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June 24, 1994 Pre-muk 3o/

Lawrence Noble, Esquire
Office of the General Counsel
Pederal Election Commission
999 E Street, N. W.
Washington, D. C. 20463

Dear Mr. Noble:

Attached is a letter dated June 22, 1994, sent by C. B.
Haines, Jr., our Director of Material Management to our
Connecticut suppliers. Also attached is Mr. Haines' letter of
this date rescinding his previous communication. At this time we
have not received any contributions and any that are received will
be returned forthwith, as stated.

Sincerely,

Merle J.Zth Jr. g

Division COunsel




Attention: Chief Executive Officer
To Our Connecticut Suppliers:

General Dynamics, Electric Boat Division considers continued nuclear submarine design and
construction vital to an assured future industrial base, including our Connecticut based
network of suppliers. Efforts to obtain release of appropriated funds for a third SEAWOLF
submarine are being actively pursued with our Washington based Congressional represen-
tatives.

As a key supporter of the SEAWOLF program, Congressman Gejdenson from the 2nd District
has been instrumental from the start in obtaining contracts for the first and second
SEAWOLF submarines. We have alt been beneficianes of his efforts. You are invited to show

your appreciation and to express continued support jor Congressman Gejdenson by attending

a fundraising reception on July 6 (5:30-7:30 p.m.) at the Groton Motor Inn, Groton, CT in
support of his reelection campaign.

Your support of Sam on July 6 with a $100 per person donation would be sincerely appre-
ciated. Should you not be able to attend, you may send your check fo:

c/o General Dynamics Corporation
Electric Boat Division

Neil D. Ruenzel

Director of Communications

75 Eastern Point Road

Groton, Connecticut 06340

See you on the 6th. Let's send Sam back to Congress.

truly yours,

CBHB825




GENERAL DYNAMICS

Electric Boat Division

75 Eastorn Foint Road, Groton, Cornecticut 06340-4969
203-433-3000

June 24, 1994

Attention: Chief Executive Officer
To Our Connecticut Suppliers:

By letter of June 22, 1994, you were invited to attend a fund-raising reception
for Sam Gejdenson on July 6, 1994 at the Groton Motor Inn in Groton, Connecticut.
You were also encouraged 10 make donations to the Gejdenson Reelection Committee
in care of General Dynamics Corporation, Electric Boat Division. We have since
been advised that we may not accept contributions on behalf of Mr. Gejdenson. We
also request that you not send any donations to the Gejdenson Reelection Committee -
in care of General Dynamics. To the extent you have already submitted donations to
us, they will be returned to you.

We apologize for any inconvenience we may have caused.

truly yours,

C. B. Haines, Jr.




27 June 1994

Lawrence Noble, Esquire
Office of the General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

w

Po. WdSTZl 62 M
1338009

Dear Mr. Noble:

This is to inform you that David W. DeBruin, Esq., of the law firm of
Jeaner & Block is authorized to represent General Dynamics

Corporation in any and all matters pending before the Federal
Election Commission.

Very truly yours,

EUUL. i

notL




FEDERAL ELECTION COMMISSION
WASHINGTON. DC 2040)

JULY 5, 1994

David W. DeBruin, Esq.
Jenner & Block

601 13th Street, NW
12th Ploor

Washington, DC 20005

RE: Pre-MUR 301

Dear Mr. DeBruin:

This is to acknowledge receipt on June 24, 1994 of the
letter from your client, General Dynamics Corporation. You will
be notified as soon as the Federal Election Commission takes
action on your client’s subamission.

If you have any questions, please contact Joan lc!norg at
4

(202) 219-3400. Por your information, we have attached a ief
description of the Commission’s procedures for handling matters
such as this.

Sincerely,

Yooy totogy

Taksar, Attorney
Central Enforcement Docket

Enclosure
Procedures




P.O. Box 608, Higganum, CT 08441-0008
Phone: 203-345- 1008 Fex: 203-348-1827

IR ALUNCN

General Counsel
Office of the General Counsel
Federal Election Commission
999 E Street, NW.

Washington, D.C. 20463

Dear Madam or Sir:

Pursuant to Section 437(g) of the Federal Election Campaign Laws (the "FEC

F Law"), the Munster for Congress - 94 campaign is filing this complaint with the Federal
| Election Commission (the "FEC™). The subject of this complaint is @ June 22, 1994
O fund raising letter written by C.B. Hainee, Jr. of General Dynamics Corp., Electric Boat

Division of Groton, Connecticut ("General Dynamics”) o0 its Connecticut suppliers.

Specifically, thera are three issues of concern which are raised by this
solicitation and which appear to be in violation of FEC Law:

ransungsol»atahonappeustohmbeenpnmwmmoyrmcsc«p
letterhead and is signed by a Ganeral Dynamics employee, it would be
reasonable to assume that some corporate expenditure occurred in the
preparation of this letter, including but not limited to the cost of the paper, labor,
computer time, photocopying and postage. You will note that the copy of the
solicitation which is enclosed was also sent in a General Dynamics envelope
and was metered (U.S. Postage Meter # 9003692) for purposes of postage,;

(2)  Coercion and an implied Quid Pro Quo. The wording of the solicitation
letter, specifically the lines "we have all been beneficiaries of his efforts. You
are invited to show your appreciation and to express your support ... by
attending a fund raising reception,” implies a "payback” for past favorable
legislative activity. Additionally, given that this letter was sent to suppliers and
vendors doing business with General Dynamics (a major defense contracting

Pad for by Munetar for Congress 94 - Jos DsiMichele, Tressurer, P.0. Box 888 Hggenum, CT 084410800



Munster for Congress - 94
Page 2

firm whose funding comes almost axclusively from the federal government), one
could argue that a certain level of arm twisting was involved due to a threat of
reduced future subcontract business.

(3) Bundling. It could be argued quite easily that by requesting contributions
be sent directly to Neil Ruenzel, Director of Communications of General
Dynamics Corp., that Messrs. Ruenzel and Haines, Jr. intended to “bundie”
these checks to increase the impact of their and/or General Dynamics’ donation,
and to circumvent and/or compiement any donation made by the corporation's
Separate Segregated Fund.

The Munster for Congress - 94 campaign has brought this issue to the attention of the
Commission because of an irreparable harm this letter has caused. A determination by
the Commission as to whether or not General Dynamics and/or C.B. Haines or Neil

Ruenzel has violated FEC Law is respectfully requested.

2

it should be noted, however, that as a resuit of the press surmounding this
incident, General Dynamics has submitied a letter to the same group of Connecticut
suppliers rescinding its offer to hold a fund raiser. In spite of that fact, we believe that
the initial act was a biatant violation of FEC Law by one or more General Dynamics
employees. Moreover, the effect of this letter, to demonsirate support for our apponent
by the management of General Dynamics, may have caused our campaign imeperable
ham.

|

In order to assist in your review of this matter we have enclosed copies of the
original solicitation letter and the envelope with which it was mailed, as well as the
follow-up letter sent by General Dynamics.

S”)436“6

Very truly yours, _
Thomas J. Diascro, Jr.
Campaign Manager

Swom to and notarized by:

@;@M
Notary Public

My Cammission Expires: 7/31/98
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GENERAL DYNAMI

Electrio Boat Division

78 Eastern Point Roed, Groton, Conneclicut
203-433-3000

June 24, 1064

Attention: Chief Executive Officer
To Owr Connacticut Suppliers:
By letter of June 22, 1984, You were invited 10 atlend a fun

bomamhadmawemaynmwmubuﬁomonwa Gejdenson. We
.abo:oqumﬁltyounoumm 10 the Gejdenson 7
in care of General Dynamics. To the you have already §
us, they wil be retumned 10 you. -

We apologize for any inconvenience we may have caused.
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GENERAL DYNAMICS

Electric Boat Division

75 Castem Poit Road. Groton, Connecticut 06340-4989
203-433-3000

June 22, 1994

Attention: Chief Executive Officer
To Our Connecticut Suppliers:

General Dynamics, Electric Boat Division considers continued nuclear submarine design and
construction vital 10 an assured futwre industrial base, including our Connecticut based
network of suppliers. Efiorts to obtain release of appropriated funds for a third SEAWOLF
Wmmmmmwmmwwdw
tatives.

As a key supporter of the SEAWOLF program, Congressman Gejdenson from the 2nd District
has been instrumental from the start in obiaining contracts for the first and second
SEAWOLF submarines. We have all been beneficiaries of his efforts. You are invited 10 show

your appreciation and 1o express continued support for Congressman Gejdenson by attending

a fundraising reception on July 6 (5:30-7:30 p.m.) at the Groton Motor inn, Groton, CT in
support of his reelection campaeign.

Your support of Sam on July 6 with a $100 per person donation would be sincerely appre-
clated. Should you not be able 10 atiend, you may send your check to:

Gejdenson Reslection Committee
c/o General Dynamics Corporation
Elocric Boat Division

Ned D. Rusnzol
Director of Communications

75 Eastemn Point Road

Groton, Connecticut 06340

See you on the 6th. Lef's send Sam back to Congress.
truly yours,

CBH825
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FEDERAL ELECTION COMMISSION

WASHINGCTON D C 20463

July 14, 1994

Thomas J. Diascro, Jr., Campaign Manager
Munster for Congress ’'94

P.0. Box 696

Higganum, CT 06441-0696

RE: MUR 4005

Dear Mr. Diascro:

Thigs letter acknowledges receipt on July 1, 1994, of
your complaint alleging possible violations of the PFederal
Election Campaign Act of 1971, as amended ("the Act"). The

respondent(s) will be notified of this complaint within five
days.

You will be notified as soon as the Federal Election
Commission takes final action on your complaint. Should you
receive any additional information in this matter, please
forward it to the Office of the General Counsel. Such
information must be sworn to in the same manner as the
original complaint. We have numbered this matter MUR 400S.
Please refer to this number in all future communications.

Por your information, we have attached a brief description of
the Commission’s procedures for handling complaints.

Sincerely,

Moy § Tukson

Mary L. Taksar, Attorney
Central Enforcement Docket

Enclosure
Procedures




FEDERAL ELECTION COMMISSION

WASHINGTON. DT 20461}

July 14, 1994

C.B. Haines, Jr., Director of Material Management
General Dynamics Corporation

Blectric Boat Division

75 Eastern Point Road
Groton, CT 06340-4989

4005

MUR

Dear Mr. Haines:

The Federal Election Commission received a complaint
which indicates that you may have violated the Federal
Election Campaign Act of 1971, as amended ("the Act"). A
copy of the complaint is enclosed. We have numbered this
matter MUR 4005. Please refer to this number in all future
correspondence.

Food

Under the Act, you have the opportunity to demonstrate
in writing that no action should be taken against you in this
matter. Please submit any factual or legal materials which
you believe are relevant to the Commission’s analysis of this
matter. Where appropriate, statements should be submitted
under oath. Your response, which should be addressed to the
General Counsel’s Office, must be submitted within 15 days of
receipt of this letter. 1If no response is received within 15
days, the Commission may take further action based on the
available information.

7 3 04366

This matter will remain confidential in accordance with
2 U.S.C. § 437g(a)(4)(B) and § 437g(a)(12)(A) unless you
notify the Commission in writing that you wish the matter to
be made public. 1If 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.

(



C.B. Haines, Jr.
General Dynamics Corporation
Page 2

If you have any questions, please contact Joan McEnery
at (202) 219-3400. For your information, we have enclosed a
brief description of the Commission’s procedures for handling
complaints.

Sincerely,

°"kyq) 3 Toboen

Mary L. Taksar, Attorney
Central Enforcement Docket

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement




FEDERAL ELECTION COMMISSION
WASHINCTON. D C 20463

July 14, 1994

Reid & Riege, P.C., Registered Agent
General Dynamics Corporation

One State Street

Hartford, CT 06103

MUR 4005
Dear Sir/Madam:

The Federal Election Commission received a complaint
which indicates that General Dynamics Corporation,
Electric Boat Division, may have violated the rederal
Election Campaign Act of 1971, as amended ("the Act®™). A
copy of the complaint is enclosed. We have numbered this

matter MUR 4005. Please refer to this number in all future
correspondence.

Under the Act, you have the opportunity to demonstrate
in writing that no action should be taken agzinst you in this
matter. Please submit any factual or legal materials which
you believe are relevant to the Commission’s analysis of this
matter. Where appropriate, statements should be submitted
under oath. Your response, which should be addressed to the
General Counsel’s Office, must be submitted within 15 days of
receipt of this letter. If no response is received within 15

days, the Commission may take further action based on the
available information.

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




Reid & Riege, P.C.
General Dynamics Corporation
Page 2

If you have any questions, please contact Joan McEnery
at (202) 219-3400. Por your information, we have enclosed a
brief description of the Commission’s procedures for handling
complaints.

Sincerely,

"““"b 3. Takxan

Mary L. Taksar, Attorney
Central Enforcement Docket

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement
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FEDERAL ELECTION COMMISSION
WASHINGION, DC 20463

July 14, 199%4

Neil Ruenzel, Director of Communications
General Dynamics Corporation

75 Eastern Point Road

Groton, CT 06340-4989

MUR 4005

Dear Mr. Ruenzel:

The rederal EBlection Commission received a complaint
which indicates that you may have violated the Federal
Election Campaign Act of 1971, as amended ("the Act"). A
copy of the complaint is enclosed. We have numbered this
matter MUR 4005. Please refer to this number in all future
correspondence.

Under the Act, you have the opportunity to demonstrate
in writing that no action should be taken against you in this
matter. Please submit any factual or legal materials which
you believe are relevant to the Commission’s analysis of this
matter. Where appropriate, statements should be subaitted
under oath. Your response, which should be addressed to the
General Counsel’'s Office, must be submitted within 15 days of
receipt of this letter. If no response is received within 15
days, the Commission may take further action based on the
available information.

This matter will remain confidential in accordance with
2 U.S.C. § 437g(a)(4)(B) and § 437g(a)(12)(A) unless you
notify the Commission in writing that you wish the matter to
be made public. 1If 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.




Neil Ruenzel
General Dynamics Corporation
Page 2

If you have any questions, please contact Joan McEnery
at (202) 219-3400. Fror your information, we have enclosed a

brief description of the Commission’s procedures for handling
complaints.

Sincerely,

W“n”b 3. Tohwon

Mary L. Taksar, Attorney
Central Enforcement Docket

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Stateament




FEDERAL ELECTION COMMISSION

WASHINGTON. D C 20463

July 14, 1994

Sam Gejdenson Re-Election Committee
Patricia Tedisco Lagrenga, Treasurer
P.0. Box 1818

Hactford, CT 06103

MUR 4005

Dear Ms. Lagrenga:

The Federal Election Commission received a complaint
which indicates that the Sam Gejdenson Re-Election Committee

Al ("Committee”) and you, as treasurer, may have violated the
S Federal Election Campaign Act of 1971, as amended ("the

; Act”). A copy of the complaint is enclosed. We have
e numbered this matter MUR 4005. Please refer to this number

in all future correspondence.

Under the Act, you have the opportunity to demonstrate
o in writing that no action should be taken against the
Committee and you, as treasurer, in this matter. Please

3 submit any factual or legal materials which you believe are

) relevant to the Commission’s analysis of this matter. Where
appropriate, statements should be submitted under oath. Your

i response, which should be addressed to the General Counsel’s

15 Office, must be submitted within 15 days of receipt of this

* letter. 1If no response is received within 15 days, the

N Commission may take further action based on the available

information.

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




Sam GQchnson Re-Blection Committee
Patricia Tedisco Lagrega, Treasurer
Page 2

If you have any questions, please contact Joan McEnery
at (202) 219-3400. Fror your information, we have enclosed a
brief description of the Commission’s procedures for handling
complaints.

Sincerely,

omony 3. Tokaon

Mary L. Taksar, Attorney
Central Enforcement Docket

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement
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nUR 4005
NARE OF COUNSEL: Judith L, Corlev
ADDRESS : Perking Coje
607 _J4th Street, NW
_Hashington, DC _20005-2Q11

TELEPHONBs(_ 202 ) _ 434-1600

The above-named individual is hereby designated as my
n counsel and is auvthorised to creceive any notifications and other

comaunications from the Commission and to act on my behalf

before the Commission.

O
¥ 2f11/2y
R~ o
C RESPONDENT’S NANE:
Te’
o ADDRESS 2416 Ravburn HOB —Sam.Gejdanson Re-Election Committee
—— Washington. DC 20515 PO Rox 1RI&
Bazrah , CT 06334
TELEPHONE: HOME( )

BUSINESS(_ 207  )_ 836-0581
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(202) 639-8066 FAX {308) 830-3828
(308) 630-0008 rax

MIAMI OFFICE

OIRECT OtAL NUMBER:
LARE FOREST OFFICE
OME WEBSTHINSTERN SLACE

ScoTT A. SINDER o
July 21 ‘ 1994 (708) 398-9200

(708 208-7010 ran

Via Pacgimile and Hand Delivery

General Counsel

Office of the General Counsel
Attn: Joan McEnery

Federal Election Commission
989 E Street, N.W.
Washington, D.C. 20463

Re: MUR 4005 -- Request For An Extension Of Time

Dear General Counsel:

David DeBruin, a partner in the law firm of Jenner &
Block, represents General Dynamics Corporation, Electric Boat
Division, in the above-referenced matter. A copy of General
Dynamics’ Statement of Designation of Counsel, filed with the
Commission on June 27, 1994, is attached.

Mr. DeBruin has been working with General Dynamics to
investigate this matter since it arose initially, and General
Dynamics has retained Mr. DeBruin to represent it in this
proceeding. However, Mr. DeBruin currently is out of the office
and he is not due to return until August 3 -- the day General
Dynamics' demonstration that no further action should be taken
against it in this matter is due. Therefore, General Dynamics
respectfully requests that it be granted an additional 10 days
to submit its response, and that its response now be due on or
before August 12, 1994.

Thank you for your consideration.

S'/cere Y,

cott A,

Edward C. Bruntrager, Esg.
E. Alan Klocbasa, Esqg.




27 June 1994

Lawrence Noble, Esquire
Office of the General Counsel
Federa! Eloction Commission
999 E Stroet, N.W.
Washington, D.C. 20463

Dear Msx. Noble:
This is to inform you that David W. DeBruin, Bsq., of the law firm of

Jenmer & Block is authorized to represent Gemeral Dymamics
( in any and all matters peanding before the Federal
Election Commission.

Very truly yours,

CUL. N o




FEDERAL ELECTION COMMISSION
WASHINCTON. DC  2046)

Scott A. Sinder, Bsq.
Jenner & Block

601 Thirteenth Street, N.W.
Twelfth Ploor

washington, D.C. 20005

RE: MUR200S o
General Dynamics Corporation

Dear Mr. Sinder:

This is in response to {out letter dated July 21, 1994,
requesting an extension until August 12, 1994 to respond to the
complaint filed in the above-noted matter. After considering
the circumstances presented in your letter, the Office of the
General Counsel has granted the regquested extension.
Accordingly, your response is due by the close of business on
August 12, 1994.

I1f you have any questions, please contact Joan McEnery at
(202) 219-3400.

Sincerely,

Mary L. Taksar, Attorney
Central Enforcement Docket




REQEIVEY
FERERAL ELEDTION

qOMmR'
BOMINIL T sy !034 i

n} Snlm

General Counsel 27 July 1994
Office of General Counsel

Attn: Joan McEnery

Federal Election Commission

999 E Street, N.W.

Washington, D.C. 20463
Re: MUR 4005 — Request for an extension of time
Dear General Counsel:

You have received correspondence from David DeBruin entering his
as counsel for General Dynamics Corporation and requesting an
extension of time to respond to the FEC letter of 14 July 1994.

I will be acting as co-counsel for General Dynamics Corporation and will also
Mr. Haines and Mr. Ruenzel. Attached are copies of these
Statements of Designation of Counsel.

On behalf of Mr. Haines and Mr. Ruenzel I respectfully

request you grant an
additional 10 days for them to respond to your letters of 14 July 1994 and that
their responses be due on or before 12 August 1994.

If you have any questions or comments, please call me at (203) 433-2700.

Vice Pre‘sident & General Counsel
encl.

o  E.C. Bruntrager
David DeBruin
C.B. Haines, Jr.
N.D. Ruenzel




STATENENT OF DESIGNATION OF COUNSEL

MUR 4005

NAME OF COuUNsSEL: Daniel S. Hapke, Jr.
Division Vice President & General Counsel
ADDRESS ; General Dynamics/Electric Boat Division

75 Eastern Point Road, MZ D5-10, Dept. 601
Groton, CT 06340-4989

TELEPHONEB:( 203 ) 433-2700

The above-named individual is hereby designated as my
cocounsel®and is authorized to receive any notifications and other
communications from the Commission and to act on ay behalf

before the Commission.

22 July 1994
Date

RESPONDENT'S NAME: General Dynamics Corporation

ADDRESS: Electric Boat Division

75 Eastern Point Road

Groton, CT 06340-4989

TELEPHONE : HOME( )

BUSINESS(_ 203 )_433-8094

® Mr. Hapke is to serve as co-counsel with David DeBruin
of the Washington, D.C. office of Jenner & Block.




gﬁor DESIGNATION OF c’s!_
nuR___ 4005

NAME OF COUNSEL: Daniel S. Hapke, Jr.
Vice President & General Counsel

ADDRESS: General Dynamics/Electric Boat Division

75 Eastern Point Road, MZ D5-10, Dept. 601
Groton, CT 06340-4939

TELEPHONE:(_203 )_433-2700

The above-named individual is hereby designated as my
counsel and is authorized to receive any notifications and other
comamunications from the Commission and to act on my behalf

befcre the Commission.

27 July 1994
Date Signature Craig B. Maines, Jr.

RESPONDENT'’S NAME: Craiq B. Haimes, Jr,

ADDRESS: _ General Dynamics/Electric Boat Division

75 Eastern Point Road, KZ D5-10, Dept. 330
Groton, CT 06340-4989

TELEPHONE: HOME( )

BUSINESS( 203 ) 433-1564




MUR 4005

NAME OF COUNSEL: Daniel S. Hapke, Jr.
Vice President &-General Counsel
ADDRESS : General Dynamics/Electric Boat Division

75 Eastern Point Road, MZ D5-10, Dept. 601
Groton, CT 06340-4989

TELEPHONE:( 203 ) 433-2700

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.

27 July, 1994

Date Signature Neil D. Ruenzel

RESPONDENT’S NAME: Neil D. Ruenzel

ADDRESS : General Dynamics/Electric Boat Division

75 Eastern Point Road, MZ D5-10, Dept. 605

Groton, CT 06340-4989

TELEPRONE: HOME( )

BUSINESS( 203 ) 433-8556




FEDERAL ELECTION COMMISSION

WASHINCTON, O C 20463

August S, 1994

Daniel S. Hapke, Jr.

Vice President and General Counsel
General Dynamics, Electric Boat Division
75 Bastern Point Road

Groton, CT 06340-4989

RE: MUR 4005
Craig B. Haines, Jr.
Neil D. Ruenzel

Dear Mr. Hapke:

This is in response to your letter dated July 27, 1994,
requesting an extension until August 12, 1994 for Nessrs. Haines
and Ruenzel to respond to the complaint filed in the above-noted
matter. After considering the circumstances presented in your
letter, the Office of the General Counsel has granted the

requested extensions. Accordingly, your responses are due by
the close of business on August 12, 1994.

I1f you have any questions, please contact Joan NcEnery at
(202) 219-3400.

Sincerely,

oy J Takon,

Mary L. Taksar, Attorney
Central Enforcement Docket




PERKINS COIE

A LAW PARTNERSHIP INCLUDING PROFESSIONAL CORPORATIONS
GO FOou RTEENTH STREFT, NW o Wanvinngraon, D.C 20005-2011

(2021 62R-6600 & Facsivis £ 202) 4331090

July 27, 1994

Joan McCEnery

Ooffice of the General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 4005 - Sam Gejdenson Re-Election Committee
Dear Ms. McEnery:

This is to request an extension of time of ten days in
the above referenced Matter Under Review.

Our firm was recently retained to represent the
Respondents in this matter. We would appreciate the extension

to have adequate time to gather the necessary facts and
information to prepare a response.

The original response would have been due on August 2,

1994. With the extension, the response will be due on August
12, 1994.

If you have any questions or need additional information,
please contact one of the undersigned.

Very truly yours,

Robert F. Bauer
Judith L. Corley
Counsel for Respondents

{21296-0001 DA942080.055)

AncHORAGE® Brogivtr @ Hose Rone ® Los ANGELES® PORTEas ® SEATT G ®

STRathore Arpane s Resssnn & By Mo s
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FEDERAL ELECTION COMMISSION
WASHINCTON. DC 20463

August S, 1994

Robert F. Bauer, Esq.
Judith L. Corley, Bsq.
Perking Coie

607 Pourteenth Street, NW
Washington, DC 20005-2011

RE: MUR 4005
Sam Gejdenson
Sam Gejdenson Re-Election
i Committee and Patricia Lagrega,
as treasurer

9

Dear Mr. Bauer and Ms. Corley:

This is in response to your letter dated July 27, 1994,
requesting an extension until August 12, 1994 to respond to the
complaint filed in the above-noted matter. After considering
the circumstances presented in your letter, the Office of the
General Counsel has granted the requested extensions.
Accordingly, your responses are due by the close of business on
August 12, 1994.

If you have any questions, please contact Joan McEnery at
(202) 219-3400.

Sincerely,

95043661 3

Oﬁuwwg §  TihRoe

Mary L. Taksar, Attorney
Central Enforcement Docket
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August 12, 1994

Via Hand Delivery

Office of the General Counsel
Attn: Joan McEnery

Federal Election Commission
999 E Street, N.W., Room 657
Washington, D.C. 20463

Re: MUR 4005
Dear Ms. McEnery:

General Dynamics Corporation and two of its
employees, Neil D. Ruenzel and Craig B. Haines, Jr.,
("respondents®) respectfully file this response to the
complaint in MUR 4005. As described in the enclosed
statements of Mr. Ruenzel and Mr. Haines and as further
explained below, General Dynamics and its employees have
acted at all times with a belief that they were complying
with the federal election laws, and in an attempt to
ensure -- through clarification of the original June 22
letter that is the subject of the complaint, and through
subsequent reimbursement to the corporation of the expenses
involved -- that the Act has not been violated. At the same
time, General Dynamics intends to amplify its efforts to
eliminate, through additional training of its executive and
administrative personnel, any confusion that may exist
concerning the extent to which the Federal Election Campaign
Act ("Act") allows corporate employees to use company
facilities in connection with personal volunteer political
activities.

For these and other reasons explained below,
respondents submit that the actions complained of either were
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not violations of the Act, or should not be deemed to be a
violation of the Act. See 11 C.FP.R. § 114.5¢h) .Y

Facts

Neil D. Ruenzel is Director of Communications for
General Dynamics’ Electric Boat Division. See Exhibit 1
(statement of Mr. Ruenzel). He is a retired military officer
and former Director of Public Affairs for the United States
Coast Guard Academy. Mr. Ruenzel was aware of Representative
Sam Gejdenson’s strong support for the company’'s submarine
programs, and wanted to assist Mr. Gejdenson’'s reelection
efforts. Immediately before he left for a 10-day vacation,
Mr. Ruenzel requested Mr. Haines, Director of Materials
Acquisition at Electric Boat, to send a letter to other
Connecticut -based companies involved in the company’s
submarine programs, inviting them to support Mr. Gejdenson at
a fundraising reception. Mr. Ruenzel’s understanding of the
Act was that it was permissible for Mr. Haines to send such a
letter so long as he did so in his own name, the letter was
not on company letterhead, and the company did not collect

any contributions for the candidate. Before leaving on
vacation, however, Mr. Ruenzel did not commnicate these
requirements that he believed to exist to Mr. Haines.

Mr. Haines was willing to help with the fundraiser,
but he had never sent a campaign-related letter before
and was not familiar with the requirements of the Act. See
Exhibit 2 (statement of Mr. Haines). Mr. Haines asked his
staff to work with the Communications Department and prepare
the letter. While Mr. Ruenzel still was away, Mr. Haines

11 C.F.R. § 114.5(h) provides:

Accidental or inadvertent solicitation by
a corporation or labor organization, or
the separate segregated fund of either,
of persons apart from and beyond those
whom it is permitted to solicit wiil not
be deemed a violation, provided that such
corporation or labor organization or
separate segregated fund has used its
best efforts to comply with the limita-
tions regarding the persons it may
solicit and that the method of solicita-
tion is corrected forthwith after the
discovery of such erroneous solicitation.
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signed and sent the June 22 letter that is attached to the
complaint. Mr. Haines believed that the letter had been
approved by the Communications Department, and that it there-
fore complied with all federal election law requirements.

The costs associated with the letter -- approximately $600
for paper, photocopying and postage -- were charged to a
designated cost separation shop order, and were not charged
to any government contract.

On June 24, 1994, individuals in the General
Counsel’'s office at General Dynamics learned that Mr. Haines’
letter had been sent. The company immediately did three
things:

* Pirst, within hours, the company retracted the
cffer in the letter that contributions to Mr.
Gejdenson’s campaign could be sent to Mr. Ruenzel
at Electric Boat. On June 24, Mr. Haines sent a
second letter, via both telecopy and regular mail,
to the same addressees as the original letter. See
Exhibit 3. This letter made clear that General
Dynamics would not accept any contributions on Mr.
Gejdenson’s behalf, and would return any
contributions that already had been sent. Many
persons may have received (by fax) the June 24
letter before they received (by mail) the June 22
letter. As a result of the retraction, General
Dynamics received only two contributions for Mr.
Gejdenson, which the company returned immediately
to the contributors.

Second, also on the morning of June 24, General
Dynamics telecopied a letter to FEC General Counsel
Lawrence Noble, informing him of these events and
including copies of Mr. Haines' June 22 and June 24
letters. See Exhibit 4. General Dynamics’
submission has been designated by the Commission
Pre-MUR 301.

Third, executive and administrative officers of
General Dynamics provided monies from their
personal funds to reimburse the company the
approximately $600 expended in connection with the
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June 22 letter. See Bxhibit 5 (statement of Donald
G. Norman); gee also 11 C.F.R. § 114.9.7%

In addition, as a result of this incident, General Dynamics
either already has adopted, or soon will put into place, new
internal controls and additional training of its executive
and administrative personnel to ensure compliance by the
company and its employees with the requirements of the Act.

Di .

The Commission’s rules make clear that a corporate
employee may engage in volunteer political activity and,
in doing so, may make "occasional, isolated, or incidental
use® of corporate facilities. 11 C.F.R. § 114.9. The rules
also provide that an inadvertent solicitation by a

corporation "of persons apart from and beyond those whom it
is permitted to solicit" will not be deemed a violation,
provided that (1) the corporation has used its best efforts
to comply with the limitations regarding the persons it may
solicit, and (2) the method of solicitation is corrected
forthwith after the discovery of such erroneous solicitation.
11 C.F.R. § 114.5 (h).

A8 a result of these provisions, respondents submit
that no violation occurred in this case and no further action
by the Commission is required. As described above, General

cs immediately clarified the June 22 letter and also
brought it to the Commission’s attention. See Pre-MUR 301.
Only two days after the June 22 letter was mailed, the
company sent, both by telecopy and by regular mail, as full a
retraction of the letter as it believed was possible in the
circumstances. While the company in its retraction could not
urge the addressees not to support Mr. Gejdenson, it made
very clear that General Dynamics would not facilitate the
making of any contributions. In addition, the company took
steps to ensure that the $600 in expenses involved was
reimbursed to the corporation, and it also is in the process
of implementing a company-wide training program to ensure

¥ General Dynamics believes that this amount covers all

non-incidental costs within the meaning of the Commission’s
regulations. No corporate funds ever were used in connection
with the fundraiser.
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that the requirements of the Act are understood by all of its
executive and administrative personnel.?¥

General Dynamics vigorously disputes the allegation
that the June 22 letter was coercive. While the letter
states that General Dynamics and the addressees share conmmon
interests through the Seawolf submarine program, there is no
suggestion in the letter that any person would be penalized
in any way if he did not make a contribution. 1In addition,
to the extent that the complainant complains of "irreparable
harm® caused by a perceived endorsement of Mr. Gejdenson by
General Dynamics, the Commission has held in Advisory Opinion
1984-23 that it is permissible for a corporation to endorse a
candidate and tc publish that endorsement in press releases.

¥  General Dynamics’ Standards of Buginess Ethicg and
Conduct, a handbook distributed to every employee, already
provides:

No company funds or other assets are to
be contributed or locaned, directly or
indirectly, to any political party or to
the campaign for or against any candidate
for political office if prohibited by
Federal, state, local, or foreign law.

* Where corporate political contribu-
tions are legal, such contributions
are to be made from funds allocated
for this purpose by the Board of
Directors only.

The company encourages employees to
participate individually in politi-
cal activities with their own time

and resources.

See Exhibit 6, at p. 11. General Dynamics did not provide
additional detail concerning the requirements of the Act in
this handbook because all of the company'’s standards of
business ethics and conduct appear in the book, which is
intended to be a single, short, readable guide accessible to
all employees. However, the company intends to amplify and
clarify these restrictions with additional training of its
executive and administrative personnel and through new
corporate policies supplemental to the handbook.
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Thus, the principal alleged "harm" in this case is not
necessarily impermissible.

As originally intended, however, the solicitation
in this case was meant to be personal, not corporate. To the
extent that Mr. Ruenzel and Mr. Haines may have caused an
impermissible corporate solicitation to be made to persons
outside of the company’'s restricted class, that solicitation
was inadvertent; it was immediately corrected by the
corporation to the extent permissible; the corporation has
been reimbursed the expenses involved; and the company has
attempted to guide its employees regarding the limitations of
the Act, which efforts will be amplified. 1In these
circumstances, respondents submit that it is appropriate for
the Commission to conclude that no further action be taken.

If you require any additional information, please
do not hesitate to contact us. Thank you for your considera-
tion.

Sincerely,

Daniel S. Hapke, Jr. David W. DeBruin
Vice President & General Counsel Jenner & Block
General Dynamics Corporation,

Electric Boat Division
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Before the Pederal Election Commission

Re: MUR 4005

Declaration of Neil D. Ruenzel

I, Neil D. Ruenzel, pursuant to 28 U.S.C. § 1746,
hereby depose and say:

1. I am Director of Communications for General
Dynamics' Electric Boat Division in Groton, Connecticut. I
am a retired military officer and former Director of Public
Affairs for the United States Coast Guard Academy.

274 I was aware of Representative Gejdenson's
support for the company's submarine programs, and wanted to
assist his reelection efforts by helping to organize a
fundraiser. On June 14, 1994, the day before I began a ten
day vacation, I sent a note to Craig Haines, Director of
Materials Acquisition at Electric Boat, regarding a
fundraiser for Congressman Sam Gejdenson scheduled for July
6. I asked Mr. Haines to send a letter to the company's
Connecticut-based vendors seeking their support at the
fundraiser. Although I did not focus on any details at that
time, and did not include any such instructions with my
note, I assumed that Mr. Haines would send the letter in his
own name, that he would not use company letterhead, and that
the company would not be involved in any way in collecting
or forwarding contributions to Mr. Gejdenson. Whether or
not my understanding of the law was correct, I believed in
good faith that, if Mr. Haines' letter met these criteria,
it would be a permissible communication under the Federal

Election Campaign Act.




3. I asked Mr. Haines to send the letter, while I
was away because he had access to the list of individuals at
the other companies that have worked with General Dynamics in
connection with its submarine programs. 1In recent years,
General Dynamics and its vendors frequently have worked
together to support these programs before the United States
Congress. Again, I believed in good faith that a letter in
Mr. Haines' own name, not on company letterhead, which simply
invited individuals from these companies to support a fund-
raiser for Mr. Gejdenson, would not be improper under the
federal election laws.

4. Because I was leaving for vacation the next
day, and remained on vacation until June 27, I never had an
opportunity to discuss my request with Mr. Haines, or to
discuss with him the manner in which I believed the letter

should be sent. I did not review a draft of Mr. Haines'

letter before it was sent. I since have learned, that my

staff 4did review a draft of the letter, which was on plain
paper. Had I reviewed the letter that Mr. Haines signed
before it went out, I would have realized that, at a minimum,
the letter should not have been sent on company letterhead,
and should not have stated that contributions could be sent
to Mr. Gejdenson's campaign in care of Electric Boat.
Although I should have given more careful instructions to Mr.
Haines, I never discussed with him the provision in his
letter that contributions could be sent to my attention at
Electric Boat; I was not even aware of that provision until I

returned from vacation.




5. The federal election laws are at times subtle
and coamaplex, and I always have done my best to abide and to
have the company abide by them. I did not know or believe
that anything I did or requested in this case would violate
any provision of the Pederal Election Campaign Act.

I declare under penalty of perjury that the

foregoing is true and correct.

Executed on August // , 1994.




Before the Pederal Election Commission

Re: MUR 4005

Declaration of Craig B. Haines, Jr.

I, Craig B, Haines, Jr., pursuant to 28 U.S.C. §
1746, hereby depose and say:

1. I am Director of Materials Acquisition at
General Dynamics®' Electric Boat Division in Groton,
Connecticut.

2. On June 14, 1994, I received a note from Neil
Ruenzel, Director of Communications at Electric Boat. Mr.
Ruenzel asked me to send a letter to the company's

Connecticut-based vendors seeking their support at a

fundraiser for Congressman Sam Gejdenson scheduled for July

6.

3. I was willing to help with the fundraiser but
had never sent a campaign-related letter before, and I was
not familiar with the requirements of the federal election
laws. I understood that Mr. Ruenzel was away, and I asked
my staff to work with the Communications Department and
prepare the letter.

4. While Mr. Ruenzel still was away, I signed and
sent the June 22 letter that is attached to the complaint
in this matter. I understood that the form of the letter
had been approved by the Communications Department, and I
believed therefore that it complied with all federal
election law requirements. I did not discuss the letter

with Mr. Ruenzel at any time.




5. The costs associated with the letter were
charged to a designated cost separation shop order, and
were not to my knowledge charged to any government contract.
6. I am not ordinarily involved in these matters,
and I was not aware that any aspect of my June 22 letter
was inconsistent with the requirements of the Federal
Election Campaign Act.
I declare under penalty of perjury that the

foregoing is true and correct.

Executed on August | , 1994,

. Haines, Jr.




GENERAL DYNAMICS
Electric Boat Divisi
75 Eastern Poix Road, Groion, Connecticut 083404989
2034333000

June 24, 1994

Attention: Chief Executive Officer

To Our Connecticut Suppliers:

By letter of June 22, 1994, you were invited to attend a fund-raising reception
for Sam Gejdenson on July 6, 1994 at the Groton Motor inn in Groton, Connecticut.
You were also encouraged 10 make donztions to the Gejdenson Reelection Committee
in care of General Dynamics Corporation, Electric Boat Division. We have since
been advised that we may not accept contributions on behalf of Mr. Gejdenson. We
also request that you not send any donations to the Gejdenson Reelection Committee
in care of General Dynamics. To the extent you have aiready submitted donations to
us, they will be returned to you.

We apologize for any inconvenience we may have caused.

C\truiy yours,
\

C. B. Haines, Jr.




GENERAL DYNAMICS

Electric Boat Division TR MR R
75 Eastern Foint Road, Groton, Connecticut 063404939
203-433-3000

June 24, 1994

Lawrence Noble, Esgquire
Office of the General Counsel
Pederal Election Commission
999 B Street, N. W.
Washington, D. C. 20463

Noble:

Dear Mr.

Attached is a letter dated June 22, 1994, sent by C. B.
Haines, Jr., our Director of Material Management to our
Connecticut suppliers. Also attached is Mr. Haines' letter of
this date rescinding his previous communication. At this time we

© have not received any contributions and any that are received will

be returned forthwith, as stated.

Sincerely,

Marle J.g.h Jr. g

Division cOunsnl
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Before the Federal Election Commission
Re: MUR 4005

Decdlaration of Donald G. Norman

I, Donald G. Norman, pursuant to 28 U.S.C. § 1746, hereby depose and

say:

1. I am Vice President, Human Resources and Administration of
General Dynamic's Electric Boat Division in Groton, Connecticut.

2. On or about 4 August 1994, a group of executive and administra-
tive personnel of General Dynamics deposited with the company $600 that was
voluntarily provided from their personal funds to reimburse the company for
expenses that had been incurred in connection with a letter sent by Craig B. Haines,
Jr. on June 22, 1994 regarding a fundraiser for Congressman Sam Gejdenson.

I declare under penalty of perjury that the foregoing is true and correct.

Executed on August 11, 1994.

Donald G. Norman
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To: Employess of General

This booklet offers help. It contains general guidelines
1o aid in making sound judgments and prudent decisions
at work. [t also contains directions on how to get help if
you have questions or concemns about the meaning or
application of these guidelines.

As a business we aim to be competitive and profitable
while slso fulfilling our legal, regulsiory, and contractual
requirements. To this end we strive to:

* provide our customers with products and services that
meet requirements for value, quality, and operability as
specified in our contracts

o deal with our suppliers fairly as a valued resource 0
our business and (o our customers

° pursue growth and eamings objectives that satisfy the
shareholder

* sct as 2 responsible and responsive corporate citizen in
the communities in which we operate

* treat each other as employees fairly and with dignity
and respect.

The fulfiliment of these ideals depends on goodwill,
common sensc, and the daily practice of basic values
personally important to us all. These values include
being:

* law-abiding

* honest and trustworthy

* responsible and relisble

® truthful and accurate

* fair and cooperative

* loyal to company and country

* economical in using company resources.

Thank you for practicing these values at work and for
helping maintain the integrity and reputation of General
Dynamics.

e t—

James R. Mellor, Chief Executive Officer

|IV|99£VUSG
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ORGANIZATION AND
'CORPORATE POLICIES

The Standards of Business Ethics and Conduct are the
cemerpiece of the General Dynamics Basiness Ethics
Program. The aim of the program is to imegrate the
Standards into the daily business activities of the
company.

To help fulfill this aim, the Board of Directors has
established the Committee on Corporate Responsibility 10
" review and approve program policy and review

. effectiveness of the Ethics Program. The Committee

‘ ishes the requirements for managememt to report on
implementation of the program. The Committee
ists entirely of outside Directors of the Board.

Business Ethics Program Directors are installed at
corporate headquarters and each division or subsidiary 10
assist management in the implementation of the progrum.
An important part of every director’s job is to cstablish
and maintain an open channel of communication for all

st each location. Directors provide
information and advice to employees who have questions
or concerns sbowt the meaning or application of the
Suadards of Business Ethics and Conduct. The
individuals serving us program directors report direcily to
the head of their local organization.

The Standards of Business Ethics and Conduct found

_ in this booklet are supported in some cases by more

iled Corporate Policies (CPs) and Division or

idiary Standard Practices (SPs). These policies and

provide clear and specific directions concerning
" acceptable business practice and behavior. Employces

wishing to consult a Corporate Policy or a Division or

Subsidiary Standard Practice should ask their supervisor

of 8 Business Ethics Program Director.

ACKNOWLEDGMENT

As a condition of employment, all new employees are
aked to sign an Acknowledgment Card which states:

“[ have received and read the Third Edition of the
General Dynamics Standards of Business Ethics and
Conduct. 1 understand that these standasds represent
the policies of General Dynaimics.”

All current employees are also asked to sign an
Acknowledgment Card each time the Standards are
revised and redistributed.

One copy of the card is to be retained by the employce.
The other copy is placed in the employee’s permanent
personnel file.

All standard consultant agreements include a clause
requiring adherence to the Standards as 2 condition of the

agreement.

Al active suppliers receive an annual solicitation to
help support the Standards in business relationships
between them and General Dynamics.




* GUIDELINES FOR BUSINESS
~ 'CONDUCT
The antitrust laws of the United States and other

~ countries prohibit a variety of activities that would limj
or impede trade unfairfy.

For example, competitors may not:
® fix or control prices

Astitrest siatutes also apply to formal and informal
communications. Employees involved in trade
associstions or other professional activities need (0 guard
against casusl communications with employces of

~ competitors, cusiomers, or suppliers regarding prices.
products, and markets.

Cash and Benk Accounts

Al cash and bank account transactions are to avoid
even the appearance of impropriety.

¢ All accounts of company funds are 10 be established

. ssdmaintained in the name of General Dynamics or

ﬂ subsidiaries, with the exception of petty cash

b+

¢ No funds are to be maintained in the form of cash.
except to the limited extent reasonably required for
normal business operations.

* All cash received by the company is to be promptly
deposited in 3 Genersl Dynamics’ account.

~ * All transactions involving compan
- clemrly and accurately reflected in General Dynamics’
records.

y funds are to be

company Resources

Company Fesources are (o be properly used for
husiness purposes.

Company resources include information, technology.
intellectual property (for example, copyrights, patents,
and trademarks), buildings, land, equipment, machines,
iclephones, copiers, computers, software, supplies, cash,
and the time and skills of employees. Examples of
misuse are:

o Bribes, kickbacks or other illegal payments of cash or
gifts in any form and in any amount.

¢ Unauthorized possession or personal use of company
FESOUICEN,

¢ Permitting or directing others to misuse company
resources.

Equal Employment Opportunity and
Aftirmative Aotion

Company policies, procedures, practices, and business
activities are (o be administered on a non-discriminatory
basis without regard for race, color, religion, gender,
sexusl orientation, national origin, age, disability, or
status as & veteran in accordance with applicable law or
regulation at the Federal, state, or local level.

Environmental

All applicable environmental laws and regulations at
federal, state, and local levels are to be carefully followed
and company managers are to remain alert to changes in
the requirements of these laws.

Company officials are also to be alerted about any
process or other action in the work place that may have or
is having an adverse impact on the environment.




Expense Reports

- Expenses incurred in performing authorized com

: - pan
business sse 10 be docu promptly. accurately, ;.,;:,

* Expense reports require that personal, busines: trave
business conference, and business emtmainm;mr pi

expenses be distinguished.

e Whuerequired.expensempmsmalsomidenm‘y
' gxpmes!!umldhemllowabkormhcrwise
inappropriate to charge to government contracts.

Government Employees

law prohibits the hiring of certain government
] who were involved in awarding or
administering governmental contracts with General
- Dynamics and limits the assignments of employees who
formerly were employed by the government.

Applicable law and company policy are 10 be followed
. before biring and defore assigning work 10 former

; m Favors, and Other items of Value
‘40 Customers -

General Dynamics will compete solely on the merits of

~ its prodects and services.

Under no circumstances may employees offer or give
of value 10 a customer or customer’s
ive to influcace improperly a contract awurd
‘or other favorable customer action.

Govemnment agencies and some other customers have
reguiations prohibiting acceptance of items of value by
their employees from contractors or suppliers. These
regulations or policies are to be followed by employees
of Gesers! Dynamics in dealing with representatives of

~ dhese agencies or other customers.

Harsssment

Harassment in any form that has the intent or effect of
anieasonably disrupting an employee in his or her work
snvironment is unacceptable conduct and is contrary 10

company policy.
Sexual harassment is also contrary to company policy.

Sexuval harassment is defined by law as unwelcome
«exual advances, requests for sexual favors, or other
verbal or physical conduct of a sexual nature when:

« submission to such conduct is made, either explicitly or
implicitly, a term or condition of an individual’s
employment,

o sybmission to or rejection of such conduct by an
employee is used as 8 basis for employment decisions
affecting the employee, or

¢ such conduct has the purpose or effect of unreasonably
interfering with an individual’s work performance or
creating an intimidating, hostile, or offensive working
environment.

information and Technology

Information and technology developed, owned, or
entrusted to the company is (o be carefully safeguarded
against unauthorized disclosure.

The need to safeguard applies 1o company proprietary
and private information, government classified
information, and information which customers or
suppliers may entrust us with for private use.

The need to safeguard also applies whether the
information is in written or electronic form or is simply
known to employees.

inside Information

Individuals who possess material inside information,
which has not been disclosed, must abstain from teading.
Material information is information that would be
Importam to a reasoneble investor in determining whether
10 buy, sefl, or hold. Typical examples are knowledge of
large acquisitions or divestitures, independent increases

9
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o ""‘.m.' 15, and special distributions. In addition
" rle. mmm must not be disclosed 1,
, Questions regarding transactions in this arcy
"."'l 2 be referved to the General Counsel or Secretyry
o . Y of

International Business

Company policy _is to comply with all laws and
customs that apply in countries in which we do business

. ® Where U.S. law or company policy is more restrictive
than local law or custom, the company and its e
employees are to follow U.S. law and company policy.

local law or custom is more restrictive than us.

or company policy. the company and its employee
~ are t0 honor local law or custom, 2

The Foreign Corrupt Practices Act and other U.S. luws
peohibit the payment of sny money or anything of value
”"W official or members of his or her family.

: fanp powul party or party official. or candidate for
ﬁn_ng‘updmul office for purposes of obtaining,
reinining, o the directing of business. Any violations or

-solicitations to violate are (0 be reported.

" In cases where company legal counsel has given
advanse approval, company policy does allow certain
payment for proper performance of duties such as passing
shipments through customs, placing transoceanic
felephone calls. securing requised permits, or obtaining

Tt is company policy not to cooperate in illegal foreign

Outside Interests

An employee’s personal interests may be in conflict
with the interests of Gemeral Dynamics when the

~ - ‘employee siso has 3 material interest in or is an official,

director, or employee of another enterprise. particularly if
-fhat enterprise is a supplier of goods and services o
General Dynamics.

Although such arrangements are not automaticatly

sibited. they are not 10 be entered into without prior
written disclosure to and approval by the cognizant
.ompany officer and the Corporate Vice President and

General Counsel.
political Contributions

No company funds or other assets are 10 be contributed
or loaned. directly or indirectly, to any political party or
1 the campaign for or against any candidate for political
office if prohibited by Federal, state, local, or foreign

faw.

» Where corporate political contributions are legal, such
contributions are (o be made from funds allocated for
this purpose by the Board of Directors only.

« The company encourages employees to participate
individually in political activities with their own time
and resources.

Pricing, Billing and Contracting
Prices for company products and services are to be fair,

reflecting the cost to design and produce them,

competitive market conditions, and other relevant
husiness factors.

* Prices are (0 be clear, accurate, and presented 5o as (o
be understandable by the customer.

When selling (o the Federal government it is company
policy to:

* adhere to applicable procurement regulations and

company policies

* follow required cost accounting standards and observe
cost allowsbility principles

* observe the provisions of the Truth in Negotiations
Act, the False Claims Act, and related company policy.
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The False Claim Act makes it unlawful 10 presen 1,
the government a false or fraudulent claim, or 10 use ;,
faise record or statement to obtain payment of 4 claim
The penaltics are severe, '

No cost which is enaflowable. contrary (0 contract o
Mmm«mmmisc mproper
is to be aflocated to a government contract. 1

Shifting of costs to inappropriate contracts is
prohibited.

Invoices to customers are 10 accurately reflect the
pmdu:orscmces sold, the sales price, and the terms of
sale.

ments received in excess of amounts billed are 1o
promptly refunded or credited.

Proper Use of Business Ethics Program

Attempts to use the Business Ethics Program to libel.
slander, or otherwise harm another individual through
false accusations, malicious rumors, or other

isresponsible actions are prohibited.

Also prohibited is reprisal or the threat of reprisal
against an employee who raises a concern sbout the
ion or enforcement of company policy
inclading specifically the Standards of Business Ethics
and Conduct.

® Such reprisal not only violates explicit company policy
also various Federal and state laws or regulations.
Owality and Testing

General Dynamics’ products and services are to meet
appropriate inapection, test, and quality criteria.

Tests are to be performed and documented completely
and accurately as required.

gafety and Health

The company and individual employees are to
maintain a safe and healthful work environment and are
1 comply with all applicable Federal, state, and local

laws and regulations.

Security of Government Classified
information

As employees, concem for safeguarding government
classified information is part of everyone's job whether
or not an employee possesses 8 security clearance or
actually works with such information.

Employees who possess a security clearance and who
are properly authorized to use specific classified
information are to handle such information in compliance
with government procedures and company policy.

¢ Such employees are not to seek, accept, or retain any
classified materials for which they have no need or to
which they are not entitied.

Selling and Marketing

It is company policy to understand the requirements of
the customer and to strive to satisfy those requirements.

* Propusals are to be realistic regarding performance,
cost, and schedule.

¢ Contractual obligations are to be clearly defined.

* Information about General Dynamics’ products and
services is to be clear and accurate.

¢ The requirements of Procurement Integrity are 10
carcfully followed.

If at any time, it becomes clear that the company or its
representatives must engage in uncthical or illegal
activity to pursue a contract, that business is not 1o he
pursued further,

L1y 190%poeceg




Mhn and Consultants

, - Source selection. negotiation, determination of award,,
and administration of purchasing activities are o he
conduceed fairly and honestly.

Materials, supplies, equipment, consulting work, and
other services are (0 be procured from qualified supplicrs
based on lowest cost and other requirements for quality.
performance, and the ability to meet schedule.

® [t is policy to encourage, establish. und maintain
competition whenever possible.

App!icable govermnmem regulations, contractual
and compeny policy pertaining to the
of goods and services are to be followed.

Except for items that are clearly promotional in nature,
mass produced. trivial in value, and not intended t0 evoke

amy form of reciprocation, employees are not 10 accept
gifts, entertainment, or anything else of value from
cusrent or aspiring suppliers or consultants.

Solicitation of any item, regardless of value. is never

permitted.
Time Card Reporting

Time worked is to be reported in a timely and accurate
~ manser & required by company policy.

the true and actual hours worked are to be

‘ Hours not worked stich as vacation or sick leave for
which pay is received, are 1o be true and accurate.

RESPONSIBILITIES

The Company
The company has a responsibility to:
o implement the Ethics Program

o update and distribute the Standards of Business Ethics
and Conduct to all employees

o ¢psure lhﬂ‘l‘h tmming and p“bllC“y that all
employees are awase of and understand the Standards

o provide continuing counsel on Standards and
supporting company policies to all employees seeking
such help

o maintain work conditions at all locations that support
employee responsibilities under these Standards

o enforce compliance with the Standards
Supervisors

All levels of supervision have a special responsibility
for the implementation of the Standards of Business
Ethics and Conduct and will be measured in their
performance according to their efforts to:

* assure that all current and new employees under their
supervision receive the Standsrds of Business Ethics
and Conduct and are counseled as to its meaning and
application

¢ review the knowledge and understanding of the
Standards by employees under their supervision and
cnsuring that refresher programs are provided as
necessary

¢ stress to all employees in word and deed the need for
continuing commitment to the Standards

¢ demonstrate their own commitment by conducting
themselves and managing their departments and the
activities of all employees under their supervision in
accordance with the Standards




. :eview regularly their knowledge and understanding of

the Standards and supporting policies and
in their daily business conduct
.contribute to a work environment that is conducive to

seck help when the proper course of action is unclear
unknown

m alert and sensitive to situstions which could

fellow employees when it appears they may
hemdanwdwolatmgllm%tmdnds

lm!ﬂ vmlmom of the Standards to those responsible

DISCIPLINE AND SANCTIONS

The company enforces the Standards of Business
Ethics and Conduct fairly and without prejudice
according to company policy and applicable collective
bargaining agreements. Proven violations result in one or
more of the following sanctions:

°* wamning

® reprimand (noted in personnel record)
* probation

® (eMPOrary suspension

° discharge

° reimbussement for losses or damages

¢ referral for criminal or civil prosecution

GETTING HELP

If you have guestions or concerns about the Standards
of Business Ethics and Conduct,

Ask your supervisor.

If this does not work or is impractical under the
circumatances,

Ask your Business Ethics Director or others
appointed to help such as:

* your ombudsman

* company legal counsel

° g(';_nwy Equal Employment Opportunity (EEO)
ice

* Employee Assistance Program representative
* Safety and Health official
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August 12, 1994

Ms. Joan McEnery

Ooffice of the General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, DC 20463

Re: MUR 4005 - Sam Gejdenson Re-BElection
Committees

Dear Ms. McEnery:

This is the response of the Sam Gejdenson Re-Election
Committee, Patricia Tedisco Lagrega, Treasurer (“the
Committee®), to the notification that a complaint had been
filed against it. For the reasons set out below, the
Committee believes this complaint should be dismissed and no
action taken.

The complaint involves a fundraising event for
Congressman Gejdenson organized by employees of the General
Dynamics Corporation, Electric Boat Division ("General
Dynamics®). The complaint was filed by the Munster for
Congress '94 Committee, the principal campaign committee of
the Republican candidate running against Congressman Gejdenson
in the 1994 general election. The complaint demonstrates a
serious lack of understanding about the federal campaign laws
and makes allegations with no basis in fact.

THE ALLEGATIONS

The complaint makes three allegations, none of which make
out a violation of the federal campaign laws. Each of the
allegations are discussed in turn below.

1. Corporate Contribution

Complainant argues that because the solicitation letter
for the event was printed on General Dynamics letterhead and
was signed by a General Dynamics employee, an illegal
corporate expenditure was made. The complaint ignores
Commission regulations and Advisory Opinions that have found

{21296-0001/DA942220.023})
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Ma. Joan McEnery
August 12, 1994
Page 2

such activities perfectly legal under the federal campaign
laws.

The Commission's regulations at 11 C.F.R. § 114.9(4)
allow employees (and shareholders) of a corporation to use
office space, telephones, and office furniture during and
after working hours to conduct volunteer activities on behalf
of a candidate for federal office without the corporation
being considered to have made a contribution. The activity
must be "occasional, isolated or incidental," and the employee
must reimburse the corporation for any increase in overhead or
operating expenses related to such use.'

Where the activity is more than "occasional, isolated or
incidental," the employee must also reimburse the corporation
for the usual and normal rental charge for such use within a
commercially reasonable time. The regulations at 11 C.F.R.

§ 100.7(a) (1) (iii) (B) set out a reasonable rate of
reimbursement for facilities, staff or other corporate
resources.

The reqgulations further provide that an employee may use
corporate resources to produce materials in connection with a
federal election, provided such use is, as above, reimbursed.
11 C.F.R. § 114.9(c). See also FEC Advisory Opinion 1985-26,
1 Fed. Election Camp. Fin. Guide [CCH] § 5840 (corporate
employees must reimburse the corporate for the fair market
value of preparation and distribution of a mailing to other
employees about specific candidate and inviting theam to a
political discussion group).

The Commission has consistently recognized that corporate
employees may volunteer to assist federal candidates using
corporate resources, including letterhead and facilities, so
long as appropriate reimbursements are made to the
corporation. The Commission, for example, found no violation

The response addresses the situation of reimbursement by an employee
of the corporation since it is The Committee's understanding that employees
of General Dynamics reimbursed the corporation for the costs related to
this event. Presumably, however, the costa could also be reimbursed by a
corporation's separate segregated fund as a contribution in-kind to the
candidate, or by the candidate's committee itself, all without a corporate
contribution occurring.

[21296-0001/DA942220.023)
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vwhere a corporate employee allowed a candidate to use

' te letterhead to solicit contributions to his campaign.
The officer reimbursed the corporation for one piece of
letterhead and envelopes; he also paid personally for postage;
the invitation was prepared and distributed by the campaign on
copies of the letterhead. The Commission's Statement of

Reasons concluded:

The private use of 'company letterhead' is an
incidental personal perquisite of an official
of a corporation . . .. Such use, properly
funded, is not the making of an impermissible
corporate . . . expenditure.

FPEC NUR 3066, Statement of Reasons, Commissioner Josefiak

at 12. Ses also MUR 2271 (no violation where law firm partner
used corporate stationery to invite contributors to a
fundraising event for a candidate; preparation took less than
one hour and he reimbursed the corporation $25 for letterhead,
postage and secretarial assistance to prepare the letter);
MUR 2541 (no violation where Chairman of corporation paid
personally for ad in connection with federal campaign; the
Chajirman vas identified as an officer of the corporation and
the corporation was running simultaneous ad campaign on
related issues paid for by corporation); MUR 1261 (no
violation vhere corporate executive sent out solicitation for
a candidate on corporate letterhead, signed by employee
identified as an officer of the corporation; corporation was
reimbursed for stationery and postage). Compare MURs 1690 and
MUR 1314 (prohibited contribution where substantial use of
corporate facilities, employees or equipment was pnot
reimbursed).

It is the Committee's understanding that employees of
General Dynamics have reimbursed the corporation for all
expenses related to the event in accordance with the
Commission's regulations as set out above. There wvas,
therefore, no illegal corporate expenditure made on behalf of
the Committee.

- 58 Coercion of Contributors

Complainant alleges that the text of the solicitation
letter "implies a 'payback' for past legislative activity" and
that the recipients of the letter were subjected to “a certain
level of arm twisting . . . due to a threat of reduced future

[21296-0001/DAS42220.023) 81294
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subcontract business.” Neither of these allegations is true,
nor do they substantiate any violation of the federal campaign
lawvs. Complainant, for apparent political purposes, has read
far more into the letter than can reasonable be taken away
from the actual text. The letter is simply not coercive.

A copy of the solicitation letter attached to the original
complaint speaks for itself.

The only possible allegation involving the federal
campaign laws would be, taken together with the allegations of
"hundling® discussed below, that the solicitation letter
somehow involved "direction and control®" over the
contributions. This clearly is not the case. First and
foremost, none of the contributions raised by the event were
delivered through a conduit, so the issue of "direction and
control® does not arise.

But, in any event, there would have been no direction and
control under the Commission's current regulations and
Advisory Opinions. The mere issuance of a solicitation cannot
be equated with direction and control. As the Commission
pointed out in Advisory Opinion 1980-46, direction and control
involves much more:

It appears that although the proposed mailing
contains a clear suggestion that the individual
receiving the communication make a contribution
to a specific candidate through NCPAC as an
intermediary, the individual contributor, not
NCPAC, makes the choice whether to make a
contribution to the specified candidate. The
fact that a potential contributor may decide
against making a contribution indicates lack of
control over the choice of the recipient
candidate by NCPAC. Nor does NCPAC have any
significant control over the time when the
contributions are forwarded to the candidates.
Moreover, it would appear that NCPAC would have
no control over the amount of the contribution
nor the intended recipient of the contribution,
since the request contemplates the receipt by
NCPAC of contributions in the form of personal
check drawn to the order of the candidate or
the candidate's principal campaign committee.

[21296-0001/DA942220.023]
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All of these same factors apply to within the original
solicitation letter in this case to produce the same result --
that no direction or control of earmarked contributions
occurred.

s. sundling

Finally, the complaint makes a rather muddled argument
that the campaign laws were violated because the solicitation
letter, by asking that contributions be returned to an
employee of General Dynamics, "intended to 'bundle' these
checks.® Of course, neither the Federal Election Campaign Act
nor the FEC's regulations use the terms "bundle" or
"bundling.” Presumably, Complainant is attempting to make out
some allegation of earmarking under 11 C.F.R. § 110.6.
However, as discussed above, none of the checks were, in fact,
earmarked or "bundled."

Even if a General Dynamics employee (or the company's
PAC) had served as a conduit for the contributions, such
earmarking is not, if properly disclosed, illegal. Since,
however, the checks in this case were sent directly to the

Committee or given to a Committee representative at the event,
there was no need to disclose any conduit information under
the Commission's regulations.

This complaint attempts to make much of an event that
was, in the Committee's understanding, conducted within the
requirements of the FEC's regulations and the federal campaign
laws. The Complainants allegations simply do not stand up to
a clear analysis under the federal campaign laws. The
Commission should dismiss the complaint.

Very truly

[21296-C001/DA942220.023)




RECEIVED
FEOERAL ELECTION
COMMISSION
SEORETARIAT
PEDERAL BLECTION SI
999 E Street, wf 5”35 P e <
Wwashington, D.C. 20463

FIRST GEWERAL COUNSEL’S REPORT

MUR 4005/Pre-MUR 301

DATE PRE-MUR RECEIVED: 6/24/94
DATE COMPLAINT PILED: 7/1/94
DATE OF NOTIFICATION: 7/14/94
DATE ACTIVATED: 8/5/94

STAFF MEMBER: Frances B. Hagan

COMPLAINANT: Thomas J. Diascro, Jr.
Munster for Congress ‘94 Committee

RESPONDENTS: General Dynamics Corporation
Electric Boat Division
Neil Ruenzel
Craig B. Haines, Jr.
Sam Gejdenson Re-election Committee
Patricia Tedisco Lagrega, Treasurer

RELEVANT STATUTES: 2 U.S.C. § 441b(a)

2 U.S.C. § 441(c)

11 C.F.R. §§ 110.6 and 114
INTERNAL REPORTS CHECKED: Disclosure indexes
FEDERAL AGENCIES CHECKED: none

I. GENERATION OF NATTER

This matter was referred sua sponte by the General Dynamics
Corporation to the Office of General Counsel on June 24, 1994. It
is also the subject of a complaint filed on July 1, 1994, by
Thomas J. Diascro, Jr., on behalf of the the Munster for
Congress-94 Committee, principal campaign committee of the 1994
general election opponent of Congressman Sam Gejdenson (2nd
Congressional District/CT).

The matter involves a fundraising letter sent by a Director

of General Dynamics Electric Boat Division ("General Dynamics") to

the corporation’s Connecticut suppliers in the nuclear submarine




® o
e

industry. The letter, signed by C.B. Haines, Jr., Director of
Materials Acquisition at General Dynamics’ Electric Boat Division,
asserts that "nuclear submarine design and construction is vital
to an assured future industrial base, including our Connecticut
based network of suppliers” and that "efforts to obtain release of
appropriated funds for a third SEAWOLF submarine are being
actively pursued with our Washington based Congressional

representatives.” Congressman Gejdenson is then touted in the

letter as a "key supporter” of the SEAWOLF submarine program, and

Mr. Haines states: "[w]e have all been beneficiaries of his
efforts.” The letter invites the vendors to "show your
appreciation and to express continued support . . . by attending a
fundraising reception . . . in support of his re-election
campaign®” on July 6, 1994 at the Groton Motor Inn. The letter
requested donations of $100, stating that if the suppliers could
not attend they could send their contribution checks for the
Gejdenson Re-election Committee ("the Gejdenson Committee”™ or “"the
Committee") in care of General Dynamics Corporation Electric Boat
Division, addressed to Neil D. Ruenzel, Director of
Commaunications. We have received responses from the General
Dynamics Corporation and from the Gejdenson Committee.

Attachments A and B.

II. FACTUAL AND LEGAL ANALYSIS

A. Statement of the Law

Pursuant to Section 441lb(a) of the Federal Election Campaign
Act of 1971, as amended (the "Act"), corporations are prohibited

from making contributions or expenditures from their general
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treasury funds in connection with any election of any candidate
for federal office. Section 441b(a) further prohibits any officer
or director of any corporation from consenting to any contribution
or expenditure by the corporation. The Act broadly defines a
contribution or expenditure by a corporation to cover "any direct
or indirect payment, distribution, loan, advance, deposit, or gift
of money, or any services, or anything of value" made to any
candidate, campaign committee, or political party or organization,
in connection with any federal election. 2 U.S.C. § 441b(b)(2).
The Act provides specific exemptions from the definition of
contribution or expenditure, thereby setting forth permissible
bounds of corporate activity in connection with a federal
election. 2 U.S.C. § 441b(b)(2). A corporation may make
expenditures toward the establishment, administration, and
solicitation of contributions to a separate segregated fund to be
utilized for political purposes by the corporation. 2 U.S.C.
§ 441b(b)(2)(C) A corporation may also make partisan

communications to its stockholders and executive or administrative

personnel, and solicit contributions for its separate segregated

fund from such persons. 2 U.S.C. §§ 441b(b)(2)(A) and (4)(B). A
corporation may also make two written solicitations for
contributions to its fund per year from its employees other than
its executive or administrative personnel, but these solicitations
must be sent by mail sent to their residences. 2 U.S.C.
§ 441b(b)(4)(B).

Although a corporation may suggest in a communication sent

to stockholders and executive or administrative personnel that
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they contribute to a particular candidate or committee, a
corporation may not step beyond “"communication” to actually
collect contribution checks or otherwise “facilitate the making of
contributions to a particular candidate or political committee,
other than its separate segregated fund . . . ." H.R. Doc No.
95-44 at 104 (Jan. 12, 1977)(EBxplanation and Justification
accompanying 11 C.F.R. § 114). See Advisory Opinions 1987-29,
1986-4, 1982-29 and 1982-2, and 1986-4, footnote 5.

A contributor may earmark his or her contribution to a
federal candidate through an intermediary or conduit. 2 U.S.C.
§ 44la(a)(8). Corporations, however, are explicitly forbidden
from acting as conduits for candidates or their committees.
11 C.P.R. § 110.6(b)(2)(ii). The Commission’s regulations
specifically provide that if an intermediary exercises any
“direction or control” over the choice of the recipient candidate,
the entire amount of the contribution shall be considered a
contribution from the intermediary. See 11 C.F.R.
§§ 110.6(b)(2)(ii) and 110.6(d).1 Pollowing Congress’ broadly
expressed intent, corporations that exercise any direction and
control over contributions are responsible for those contributions
as well as the costs associated with the solicitation of them,

i.e., the contributions themselves are chargeable to the

¥, The Commission’s regulations governing earmarked
contributions are based on the House Report accompanying the 1974
amendments to the Act, which provides that "*'if a person exercises
any direct or indirect control over the making of a contribution,
then such contribution shall count toward the limitation imposed
with respect to such person under’"™ the Act. 54 Ped. ggg. 34098

[4

at 34107 (Aug. 17, 1989)(quoting H.R. Rep. No. 93-1239
2d Sess. 16 (1974)(emphasis added)).

3d Cong.,




corporation.

Under 11 C.F.R. § 114.5(h), an accidental or inadvertent
solicitation by a corporation of persons apart from and beyond
those vhom it is permitted to solicit will not be deemed a
violation, provided that such corporation has used its best
efforts to comply with the limitations regarding the persons it
may solicit and that the method of solicitation is corrected
forthwith after the discovery of such erroneous solicitation.

Commission regulations further exempt the occasional,
isolated or incidental use of a corporation’s facilities for
individual volunteer activity in connection with a federal
election by stockholders and employees. 11 C.F.R. § 114.9(a).
Employees must reimburse the corporation for increased overhead or
operating costs. Id. An employee making more than occasional,
isolated, or incidental use of corporate facilities for individual
volunteer activity must reimburse the corporation within a
commercially reasonable time for the normal and usual rental
charge. 11 C.P.R. § 114.9(a)(2). Moreover, any person who uses
corporate facilities to create materials in connection with a
federal election must reimburse the corporation in a commercially
reasonable time for the normal and usual charge. 11 C.F.R.

§ 114.9(c). Section 114.9(d) provides that persons, other than
stockholders and employees of a corporation, as specifically
mentioned in Section 114.9(a), may use corporate facilities such
as telephones or typewriters or office furniture for activity in
connection with an election, but they must reimburse the

corporation within a commercially reasonable time in the amount of
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the normal and usual rental charge for the use of the facilities.
11 C.F.R. § 114.9(4d).

Under 2 U.S.C. § 441c(a), it is unlawful for any government
contractor directly or indirectly to make any contribution of
money or other things of value, or to promigse such contribution to
any political party, committee, or candidate for public office or
to any person for any political purpose or use. Additionally, a
federal contractor is prohibited from acting as a conduit, as
the Commission’s regulation provide that any person prohibited
from making a contribution or expenditure in connection with an
election for Federal office shall be prohibited from acting as a
conduit for contributions earmarked to candidates or authorized
committees. 11 C.FP.R. § 110.6(b)(2)(E)(ii).

B. Allegations

The complainants allege that violations of the Act occurred
when a Director of General Dynamics Electric Boat Division sent a
fundraising letter to the corporation’s Connecticut vendors on
behalf of the Sam Gejdenson Re-election Committee.

Complainants assert that it is reasonable to assume that the
corporation incurred expenses through the costs of paper, labor,
computer time, photocopying and postage because the fundraising
letter was printed on General Dynamics Corporation stationery and
signed by a corporate employee. Complainants further allege that
specific wording of the solicitation "implies a ’payback’ for past
legislative activity” or the "threat of reduced future subcontract
business” if the corporation’s suppliers failed to heed General

Dynamics’ invitation to show support for the congressman by
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attending the fundraising reception. See Complaint at 1. 1In
addition, the complaint states that General Dynamics intended to
bundle contributions to "increase the impact of their . . .
donation” to the Gejdenson campaign, and to circumvent and/or
complement any contributions made by its separate segregated fund.
1d. at 2.
C. Responsges

In addition to filing this matter sua sponte, General
Dynamics responded to the complaint. General Dynamics replied
that Electric Boat’s Communications Director Neil D. Ruenzel
initiated the fundraising letter and reception because of
Congressman Gejdenson’s "strong support for the company’s
submarine programs."™ Mr. Ruenzel stated that before departing for
a 10-day vacation he sent a note to C.B. Haines, Jr., Electric
Boat’s Director of Materials Acquisition, asking him to send a
letter to the company’s Connecticut-based vendors seeking their
support at the reception to be held July 6, 1994. Mr. Ruenzel
states that before he left for vacation, he requested that
Mr. Haines send the letter because Mr. Haines "had access to the
list™ of suppliers for the General Dynamics’ submarine prograls.z
Mr. Ruenzel stated that he left no specific instructions, but
assumed the correspondence would not be on corporate letterhead
and that the corporation would not collect or forward the

contributions to the candidate. He stated that he believed in

2. Respondents did not provide a copy of the note Mr. Ruenzel
sent to Mr. Haines. Nor did they indicate whether it is still
available.
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good faith that such a communication would be permissible under
the Act. Mr. Ruenzel states that "([i)n recent years, General
Dynamics and its vendors frequently have worked together to
support these programs before the United States Congress."

In his affidavit, Mr. Haines avers that he had never before
sent a campaign-related letter, that he was not familiar with
election laws, but that he was willing to help with the
fundraiser. He enlisted hig own staff as well as the
Communications Department to prepare the letter. According to his
statement, Mr. Haines understood that the Communications
Departaent approved the letter, thus he believed it complied with
federal requirements. Mr. Haines declares that the costs
associated with the June 22, 1994, letter were charged to a
*"designated cost separation shop order”™ rather than to a
government contract.

In their sua sponte submission and in their response to the
complaint, General Dynamics states that once the corporation’s
legal department learned of the solicitation letter on June 24,
1994, it took immediate action to correct it. That same day, the
company sent a second letter to the same addressees “"via telecopy
and reqular mail"™ advising that the corporation could not accept
contributions on behalf of Mr. Gejdenson, and that any such
contributions would be returned. Respondents state that as a
result of their efforts, they received only two contributions,
which were returned to donors. Also on June 24, General Dynamics
faxed a letter to the Commission’s General Counsel explaining

these events, and generating Pre-MUR 301.
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In addition, the corporation apparently is implementing a
company-wide training program for its executive and administrative
staff regarding the Act’s requirements. General Dynamics is also
establishing new policies and controls to supplement the corporate
policy handbook.

Respondents also state that General Dynamic's executive and
administrative officers reimbursed the corporation approximately
$600 it assessed in connection with the initial solicitation.
Enclosed with the response is the signed statement from Donald G.
Norman, Vice President of General Dynamic’s Electric Boat
Division, attesting to the corporation’s receipt of the $600
reimbursement. As to solicitation costs, the responses do not
disclose the number of persons solicited, but General Dynamics
valued the cost of paper, photocopying and postage for the initial

letter at $600. However, this amount does not include the value

of the corporate mailing list or the costs of staff time necessary

to create, review and mail such a solicitation. Nor does it
consider the cost of material and staff time for the second
mailing and facsimile transamaissions.

General Dynamics argues that no violation occurred and no
further action should be taken. Respondents base this argument on
the exemption at 11 C.F.R. § 114.5(h), asserting that this
requlation applies because the solicitation was accidental and
inadvertent. They also state that the solicitation was originally
intended to be "personal," not corporate, and that once the
activity came to corporate counsel’s attention, the corporation

acted in good faith to immediately clarify the solicitation and
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bring its actions to the Commission’s attention. They vigorously
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dispute that the solicitation was coercive.

In their response, the Gejdenson Committee argues that the
gsolicitation represents individual volunteer activity consistent
with 11 C.F.R. § 114.9. Describing the activity as merely a
solicitation letter on corporate letterhead signed by a General
Dynamics employee, Gejdenson counsel argues that no corporate
contribution occurred because General Dynamics employees
reimbursed the expenses.

The Committee also asserts that the text of the solicitation
letter "is simply not coercive."” PFurther, the Committee states
that the issue of bundling and direction and control by the
corporation over the contributions does not arise as "none of the
contributions raised by the event were delivered through a
conduit.” The Committee states, "Since, however, the checks in
this case were sent directly to the Committee or given to a
Committee representative at the event, there was no need to
disclose any conduit information under the Commission’s
regulations.” The Gejdenson Committee calls on the Commission to

dismiss the conplaint.3

3. The Gejdenson Committee’s response contains an extensive
discussion regarding the use of corporate letterhead, citing prior
enforcement matters. However, the complaint does not allege that
the use of corporate letterhead was itself a violation. Rather,
the complainants state that given that the solicitation was on
corporate letterhead, it would be reasonable to assume corporate
resources were used. In fact, this assumption turned out to be
accurate.




Analysis
i. 441b violation

General Dynamic’s solicitation of its submarine program
suppliers does not fall within any of the Act'’'s exemptions from
Section 441b(a)’s broad prohibition on corporate contributions and
expenditures. The letter does not qualify as a solicitation of a
permissible class because those solicited were corporate vendors,
not stockholders, employees or personnel of the corporation. Nor
does it qualify as an inadvertent or accidental solicitation under
11 C.P.R. § 114.5(h) as General Dynamics contends. That provision
applies only where a corporation, having exercised "best efforts"”
regarding a solicitation of its permissible class, accidentally or
inadvertently goes beyond that class and then takes immediate

4

corrective action. In this instance, the solicitation

purposefully targeted corporate vendors alone, a group which
neither the corporation nor its separate segregated fund were
permitted to solicit under any circumstances. Although the
corporation attempted corrective action after discovering its
prohibited involvement in the solicitation, there is no evidence
that respondents exercised "best efforts" in the first place to

avoid soliciting outside the permissible class. Such efforts are

4. In transmitting 11 C.F.R. § 114.5(h) to Congress, the
Commission stated that it recognized that because of sales of
stock or turnover in employees or members, a corporation may
accidentally or inadvertently solicit an individual beyond its
permissible group. The Commission went on to state that if the
corporation has used its best efforts to maintain updated
informaticn and if the error is corrected immediately, it would
not be deemed to be a violation. See Explanation and
Justification for Proposed Regulations, Jan. 12, 1977.




required for Section 114.5(h) to apply. Rather than accidentally
reaching beyond its permissible class, General Dynamics’ entire
solicitation was prohibited from the outset.

Contrary to assertions by counsel for the Gejdenson
Committee, the General Dynamics’ solicitation in no way resembles
activity that qualifies for the volunteer exemption under
11 C.P.R. § 114.9. The General Dynamics fundraising effort was
initiated at the behest and direction of corporate managers,
carried out on company time using corporate staff, facilities, and
vendor lists. Moreover, the managers admit that certain costs of
the solicitation/mailing were charged directly to a General
Dynamics corporate account. “The plain intent of [11 C.P.R.

§ 114.9(a)] . . . excludes from the scope of ’'individual volunteer
activity’ collective enterprises wvhere the top executives of firms
direct their subordinates in fundraising projects . . ., use
resources of the corporation such as lists of vendors and
customers . . ., or attempt to ensure that the corporation is the

beneficiary of the candidate’s appreciation . . . ." See MUR

1690, General Counsel’s Report dated October 2, 1986. See also

MUR 3540. Based on this analysis and the evidence provided, the
General Dynamics fundraising scheme is not individual volunteer
activity, but clearly represents a corporate effort to facilitate
the making of contributions to a particular candidate, and is
prohibited. 1Indeed, General Dynamics itself does not even argue
that the solicitation falls within the volunteer exemption.
Although the corporation does assert that Mr. Ruencel’s original

intent was that the solicitation be "personal” rather than
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corporate, General Dynamics acknowledges that the result was an
impermissible corporate solicitation. Attachment A, 6.

Gejdenson Committee counsel suggests, Attachment B-2, PN 1,
that a corporate PAC or a candidate’s committee could reimburse a
corporation for individual volunteer activity without incurring a
corporate contribution. Counsel blends and confuses regulatory
provisions 11 C.F.R. §§ 114.9(a), 114.9(c) and 114.9(d). The
first deals with the occasional, isolated or incidental use of
corporate facilities for individual voluntary activity by
corporate employees and stockholders. The latter two concern the
use or rental of corporate facilities by persons (including
political committees) other than employees and stockholders to
produce materials or conduct other activities in connection with
an election. Section 114.9(a), unlike the other two provisions,
requires that the actual individuval volunteer employee/stockholder
must reimburse the corporation for the use of corporate
facilities. Purthermore, Section 114.9(d), which provides for

committee reimbursement, is limited to use of facilities, and

would not extend to services provided by corporate employees. See

MURs 3540 and 2185.

With respect to the complainant’s charge that the
Respondents acted as a conduit and may have exercised “"direction
and control"®" over the contributions, it is clear that as a
corporation General Dynamics is strictly prohibited from acting as
a conduit at all. See 11 C.F.R. § 110.6. Nevertheless, although
General Dynamics’ solicitation of its vendors was a violation of

Section 441b, the corporation apparently took steps which
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prevented its receipt of the solicited contributions, except for
two which it indicates that it returned to the contributors upon
receipt. Thus, from the evidence at hand it does not appear that
the corporation acted as a conduit or exercised any direction and
control over any contributions given to the Gejdenson Committee.

In summary, General Dynamics used corporate resources for a
letter sent to its vendors which solicited contributions for Sam
Gejdenson, a clearly identified federal candidate. Thus, it
appears that General Dynamics violated 2 U.S.C. § 441b(a).
Section 441b(a) also imposes liability on corporate directors who
consent to corporate contributions. 1In this matter, Neil D.
Ruenzel and Craig B. Haines, Jr., both corporate Directors,
consented to this activity. Accordingly, it appears that they
each violated 2 U.S.C. § 441b(a).

ii. 441c violation

It appears that General Dynamics is a government contractor.
The General Dynamics’ letter to its vendors at issue in this

matter states that: "efforts to obtain release of appropriated

funds for a third SEAWOLF submarine are being actively pursued

with our Washington based Congressional representatives," and
Congressman Gejdenson is touted as a "key supporter"™ of the
SEAWOLF submarine program. It further states that "[w]e have all
been beneficiaries of his efforts,” inviting the vendors to "show
your appreciation and to express continued support . . . by
attending a fundraising reception . . . in support of his
re-election campaign."” In addition, in his affidavit Mr. Haines

indicates that the corporation has "government contracts."




Section 44lc(a)(l) prohibits any person who enters into a
contract with the United States or any department or agency
thereof from directly or indirectly making any contribution of
money or anything of value to any political committee or candidate
for public office if payment for the performance from such
contract is to be made in whole or part from funds appropriated by
the Congress. 2 U.S.C. § 441c(a)(l). In this matter, General
Dynamics, an apparent federal contractor, used corporate resources
and solicited contributions from its vendors for a federal
candidate. Thus, it appears that General Dynamics violated
2 U.S.C. § 441c(a)(1).

iii. Gejdenson Committee

As to the Gejdenson Committee and its treasurer, they assert

that they believed the solicitation fell within the volunteer
exemption. As noted above, such exemption does not apply.
Bowever, there is no evidence that the Committee authorized the
solicitation, or that they were aware that General Dynamics’
solicitation letter was undertaken by the corporation. Nor is
there evidence that the Committee was aware that General Dynamics
intended to facilitate the making of contributions to the
Committee. 1In addition, there is no evidence that the Committee,
its treasurer or any agent of the committee solicited the
contribution from General Dynamics, which would indicate a
violation of the prohibition on soliciting government contractors
set forth at 2 U.S.C. § 441c(a)(2). Thus, this Office recommends
that the Commission find no reason to believe that the Gejdenson

Committee and its treasurer Patricia Lagrega, violated 2 U.S.C.




§ 441b(a) or 2 U.8.C. § 4dlc(a)(2).°
III. DISCUSSION OF CONCILIATION AND CIVIL PENALYY

-16-

9 General Dynamics’ response states that corporate funds were
not used "in connection with the fundraiser," apparently referring
to the event held on July 6, 1994. Despite this assertion, the
source of funds for the event itself is not known. The Gejdenson
Committee’s 1994 October Quarterly Report covering 6/29/94 through
9/30/94 lists only one contributor identified as a General
Dynamics employee (notably with the Electric Boat Division). We
cannot identify the vendors solicited as they would not appear as
General Dynamics employees. HNMoreover, if those vendors
contributed the amount requested by the solicitation ($100), their
contributions would likely be unitemized and no identification
would appear on the Committee’'s disclosure reports at all. We
note that General Dynamics'’ separate segregated fund contributed
$5,000 to the Committee during the 1993-94 election cycle. _




Merge Pre-NUR 301 into NUR 4005, and hereinafter refer
to this matter as RUR 4005.

Pind reason to believe that General Dynamics Corporation
violated 2 U.S.C. § 441b(a) and 2 U.S.C. § 441c(a)(1).

Find reason to believe that Neil D. Ruensel and Craig B.
Haines, Jr. violated 2 U.8.C. § 441b(a).

Find no reason to believe that the Sam Gejdenson
Re-election Committee and Patricia Lagrega, as
treasurer, violated 2 U.S.C. § 441b(a) or

2 U.8.C. § 441c(a)(2) and close the file as it relates
to these respondents.







FEDERAL ELECTION COMMISSION

WASHINCTON DC 04t

LAWRENCE M. NOBLE
GENERAL COUNSEL

MARJORIE W. EMNONS/BORMIE J. ROSS
COMMISSION SECRETARY

FEBRUARY 7, 1995

MUR 4005/PRE-MUR 301 - PIRST GENERAL COUMSEL'S
REPORT DATED FPEBRUARY 1,
1995.

The above-captioned document was circulated to the
Commission on _Thursday., Pebruary 2, 1995 at 11:00 a.m..

Objection(s) have been received froa the
Commissioner(s) as indicated by the name(s) checked below:
Commissioner Aikens XXX

Commissioner Elliott XXX

Commissioner AcDonald
Commissioner RcGarry
Commissioner Potter

Commissioner Thomas

This matter will be placed on the meeting agenda

for Tuesday., February 14, 1995

Please notify us who will represent your Division before
the Commission on this matter.




BEFORE THE PEDERAL BLECTION COMMISSION

Iin the Ratter of
NUR 4005 AND

General Dynamics Corporation PRE-NUR 301
Blectric Boat Division;

Neil Ruensel;

Craig B. Haines, Jr.;

Sam Gejdenson Re-election
Committee;

Patricia Tedisco Lagrega,
Treasurer

- N N S N P P P "
ki

CERTIPICATION

4

4

1, Marjorie W. Emmons, recording secretary for the

e i
' [ Pederal Election Commission executive session on
0 Pebruary 28, 1995 do hereby certify that the Commission
C O decided by a vote of S-1 to take the following actions :
- ™ with respect to MUR 4005 and Pre-MUR 301: j;
-~
P 1. Merge Pre-MUR 301 into MUR 4005, and &,
) hereinafter refer to this matters as C
ip] MUR 400S5.
O~

2. Find reason to believe that General
Dynamics Corporation violated 2 U.S.C.
§ 441b(a) and 2 U.S.C. § 441c(a)(l).

Find reason to believe that Neil D.
Ruenzel and Craig B. Haines, Jr.
violated 2 U.S.C. § 441b(a).

(continued)



Pederal Election Commission
Certification: MUR 4005
Pebruary 28, 1995

Find no reason to believe that the 4
San Gejdenson Re-election Committee &
and Patricia Lagrega, as treasurer, 3
violated 2 U.8.C. § 441b(a) or 2
2 U.8.C. § 441c(a)(2) and close the '
file as it relates to these respondents.

Bnter into conciliation with the
following respondents prior to a
finding of probable cause to believe:

a) General Dynamics Corporation;
b) Neil D. Ruenszel;
-r c) Craig B. Haines, Jr.

Approve the Pactual and Legal Analysis,
conciliation agreement, and the
appropriate letters as recommended in
the General Counsel’s February 1, 1995
report

Commissioners Aikens, McDonald, McGarry, Potter, and

Thomas voted affirmatively for the decision; Commissioner

Elliott dissented.

Attest:

223 -94

Date

aarjorxe.W. Amons
ecretary of the Commission



FEDERAL ELECTION COMMISSION

WASHINCION. D 2040}

March 8, 1995

David W. DeBruin, Esquire
Jenner & Block

601 Thirteenth Street, N.W.
Twelfth Ploor

Washington, D.C. 20005

RE: MUR 4005

General Dynamics Corporation
Craig B. Haines, Jr.

Neil D. Ruenzel

Dear Mr. DeBruin:

Oon July 1, 1994, the Federal Election Commission notified
your clients, General Dynamics Corporation, Neil D. Ruenzel, and
Craig B. Haines, Jr., of a complaint alleging violations of
certain sections of the Federal Election Campaign Act of 1971, as
amended ("the Act"). A copy of the complaint was forwarded to
your clients at that time.

Upon further review of the allegations contained in the
complaint, and information your clients supplied in connection
with Pre-NRUR 301, the Commission, on Pebruary 28, 1995, found that
there is reason to believe General Dynamics Corporation violated
2 U.S.C. §§ 441b(a) and 441c(a)(l), provisions of the Act. On the
same day, the Commission found reason to believe that Neil D.
Ruenzel and Craig B. Haines, Jr., violated 2 U.S.C. § 441b(a).

The Pactual and Legal Analysis, which formed a basis for the
Commission’s findings, is attached for your information. On
February 28, 1995, the Commission also determined to merge Pre-MUR
301 into MUR 400S5. Both matters will now be known as MUR 400S.

You may submit any factual or legal materials that you
believe are relevant to the Commission’s consideration of this
matter. Please submit such materials to the General Counsel’s
Office within 15 days of your receipt of this letter. Where
appropriate, statements should be submitted under ocath. 1In the
absence of additional information, the Commission may find
probable cause to believe that a violation has occurred and
proceed with conciliation.

In order to expedite the resolution of this matter, the
Commission has also decided to offer to enter into negotiations
directed towards reaching a conciliation agreement in settlement
of this matter prior to a finding of probable cause to believe.
Enclosed is a conciliation agreement the Commission has approved.




David W. DeBruin, Esquire
Page 2

If you are interested in expediting the resolution of this
matter by pursuing preprobable cause conciliation and if you agree
with the provisions of the enclosed agreement, please sign and
return the agreement along with the civil penalty to the
Commission. In light of the fact that conciliation negotiations
prior to a finding of probable cause to believe are limited to a
maximum of 30 days, you should respond to this notification as
soon as possible.

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.

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

If you have any questions, please contact Frances B. Hagan,
the staff member assigned to this matter, at (202) 219-3400.

/Sincerely,
.‘ |

3 : 4
tJ S "/r : /
\ )Jc:mmz; & £ Gia g
‘Danny L. McDonald
Chairman

Enclosures
Factual and Legal Analysis
Conciliation Agreement

cc: Daniel S. Hapke, Jr., Esquire




FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
RESPONDENTS : General Dynamics Corporation MUR 4005
Neil D. Ruenzel
Craig B. Haines, Jr.

This matter was generated sua sponte by the General Dynamics
Corporation to the Federal Election Commission ("the Commission")
See 2 U.S.C. § 437g(a)(2). This matter was also general by a
complaint filed with the Federal Election Commission by Thomas J.
Diascro, Jr., on behalf of the Munster for Congres-94 Committee.
See 2 U.5.C. § 437g(a)(1).

A. Statement of the Law

Pursuant to Section 441b(a) of the Federal Election Campaign
Act of 1971, as amended (the “"Act"), corporations are prohibited
from making contributions or expenditures from their general

treasury funds in connection with any election of any candidate

for federal office. Section 441b(a) further prohibits any officer

or director of any corporation from consenting to any contribution
or expenditure by the corporation. The Act broadly defines a
contribution or expenditure by a corporation to cover "any direct
or indirect payment, distribution, loan, advance, deposit, or gift
of money, or any services, or anything of value” made to any
candidate, campaign committee, or political party or organization,
in connection with any federal election. 2 U.S.C. § 441b(b)(2).
The Act provides specific exemptions from the definition of

contribution or expenditure, thereby setting forth permissible




bounds of corporate activity in connection with a federal
election. 2 U.S.C. § 441b(b)(2). A corporation may make
expenditures toward the establishment, administration, and

solicitation of contributions to a separate segregated fund to be

utilized for political purposes by the corporation. 2 U.S.C.

§ 441b(b)(2)(C) A corporation may also make partisan
communications to its stockholders and executive or administrative
personnel, and solicit contributions for its separate segregated
fund from such persons. 2 U.S.C. §§ 441b(b)(2)(A) and (4)(B). A
corporation may also make two written solicitations for
contributions to its fund per year from its employees other than
its executive or administrative personnel, but these solicitations
must be sent by mail sent to their residences. 2 U.S.C.

§ 441b(b)(4)(B).

Although a corporation may suggest in a communication sent
to stockholders and executive or administrative personnel that
they contribute to a particular candidate or committee, a
corporation may not step beyond "communication” to actually
collect contribution checks or otherwise "facilitate the making of
contributions to a particular candidate or political committee,
other than its separate segregated fund . . . ." H.R. Doc No.
95-44 at 104 (Jan. 12, 1977)(Explanation and Justification
accompanying 11 C.F.R. § 114). See Advisory Opinions 1987-29,
1986-4, 1982-29 and 1982-2, and 1986-4, footnote 5.

A contributor may earmark his or her contribution to a
federal candidate through an intermediary or conduit. 2 U.S.C.

§ 441la(a)(8). Corporations, however, are explicitly forbidden




from acting as conduits for candidates or their committees.

11 C.P.R. § 110.6(b)(2)(ii). The Commission’s regulations
specifically provide that if an intermediary exercises any
"direction or control®™ over the choice of the recipient candidate,
the entire amount of the contribution shall be considered a
contribution from the intermediary. See 11 C.F.R.

§§ 110.6(b)(2)(ii) and 110.6(d).1 Following Congress’ broadly
expressed intent, corporations that exercise any direction and
control over contributions are responsible for those contributions
as well as the costs associated with the solicitation of them,
i.e., the contributions themselves are chargeable to the
corporation.

Under 11 C.P.R. § 114.5(h), an accidental or inadvertent
solicitation by a corporation of persons apart from and beyond
those whom it is permitted to solicit will not be deemed a
violation, provided that such corporation has used its best
efforts to comply with the limitations reqarding the persons it
may solicit and that the method of solicitation is corrected
forthwith after the discovery of such erroneous solicitation.

Commission regulations furthei exempt the occasional,
isolated or incidental use of a corporation’s facilities for

individual volunteer activity in connection with a federal

1. The Commission’s regulations governing earmarked
contributions are based on the House Report accompanying the 1974
amendments to the Act, which provides that "‘if a person exercises
any direct or indirect control over the making of a contribution,
then such contribution shall count toward the limitation imposed
with respect to such person under’" the Act. 54 Fed. Reg. 34098
at 34107 (Aug. 17, 1989)(quoting H.R. Rep. No. 93-1239, 93d Cong.,
2d Sess. 16 (1974)(emphasis added)).




election by stockholders and employees. 11 C.F.R. § 114.9(a).
Bmployees must reimburse the corporation for increased overhead or
operating costs. Id. An employee making more than occasional,

isolated, or incidental use of corporate facilities for individual

volunteer activity must reimburse the corporation within a

commercially reasonable time for the normal and usual rental
charge. 11 C.FP.R. § 114.9(a)(2). Moreover, any person who uses
corporate facilities to create materials in connection with a
federal election must reimburse the corporation in a commercially
reasonable time for the normal and usual charge. 11 C.F.R.

§ 114.9(c). Section 114.9(d) provides that persons, other than
stockholders and employees of a corporation, as specifically
mentioned in Section 114.9(a), may use corporate facilities such
as telephones or typewriters or office furniture for activity in
connection with an election, but they must reimburse the
corporation within a commercially reasonable time in the amount of
the normal and usual rental charge for the use of the facilities.
11 C.F.R. § 114.9(d).

Under 2 U.S.C. § 441c(a), it is unlawful for any government
contractor directly or indirectly to make any contribution of
money or other things of value, or to promise such contribution to
any political party, committee, or candidate for public office or
to any person for any political purpose or use. Additionally, a
federal contractor is prohibited from acting as a conduit, as the
Commission’s regqulation provide that any person prohibited from
making a contribution or expenditure in connection with an

elaction for Federal office shall be prohibited from acting as a




conduit for contributions earmarked to candidates or authorized
committees. 11 C.F.R. § 110.6(b)(2)(E)(ii).

B. Allegations

The complainants allege that violations of the Act occurred

when a Directok of General Dynamics Electric Boat Division sent a

fundraising letter to the corporation’s Connecticut vendors on
behalf of the Sam Gejdenson Re-election Committee.

Complainants assert that it is reasonable to assume that the
corporation incurred expenses through the costs of paper, labor,
computer time, photocopying and postage because the fundraising
letter was printed on General Dynamics Corporation stationery and
signed by a corporate employee. Complainants further allege that
specific wording of the solicitation "implies a ’'payback’ for past
legislative activity" or the "threat of reduced future subcontract
business"” if the corporation’s suppliers failed to heed General
Dynamics’ invitation to show support for the congressman by
attending the fundraising reception. See Complaint at 1. 1In
addition, the complaint states that General Dynamics intended to
bundle contributions to "increase the impact of their . . .
donation"” to the Gejdenson campaign, and to circumvent and/or
complement any contributions made by its separate segregated fund.
Id. at 2.

C. Responses

In addition to filing this matter sua sponte, General
Dynamics responded to the complaint. General Dynamics replied
that Electric Boat’s Communications Director Neil D. Ruenzel

initiated the fundraising ietter and reception because of




Congressman Gejdenson’s "strong support for the company’s

Mr. Ruenzel stated that before departing for

submarine programs.”

a 10-day vacation he sent a note to C.B. Haines, Jr., Electric

Boat’'s Director of Materials Acquisition, asking him to send a

-

letter to the company'’'s Connecticut-based vendors seeking their

support at the reception to be held July 6, 1994. Mr. Ruenzel

states that before he left for vacation, he requested that

"had access to the

Mr. Haines send the letter because Mr. Haines

list” of suppliers for the General Dynamics’ submarine programs.

Mr. Ruenzel stated that he left no specific instructions, but

assumed the correspondence would not be on corporate letterhead

and that the corporation would not collect or forward the

contributions to the candidate. He stated that he believed in

good faith that such a communication would be permissible under

the Act. Mr. Ruenzel states that “(i)n recent years, General

Dynamics and its vendors frequently have worked together to

support these programs before the United States Congress."

In his affidavit, Mr. Haines avers that he had never before

sent a campaign-related letter, that he was not familiar with

95043861 453

election laws, but that he was willing to help with the

He enlisted his own staff as well as the

fundraiser.

Communications Department to prepare the letter. According to his

statement, Mr. Haines understood that the Communications

Department approved the letter, thus he believed it complied with

federal requirements. Mr. Haines declares that the costs

associated with the June 22, 1994, letter were charged to a

"designated cost separation shop order™ rather than to a
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government contract.

In their sua sponte submission and in their response to the

complaint, General Dynamics states that once the corporation’s

legal department learned of the solicitation letter on June 24,

1994, it took immediate action to correct it. That same day, the

company sent a second letter to the same addressees "via telecopy

and regular mail" advising that the corporation could not accept

contributions on behalf of Mr. Gejdenson, and that any such

Respondents state that as a

contributions would be returned.

they received only two contributions,

result of their efforts,

which were returned to donors. Also on June 24, General Dynamics

faxed a letter to the Commission’s General Counsel explaining

these events, and generating Pre-MUR 301.

In addition, the corporation apparently is implementing a

company-wide training program for its executive and administrative

General Dynamics is also

staff regarding the Act’s requirements.

establishing new policies and controls to supplement the corporate

policy handbook.

Respondents also state that General Dynamic’s executive and

administrative officers reimbursed the corporation approximately

$600 it assessed in connection with the initial solicitation.

Enclosed with the response is the signed statement from Donald G.

Norman, Vice President of General Dynamic’s Electric Boat

Division, attesting to the corporation’s receipt of the $600

As to solicitation costs, the responses do not

reimbursement.

disclose the number of persons solicited, but General Dynamics

valued the cost of paper, photocopying and postage for the initial



letter at $600. However, this amount does not include the value

of the corporate mailing list or the costs of staff time necessary

to create, review and mail such a solicitation. Nor does it
consider the cost of material and staff time for the second
mailing and facsimile transmissions.

General Dynamics argues that no violation occurred and no
further action should be taken. Respondents base this argument on
the exemption at 11 C.F.R. § 114.5(h), asserting that this
regulation applies because the solicitation was accidental and
inadvertent. They also state that the solicitation was originally
intended to be "personal,” not corporate, and that once the
activity came to corporate counsel’s attention, the corporation
acted in good faith to immediately clarify the solicitation and
bring its actions to the Commission’s attention. They vigorously
dispute that the solicitation was coercive.

D. Analysis
i. 441b violation

General Dynamic’s solicitation of its submarine program
suppliers does not fall within any of the Act’s exemptions from
Section 441b(a)’s broad prohibition on corporate contributions and
expenditures. The letter does not gqualify as a solicitation of a
permissible class because those solicited were corporate vendors,
not stockholders, employees or personnel of the corporation. Nor
does it qualify as an inadvertent or accidental solicitation under
11 C.F.R. § 114.5(h) as General Dynamics contends. That provision
applies only where a corporation, having exercised "best efforts"”

reqarding a solicitation of its permissible class, accidentally or




inadvertently goes beyond that class and then takes immediate

corrective action.2

In this instance, the solicitation
purposefully targeted corporate vendors alone, a group which
neither the corporation nor its separate segregated fund were
permitted to solicit under any circumstances. Although the -~
corporation attempted corrective action after discovering its
prohibited involvement in the solicitation, there is no evidence
that respondents exercised "best efforts" in the first place to
avoid soliciting outside the permissible class. Such efforts are
required for Section 114.5(h) to apply. Rather than accidentally
reaching beyond its permissible class, General Dynamics’ entire
solicitation was prohibited from the outset.

Moreover, the General Dynamics’ solicitation in no way
resembles activity that qualifies for the volunteer exemptior
under 11 C.F.R. § 114.9. The General Dynamics fundraising effort
was initiated at the behest and direction of corporate managers,
carried out on company time using corporate staff, facilities, and
vendor lists. Moreover, the managers admit that certain costs of
the solicitation/mailing were charged directly to a General

Dynamics corporate account. "The plain intent of [11 C.F.R.

§ 114.9(a))] . . . excludes from the scope of ’individual volunteer

2. In transmitting 11 C.F.R. § 114.5(h) to Congress, the
Commission stated that it recognized that because of sales of
stock or turnover in employees or members, a corporation may
accidentally or inadvertently solicit an individual beyond its
permissible group. The Commission went on to state that if the
corporation has used its best efforts to maintain updated
information and if the error is corrected immediately, it would
not be deemed to be a violation. See Explanation and
Justification for Proposed Regulations, Jan. 12, 1977.




activity’ collective enterprises where the top executives of firms
direct their subordinates in fundraising projects . . ., use

resources of the corporation such as lists of vendqrs and

customers . . ., or attempt to ensure that the corporation is the

beneficiary of the candidate’s appreciation . e See MUR
1690, General Counsel’'s Report dated October 2, 1986. See also
MUR 3540. Based on this analysis and the evidence provided, the
General Dynamics fundraising scheme is not individual volunteer
activity, but clearly represents a corporate effort to facilitate
the making of contributions to a particular candidate, and is
prohibited.

With respect to the complainant’s charge that the
Respondents acted as a conduit and may have exercised “"direction
and control® over the contributions, it is clear that as a
corporation General Dynamics is strictly prohibited from acting as
a conduit at all. See 11 C.F.R. § 110.6. Nevertheless, although
General Dynamics’ solicitation of its vendors was a violation of
Section 441b, the corporation apparently took steps which
prevented its receipt of the solicited contributions, except for
two which it indicates that it returned to the contributors upon
receipt. Thus, from the evidence at hand it does not appear that
the corporation acted as a conduit or exercised any direction and
control over any contributions given to the Gejdenson Committee.

In summary, General Dynamics used corporate resources for a
letter sent to its vendors which solicited contributions for Sam
Gejdenson, a clearly identified federal candidate. Therefore,

there is reason to believe that General Dynamics violated 2 U.S.C.
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§ 441b(a). Section 441b(a) also imposes liability on corporate
directors who consent to corporate contributions. 1In this matter,
Neil D. Ruenzel and Craig B. Haines, Jr., both corporate

Directors, consented to this activity. Therefore, there is reason

to believe that Neil D. Ruenzel and Craig B. Haines, Jr. violated

2 U.S.C. § 441b(a).
ii. 441c violation

It appears that General Dynamics is a government contractor.
The General Dynamics’ letter to its vendors at issue in this
matter states that: "efforts to obtain release of appropriated
funds for a third SEAWOLF submarine are being actively pursued
with our Washington based Congressional representatives,” and
Congressman Gejdenson is touted as a "key supporter” of the
SEAWOLF submarine program. It further states that "[w]e have all
been beneficiaries of his efforts," inviting the vendors to "show
your appreciation and to express continued support . . . by
attending a fundraising reception . . . in support of his
re-election campaign.” In addition, in his affidavit Mr. BHaines
indicates that the corporation has "government contracts.”

Section 441c(a)(l) prohibits any person who enters intc a
contract with the United States or any department or agency
thereof from directly or indirectly making any contribution of
money or anything of value to any political committee or candidate
for public office if payment for the performance from such
contract is to be made in whole or part from funds appropriated by
the Congress. 2 U.S.C. § 44l1c(a)(l). 1In this matter, General

Dynamics, an apparent federal contractor, used corporate resources




and solicited contributions from its vendors for a federal

candidate. Therefore, there is reason to believe that General

Dynamics violated 2 U.S8.C. § 44lc(a)(1l).
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March 8, 1995

Robert F. Bauer, Bsquire
Perkins Cole

607 Fourteenth Street, N.W.
washington, D.C. 20005-2011

RE: MUR 4005
Sam Gejdenson Re-election Committee
Patricia Tedisco Lagrega, as treasurer

Dear Mr. Bauer:

On July 14, 1994, the Federal Election Commission notified
your clients of a complaint alleging violations of certain
sections of the Federal Election Campaign Act of 1971, as amended.

On February 28, 1995, the Commission found, on the basis of
the information in the complaint, and information you provided,
that there is no reason to believe the Sam Gejdenson Re-election
Committee and Patricia Tedisco Lagrega, as treasurer, violated

2 U.8.C. §§ 441b(a) or 44lc(a)(2). Accordingly, the Commission
closed its file in this matter as it pertains to your clients.

This matter will become a part of the public record within
30 days after the file has been closed with respect to all other
respondents involved. The Commission reminds you that the
confidentiality provisions of 2 U.S.C. §§ 437g(a)(4)(B) and
437g(a)(12)(A) remain in effect until the entire matter is closed.
The Commission will notify you when the entire file has been
clcosed.

Sincerely,

Lawrence M. Noble
General Counsel

los (o. lemes |
Lois G. Lerner @

Associate General Counsel
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March 21, 1995

By Messenger

Frances B. Hagan, Esqg.

Office of the General Counsel
Federal Election Commission
Washington, D.C. 20463

G, {1 <€ 1]

Re: MUR 4005

Dear Ms. Hagan:

Thank you for taking the time to discuss this
matter with me yesterday. As we discussed, on behalf of
General Dynamics Corporation, Craig B. Haines, Jr., and Neil
D. Ruenzel, I formally request an extension of time to April
4, 1995 to respond to the Commission’s letter of March 8,
1995 (which I received on March 13). I am scheduled to be
out of the office from March 24 until April 3, and do not
believe I can prepare a response to the Commission’s letter
before I depart. As you know, I tried to contact you last
week to discuss this case; I am sorry that I did not make
this request for an extension of time sooner.

Thank you for your accommodation.
Sincerely,

bk, LB—

David W. DeBruin

cc: Daniel S. Hapke, Jr., Esqg.




FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20463

March 23, 1995

David W. DeBruin, Esquire
Jenner & Block

601 Thirteenth Street, N.W.
*welfth Floor

washington, D.C. 20005

RE: MUR 4005

General Dynamics Corporation
Neil D. Ruenzel

Craig B. Haines, Jr.

Dear Mr. DeBruin:

This is in response to your letter dated March 21, 1995,
which ve received on March 22, 1995, requesting an extension until
April 4, 1995 to respond to the Commission’'s reason to believe
findings and proposed conciliation agreement. After considering
the circumstances presented in your letter, the Office of the
General Counsel has granted the requested extension. Accordingly,

your response is due by the close of business on April 4, 1995.

In addition, as we discussed by telephone March 20, 1995,
this will confirm a scheduled meeting with you on Thursday,
April 6, 1995 at 11 a.m. in our sixth floor offices to discuss
conciliation in this matter.

If you have any questions, please contact me at (202)
219-3400.

Sincerely,

~ by !
Gllrcan > T2

Frances B. Hag;ﬂ
Paralegal Specialist
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April 4, 1995

By Messenger

Office of the General Counsel
Attn: Frances B. Hagan
Federal Election Commigssion
Washington, D.C. 20463

,
L]

Re: MUR 4005
General Dynamics Corporation
Craig B. Haines, Jr.
Neil D. Ruenzel

4

|

Dear Ms. Hagan:

General Dynamics Corporation, Craig B. Haines, Jr.
and Neil D. Ruensel (collectively, for purpcses of this
letter, “General Dynamics") offer this letter in response to
Chairman Danny L. McDonald’s letter to me dated March 8,
1995

O
O
e
.'V
o
wn
(€8

General
Dynamics submits that the following factors warrant special
consideration by the Commission:

° The solicitation for Congressman Gejdenson was
initiated by Mr. Ruenzel, the Director of




Office of the General Counsel

April 4, 1995
Page 2

Communications for General Dynamics’ Electric
Boat Division (and a retired military officer
and former Director of Public Affairs for the
United States Coast Guard Academy). Mr.
Ruenzel intended that the solicitation would
involve only personal volunteer campaign
activity (with at most incidental and per-
missible use of corporate facilities):; he
assumed that the solicitation would not be
made on company letterhead and that General
Dynamics would not be involved in any way in
collecting or forwarding contributions to Mr.
Gejdenson. §See Response, Exhibit 1 at § 2
(Declaration of Mr. Ruenzel). The Commission
repeatedly has made clear that solicitations
by corporate officials (even when clearly
identified with the corporation, such as
through the use of corporate letterhead) -- as
distinct from corporate financing of political
activity -- is permissible under the Act.
See, ©.9., MUR 3066 (Statement of Reasons of
Commissioner Thomas J. Josefiak) (reviewing
Advisory Opinions and MURs). See also 11
C.F.R. § 114.9(a) (1) (corporate employee may
engage in volunteer political activity and,
in doing so, may make “occasional, isolated,
or incidental use"™ of corporate facilities):;
11 C.F.R. § 114.9(a) (1) (iii) (activity that
does pot exceed one hour per week or four
hours per month generally is considered as
"occasional, isolated, or incidental use"™ of
corporate facilities).

Because of the unusual fact that Mr. Ruenzel
was about to leave on a previously scheduled
vacation, Mr. Ruenzel requested that Mr.
Haines assist him with the solicitation.

Mr. Haines is the Director of Materials
Acquisition at Electric Boat, and is at the
same level as Mr. Ruenzel within the corporate
organization. Mr. Haines agreed to assist Mr.
Ruenzel with the solicitation. See Response,
Exhibit 2 at § 3 (Declaration of Mr. Haines).
However, Mr. Haines was not familiar with
campaign-related matters, and the letter he
ultimately sent did not include the pre-
cautions Mr. Ruenzel had assumed would be
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April 4, 1995
Page 3

followed: thus, Mr. Haines’ letter used
corporate letterhead, and stated that con-
tributions could be sent to the Gejdenson
Reelection Committee in care of Mr. Ruenzel
at Electric Boat.

General Dynamics’ corporate office learned of
Mr. Haines’ letter on June 24, two days after
it was sent. General Dynanlcs immediately,

on that same day (and in fact within hours),
caused a second letter to be sent (by fax and
by mail) to the same recipients, making clear
that General Dynamics would not accept any
contributions on behalf of Mr. Gejdenson.

See Response, Exhibit 3. The letter went as
far as General Dynamics believed it could go
to distance the corporation from the solici-
tation (thus, the June 24 letter obviously
did not urge the recipients pot to support
Mr. Gejdenson).

Oon the same day, June 24, General Dynamics
voluntarily brought this matter to the
attention of Mr. Noble, before any complaint
was filed with the Commission. See Response,
Exhibit 4.

As a result of the corporation’s immediate
response in connection with the June 24
letter, it received only two contributions
for Mr. Gejdenson, which were returned to
the contributors.

All of the non-incidental costs associated
with the solicitation were reimbursed to the
corporation by executive and administrative
volunteers within a commercially reasonable
time. See Response, Exhibit 5. Thus, General
Dynamics was reimbursed for the costs of
paper, copying and postage. These costs had
been charged to a separate "shop order"”
specifically to jnsure that they could be
separately identified and repaid, and to
insure that they would not be included in the
overhead expenses that are charged to the
government in connection with various federal
procurement contracts. The company was not
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reimbursed for the use of the mailing list
because the list of Connecticut-based vendors
is not a trade secret and has little or no
intrinsic value.

General Dynamics had in place at the time of
this incident, and had promulgated to all of
its employees, a broad corporate directive
that: “No company funds or other assets are
to be contributed or loaned, directly or in-
directly, to any political party or to the
campaign for or against any candidate for
political office if prohibited by Federal,
state, local, or foreign law."” See Response,
Exhibit 6, page 11 (emphasis added). The
directive continues: "“Where corporate
political contributions are legal, such

contributions are to be made from funds

Directors only.” Id. (emphasis added). 1In
addition, following this incident, General

Dynamics already has implemented an election
lav compliance program at both its Electric
Boat and Land Systems Divisions. This case
resulted largely from the fact that Mr.
Ruenzel, the Director of Communications at
Electric Boat (and the person most familiar
with election law compliance issues),
initiated this effort intending it to be
legitimate personal volunteer activity, but
then was unavailable to make sure that the
solicitation was pot carried out in such a
way that it included a potential contribution
from the corporation itself.

As a result of these facts, General Dynamics
strongly submits that no violation of the Federal Election
Campaign Act occurred, as the Act has been interpreted in
previous Commission decisions. See, e.g., MUR 3066
(Statement of Reasons of Commissioner Thomas J. Josefiak)
(reviewing Advisory Opinions and MURs). Critically, the
corporation did not pay any non-incidental costs associated
with the solicitation, and the solicitation was not sent
pursuant to any corporate compulsion. See MUR 2271 (no
violation of the Act found even though law firm partner
sent solicitation on firm stationery and used secretarial
assistance; Office of General Counsel had recommended that
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Office of the General Counsel
April 4, 1995
Page S5

violation be found based on use of secretarial help).
Rather, the solicitation in this case fairly may be charac-
terized as involving only personal volunteer campaign
activity and the permissible jincidental use of corporate
facilities, with all pon-incidental costs reimbursed to
the corporation. §See, 9.9., MUR 1261 (no violation found
even though corporate executive sent solicitation on
corporate letterhead, signed by employee identified as an
officer of the corporation):; MUR 2271, gupra: MUR 2541

(no violation found even though political advertisement
identified sponsor as an officer of the corporation): MUR
3066 (no violation found even though corporate employee
allowed candidate to use corporate letterhead to solicit
contributions to his campaign). In addition, General
Dynamics continues to assert that, under the language of
the Commission’s regulations, any improper solicitation by
the corporation was inadvertent and immediately corrected.
See 11 C.F.R. § 114.5(h).
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Thank you for your consideration.
Sincerely,
k. FS—
David W. DeBruin
Daniel S. Rapke, Jr., Esq.
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MUR 4005 . m‘“‘i

GENERAL COUNSEL’S REPORT

In the Matter of

General Dynamics Corporation

- ?

BACKGROUND
Attached is a conciliation agreement signed by D.S. Hapke,
Jr., vice president and general counsel of General Dynamics

Blectric Boat Division.

The attached agreement contains no

changes from the agreement approved by the Commission on June 6,

Y

1995. Respondent did not submit a check for the civil penalty.

6

II. RECONNEMDATIONS

4

1. Accept the attached conciliation agreement with General
Dynamics Corporation.

2. Close the file.

56 6

e
.

3. Approve the appropriate letter.

Lawrence M. Noble
General Counsel

Date a F/J‘#ﬁj I Loﬁgﬂ%——__—

Associate General Counsel

2 30 4

Attachaent
Conciliation Agreement

Staff Assigned: Frances B. Hagan



BRFORE THE FEDERAL ELECTION COMRISSION

In the Matter of

General Dynamics Corporation.

CERTIFICATION

1, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on July 3, 1995, the

Commission decided by a vote of 6-0 to take the following

actions in MUR 4005:

-
~. L, Accept the conciliation agreement with
General Dynamics Corporation, as recommended
< in the General Counsel’s Report dated

June 27, 199S.
Close the file.
3. Approve the appropriate letter, as

recommended in the General Counsel’s Report
dated June 27, 1995.

il o

Commissioners Aikens, Elliott, McDonald, McGarry, Potter,

and Thomas voted affirmatively for the decision.

é;:jorie W. Emmons
Secretary of the Commisgsion

Received in the Secretariat: Wed., June 28, 1995 9:38 a.m.
Circulated to the Commission: Wed., June 28, 1995 11:00 a.m.
Deadline for vote: Mon., July 03, 1995 4:00 p.m.

awd




FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

July 17, 1995

CERTIFIED NAIL
RECEIPT REQUESTED

Mr. Thomas J. Diascro, Jr.
Munster for Congress ’94
P.0. Box 696

Higganum, Connecticut 06441

Dear Mr. Diascro:

This is in reference to the complaint you filed with the
Federal Election Commission on July 13, 1994, concerning the
General Dynamics Corporation Electric Boat Division, Neil Ruenzel,
C.B. Haines, Jr., and the Sam Gejdenson ie-election Committee,
Patricia Tedisco Lagrega, as treasurer.

The Commission found that there was reason to believe that
General Dynamics Corporation violated 2 U.S.C. §§ 441b(a) and
441c(a)(1l), provisions of the Federal Election Campaign Act of
1971, as amended. The Commission also found reason to believe
that Neil D. Ruenzel and Craig B. Haines, Jr. violated 2 U.S.C.

§ 441b(a), and conducted an investigation in this matter. The
Commission also found no reason to believe that the Sam Gejdenson
Re-election Committee and Patricia Tedisco Lagrega, as treasurer,
violated 2 U.S.C. § 441b(a) or 2 U.S.C. § 441c(a)(2). On July 3,
1995, a conciliation agreement signed by respondent General
Dynamics Corporation was accepted by the Commission. Accordingly,
the Commission closed the file in this matter on

July 3, 1995. A copy of this agreement is enclosed for your
information.

If you have any questions, please contact me at (202)
219-3400.

Sincerely,

FrcenS

Frances B. Hagan
Paralegal Specialist

-

Enclosure
Conciliation Agreement
Celebrating the Commussion’'s 2(th Anniversan

YESTERDAY, TODAY AND TOMORROW
DEDICATED TO KEEPING THE PUBLIC INFORMED




FEDERAL ELECTION COMMISSION

WOANING, FEOON T3 1 S

July 13, 1995

Robert F. Bauer, Esquire
Perkins Coie

607 Fourteenth Street, N.W.
washington, D.C. 20005-2011

RE: MUR 4005
Sam Gejdenson Re-election Committee
Patricia Tedisco Lagrega, as treasurer

Dear Mr. Bauer:

This is to advise you that this matter is now closed. The
confidentiality provisions at 2 U.S.C. § 437g(a)(12) no longer
apply and this matter is now public. In addition, although the
complete file must be placed on the public record within 30 days,
this could occur at any time following certification of the
Commission’s vote. If you wish to submit any factual or legal
materials to appear on the public record, please do so as soon as
possible. While the file may be placed on the public record
before receiving your additional materials, any permissible
submissions will be added to the public record upon receipt.

If you have any questions, please contact me at (202)
219-3400.

Sincerely,

]

-~

. 3 S
: j/z.otcm jﬁftlff(“\_,

" Frances B. Hagan_
Paralegal Specialist

Ceehrat g the Commonser « 2008 Ann 4 pregn,

YESTERDIANY TEaiay AN T aAnORRe 1y
DE NCATED TOOREFRING T=<2 PUBLI INFORNY
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FtDERAL ELECTION COMMISSION

U Jeides

July 11, 1995

David W. DeBruin, Esquire
Jenner & Block

601 Thirteenth Street, N.W.
Twelfth Floor

washington, D.C. 20005

RE: MUR 4005
General Dynamics Corporation

Dear Mr. DeBruin:

On July 3, 1995, the Pederal Election Commission accepted
the signed conciliation agreement submitted on your client’s
behalf in settlement of violations of 2 U.S§.C. § 441b(a), a
provision of the Federal Election Campaign Act of 1971, as amended
("the Act"), and 11 C.F.R. § 115.2(a), a provision of the
Commission’s Regulations. Accordingly, the file has been closed
in this matter.

The confidentiality provisions at 2 U.S.C. § 437g(a)(12) no
longer apply and this matter is now public. In addition, although
the complete file must be placed on the public record within 30
days, this could occur at any time following certification of the
Commission’s vote. If you wish to submit any factual or legal
materials to appear on the public record, please do so as soon as
possible. While the file may be placed on the public record
before receiving your additional materials, any permissible
submissions will be added to the public record upon receipt.

Information derived in connection with any conciliation
attempt will not become public without the written consent of the
respondent and the Commission. See 2 U.S.C. § 437g(a)(4)(B). The
enclosed conciliation agreement, however, will become a part of
the public record.

Enclosed you will find a copy of the fully executed
conciliation agreement for your files. Please note that the civil
penalty is due within 30 days of the conciliation agreement’s
effective date. If you have any questions, please contact me at
(272y 219-3400.

Sincerely,

FrancenShsge

Frances B. Hag
Paralegal Specialist

Enclosure
Conciliation Agreement




BEFORE THE PEDERAL BLECTION CORNISSION
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In the Matter of ) o ceEra 8

General Dynamics Corporation ) = , 5
X COMCILIATION AGREENENT ;

Tﬁi: matter was initiated by the rederal Election Commission
(“Commission®), pursuant to information ascertained in the normal
conri; of carrying out its supervisory responsibilities. This
matter was also initiated (1) by a voluntary disclosure by General
Dynamics Corpocration, and (2) by a signed, sworn, and notarised

complaint by Thomas J. Diascro, Jr., on behalf of the Nunster for

Congress-94 Committee. The Commission found reason to believe

4 / 4

that General Dynamics Corporation ("Corporation" or “Respondent®)
violated 2 U.8.C. §§ 441b(a) and 4dlc(a)(1).

NOW, THERRFORE, the Commission and the Respondent, having
participated in informal methods of conciliation prior to a
finding of probable cause to believe, do hereby agree as fallows:

I. The Commission has jurisdiction over the Respondents and

the subject matter of this proceeding, and this agreement has the

9504366

effect of an agreement entered pursuant to 2 U.S.C.
§ 437g(a)(4)(A)(i).

I1. Respondent has had a reasonable opportunity to demonstrate
that no action should be taken in this matter.

III. Respondent enters voluntarily into this agreement with the

Commission.

IV. The pertinent facts in this matter are as follows:
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1. General Dynsmics Corporstion is an incorporated eantity and
a government contractor,

2. Neil D. Ruenszel is Director of Communications of General
pynamics Corporation Blectric Boat Division in Groton,
cOnnoct§gut. Nr. Ruenzel is not an officer of either General
nyn.nici Corporation or of General Dynamics Blectric Boat

pivision. He is not & member of General Dynamics’ Board of

pirectors.

3. Craig B. Haines, Jr. is Director of Materials Acquisition
of General Dynamics Corporation Blectric Boat Division.

Mr. Haines is not an officer of either General Dynamics
Corporation or of General Dynamics Blectric Boat Division., He is
not a meaber of General Dynamics’ Board of Directors.

4. Pursuant to Section 441b{(a) of the Pederal Election
Campaign Act of 1971, as amended (the "Act"), corporations are
prohibited from making contributions or expenditures from their
general treasury funds in connection with any election of any
candidate for federal office. B8Section 441b(a) further proﬁlhitu
any officer or director of any corporation from consenting to any
contribution or expenditure by the corporation. The Act broadly
defines a contribution or expenditure by a corporation to cover
"any direct or indirect payment, distribution, loan, advance,
deposit, or gift of money, or any services, or anything of value"
made to any candidate, campaign committee, or political party or
organization, in connection with any federal election. 2 U.S8.C.
§ 441b(b)(2).

5. The Act provides specific exemptions from the definition




1
of contribution or expenditure, thereby setting forth permissible

bounds of corporste activity in connection with a federal

election. 2 U.8.C. § 441b(b)(2). ror example, a corporation may
make partisan communications to its stockholders and executive or
administrative personnel and their families as well as make
non-patfiiln communications to this same restricted class and to
its other employees and their families. 2 U.8.C. §§ 441b(b)(2)(A)
and (4)(B).

6. Although a corporation may suggest in a communication sent
to its restricted class that a contribution be made to a

particular candidate or committee, a corporation may not step

beyond "communication" to actually collect contribution checks or
otherwvise “facilitate the making of contributions to a particular

candidate or political committee, other than its separate

segregated fund . . . ." H.R. Doc No. 95-44 at 104 (Jan. 12,

1977)(xxplanation and Justification accompanying 11 C.F.R. § 114).
See Advisory Opinions 1987-29, 1986-4, 1982-29 and 1982-2. See
also NUR 3540. - 3

7. A contributor may eacrmark his or her contribution to a

804366

federel candidate through an intersediary or conduit. 2 U.S8.C.

§ d4la(a)(8). Corporations and federal contractors, however, are

explicitly forbidden from acting as conduits for candidates or

their committees. 11 C.F.R. § 110.6(b)(2)(ii).

8. Under 11 C.F.R. § 114.5(h), an accidental or inadvertent
solicitation by a corporation of persons apart from and beyond
those whom it is permitted to solicit will not be deemed a

violation, provided that such corporation has used its best
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efforts to comply with the limitations regarding the persons it
may solicit and that the method of solicitation is corrected
forthwith after the discovery of such erroneous lollcttaglon.

9. Commission regulations further exempt the occasional,
isolated or incidental use of a corporation’s facilities for
indtvtduni volunteer activity in connection with a federal
election by stockholders and employees. 11 C.P.R. § 114.9(a).
-pquée- must reimburse the corporation for increased overhead or
operating costs. 1Id. The "individual volunteer activity"”
exemption does not, however, extend to corporate or collective
undertakings where corporate executives direct their subordinates
in fundraising activity or use the resources of the corporation
such as lists of vendors and customers. See NURs 3540, 1690, and
2668 .

10. Under 2 U.S.C. § 441c(a), it is unleswful for any
government contractor directly or indirectly to make any
contribution of money or other things of value, or to promise such
contribution to any political party, committee, or candidate fct
public office or to any persom for any political purpose or use.

11. On June 22, 1994, Respondent undertook a fundraising
effort on behalf of Congressman Sam Gejdenson, the incumbent
candidate for the 1994 U.S5. House of Representatives in
Connecticut’s 2nd Congressional District. At the behest of
Mr. Ruenzel, NMr. Haines enlisted his corporate staff and the
Communications Department staff to prepare and send solicitation
letters to all of General Dynamics’ Electric Boat Divisgsion's

Connecticut based suppliers involved in the company’s submarine




programs. This letter was sent on June 22, 1994. The letter,

-5-

signed by Nr. Baines, invited the vendors to a fundraising

reception for the congressman to be held July 6, 1994 at an inn in

Groton, Connecticut. In the letter, Respondents touted

Congressman Gejdenson for his oupport of General Dynamics’
subnariﬁi prograss, solicited contributions of $100 per person to
support Congressman Gejdenson’s re-election, and advised that
coat?ibutlon checks could be sent to Nr. Ruenzel’s office address

at General Dynamics’ Blectric Boat Division.

12. Through press accounts, General Dynamics’ corporate

headquarters office learned of the June 22 letter on June 24,

1994. Within houre of learning of the June 22 letter, General

Dynamics directed Nr, Haines to immediately send a second letter,

q4 /

both by meil and facsimile transmission, to the same list of

< vendors. MNr. Heines did so that same day. The June 24 letter
§0 sdvised the veadors that General Dynamics could not accept ;
il contributions on behalf of Congressman Gejdenson, and that any f
; :i contributions received at the corporate offices would be r;fukned % :
' wn to the contributor. Also on June 24, General Dynamics sent to PEC

o~ General Counsel Lawrence N. Noble a copy of both NRr. Haines’

original June 22 ietter and the subsequent June 24 letter.

13. Certain costs of the initial fundraising letter --

approximately $600 for paper, photocopying and postage -- were
charged to a corporate account and were reimbursed by personal
funds of General Dynamics’ executive and adminjistrative staff.
This amount does not include any costs associated with staff time,

any value that may be attached to the mailing list, or any costs



associated with the June 24 communication.

V. 1. Respondent made corporate expenditures in connection

with a federal election in violation of 2 U.8.C. § 441b(a). The
Corporation was reimbursed for certain costs of the mailing, bug
the Commission does not have evidence that all of the costs
related to the mailing wvere fully reimbursed. Purthermore, the
activity at issue does not fall within the individual volunteer
o:olbtion found at 11 C.F.R. § 114.9(a) because it involved a
collective enterprise of corporate employees, acting at the
direction of corporate managers.
2. Respondent General Dynamics Corporation, as a federal

governaent contractor, made expenditures to a candidate for public

4 /9

office in violation of 11 C.P.R. § 115.2(a); See 2 U.8.C.

!

§ ddlc(a)(l).
Vi. In light of the fact that General Dynamics brought this

6 6

matter to the attention of the Federal Rlection Commission and

=z
(W)

took immediate and substantial steps to mitigate the violation,

and in the interests of expeditiously concluding this matter

without the expenditure of further public resources, the rederal

950 4

Election Commission will accept, and Respondents will pay, a civil
penalty to the rederal Election Commission in the amount of eight
thousand five hundred dollars ($8,500), pursuant to 2 U.S.C.
§ 437g(a)(5)(A).
VII. The Commission, on request of anyone filing a complaint
under 2 U.S.C. § 437g(a)(1l) concerning the matters at issue herein
or on its own motion, may review compliance with this agreement.

I1f the Commission believes that this agreement or any requirement



thereof has been vioclated, it may institute a civil action for
relief in the United States District Court for the District of
Columbia.

ViIiI. This agreement shall become effective as of the date that
all parties hereto have executed same and the Commission has
opptovi;’tho entire agreement.

I1X. Respondents shall have no more than 30 days from the date
this sgreement becomes effective to comply with and implement the
requirement contained in this agreement and to so notify the
Commission.

X. This Conciliation Agreement congtitutes the entire
agreement between the parties on the matters raised herein, and no
other gtatement, proaise, or agreement, either written or oral,
nade by either party or by agents of either party, that is not

contained in this written agreement shall be enforceable.

FOR THE COMMISBION:

Lawrence M. Noble
General Counsel

General Counsel

FOR THE RESPONDENTS:
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August 8, 1995

By Messenger

Frances B. Hagan

Paralegal Specialist

Office of the General Counsel
Federal Election Commission
Washington, D.C. 20463

K Wwo 0w

Re: MUR 4005
Dear Ms. Hagan:

Pursuant to the Conciliation Agreement executed
in this matter, enclosed is General Dynamics’ check in the
amount of $8,500.00. Please let me know if you have any
questions.

Sincerely,

Deitts. 7/

David W. DeBruin

Edward C. Bruntrager, Esq.
Daniel S. Hapke, Jr., Esq.
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