject was raised by Patrick Long, president,
who was the sole spokesman on all such financial matters.
As I recall, he discussed and recommended an annual increase

~on the basis that it was not only warranted in terms of time
allocation and hard work but also was consistent with fees
paid by other comparable publicly owned companies. He had
researched the matter personally. In my judgement, the amount
was not considered inordinately large.

Turning to the subject of contribution to the KMS-SSF, this
NC was handled by Terry Liddy, vice president and secretary, who

also kept the minutes at every board meeting. Liddy visited
" Washington regularly and was the primary company contact with

. government officials, lobbyists, congressmen, etc.. He con-
trolled KMS-SSF activities and allocation of funds along with

. input from Patrick Long. I had no knowledge or influence what-
soever on the administration of KMS-SSF matters, including
contributions. In fact, I never knew what they were doing!

Finally, I have searched my memory diligently as to the timing
of the director fee increase and the request for contribution
to KMS-SSF. The latter may have arisen at the same meeting an
increase in compensation was granted; if so, the request
occurred after the fee increase was voted. In all candor, I
do not believe personally the fee increase was iitituted by

Long to motivate directors to contribute to KMS-SSF. In my
mind, the compensation increase was a separate and distinct
issue; it stood on its own merit and was granted solely on
recognition of director service to the company! Otherwise,
I would not have agreed to the request for contribution.
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It is my fervent hope the above information is of value

to your difficult investigation. I have endeavored to

cooperate in every way; moreover, I continue to stand tall

on this entire issue for I have absolutely nothing to hidel

I did not knowingly or wilfully violate any law.

My words are supplied under oath.

Sincerely,

James C. Bard
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BEFORE THE F3DE3AL ELECTION COKKm ;Ij>

In. the Matter of ) I 2

KMS Fusion, Inc., et al. ) JIUR 3966

GEEALCUNE' -EPR SENSITIVE
I. BACKGROUND

The Commission previously found reason to believe that KMS

Fusion, Inc. ("KMS"), the KMS Fusion Political Action Fund and its

treasurer ("KNS-SSF") and ten individual directors of KMS each

knowingly and wilfully violated 2 U.S.C. 55 441b and 441f. The

basis for the Commission's finding arose from a Department of

Defense ("DOD") referral which showed that KMS had apparently

reimbursed its directors for their contributions to the KNS-SSF

and possibly even for their contributions to certain Federal

candidates. In addition, since the available information shoved

that EMS was a government contractor during the time in question,

the Commission found reason to believe that INS also knowingly and

wilfully violated 2 U.S.C. S 441c. In furtherance of the

investigation in this matter, the Commission issued subpoenas to

the various Respondents. Responses have been received.

Attachments A-J.

II. DISCUSSION

At the time of the Commission's reason-to-believe findings,

the referral materials included a memorandum dated July 5, 1988,

calling for an increase in the KMS directors' fees of $250 per

month, effective April 1, 1988. Also included were memoranda from

various KMS directors authorizing a $250 deduction to the KMS-SSF

....... ................... . .... J:: .. ... . • ... ... ....... • r • • • ' ' .' ?
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from their director's fee checks. Each of these memoranda were

also dated in July 1988.

Counsel for KMS does not deny that the directors' fees were

increased in 1988 nor does he deny that the various individuals in

this matter authorized a deduction to the KMS-SSF. In fact,

counsel included a copy of the minutes of the KMS Board meeting

for May 25, 1988 showing that the increase in question occurred.

Attachment A at 17-20. KMS also does not deny that it was a

government contractor during the time period in question. KNS,

however, flatly denies that the increase in directors' fees was

for the purpose of reimbursing the directors for their

contributions to the KNS-SSF.

, In support of his assertion, counsel explains that the

CJincrease in directors' fees at issue here was based upon the

'C belief among the members of the Board that the Directors'

compensation was not commnsurate with the Board smembers' duties

and responsibilities and lagged behind that of many other

similarly situated corporations." Attachment A at 4. Counsel

_further explains that KNS directors have received a fee for their

service since the company's inception and that the increase in

1988 was not the first time directors' fees were increased. In

1978, for example, the directors' fees were $6,000. In September

1. For purposes of clarification, counsel explains that the
directors in this matter actually received their fees from INS
Industries, Inc. According to counsel, KMS Fusion, Inc., is a
wholly owned subsidiary of INS Industries, Inc., which was formed
and incorporated in 1971. Counsel explains that while directors
of KMS Industries receive a fee for their services, the directors
at other wholly owned subsidiaries, including INS Fusion, have
never received a fee.
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1985, the fees were increased to $9,000. Currently, the annual

directors' fees at KMS are $12,000, as reflected the last increase

in 1988.2

In addition, counsel argues that the $3,000 fee increase in

1988 is more than the amount contributed to the KMS-SSF by each

director, which was $1,000 annually or $250 on a quarterly basis.

Counsel also notes that the directors, as a group, did not even

begin making their $250 contributions until October 1988, some

five months after the retroactive date of the increase. 3 Counsel

explains that it was not until July 1988 that KMS instituted a

procedure that allowed directors to authorize deductions from

their quarterly fee payments; prior to this time, directors could

- only authorize one deduction per year. Thus, counsel argues the

C directors' quarterly contributions of $250 show that they took

'C advantage of this new procedure for deductions and that "there was

" no relationship in timing or amount between each . . . $250

contribution to the [KMS-SSF] . . • and the Nay 1988 increase i"

directors' fees. Attachment A at 8-9.

2. The minutes of the May 25, 1988 Board meeting, however, do

not reflect any purpose for increasing the directors' fees,

although the minutes from the September 11, 1985 Board meeting,

which was when the Directors' fees were increased from $6,000 to

$9,000, do show that the purpose for that increase was "to more

accurately reflect the time and effort required by Directors."

3. Although counsel does not explain why the increase in

directors' fees was made retroactive to April 1, 1988, it would

appear to coincide with the beginning of the second quarterly

director's fee for the calendar year.
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Counsel further notes even before the increase in fees, KMS

directors regularly contributed to the KMS-SSF. For example,

counsel notes that in 1986, various directors, including

Messrs. Long, Bard, Carrane, Liddy and Stafford, each contributed

$1,000 to the KMS-SSF. Moreover, the directors each made their

1986 contributions through a payroll deduction memorandum 3uch

like their July 1988 memoranda which authorized the $250

deductions at issue here. Attachment A at 29-35.

For their part, eight of the ten individual Respondents

submitted signed affidavits acknowledging that they contributed to

the KMS-SSF, but flatly denying that they were reimbursed for

their contributions. 4 Two of these individuals, Messrs. Holcomb

and Musinski, each stated that they were employees of KMS and not

~directors, but nonetheless denied that their "personal

, contributions to the VIS-SSF related in any way to any

compensation increases I may have received as an employee of KMS ?

Fusion." Attachments H (affidavit of Mr. Musinski) and I

(affidavit of Mr. Holcomb).5

4. These individuals are all represented by the same counsel
who represents KMS and KMS-SSF.

5. KMS also acknowledges that Messrs. Musinski and Holcomb were
not directors, but rather employees who contributed to the
KMS-SSF. The available evidence shows that Mr. Musinski was
employed by KMS from November 3, 1975 until June 1991. He first
held the position of research scientist and later the position of
senior technical manager. Mr. Holcomb was employed by KMS between
November 15, 1983 and May 1992. Initially, he held the position
of Controller and later that of Vice President.

In addition, although it is unclear whether Messrs. Holcomb
and Musinski were solicited to make their contributions to the
KMS-SSF, their responses show that they were shareholders of
KMS Industries. As such, KMS would not be subject to the
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The six other individuals who submitted affidavits,

Messrs. Long, Liddy, Staf ford, Ligon, Lautenbach and Fry, each

acknowledged that they were directors at KMS and that they

received fees for their services, but that "[a~t no time did

[theyJ make any contribution to the [KMS-SSFJ with the

understanding, explicit or implicit, that such contribution would

be reimbursed by KMS." Attachments B (affidavit of Mr. Ligon),

C (affidavit of Mr. Liddy), D (affidavit of Mr. Stafford),

E (affidavit of Mr. Fry), F (affidavit of Mr. Long) and

G (affidavit of Mr. Lautenbach). In addition, with the exception

of Mr. Fry, who was not a Board member in 1988 at the time of the

increase, these Respondents each state that:

[their] recollection [of the May 25, 1988 Board meeting]
is that that the Board's decision to increase the

CNDirector's fee was based upon its belief that KMS
Directors' fees lagged behind those of similarly

'0situated corporations and should be increased. At no

time during the May 25, 1988 meeting, nor at any other

r. - time, was there any discussion or consideration by the

: . Board, or between any individual Director or Directors

and me, concerning any relationship between the increase
- in Directors' fees and Directors' contributions to the

[KMS-SSFJ.

Attachments B (affidavit of Mr. Ligon), C (affidavit of

Mr. Liddy), D (affidavit of Mr. Stafford), F (affidavit of

Mr. Long) and G (affidavit of Mr. Lautenbach).

(Footnote 5 continued from previous page)
solicitation limitations for employees set forth in the

Commission's regulations. 11 C.F.R. $S 114.4 and 114.6.
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The ninth individual, James Bard, also acknowledges that he

was a KMS director and that he contributed to the KMS-SSF. He too

denies that he "received any cash compensation" for his

contributions and specifically notes that he did not "authorize

[hisi name to be used to make a contribution in the name of

another." Attachment 3 at 1. Mr. Bard further explains that he

was present during the May 25, 1988 meeting when the fee increase

occurred and he recalls that it "was not only warranted in terms

of time allocation and hard work but also consistent with fees

paid by other comparable publicly owned companies." Id. at 4.

A review of the Board's minutes for the May 25, 1988 meeting, a

copy of which was provided in KMS' response, shows that Mr. Bard

was present and that he seconded the motion to increase the fees.

~Attachment A at 17-20.

~The tenth individual, Robert Carrane, is currently

incarcerated in a Federal prison in Terre Haute, Indiana.
6

Counsel for Mr. Carrane acknowledged that his client received the

r Commission's subpoena and requested an extension to respond to the

,. subpoena "until sometime after [Mr. Carrane] is able to contact

[him] by telephone." Attachment A at 47. Counsel noted that he

was having difficulty speaking directly with his client, but that

once he did he would contact this Office. To date, however,

6. Mr. Carrane was indicted on and pled guilty to various
charges of bank and mail fraud. United States v. Robert A.

Carrane, CR 92-20041 (C.D. Iii. 1992); United States v. Robert A.

Carrane, CR 92-00989 (N.D. Ill. 1992); and United States v. Robert
A. Carrane, CR 93-00330 (N.D. Ill. 1993).
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counsel has not contacted this Office with regard to Mr. Carrane.7

We know, however, that Mr. Carrane was a director at KMB from at

least January 1, 1988, until he resigned in March 1992. We also

know that he contributed to the KMS-SSF.

Although counsel's comparison of the amount of the increase

to the amount of the directors' contributions and the timing of

the increase to the timing of the contributions is not conclusive,

the evidence in this matter would suggest that the directors were

not reimbursed. In fact, there is no evidence that the directors

actually were reimbursed. Indeed, eight of the individual

Respondents, including the two Respondents who were not directors

but employees, have flatly denied that they were reimbursed for

their contributions to the KMS-SSF or to any Federal candidates.

Furthermore, five of these Respondents as well as Mr. Bard, who

also denied being reimbursed but whose statement was not made

under oath, have each acknowledged that they were present at the

May 25, 1988 Board meeting and that they do not recall any

discussion of using the increase in Directors' fees as a means of

contribution reimbursement.

Based upon the information received, including the denials

made by the individual directors, this Office does not believe

that any further investigation is warranted. In addition, we also

note that KMS, according to counsel, has lost its government

contract and currently employs only three people. In addition

7. Mr. Carrane is represented by the same counsel representing
KMS, KMS-SSF and the eight individual respondents who submitted
affidavits in this matter.



KMS-SSF has requested to terminate. Based upon the above

considerations, we recommaend that the Commitssion take no further

action and close the file in this matter.

I II. RZCOIlKZNDA2IOUSS

1. Take no further action and close the file as to all

Respondents.

2. Approve the appropriate letters.

Lavrence N. Noble
General Counsel

Date ( /
BY:'. en -

Associate General Counsel

Attachments
A. Response
B Response
C. Response
D. Response
S. Response
F. Response
G. Response
H. Response
I. Response
3. Response

of RES
of Mr.
of Mr.
of Mr.
of Mr.
of Mr.
of Mr.
of Mr.
of Mr.
of Mr.

and KMS-SSF
Ligon
Liddy
Stafford
Fry
Long
Lautenbach
Mus insk i
Holcornb
Bard

Staff Assigned: Craig D. Reffner
Eric S. Brown



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

KMS Fusion, Inc., et al.
MqUR 3966

AMENtDED CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session on

November 15, 1994, do hereby certify that the Commission

decided by a vote of 5-0 to direct the Office of General

Counsel to prepare no probable cause to believe briefs

in MU 3966.

Comissioners Aikens, Elliott, McDonald, Potter,

and Thomas voted affimtively for the decision;

Commissioner McGarry was not present.

Attest:

&9X#W~d J
(JMarjori e W. Emmons

Secretary of the Commission
Date
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December 7, 1994

James C. Bard
7454 N. Desert Tree Drive
Tucson, Arizona 85704

RE: NUR 3966

Dear Mr. Bard:

Based on information ascertained in the normal course of

carrying out its supervisory responsibilities, on Nay 10, 1994,

(I the Federal Election Commission found reason to believe that you

knowingly and willfully violated 2 O.S.C. SS 441b(a) and 441f,

~and instituted an investigation in this matter.

~After considering all the evidence available to the

T, Commission, the Office of the General Counsel is prepared to

recommend that the Commission find no probable cause to believe

C that a violation 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 vith 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 vhich 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

five days prior to the due date, and good cause must be

demonstrated. In addition, the Office of the General Counsel

ordinarily will not give extensions beyond 20 days.

A finding of probable cause to believe requires that the

Office of the General Counsel attempt for a period of not less

than 30, but not more than 90 days, to settle this matter

through a conciliation agreement.



James C. BardFag. 2

Should you have any questions, please contact
Craig D. Retfner, the attorney assigned to this matter, at
(202) 219-3690.

Sincerely,

Lawrence N. Noble -j
General Counsel

t ) Enclosure
Brief



BEFORE ?E FEDERAL ELECTION CONNIISSION

In the Matter of )
) MUR 3966

James Bard )

GENRA COUNSEL' S BRIEF

I. STATEMENT OF THE CASE

The Commission previously found reason to believe that James

Bard, a director at KMS Industries, Inc. ("KMS"), knowingly and

willfully violated 2 U.S.C. SS 441b and 441f. The basis for the

Commission's finding arose from materials provided by the

Department of Defense ("DOD") which showed that KMS apparently

r reimbursed its directors, including Mr. Bard, for their

C contributions to the KMS Fusion, Inc., Political Action Fund

('KMS-SSF").

C II. DISCUSSION

~Pursuant to Section 441f of the Federal Election Campaign

Act of 1971, as amended (the "Act"), "[njo person shall make a

.T contribution in the name of another or knowingly permit his name

C to be used to effect such a contribution, and no person shall

t knowingly accept a contribution made by one person in the name of

another person." Under Section 441b of the Act, corporations are

prohibited from making contributions or expenditures from their

general treasury funds in connection with Federal elect ,r.

Furthermore, no officer or director of a corporation may consent

to any contribution or expenditure by the corporation. 2 U.S.c.

S 441b(a).

At the time of the Commission's reason-to-believe findings,

the DOD materials ir'cluded an internal KMS memorandum dated July
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5, 1988, calling for an increase in directors' tees of $250 per

month, effective April 1, 1988. Also included were other

memoranda from various KMS directors, including Mr. Bard,

authorizing a $250 deduction to the KNS-SSF from their director's

fee checks. These memoranda were all dated in July 1988.

Mr. Bard submitted a statement acknowledging that he

contributed to the KMS-SSF, but flatly denying that he "received

any cash compensation" for his contributions. He specifically

states that he did not "authorize [hisi name to be used to make a

contribution in the name of another." In addition, the evidence

gathered during the investigation in this matter shows that KMS

directors have received increases in their fees in the past and

that these increases were "based upon the belief among the members

of the Board that the Directors' compensation was not commensurate

with the Board members' duties and responsibilities and lagged

behind that of many other similarly situated corporations."

Indeed, a copy of the minutes from a September 1985 KMS Board

meeting show that the KMS directors received a fee increase of

$6,000 to $9,000 for this very purpose. Similarly, a copy of the

minutes from the May 25, 1988 Board shows the directors receiving

the increase in fees from $9,000 to $12,000 at issue here and, in

his response, Mr. Bard explains that he was present durn,! thit

meeting and he recalls that the increase "was not only warranted

in terms of time allocation and hard work but also consistent with

fees paid by other comparable publicly owned companies." A review

of the minutes from the May 25, 1988 Board meeting shows that Mr.

Bard was present and that he seconded the motion to increase the

if)

C\J

to

i

i!



fees. i

In short, the evidence in this matter would suggest that

Mr. Bard was not reiabursed. In fact, the investigation in this

matter has not produced any evidence which shows that he actually

was reimbursed.

Accordingly, the General Counsel is prepared to recommend

that the Commaission find no probable cause to believe that James

Bard knowingly and wilfully violated 2 U.S.C. SS 441b and 441f.

I II. GENERAL COUNSEL'S RECORRENDATION

'0Find no probable cause to believe that James Bard knowingly
and willfully violated 2 U.S.C. SS 441b and 441f.

'0 Gnral Counsel
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December 7, 1994

Timothy Sullivan, Esq.
Dykema Goss@tt
Franklin Square
Suite 300 West
1300 1 Street, N.W.
Washington, D.C. 20005-3306

RE: MUR 3966
KMS Fusion, Inc.
KMS Fusion, Inc., Political Action Fund

and Terence Liddy, as treasurer

N Donald Musinski
Robert Carrane

C Ned Lautenbach
Patrick Long

" Terence Liddy
. Charles Ligon

Thomas Stafford
C Raymond Halcomb

Richard Fry

, Dear Mr. Sullivan:

- Based on information ascertained in the normal course of

carrying out its supervisory responsibilities, on Ray 10, 
1994,

¢i the Federal Election Commission found reason to believe that

each of your clients identified above knovingly and villfully

~violated 2 U.S.C. SS 441b and 441f. In addition, on this same

~date, the Commission found reason to believe that your client,

KNS Fusion, Inc., also violated 2 U.S.C. S 441c. The Commission

then instituted an investigation in this matter.

After considering all the evidence available to the

Commission, the Office of the General Counsel is prepared to

recommend that the Commission find noprobable cause to believe

that any violations have 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
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Timothy Sullivan, Esq.
Page 2

and any brief which you may submit will be considered by the

Commuission 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

five days prior to the due date, and good cause must be
demonstrated. In addition, the Office of the General Counsel

ordinarily will not give extensions beyond 20 days.

A finding of probable cause to believe requires that the

Office of the General Counsel attempt for a period of not less

than 30, but not more than 90 days, to settle this matter

through a conciliation agreement.

: Should you have any questions, please contact

Craig D. Reffner, the attorney assigned to this matter, at

(202) 219-3690.

Sincerely,

General Counsel

. Enclosure
Brief



BEFORE TEE FEDERAL 3LECTIOI COISISOI

In the Matter of )
) HSUR 3966

KMS Fusion, Inc.)
KNS Fusion, Inc., Political )
Action Fund and )

Terence Liddy, as treasurer )

Donald Musinski )

Robert Carrane )
Ned Lautenbach)
Patrick Long )
Charles Ligon )

Thomas Staf ford )
Raymond Halcoab)
Terence Liddy)
Richard Fry)

GENERAL COUNSEL'S BRIEF

C I. STATENEN? OF THE CASE

~The Commission previously found reason to believe that INS

" Fusion, Inc. (1KNS"), the KNS Fusion Political Action Fund and its

treasurer ('RNS-SSF') and the nine individual INS directors,

identified above, each knowingly and wilfully violated 
2 U.s.c.

:- S$ 441b and 44lf. The basis for the Commission's finding arose

Cfrom materials provided by the Department of Defense 
("DODt) which

~showed that INS apparently reimbursed its directors 
for their

~contributions to the KNS-SSF. In addition, since the available

information shoved that INS was a government contractor 
during the

time in question, the Commission found reason to believe that KMS

knowingly and wilfully violated 2 U.S.C. $ 441c.

II. DISCUSSION

Pursuant to Section 441f of the Federal Election Campaign

Act of 1971, as amended (the "Act"), "[nio person shall make a

contribution in the name of another or knowingly permit his name
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to be used to effect such a contribution, and no 
person shall

knowingly accept a contribution made by 
one person in the name of

another person."

Under Section 441b of the Act, corporations 
are prohibited

from making contributions or expenditures 
from their general

treasury funds in connection with Federal elections. Furthermore,

no officer or director of a corporation 
may consent to any

contribution or expenditure by the corporation. 
2 U.S.C.

S 441b(a).

The Act also prohibits any person who enters 
into a contract

C:) with the United States or any department or agency thereof from

:. making any contribution of money or other things of value, 
or to

. promise expressly or impliedly to make any such 
contribution to

~any political party, committee, or candidate for 
public office or

~to any person for any political purpose or use; 
or knowingly to

solicit any such contribution from any 
person for any such person

for any such purpose during any such period. 
2 U.S.C. S 441c.

if This prohibition applies to any contract 
for either the rendition

L~of personal services or the furnishing of any material, supplies,

or equipment to the United States or any 
department or agency

thereof or for the selling of any land or 
building to the United

States or any department or agency thereof, if payment F, , the

performance of such contract or payment for such material,

supplies, equipment, land, or building is to be made in whole or

in part from funds appropriated by the Congress. In addition,

this prohibition applies at any time between the commencement of

negotiations for and the later of (A) the completion of



performance under; or (B) the termination of negotiations for such

contract or furnishings of material, supplies, equipment, land, or

buildings.

At the time of the Commission's reason-to-believe findings,

the DQD materials included an internal KMS memorandum 
dated

July 5, 1988, calling for an increase in directors' fees of $250

per month, effective April 1, 1988. Also included were other

memoranda from various KMS directors authorizing 
a $250 deduction

to the KMS-SSF from their director's fee checks. These memoranda

were all dated in July 1988.

Respondents do not deny that the directors' fees 
were

_ increased in 1988 nor do they deny that the various 
individuals in

~this matter authorized a deduction to the KNS-SSF. In fact, they

4 produced a copy of the minutes from the Nay 25, 1988 KMS Board

~meeting showing the fee increase from $9,000 to $12,000 
per year

or $250 per month. Respondents also do not deny that KNS was a

government contractor during the time period in 
question.

However, Respondents flatly deny that the increase 
in directors'

fees was for the purpose of reimbursing the directors for their

contributions to the RNS-SSF.

In support of this assertion, Respondents explain 
that the

increase in directors' fees at issue here was "based up-'n the

belief among the members of the Board that the Directors'

compensation was not commensurate with the Board 
members' duties

and responsibilities and lagged behind that of many 
other

similarly situated corporations." They further explain that KMS

directors have received a fee for their service since the



company's inception and that the increase in 1988 
was not the

first time directors' fees were increased. in 1978, for example,

the directors' fees were $6,000. In September 1985, the fees were

increased to $9,000. Currently, the annual directors' fees at EMS

are $12,000. as reflected the last increase in 1988.1

In addition, Respondents argue that the 
$3,000 fee increase

in 1988 is more than the amount contributed to 
the EMS-SSF by each

director, which was $1,000 annually or 
$250 on a quarterly basis.

Counsel also notes that the directors, as a group, 
did not even

begin making their $250 contributions until 
October 1988, some

five months after the retroactive date 
of the increase.

Respondents explain that it was not until July 1988 that KMS

- instituted a procedure that allowed directors 
to authorize

C deductions from their quarterly fee payments; 
prior to this time,

~directors could only authorize one deduction 
per year. Thus,

Respondents argue that the directors' 
quarterly contributions of

$250 show that they took advantage of this 
nev procedure for

deductions and that "there was no relationship 
in timing or amount

~between each . • • $250 contribution to the [KMS-SSF] . • • and

the May 1988 increase in" directors' fees.

Respondents further note that even before 
the increase in

fees, KMS directors regularly contributed 
to the KMS-SSF. Fr,

example, in 1986, various directors, including Messrs. Long,

1. We note that the minutes of the May 25, 1988 Board meeting

do not reflect any purpose for increasing the directors' fees,

although the minutes from the September 
11, 1985 Board meeting,

which was when the Directors' fees were increased from $6,000 to

$9,000, do show that the purpose for that increase was "to more

accurately reflect the time and effort required by Directors."
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Carrane, Liddy and Stafford, each contributed $1,000 to the

KMB-SSF. Moreover, the directors each made their 1986

contributions through a payroll deduction memorandum much like

their July 1988 memoranda which authorized the $250 deductions at

issue here.

In addition, eight KMS directors submitted signed affidavits

acknowledging that they contributed to the KMS-SSF, but flatly

denying that they were reimbursed for their contributions. Two of

these individuals, Messrs. Holcomb and Musinski, each stated that

they were employees of KMS and not directors, but nonetheless

r )
4. denied that their "personal contributions to the KMS-SSF related

• .t> in any way to any compensation increases I may have received as an

~employee of KMS Fusion." The other six individuals, Mlessrs. Long,

C Liddy, Staf ford, Ligon, Lautenbach and Fry, acknowledged that they

w0 ere directors at KMlS and that they received fees for their

services, but maintained that "[a~t no time did [theyl make any

contribution to the [KMS-SSF] with the understanding, explicit or

implicit, that such contribution would be reimbursed by IMS."

~In short, although the comparison of the amount of the

increase to the amount of the directors contributions and the

timing of the increase is not conclusive, the evidence in this

matter would suggest that the directors were not reimbu,',"01. T'i

fact, the investigation in this matter has not produced any

evidence which shows that any of the KMS directors actually were

reimbursed. Rather, eight of the individual directors hav~e

produced signed affidavits flatly denying that they were

reimbursed for their contributions to the KMS-SSF.
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Accordingly, the General Counsel is prepared to recommend

that the Commission find no probable cause to believe that KMS

Fusion, Inc., knowingly and willfully violated 2 U.s.c.

55 44lb, 441f and 441c; that the KMS Fusion, Inc., Political

Action Fund and Terence Liddy, as treasurer, knowingly and

willfully violated 2 U.S.C. 55 441b and 441f; and that Donald

Musiniki, Robert Carrane, Ned Lautenbach, Patrick Long, Charles

Ligon, Thomas Stafford, Raymond Halcomb, Terence Liddy and Richard

Fry knowingly and wilfully violated 2 U.S.C. 55 441b and 441f.

V III. GENERAL COUNSEL' SRECONRENDATIONS

- 1. Find no probable cause to believe that KNS Fusion, Inc.,
knowingly and villfully violated 2 U.S.C. 55 441b,

~441f and 44lc.

2. Find no probable cause to believe that the KNS Fusion,
'CInc., Political Action Fund and Terence Liddy, as

treasurer, knowingly and willfully violated 2 U.S.C.
55 441b and 441f.

3. Find no probable cause to believe that Donald Musinski,
€ Robert Carrane, Ned Lautenbach, Patrick Long, Charles

Ligon, Thomas Stafford, Raymond lalcomb, Terence Liddy
Lr) and Richard Fry knowingly and willfully violated

2 U.S.C. 55 441b and 441f.

General Counsel
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December 22, 1994

izajnauR Dm

Secret ary
Federal Election Conmuission
Washington, D.C. 20463

Lt.
RE : MUR 3966

KMS Fusion, Inc.
MS Fusion, Inc., Political Action Fund and

0',, Terence Liddy as Treasurer

Donald Musinski
r Robert Carrane

(C% Ned Lautenbach
Patrick Long

"0 Terence Liddy
Charles Ligon

> Thomas Stafford
. Raymond Ha lcotub

Richard Fry

Dear Sir:
LI)

., On behalf of the above clients, we are writing to

express our full agreement with the conclusions reached in the

General Counsel's Brief dated December 7, 1994. Accordingly,

we request that the Conwmission adopt the reconunendation set

forth in the Brief.

Thank you for your cooperation.

Respectfully submitted

DYKEMA GOSSETT

Timothy Sullivan
L.'Z -
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BEFORE THE FEDERAL ELECTION COMMISSION

)
KMS Fusion, Inc., et al. ) MUR 3966 SENSITIVE

GENERAL COUNSEL *S REPORT

I. BACKGROUND

The Commission previously found reason to believe that KMS

Fusion, Inc. ("KMS"), the KMS Fusion Political Action Fund and its

treasurer ("KMS-SSF") and ten individual directors of KMS each

knowingly and wilfully violated 2 U.S.C. SS 441b and 441f. The

basis for the Commission's finding arose from a Department of

'C Defense ("DOD") referral which showed that KMS had apparently

reimbursed its directors for their contributions to the KMS-SSF

and possibly even for their contributions to certain Federal

candidates through an increase in the directors' fees. In

O addition, since the available information showed that KMS was a

; government contractor during the time in question, the Commission

~found reason to believe that KMS also knowingly and wilfully

violated 2 U.S.C. S 441c.

II. DISCUSSION

After reviewing the various responses to the Commission's

subpoenas, this Office recommended that the Commission take no

further action against all the Respondents. However, on November

15, 1994, the Commissi n rejected this recommendation and directed

this Office to send briefs to the Respondents notifying them that

the General Counsel was prepared to recommend that the Commission

find no probable cause to believe that any violations occurred.

This Office prepared these briefs and mailed them to the
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Respondents on December 7, 1994. Counsel for KMS, KNS-SSF and

nine of the individual respondents submitted a response stating

that he concurred with the General Counsel's recommendation.

Attachment. In a telephone conversation with staff of this

Office, the tenth director stated that he would not be submitting

a brief because he too concurred with the General Counsel's

recommendation.

As noted in the General Counsel's Briefs, incorporated

herein by reference, the investigation in this matter has failed

to produce any evidence establishing that the various directors

r-. actually were reimbursed. Indeed, all of the evidence adduced

suggests that KNS did not reimburse the individual respondents for

their contributions and that the increase in directors' fees

resulted from wholly unrelated considerations. See General

~Counsel's Brief to KMS, et al., at 3-6 and General Counsel's Brief

> to James Bard at 2-3. See also General Counsel's Report signed

November 7, 1994 at 2-8 with accompanying attachments.

C In light of the inlormation adduced during the

investigation, this Office recommends that the Commission find no

probable cause to believe that KMS Fusion, Inc., knowingly and

willfully violated 2 U.S.C. ss 441b, 441f and 441c; that the KMS

Fusion, Inc., Political Action Fund and Terence Liddy, as

treasurer, knowingly and willfully violated 2 U.S.C. SS 441b and

441f; and that Donald Musinski, Robert Carrane, Ned Lautenbach,

Patrick Long, Charles Ligon, Thomas Stafford, Raymond Holcomb,

Terence Liddy, James Bard and Richard Fry knowingly and wilfully

violated 2 U.S.C. SS 441b and 441f.
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III. RZCORKNDTIOKS

1. Find no probable cause to believe that KMS Fusion, Inc.,
knowingly and willfully violated 2 U.S.C. SS 441b,
441f and 441c. :

2. Find no probable cause to believe that the KMS Fusion,
Inc., Political Action Fund and Terence Liddy, as
treasurer, knowingly and willfully violated 2 U.S.C.
SS 441b and 441f.

3. Find no probable cause to believe that Donald Musiniski,
Robert Carrane, Ned Lautenbach, Patrick Long, Charles
Ligon, Thomas Stafford, Raymond Holcomb, Terence Liddy,
James Bard and Richard Fry knowingly and willfully
violated 2 U.S.C. $$ 441b and 441f.

4. Close the file as to all Respondents and approve the
cD appropriate letters.

'CGeneral Counsel !

Attachments
r Response to General Counsel's Brief

'- , Staff Assigned: Craig D. Reffner
Eric S. Brown



BEFORE TUE FEDERAL ELECI'ION COMMISSION

In the Matter of

KMS Fusion, Inc., et al.
) RPUE 3966

)

CERTI FICATION

I, Marjorie V. Eamons, Secretary of the Federal Election

COmmission, do hereby certify that on January 19, 1995, the

Commission decided by a vote of 6-0 to take the following

actions in NUN 3966:

1. Find no probable cause to believe that MFusion, Inc., knowingly and willfully
violated 2 U.S.C. SS 441b, 441f and 441c.

2. Find no probable cause to believe that the
EMqS Fusion, Inc., Political Action Fund and
Terence Liddy, as treasurer, knowingly and
willfully violated 2 U.S.C. SS 441b and
441f.

( continued )



Federal Kiection Commission
Certification for NUR 3966
January 19, 1995

Page 2

3. Find no probable cause to believe that DonaldNusinaki, Robert Carrane, Ned Lautenbach,
Patrick Long, Charles Ligon, Thomas Stafford,
Raymond Bolcoub, Terence Liddy, James Bard
and Richard Fry knowingly and willfully
violated 2 U.S.C. SS 441b and 441f.

4. Close the file as to all Respondents and
approve the appropriate letters, as
recommended in the General Counsel's Report
dated January 3, 1995.

Commissioners Aikens, Elliott, McDonald, NcGrry, Potter,

and Thomas voted affirmatively for the decision.

Attest:

-arorie V. 3mmons
Secr4 ary of the Comsission

Received in the Secretariat: Fri., Jan. 13, 1995 10:19 a.m.Circulated to the Commission: Fri., Jan. 13, 1995 12:00 p.m.
Deadline for vote: Thurs., Jan. 19, 1995 4:00 p.m.

bj r



FEDERAL ELECTION COMMISSION

WASHINGTON. O C 20416J

February 1, 1995

William 3. Sharkey
Assistant Director, Operations
Defense Contract Audit Agency
Cameron Station
Alexandria, VA 22304-6178

RE: HUR 3966

Dear Er. Sharkey:

This is in reference to the matter involving 
EMS Fusion,

Inc., which your office referred to the 
Federal Election

-- Commissionl on April 16, 1993.

.... On January 19, 1995, the Commission made 
several

, determinations in this matter. The Commission found that there

was no probable cause to believe that 
INqS Fusion, Inc., knowingly

~and willfully violated 2 U.S.C. SS 441b, 441f, and 441cp no

probable cause to believe that KNS Fusion, 
Inc., Political Action

~Fund and Terence Liddy, as treasurer knowingly 
and willfully

violated 2 U.S.C. SS 441b and 441f; and 
no probable cause to

believe that Donald Eusinski, Robert 
Carrane, Ned Lautenbach,

. Patrick Long, Charles Ligon, Thomas Stafford, 
Raymnd lolcoub,

~Terence Liddy, James Bard, and Richard 
Pry knowingly and willfully

- violated 2 u.S.C. SS 441b and 441f. These determinations were

based on responses to the Commission's 
discovery requests and

briefs prepared by this Office.

' We appreciate your cooperation in helping the Commission meet

~its enforcement responsibilities under the 
Act. If you have any

questions, please contact Craig D. Reffner, 
the attorney assigned

to this matter, at (202) 219-3400.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel



~FEDERAL ELECTION COMMISSION
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February 1, 1995

James Bard
7454 N. Desert Tree Drive
Tucson, AZ 65704

RE: MlUR 3966
James Bard

Dear Mr. Bard:
This is to advise you that on January 19, 1995, the FederalE lection Commission found that there is no probable cause tobelieve that you knowingly and willfully violated 2 U.s.C. SS 441b~and 441f. Accordingly, the file in this matter has been closed.

• The file will be made part of the public record within30 days. Should you wish to submit any factual or legal smterialsto appear on the public record, please do so within ten days.~Such materials should be sent to the Office of the General
Counsel.

CN If you have any questions, please contact Craig D. 3effner,the attorney assigned to this matter, at (202) 219-3400.

Sincerely,

Jnce 1N. Nobl~General Counsel



( FEDERAL ELECTION COMMISSION
WASHINGTON. C. 20463

Pebruwy 1, 1995

Timothy Sullivan, Esq.
Dykema Gossett
Franklin Square
Suite 300 West
1300 I Street, N.W.
Washington, DC 20005-3306

RE: MUR 3966
KMS Fusion, Inc.
KMS Fusion, Inc., Political

~Action Fund and
Terence Liddy, as treasurer
Donald Musinshi
Robert Carrane
Ned Lautenbach
Patrick Long
Terence Liddy

~Charles Ligon
Thomas Stafford

~4)Raymond Holcoab
Richard Fry

=: Dear Mr. Sullivan:

C This is to advise you that on January 19, 1995, the Federal
Election Commission found that there is no probable cause to

t believe that KMS Fusion, Inc., knowingly and villfully violated
~2 U.S.C. SS 441b, 441f, and 441c; no probable cause to believe

that the KMS Fusion, Inc., Political Action Fund and Terence
Liddy, as treasurer, knowingly and willfully violated 2 U.S.C.
SS 441b and 441f; and no probable cause to believe that Donald
Musinski, Robert Carrane, Ned Lautenbach, Patrick Long, Charles
Ligon, Thomas Stafford, Raymond Holcomb, Terence Liddy, and
Richard Fry knowingly and willfully violated 2 U.S.C. SS 441b arnd
44lf. Accordingly, the file in this matter has been closed as it
pertains to your clients.

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. Such
materials should be sent to the Office of the General Counsel.
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If you have any questions, please contact Craig D. Reffner,
the attorney assigned to this matter, at (202) 219-3400.

SicrelyM Nbl

General Counsel
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