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July 1. 1994

LoiS G. Lerner, Esq.
Associate General Counsel
Federal Election Commission
Room 657
999 9 Street, N.W.
Washington, D.C. 20463

Dear Ms. Lerner:

This firm represents Firearms Training Systems, Inc.
(*the Corporation") of Suwaneev Georgia.

This letter is a follow-up to a discussion that sW
colleague Thomas J. Kelly and I had with LAwMCe N. Nobleo the
Conmission's General Counsel on June 29, 1994. In the evrse
of that conversation* we disclosed the facts set forth below.

The Corporation autufactures weapons training system
which are used by law enforcement and military customwse. It
has been in business since May, 1984. It has approzimately 215
employees, and had sales of 20 million dollars in the fiscal
year which ended on March 31. 1994.

During the course of an internal investigation which
commenced on Nay 18, 1994, it was discovered that betwee
October 1989 and the present date* Jody D. Scheckter, the
President of the Corporation, ("the CEO"), made fourteen
campaign contributions totaling $11,050 (see Exhibit A). Mr.
Scheckter has received seven reimbursements for political
contributions between 1990 and July 1993 totalling $8,000.
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During the period betieen February# 1990 and June,
1993, the CEO made the contributions itemized below and was
reimbursed for them by the Corporation.

Reimbursement
Date2onee

02/13/90

10/25/91

04/14/92

08/13/92

10/14/92

02/02/93

06/05/93

Thomas for Congress

Democratic Congressional
Campaign Committee

John Glenn for Senate

Committee

Richard Ray for Congress

Friends of Newt Gingrich

Darden for Congress

Friends of Newt Gingrich

500

2,000'

2,000

500

1,000

1,000

1,000

04/10/90

04/13/92

09/11/92

10/23/92

04/23/93

07/30/93

*We believe that this contribution was, in fact,
reimbursed but, to date, have been unable to locate
records that show the date of the reimbursement.

Exhibit B shown copies of canceled checks, which
relate to the foregoing listing.

...... Mt

The chart below shows contributions of the CEO, which
were made during the period in question but which were not
reimbursed by the Corporation.

I--R -- i I I 'I ---- [ J [I I--
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10/20/89 Darden for Congress 500

07/14/93 Don Johnson for Congress 500

09/11/93 Friends of Newt Gingrich 100

10/26/93 Darden for Congress 1,000

02/08/94 Robb for Senate 500

02/23/94 Don Johnson for Congress 200

03/28/94 Don Johnson for Congress 250

The issue of the appropriateness of corporate
reimbursements ("the Reimbursements") of campaign contributions
was initially raised in the Corporation by Robert Hotter, the
Chief Financial Officer. Mr. Hotter suggested that the
Corporation was not in compliance with the law relating to
political contributions and that it was in the Corporation's
best interests to have the issue investigated. Immediately
after Mr. Motter raised the issue, this firm was retained to
investigate the matter, and the contributions listed above in
the first chart were identified as having been reimbursed from
corporate funds.

We identified each executive and employee at the
Corporation who was believed to have information regarding the
issues raised by Mr. Hotter. We were assisted in the
identification by James Hall, Human Resources Manager of the
Corporation and Clare Fawkes, the Chief Operating Officer.
Extensive interviews were conducted with the identified persons
and pertinent corporate records were analyzed.

The investigation also included a review of the C6O's
personal financial records. The results of our investigation
are set out below.

The CEO's personal checkbook is maintained by his
secretary, Janice Dean, and he generally has no knowledge of
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the balance or of specific credits and debits from the
account. Rather, his secretary prepares the checks. aintains
the balance, and makes deposits as a matter of course. The
CEO, in fact, has very little knowledge of the status of his
personal finances. He told us that he did not know that his
personal political contributions had been reimbursed. (He
typically does not see reimbursement checks of any sort.
Instead, his secretary endorses them and makes deposits into
his personal account.) This statement is particularly credible
in light of the CEO's complete absorption in the affairs of the
Corporation. For example, he typically does not submit
reimbursement requests for business expenses.

During the period in which the Reimbursements were
made, the CEO's secretary stated that she would, on her own
initiative, submit requests for reimbursements of business
related expenses incurred by the CEO, including political
contributions. She told us that she was never directed by the
CEO to obtain the Reimbursements.

The CEO's secretary stated that Robert Mecredy, the
Corporation's Director of Military Marketing, would from time
to time select certain solicitations for political
contributions, such as invitations to fund raising events, and
bring them to her for a contribution. Ms. Dean, on her own
initiative, and without consulting the CEO, would prepare a
check so long as there was a sufficient balance in his account.

Mr. Mecredy stated that he selected events for
political contributions depending on whether they were persons
he wished to see or speak with who would likely be at the
event. On some occasions he would discuss the event with the
CEO and then submit a request for a contribution to 1s. Dean.
Regarding fund raising events, Mr. Mecredy stated that he
generally would attend and that the CEO typically never took an
interest in the events. It is clear from our investigation
that these contributions were made in furtherance of a
generalized goal of "seeing and being seen" at such functions
and had no other specific purpose.

Mr. Mecredy also stated that he never knew that the
political contributions made from the CEO's account were
reimbursed by the Corporation and initially learned of the
practice in May of this year. He went on to say that if he had
known of the practice, he would have put a stop to it because
he knew that it was not appropriate. He further believes that
the CEO had no knowledge of the Reimbursements.
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After a Political contribution was sent, Ms. Dean
would seek reimbursement. Typically, she would prepare a check
request for which would state "reimbursement of contributions."
"donation,w or some other similar notation.

Early in 1993 Ms. Dean sought reimbursement of a
Political contribution from the newly hired Chief Financial
Officer of the Corporation, Robert Hotter. Mr. Hotter told the
CEO's secretary that it was not proper for the Corporation to
make the Reimbursements. (We have attempted without success to
identify more precisely the date in which the conversation
between Ms. Dean and Mr. Motter took place.) The secretary
went on to say that Mr. Hotter then indicated that the
contributions should be submitted on a quarterly basis and that
he would then authorize the issuance of special payroll bonus
checks to the CEO to cover the amount of the political
contribution, as well as all applicable taxes.

Ms. Dean recalled that Mr. Hotter said something to
the effect that the arrangement was not proper, and that there
should be no paper trail. Ms. Dean indicated that she gave
little thought to Mr. Motter's cormment regarding the legality
of the Reimbursements because she believed him to be a person
of great integrity who would not condone the Reimbursements if
he really thought that they were illegal. Two contributions
were reimbursed in this manner (the February 2, 1993
contribution to Darden for Congress and the June 5, 1993
contribution to Friends of Newt Gingrich).

We interviewed Mr. Hotter with respect to this issue.
He had joined the Corporation in November 1992, and the
discussion with Ms. Dean described above concerned the first
instance in which he had been presented with a political
contribution for reimbursement. He said that he came up with
the quarterly reimbursement method because he assumed that Ms.
Dean had been speaking for the CEO. Mr. Hotter went on to say
that he told Ms. Dean at some point thereafter, that he would
approve no more such Reimbursements. Ms. Dean does not recall
this conversation, nor does she recall submitting any
additional requests for reimbursements after July 1993 because
the corporation was moving to a new facility, and she did not
have the time.

we do not quarrel with whatever Mr. Motter may have
inferred from his conversation with Ms. Dean. It is
significant that Mr. Motter did not say that he was actually
told to reimburse contributions by the CEO by some other
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executive. Rather, he inferred this point after a Weind_

with a secretary, and he apparently did not seek clarifiOstion
of the inference from the CEO or any other executive.
Moreover, except for the brief conversation described below
with Clare Fawkes, he did not discuss the Reimbursements with
any of the executives of the Corporation. Mr. Matter never
informed any executive that it was improper nor did he request
legal assistance concerning the Reimbursements. Lastly, it is
interesting to note that the reimbursements ceased* without
incident, approximately one year ago.

Ms. Dean stated that she aggressively sought
reimbursements for all the CEO's expenses which she
legitimately believed were business-related; that she did so on
her own initiative and that she did so without the knowledge of
the CEO. We also believe, as a result of our inquiries, that,
throughout the period in question, Ms. Dean was not aware of
the requirements of the Act.

We interviewed Clare Fawkes, the Chief Operating
Officer of the Corporation. She stated that at some point
early in 1993 she had a discussion with Mr. Hotter in which he
raised the issue of the use of quarterly bonuses to effect the
Reimbursements. She cannot recall the specific date or the
details of this conversation. She does recall that Mr. Notter
said something to the effect that the prior reimbursement
method was not appropriate and that he had changed the method.
She also recalls telling him that his suggestion was fine if he
thought it was the best way to proceed.

Ms. Fawkes said she had no reason to believe there was
anything illegal in the suggested method and, in fact, relied
on him for his expertise in such matters. She also stated that
she did not direct, otherwise pressure or suggest that the
contributions be reimbursed. For the record, Ms. Fawkos is a
British Subject with permanent resident alien status and is the
holder of an Alien Registration Receipt Card issued by the
Bureau of Immigration and Naturalization. As such, it is
understandable that Ms. Fawkes was not aware of the
requirements of the Act and, therefore, may not have
immediately grasped the implications of Mr. Motter's coments.

The practice of Reimbursements has been terminated and
will not be resumed. The CEO has reimbursed the Corporation
for all contributions for which he had been initially
reimbursed.
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The Corporation has iplemented a strict policy with
respect to compliance with the Act, which prohibits all
corporate political activity. A copy of the policy is
enclosed. Z= Exhibit C. Key executives of the Corporation
will be trained with respect to this policy and their
obligations under the Act. We will advise you when the
training is completed. In short, remedial steps have been
taken, and steps have been taken to ensure that there is no
reoccurrence of any activities which are inconsistent with the
Act or the Federal Election Regulations.

From the facts at hand, it is clear that there have
been no willful violations of the Act. The violations which
occurred were entirely inadvertent. We do not purport to speak
for Mr. Motter in this regard. It is clear from our
discussions that none of the other involved individuals, who
were aware of the Reimbursements, were aware that they were
inappropriate.

The premise that some persons were not aware of the
Reimbursements; that others were and did not question them; and
that none of them, until some point in 1993, was aware that
there was an issue regarding the propriety of the
reimbursements is credible when one considers the typical
hurly-burly of a rapidly growing Corporation. The involved
individuals were busy. The Reimbursements were relatively few
in number and appeared to the uninitiated to qualify as
business expenses. A contribution made in connection with
attendance at a fund raising event would reasonably appear to a
layperson to be the same sort of expenditure as a business
association dinner and, therefore, entitled to reimbursement.

In any event, the Corporation and the involved
individuals sincerely regret that the Reimbursements occurred.
As noted, steps have been taken through the imposition of a
corporate policy and training of key executives to ensure that
no violations of the Act occur in the future.

On behalf of the Corporation we wish to enter into
negotiations with your office directed towards reaching a
conciliation agreement to settle this matter. Please contact
me so that the necessary discussions can be initiated.
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Very truly yours,,

Thomas J. Cooper

Enclosure
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12496.110647
9353/DCINT

cc: Lawrence M. Noble, Esq.
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----- Outgoing Contributions Incoming Rembuiiemmt Checks

Pernal Check
Number

Description Amount Total Date Corwte Check
Number

Aso"

10/20/89 0568 Darden for Congress $500 .

2/13/90 0664 Thomas for Congress S500 4/6/90 1o886 Donation $500

1"e2/,91 922 Deoxc r_ Congrm wAl Cu=_-.pa Co. $2,000 - Doca Congrmom Cmunp CoM. $2,000

4/14/92 1049 Dinner for John Glenn $2,000 4/13/92 000753 Dinner for John Glenn $2000

V/13/92 10 14 Richard Ray for Congress $500 9/11/92 7377 Contribution O50

1W1492 1025 Friends of N. Gingrich $1,000 I0/23/92 7964 Cenlrbutl- to Gingrich $I

IO9 1086 Darden for Congress S1,000 423/93 Special PayroSe Sl
S31148 Friend ofN. Gingrich $1,000 7/30/93 Special Payroll Bemus S

7/14/93 1152 Congressman Don Johnson $50 ____ ___

Wt1/93 1216 Friends ofN. Gingrich $100 _ _ _ __ _ _ _ _ _ _ _ _

1 1204 Darden for Congms $1,000 __

2/4 1267 Snator Chuck Robb $500 _

2/23/94 1277 Don Johnson for Congress_ $200 ._

3/2"4 Don Johnson for Congress $250
-t I ct I nn I - -I _____- I

I- -O
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Date
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L Robaon DATE: 14 Api 199

R. Mer

SUBJ: J. Scbeckta Bonus

Please pepare a special payroll bons check for M. Jody Scbeckor in dw =oo of on doumd dollars

($1000.00). Payment should be made on Friday, 23 April 199 in conuction widk the mm pxocessng of aymu

but via a separate cbecL U you have any questions, pie see me.

Le/

llq "4b
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TO: L RoberMuO DATE 14 July IM9

R. Mots

J. Schecktes BonusSUBJ:

Please prepare a special payroll bonus check for Mr. Jody Scdeckt in the mInoum of oe dxosand doll=

($1=,O0.00). Payment sbould be made on Friday. 30 July 1993 in cojunction with the nomal c I of payroll

but vial a separt checL If you have any questims, please see me.

Thankm

jsbonusrmn
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Firearms Training Systems, Inc.

Canupalg Finne Colace Policy

The Corporation sets a high priority on Compl~ieos
*h the letter and spirit of all applicable Federal, state agd

1ml election laws. These various laws and regulations are
oClezx, difficult to interpret and can be inadvertently
violated. In order to insure compliance with these statutes
od regulations, the principles set forth below will be
followed by all employees:

Corporate Fukad

No corporate funds will be directly or indirectly
contributed to any candidate for public office or
holder of public office at any level of
government, e.g., Federal, state or local.

No corporate funds will be directly or indirectly
contributed to any individual or group supporting
an initiative, ref-%rendum, constitutional
amendment or any other type of ballot issue.

No corporate funds will be directly or indirectly

contributed to any political party or to any
component of a political party.

No corporate funds will be directly or indirectly

contributed to any office account, constituent
service fund or any other sort of fund maintained
by an office holder or political party at any
level of government.

The foregoing prohibition applies to support for
any other type of fund, research organization, or
other activity controlled by or operated on
behalf of a candidate for public office, an
office holder or a political party.

No corporate funds will be used directly or

indirectly to reimburse any individual (including
but not limited to any corporate executive,
employee or consultant) for any contribution to a
candidate for public office; a political party;
in support of any sort of ballot issue; or any
sort of support fund for an office holder at any
level of government.

The prohibition in the foregoing paragraph
applies to, among other activities, fund raising



events of any sort, receptions, dinnrs, ota
gatherings and testimonial events, which are
related to any of the covered entities.

CorporaeRuwa

No corporate premises or resources of any sort
will be directly or Indirectly utilized to
support any campaign or election effort to any
public office; any ballot initiative or other
public issue campaign* or any constituent support
fund or other activity of an office holder.

* The foregoing prohibition includes but is not
limited to the use of corporate office equipment,
telephones, facsimile machines or postage moters
and facilities for use as meeting places. It
applies to any use of resources off as well as on
corporate premises. The prohibition applies to
the use of resources in any sort of fund raising
or solicitation of political contributions for a
campaign for public office; for political parties
or in support of any sort of ballot issue.

* The prohibition on the use of corporate resources
also applies to any occasional, isolated or
incidental use of corporate facilities or
resources, including the display of campaign
signs, posters or bumper stickers on corporate
premises or vehicles.

* The prohibition also applies to any type of
support for a political gathering, convention or
meeting and to the purchase of commrative or
advertising pages in any publication funded or
controlled by a campaign comzittee, an office
holder, a candidate for public office or a
political organization.

Any visits by candidates for public office,
office holders, the proponent of any ballot issue
or one of their representatives will be reviewed
and approved by the Chief Operating Officer of
the Corporation in advance of the occurence.

Compliance with the foregoing rules is mandatory for
all employees.

-2 -



Employees should be particularly alert for sit**~om
which could involve an indirect contribution to a candidate (a
reimbursement by the Corporation for attendance at a
testimonial event) or Sn Oin-kind" contribution (corporate
resources donated to or loaned to a candidate for public
office). As the foregoing principles indicate* both these
activities are forbidden as a matter of corporate policy.

Employees should also be alert for other sorts of
ambiguous situations, which could inadvertently result In a
violation of applicable law and this corporate policy. For
example, volunteer activity on behalf of a candidate is
generally not a contribution to the candidate In whose behalf
the volunteer activity is performed. However, volunteer
political activity conducted during business hours, without
taking annual leave, regardless of where it occurs, can amount
to an illegal use of corporate resources in support of a
candidate. In any event, employees will not engage in such
volunteer activity without first arranging to take annual leave
pursuant to standard corporate policy.

Campaign finance laws, especially at the Federal
level, are complex, and inadvertent violations are not
uncommion. It is, therefore, important to carefully consider
situations (before taking any action) which could involve
prohibited political activity.

Whenever there is doubt about a particular potential
course of action or activity, it should be resolved by a
question rather than taking the action. Clare Fawkes is the
corporate executive who is primarily responsible for the
implementation of this policy and should be consulted with
respect to any questions regarding its application.

-3-
9342/DCIN1



TO: Clare Fawkes

MM0: Thomas J. Cooper

DATE: June 30. 1994

RN: The Enclosed Material

I have enclosed two items regarding the Federal
Election Campaign Act matter. The first is a notification ofcounsel letter. Please put the letter on your corporate
stationery and return it to me via Federal Express. I willtake care of the copy required for Mr. Noble.

The second item is a copy of the compliance policy forthe Corporation. Please note that I have designated you as theexecutive responsible for the implementation of the policy. Wehave told the Federal Election Commission that the policy Isbeing implemented at this time. We should discuss this at your
earliest convenience.

9342.4/DCINT
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July 6, 1994 THOMAS J. COOPER

By Messenaer r
Lois G. Lerner, Esq.
Associate General Counsel
Federal Election Commission
Room 657
999 E Street, N.W.
Washington, D.C. 20463

Dear Ms. Lerner:

This letter is a follow-up to our telephone
conversation of earlier today and is with additional reference
to our filing on behalf of Firearm Training System Inc.,
(Othe Corporation").

I have enclosed the representation by counsel
notification provided for at 11 C.F.R. 111.23.

On behalf of the Corporation we wish to eater into
negotiations with your office towards reaching a conciliation
agreement to settle this matter. Please contact me so that the
necessary discussions can be initiated.

Thank you for your attention in this matter.

Sincerely,

Thomas J. Co pe r

Enclosure

9320.14/DCINT



30 June 1994

By Mes a

Lois G. Loere, Esq.
Associae General Counse
Federal Election C isl
Room 657
999 E Street, N.W.
Washington, D.C. 20463

Dear Ms. Lerner:

On behalf of Firearms Training Sysienu, Inc. (dae Ccpuin) eeyduga ThOmaJ. Cooper of the firm of Venale, Baet, Howard mad Cileti, 1201 New Yak Aveme, N.W.,
Washington, D. C. 20005, to -rq.1 tb e -Q--axp with rmpec to any men= rm d e
Corporation which are before -9uegal Eloctio Cu. and m g uoelv my
and all notifications and other o- l behalf. Mr. W OOe's Wis*hm
is (202) 962-4857. This M is prvked pmm"u to 11 C. .R. 111.23.

Sincerely,

Chief g Officer

cc: Lawrence M. Noble, Esq.
Thomas J. Cooper, Esq.

FIREARMS TRAINING SYSTEMS, INC.
7340 McGinnis Ferry Road SUWOne. GA 30174 USA Tel (4Q4) 813-0180 FmX

US Miloy Markeling(404) .13-1910 Vtmiftm s kaeh(4 #
Cudsmr Somice (404) *13*IW,. SU140



FEDERAL ELECTION COMMISSION

July 13, 1994

Thomas J. Cooper. Usq.
Venable, Raetjer, Novard and Civiletti
1201 new York Avenue, N.w.
Suite 1201
washington, D.C. 20005

Rz: Pre-RUR 302
Firearms Training Systems# Inc.

Dear 11. Cooper:

This is to acknowledge receipt of your letter dated
July le 1994, pertaining to your client, Firearms Training

J Systems, Inc. You will be notified as soon as the Federal
Election Commission takes action on your submission.

If you have any questions, please contact Tony Buckley at
(202) 219-3400. For your information, we have attached a brief
description of the Commission's procedures for handling matters
such as this.

Sincerely,

Mary L. Taksar, Attorney
N Central Enforcement Docket

Enclosure
Procedures



WASHiNCTON, D.C. n

TO: File 

f30s3 Jonathan aernste

T84 July 19, 1094

RE: Pre-4MgR 302 - Production of Documnts

Attached are documents produced by counsel (Vboa slThomas Cooper) for Firearms Training Systems, Snc at , theld yesterday, July 18, 1994. These are the docuoest",i'ocounsel had previously agreed to provide at a meetbJuly 8, 1994. The documents include a desigAUat,signed by Jody Scheckter, Clare Fwkes,* Janice *~Rectedy; copies of reimbursemnt checks submedScekter to Firearms Systems; and rodacted motesFireafis Systems officers and personnel.

, . ., , .

(

and34



July 13, 1994

Jonathan A. Bernstein, Esq.
Assistant General Counsel
Federal Election Commission
Room 657
999 E Street, N.W.
Washington, D.C. 20463

Dear Mr. Bernstein,

I hereby designats thomas J. Kelly, Jr. and Thomas J. Cooper of the 11m of
Venable, Baetjer, Ho!ad and Chviletti, 1201 New York Avenue, N.W.,11 vango,, D.C.
20005, to represent me with respect to any matters which are before the Federal
Election Commission and authorize him to receive any and all notifications and other
communications on my behalf. Mr. Cooper's telephone number is 202-962-4857.
Mr. Kelly's telephone number is 202-962-4889. This letter is provided pursuant to
11 C.F.R. 111.23.

u:Anv*e1y1 .Itr

FIREARMS TRAINING SYSTEMS, INC.
7340 McGkv* Ferry Rood Uwurwe. GA 30174 USA l (404) 813-0100 FWO :f

US Military Makto (40) 813-1910

Custom et 4 4 j
m~m it N~h 4~ 13-"=

J .D ea %nr



Mr Tom Kely
Atomey at Law

Tel (202) 982-4889
Fax: (202) 9W-8300

13 JulN 104
Page I of 3

Dear Mr. Kelly,

Clare requested I
oompany.

Skrl,

fax you a oopy of the two checks thaj Mr. Scheclcr relmrL w -tO t

Secmtwy to Ms. Favw

Aftachment: 2 pages

7340
MTRAINING SYSTOM

W h.lVm, GA 307, V t094-1
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MO File (F.A.T.S. Internal Investigation)

FRm: Fernand A. Lavallee

DAT May 24, 1994

RM: Interview Notes from Interview of Mary Miles

These notes memorialize the interview of Mary Miles by

Thomas Kelly and me. The interview was conducted at FATS'

facilities in Suwanee, Georgia, on the above noted date.

Ms. Miles was interviewed alone and in confidence, with no

other individuals present. Ms. Miles had been directed by

Clare Fawkes to assemble all the documents relating to

political contribution reimbursements to from the Accounting

Department prior to our arrival at FATS, which she did. She

presented the documents to use upon our arrival.

Ms. Miles originally was hired by FATS to work on cost

accounting matters. Her position has evolved to much more

than just cost accounting activities, and she is involved in

most of the Accounting Department's activities. For

instance, she now does a little of everything such as

setting up wire transfers for international sales.

Ms. Miles is a graduate of the University of Georgia with a

degree in accounting. She has been with FATs for several

years (approx. 3), and was with the company prior to Mr.

Motter's appointment as the Chief Financial Offico, -,.



* 4i~. e~ed that sewas shocked at

tht Mr~. )otter wrote alleging ism J;

ec&use he had not expressed any concerns about .v'tti
issues to her or anyone.

REDACTEDCOPY

0OP

Ms. Miles knows that Mr. Motter was very insecure about his

job, mostly because of a personality difference With Mr.

Scheckter. Mr. Motter frequently joked about being fire(],

and his morale seemed very low. His concerns about his

were particularly increased after Christmas 1991o ,. Lil



Ms..Miles also knows that PATS was apparently sU~~
replOce Ift. otter. no. Miles participated in AtW&yteJAg

at least one candidate for Mr. Hotter's position as CFO

earlier this Spring, but (maybe a week or so before the

Motter letter) she thinks that Mr. Hotter was not aware

about this. Ms. Miles is not sure, though, whether Mr.

Hotter was aware of any rumors that he was about to be

fired.

Ms. Miles liked Mr. Hotter, and considers herself to be

Oclosem to him on a professional basis. She held him in

high regard for many reasons. Mr. Miles believed that Mr.

Hotter was extremely organized and meticulous. In addition,

Ms. Miles indicated that Mr. Hotter was a good teacher and

always sought opportunities to help her and others learn

about better ways to do their jobs.
a

Ms. Miles stated that an all consuming matter during the

Spring was preparation for the annual audit. Largely as a

result of Mr. Hotter's leadership in preparing, Ms. Miles'

opinion is that this year's audit was the best audit in the

three years that Mary has been here. Ms. Miles' basis for

this opinion is that everything was well organized enabling

the audit to proceed quickly and efficiently, and all the

necessary documentation was in place and correct.

Ms. Miles does not know what may have triggered Mr. Hotter's

letter. She knows that Mr. Motter reflected on his

situation when Carol Greet -- Supervisor of Generl

Accounting left at end of year the year aft _



with FATS to take a job at a law firm downtown. 24t,

otherwise, nothing unusual until around the audit tim.

Ms. Miles recalls an event, which at the time she thought

was peculiar. Shortly after the arrival of the Price

Waterhouse auditors in May, most of the FATS accounting

personnel including Ms. Miles and Mr. Motter went to lunch

in the lunch room. Ms. Miles recalls that the lunchtim

conversation was light and fairly jocular because everyone

was pleased with how well the audit was progressing. Towards

the end of the meal, however, and in contrast to the tone of
the conversation, Mr. Motter asked Ms. Joel Gardner - the

senior accountant leading the on-site Price Waterhouse audit

team - what would happen if at the end of the audit, he did
not sign the management letter. Ms. Miles recalls that fs.

Gardner at first thought Mr. Motter was joking and she

responded with a laugh and a flippant comrment. But Mr.

Motter had a very serious expression by this time and asked

again, saying that he was not joking but just wanted to )now

out of curiosity. Ms. Gardner then also became very serious

and commented that everything the audit team had seen so far
was excellent and so she could not conceive of any reason

why the management letter would not be signed unless Mr.

Motter had not shown the audit team everything - or if he

knew something he was not disclosing to the auditors. Mr.

Motter then tried to lighten up the mood again, stating that,

the auditors were seeing everything and that he was not

holding anything back, but out of curiosity he wanted to

know what would happen if a CFO declined to sign the

managinnt letter. Ms. Gardner then answered that



circumstance almost never happens, and that it he Wg<r'

happened to her to the best of her recollection,

particularly when an audit finds no problems. Ns. Gardner

added that if a CFO did refuse to sign the management letter

that the audit would be delayed and a determination made by

the auditors about what to do. In all likelihood, Ms.

Gardner stated, the release of the audit would be delayed

while the determination would be made. Mr. Motter was

satisfied with this answer and the lunch gathering dispersed

and returned to work.

Ms. Miles recalls that Mr. Motter wasn't himself a day or so

before the Wednesday when he wrote his letter (May 17). Ms.

Miles recalls that Mr. Motter came in to work, largely kept

to himself, then gave the letters and left the office for

home at lunch.
aD

S1'



0,OPY

Political Contributions - Ms. Miles was awrw that "Mr.

motter was concerned about the issue of political

contributions, but he never told her exactly what concerned

him. Mr. Motter handled the issue entirely b himself.

Ms. Miles herself was not really sure about the law in this

area, but she recalls - maybe from a discussion with her

brother - something about corporations couldn't make

political contributions; Ms. Miles thinks that once before

Bob Motter was hired a campaign actually returned a check

and declined to accept the contribution because it was

corporate; Ms. Miles otherwise has no knowledge of political

contributions that were made by FATS or any individual at

FATS. Ms. miles also does not have knowledge, M, .-

political ofttribtions were reimbursed to. i I I



obow aIW politioL oatributtocs ve r.imbi~j a.

REDAC'-D
COPY



MEMORANDUM

ftFile (F.A.T.S. Internal Investigation)

FRO Fernand A. Lavallee

DAMr May 24, 1994

M Interview Notes from Interview of Jody Scheckter

These notes memorialize the interview of Jody Scheckter by

Thomas Kelly and me. The interview was conducted at FATS'

facilities in Suwanee, Georgia, on the above noted date.

Mr. Scheckter was interviewed alone and in confidence at

s points, and with Clare Fawkes present at other times.

Mr. Scheckter is the President of FATS, and a founder of the

company.

Mr. Scheckter directed us to conduct a full, rigorous and

complete investigation into each of the allegations raised

by Mr. Hotter in his May 17 letter. Mr. Scheckter told us

that he was placing all of FATS employees and resources at

our disposal to facilitate a complete investigation. Mr.

Scheckter stated that he believed that there was absolutely

no substance to any of Mr. Motter's allegations, but that if

there is anything wrong, he wanted us to find out through

the investigation and inform him immediately, and provide

advice and guidance on how to remedy any problem. Mr.

Scheckter stated that he was conmitted to having FATS

strictly abide by applicable laws and regulations.
t ..



Mr. Schecktor said that he had no idea o( what motivata#-U.

Motter to write the lett*r particulary sim* Mr. ttlm : id

not bring the issues he colainod of in his letter to

Jody's attention. Mr. Scheckter was disappointed in Mr.

Hotter because he said it was precisely Mr. Motter's job and

responsibility to bring the types of concerns he raised in

his letter to the attention of managemnt -- either to Clare

Fawke's attention or Jody's.

C)R E DA CT
~COPY

Mr. Scheckter stated that he had no idea of what Mr. Motter

was talking about with respect to the political contribution

O M or issue. After receiving Mr. Motter's letter, Mr.

C) Scheckter inquired into both issues.

- * As the result of his inquiry about Mr. Motter's letter and

our request that all checks and other documents relevant to

political contributions be collected and ready for our

review, Jody discovered that FATS indeed had reimbursed s

political contributions that had been made out of his

personal checking account. Mr. Scheckter was surprised

about this because, to the best of his recollection he

neither submitted the political contributions for



reimbursmnt nor did he direct anyone else to r

him. Mr. -cheklt r commented that he is ofte n

not submitting anything for reimbursement from the c

He is in the habit of simply paying his way even on businass

travel from his personal funds.

Mr. Scheckter stated that he does not keep his personal

checkbook, that this is done for him by Janice Dean. In

addition, Mr. Scheckter stated that he does not typically

make deposits into the account personally, nor does he

receive reimbursements personally -- all of this is handled

for him by Ms. Dean, or sometimes Clare Fawkes. Mr.

Scheckter stated that he has no idea of what his account

balance is, and he relies on Ms. Dean to see that the

account is well managed.

REDACT=*-
COPY



TO: File (F.A.T.S. Internal Investigation)

FROM: Fernand A. Lavallee

DATE: June 1, 1994

RE: Interview Notes from Interview of Robert F. Mecredy

These notes memorialize the interview of Bob Mecredy by

Thomas Kelly and me. The interview was conducted at FATS'

facilities in Suwanee, Georgia, on the above noted date.

Mr. Mecredy was interviewed alone and in confidence, with no

other individuals present.

With FATS for 3 years; Official job title: Director U.S.

Military Marketing; actual duties are Director of Marketing

for domestic sales (mostly DoD); Prior to joining FATS,

employed as Director of Marketing for Army and Marine Corps

Sales for Raytheon.

COPY
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Political contributions - Mecredy receives all rqusts for

contributions from various political candidates or

organizations - somehow he is the one that is

3



lists; Necredy chooses the event that he believe& is

appropriate for FATS to attend and support based on

maintaining a "presence" or "profile* or to speak to scozae

that he knows will be present at the event; Mecredy then

submits a request for a personal check from Jody to

contribute; Mecredy usually attends the event himself and

speaks to the individuals he wanted to see and, of course,

works the politicians in the sense that he makes FATS

visible as an organization in the politician's district or

constituency, and that's it;

Before Motter's May 17 letter, which Mecredy has seen and

reviewed, Mecredy had no knowledge of a scheme to reimburse

Jody for the political contributions; Mecredy would have no

way of knowing because after he submitted the request for a

contribution to Janice he has no other involvement with the

contribution other than attending the function if a

contribution is authorized; after reviewing Hotter's letter

Mecredy spoke with Mr. Scheckter and was told of Bob Hotter

suggesting a reimbursement scheme;

Mecredy had no idea of why Motter would set up a

reimbursement scheme; Only persons who could influence

Motter - in the sense of having the clout to direct Hotter

to do something - are Jody Scheckter, Clare Fawkes and a be

Mecredy, but Mecredy is certain Mr. Scheckter didn't LA9



the reimbursement scheme be done. Mr. Scheckter is

notorious for not submitting anything, including meal or

business travel, for reimbursement, so it would be totally

uncharacteristic for him to direct that he be reimbursed for

these political contributions; Mecredy didn't know the

reimbursements were going on - if he had, he would have

ordered it to be stopped because he knew that a corporate

donation would not be proper and that reimbursement from the

corporation for a private contribution is also not

aopropriate; Clare Fawkes would not direct such a matter

because she was not involved in the political contribution

matters and because she was a stickler about everything

being done "by the booke.

Mecredy believes Motter acted alone and on his own

initiative in setting up the political contribution

reimbursement scheme.

g:\gvc\fats\ internal\not-accr. fal



1File (F.A.T.S. Internal Investigation)

FROM: Fernand A. Lavallee

DAITE April 24, 1994

RE: Interview Notes from Interview of Janice Dean

• These notes memorialize the interview of Janice Dean by

Thomas Kelly and me. The interview was conducted at FATS'

facilities in Suwanee, Georgia, on the above noted date.

Ms. Dean was interviewed alone and in confidence, with no

other individuals present.

Ms. Dean joined FATS in April 1992, and is the Executive

Secretary to Jody Scheckter and Clare Fakkes. Her duties

include keeping Mr. Scheckter's checkbook. Ms. Dean

commented that generally Mr. Scheckter has no knowledge of

the balance in his checking account or even of the specific

items she writes from his account. As a matter of routine,

Ms. Dean writes the checks, keeps the balance and makes the

deposits into Mr. Scheckter's account.

a ioTdw4
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Ms. Dean stated that from the start of her tenure at flTS

she has from time to time submitted various expenses

incurred by Mr. Scheckter for reimbursement. When she has a

reimbursable expense, she would fill out an expense report,

conspicuously stating the nature of the expense, and

attaching proof such as receipts or copies of personal

checks written for the reimbursable expense. Ms. Dean

stated that she took the initiative because Mr. Scheckter

rarely submits expenses for reimbursement.

Ms. Dean noted that she is aggressive, and not afraid to

throw her weight around. She stated that she is known to be

persistent, and is proud of this reputation. Ms. Dean

stated that she feels it is her personal professional

responsibility to aggressively help Mr. Scheckter, including

helping him by pursuing reimbursements he is entitled to.

She noted he has never directed her to seek reimbursement,

nor does he typically know the specifics when she does seek

reimbursements on his behalf.

Ms. Dean indicated that before Mr. Motter arrived at FATS,

she remembers submitting a request for reimbursement for a

political contribution. She said that on the documentation

requesting reimbursement she clearly noted that the purpose

was for a political contribution. Ms. Dean stated that she

believed political contributions were legitimate,

*t1uWC% tots% ~~~tn~4~.f 2



reimbursable business expenses, and that she was not,

of any laws or regulations forbidding or limiting politi4i

contributions by corporations, or reimbursements to

individuals of such expenses.

Ms. Dean stated that no one at FATS ever directed her or

pressured her to seek a reimbursement for a political

contribution made by Jody Scheckter. Ms. Dean answered a

direct inquiry about whether either Jody Scheckter or Clare

Fawkes ever directed her, pressured her or indicated they

expected her to seek reimbursements for Jody's political

contributions, by stating that Jody and Clare never did so.

Moreover, Ms. Dean stated that Mr. Scheckter has no

knowledge of the reimbursements for political contributions

she obtained for his account because she initiated the

requests for reimbursement on her own without ever advising

him. She believed such action was within her job

responsibility and authority.

Ms. Dean explained that the way she would make a political

contribution was that she would occasionally receive a

request to write a check for a political contribution from

Mr. Bob Mecredy. Ms. Dean stated that Mr. Mecredy would

request a check for a specific event or political function!

that, in Mr. Mecredy's opinion, Jody Scheckter should

support. Mr. Mecredy would also provide the invitati

9z \qvc tt* k inte ,et A*". al~ 3



ticket or other document evidencing the political event or

function, its date, the candidate or organization involved,

and the amount to be contributed. Ms. Dean stated that she

would then decide - without consulting anyone - whether to

actually make the contribution. Sometimes she did, and

other times she would not. Ms. Dean stated that she never

considered the political party or politics of the candidate,

but instead the decision of whether to contribute was based

on whether Ms. Dean felt the balance or cash flow in Mr.

Scheckter's account for the month the contribution was to be

made was sufficient to justify making the contribution.

Ms. Dean recalls that Mr. Motter began working at FATs

around November 1992. She stated that she held him in high

regard, and believed he was a man of intogrity. Ms. Dean

stated that she frequently would speak with him, and that he

often confided in her. Ms. Dean said she trusted Mr. Motter

and his judgement because of his integrity and because he

seemed to know what he was doing and was very knowledgeable

about his job.

Ms. Dean submitted a request for reimbursement for a

political contribution with all the documentation she had

routinely submitted since early 1993. Ms. Dean stated that

Mr. Motter brought the request and all the accompanying

documentation back to her and told her that it was not

~ c~~tih4



pope, for FATS to reimburse Jod4 Sbeckter got ,al

co~trbMtioe, M. Dean does not recall the- e of

the conversation, but she remembers she pressed M. Hotter

by insisting that there must be some way to gain

reimbursement. Ms. Dean said she did this simply as part of

her persistence and aggressive approach.

Mr. Hotter discussed the matter of reimbursing Mr. Scheckter

for political contributions with Janice. He told her that

it was illegal for the corporation to reimburse Mr.

Scheckter through an expense reimbursement as Janice had

requested. Ms. Dean said that Mr. Motter then told her that

he did have a method for reimbursing political contributions

to Mr. Scheckter. Mr. Motter told Janice that she could

submit the amount paid for political corifributions from Mr.

Scheckter's checking account on a quarterly basis to him on

yellow post-it notes. Mr. Motter expressly directed Us.

Dean not to submit an expense report, reimbursement request

or other written record or document. Mr. Hotter said that

he would then process a special payroll bonus to be issued

to Mr. Scheckter for the amount of the political

contributions made during the quarter preceding. Mr. Hotter

stated that the bonus would be a *manufacturing bonusa or

something to this effect. Ms. Dean recalls that Mr. Hotter

did say he would have to think about the scheme and that he

didn't think the procedure was legal.

1 %vc% f~ts% isto"W0" t al5



Ms. Dean stated that she did as Mr. Hotter directed, .

October 1992, she stopped submitting expense reports-based

on Mr. Hotter's direction and instead submitted a post-it

note with the amounts of political contributions made. Ms.

Dean believes she did this at least twice. She is not

certain why she stopped submitting the post-it notes, but

she believes that she became to busy with the move to the

new facility and simply forgot or did not have time to

submit a note to Mr. Motter. She kept no copies of the

notes. Mr. Motter did cut at least two special payroll

bonuses reimbursing political contributions to Mr.

Scheckter. Ms. Dean personally deposited these checks in

Mr. Scheckter's account. Mr Scheckter never saw the

reimbursement check.

a

Ms. Dean said she did not believe the scheme was illegal, or

a problem, because she felt Mr. Motter would not actually go

through with any scheme or action that was truly illegal,

based on her conviction that he was a man of integrity and

judgment. Rather, Ms. Dean believes that he figured out an

appropriate and legitimate method for making the

reimbursements. In retrospect, Ms. Dean believes that Mr.

Motter probably was afraid or intimidated by Ms. Dean

because of her proximity and rapport with Jody Scheckter and

Clare Fawkes. Ms. Dean is certain that she never told Mr.

Motter, or led him to believe, that either Mr. Scheckt
24,i
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Ms. Fawkes was ordering or expecting the reimbursmtw4

be made for political contributions.

Mr. Scheckter did not know anything about Ms. Dean's

conversations with Mr. Motter, or the reimbursements to his

account for political contributions. Ms. Dean stated that

her whole motivation was her focus on recouping as much of

Mr. Scheckter's expenditures as she could.

Ms. Dean stated that the reimbursements checks for the

political contributions were signed by Bob Motter; the

checks were FATS corporate checks, manually issued; no memo

appeared on the checks; and Mr. Scheckter did not know of

the checks.

Janice observed that Bob Motter is a decent man; he

expressed a lot of concerns but often he didn't make sen~se;

Janice feels that Bob wouldn't do something if he really

felt it was wrong; Janice didn't think twice about the

legality of reimbursements on the political contributions.

About 2 weeks, maybe a month before the auditors arrived in

May, Mr. Motter yelled at Janice to get him something; Me.

Dean recalls this because this was uncharacteristic behavOr

for him; Janice thought this was due to extreme pressure ,4

to preparations for the annual audit.

Ezii 7



Mr. Hotter told Janice on more than one occasion that he, has

never felt secure in his job at FATS.

In early May (maybe while auditors were at FATS) but after

the time Bob yelled at Janice, Clare Fawkes came to the

office with her new baby (Freddie); she left in a hurry and

didn't say anything to Bob Motter; Mr. Motter came to Janice

agitated and asked if he was being fired; Janice asked why

he was asking such a thing -- Mr. Motter responded that

Clare Fawkes left without talking to him - she hadn't said

so much as hello; Janice told Mr. Motter not to worry - she

sometimes went a day or two without talking to Clare and it

had nothing to do with plans to fire anyone.

a
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MEMORANDUM

TO: FATS File

FROM: Thomas J. Kelly, Jr.

DATE: June 17, 1994

RE: Interview with Bob Motter on June 14, 1994 in -,cIt , GA

The purpose of this memorandum is to memorialize my in to View Wa, w.

Robert Motter, Chief Financial Ofer for FATS, Inc. This memorandum is pr0md

from discovery by the attomey work product prMvilege.

Mr. Motter stated that he came to FATS as Chief Financial O1ao in

November 1992 after leaving Ferranti Technologies, a wholly owned 1bdm-- of

Ferranti, Inc.

I asked Mr. Motter to explain the events which led him to wrNe to Wk. Thms

Madden of Venable, Baetjer, Howard & Civiletti ("Venable") informing him of possible
REDACTEC

violations of COPY

the Federal Campaign Election Act (*FECA").
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W It the FECA aspect of Mr. MotWs corncern I d Mr.

Moer that we all unde-P-od that there was in fact a problem wU e splpet to &

reimusemnt of political contributions. I asked Mr. Mof"er If he had aqpoved the

18
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rekimusement of political contributions, and he said yes. Mr. Motter relsratsd what

a difficult atmosphere FATS was in which to work. Mr. Motter stated that Mr.

Scheckter wanted reimbursement for the political contributions and that was the end

of the discussion. I asked Mr. Motter when he became aware of the problem, he aid

he was unsure of the dates but that he had been involved with reimbursin three

contributions. I asked Mr. Motter if he had ever had a direct conversation with Mr.

Scheckter about reimbursing his expenses for political contributions. Mr. Motter

replied that he remembered one conversation with Mr. Scheckter in which Mr.

Scheckter "basically said make these [the political contributions] look legal." I asked

in what context that conversation occurred to which Motter replied, that Mr. ScheckrlW

was preoccupied and just said, "make it look legal, you know what to do," and them

walled away.

Mr. Motter explained that there were two ways to reimburse Mr. Schecksm the

money: 1) through accounts payable or 2) through payroll. Mr. Motter explained tha

he opted to reimburse Mr. Scheckter through a special payroll bonus so that n

though it was not legal, Mr. Scheckter would not encounter any further legal problem

with respect to the IRS. Mr. Motter again stated that Mr. Scheckter made it clear OWi

he wanted to be reimbursed for the political contributions. Mr. Motter said the

reimbursement requests came from Mr. Scheckter through Ms. Dean. Mr. Moter

19
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stated that Ms. Dean came to his office once every three mt or so -Ut 1e

amount of political contributions on a post-it note. Mr. Motter would hen "a Mr.

Scheckter a special payroll bonus for that amount. Mr Motter claims that afr the

last check was reimbursed, sometime in September of 1993, he sid that he would

no longer reimburse those expenses and he put a stop to it.

I asked Mr. Motter if Ms. Dean was aware of FECA and its ramificaions. Mr

) Motter replied that he was not sure. I asked Mr. Motter if there were any diWcusaons

of reimbursing Mr. Scheckter with Ms. Fawkes. Mr. Motter could not recal any.

:)

REDACTED
COPY

20

u: nvetVnOtW2.nrrem



REDACTED
COPY

21

U:~nW~,,aUfr2jIUn



u:smv~st'iWn, 2.umw

REDACTED
COPY

END OF MEMORANDUM

22

a.



VENA

*iALTOMOK, M A

McLEAN, VA

ROCKVILLE, MO
TOWSON, MO

SEL ARl1. MO

*tC A O . Vso. i [ ela ln . ,o,
C"1*-, NC" I N¢, NOWlAlG 4 1670- 1048I

W*1TlC*S DINCCT Numeem is

(202) 962-4857

m AT7~
SUITEl[ lci@A @@ I l,

1, 0 New YomK Avenue, N. W.
WJI II . D.C. IRO0M017o

tamS me-.MP1*XIAN) 01M-000

TtLltX 003

THOMAS J. CO3gft

July 27, 1994

5oA,Anthony T. Buckley, Esq.
Federal Election Commission
Room 657
999 E Street, N.W.
Washington, D.C. 20463

Dear Mr. Buckley:

I have enclosed a redacted copy of the letter whichRobert R. Hotter wrote to Thomas j. Madden of this firmregarding Firearms Training Sytems, Inc. ('theCorporation"). You had reested a copy of this letter.
We have ascertained that the Corporation opened at itspresent location in uwanee, Georgia on November 22, 1993.

Please contact m if you have questions with respectto these issues.

Sincerely yours,

Tho as J ooper

TJC/dd
Enclosure
94 24/DCINT
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August 18, 1994
(508) o62-4600s

3012A0 z. r

Dear Mr. Buckley:

This letter is with additional reference to the immigration status of Mr. Jody D.

Scheckter. I have enclosed a copy of a letter from George E. Lee, Esq. of the law

firm of Lee & Lynch of Atlanta, Georgia. Mr. Lee represents Mr. Schecker in
immigration matters.

As you can see, Mr. Lee's letter indicates that Mr. S cheNkmr is cumlry
residing in the United State as a lawful permanent resident w n meanig of the

immigration laws and obtained that status on Septmber 17, 1990. This asseron is
confirmed by copies of the Form 1-181(b) which are enclosed with the howr.

Mr. Lee's letter also points out that Mr. Scheckler had evidenced an inent to
emigrate to the United States in March of 1987 when his employe d a sixth
preference immigrant visa petition ("the Petition"). The Petto was apred on

February 29, 1988. AN that remained to be done with respect to Ahieving permanent

resident status following the approval of the Petition was the filing of an pc by

Mr. Scheckter for the adjusttment of his immigration status. However, t s could

not be taken at the time of the approval of the Petition because no vis nmbers
were available for Mr. Scheckters use.

The Petition, according to Mr. Lee, "essentialyclassified" Mr. h as an
intending immigrant. Mr. Lee continued that:

F RE .
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Anthony T. Buckley, Esq.
August 18, 1994
Page 2

Unfortunately, at that time there existed severe quota
backlogs for the employment-based sixth preference
category which precluded the Scheckters from immediately
filing for permanent resident status.

At the time of the filing of the Petition, both Federal agencies, which
the immigration statutes, the Department of State and the Immigration and
Naturalization Service, regarded such a filing as an indication of intent by Mr.
Scheckter, to be a permanent resident of the United States.

Please let me know if you have additional questions regarding this mms.

Sincerely,

Thomas J. >tlly, Jr. /

Enclosure
u: rnv~ats~ts.tqk-1
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August 12, 1994 I.

Thomas J. Kelly, Jr. VIA_ EACSIIL.
Venable, Baetjer, Howard & Civilettti (202) 962-8300
Suite 1000
1201 New York Avenue, N.W.
Washington, D.C. 20005

RE: Jody Scheckter and Clare Fawkes Scheckter;
U.S. Immigration Status

Dear Mr. Kelly:

At the request of Mr. and Mrs. Scheckter, I am writing this letter
to summarize their U.S. immigration history and current status.
This firm has represented both individuals in matters pertaining to
their immigration status since 1985.

Both Mr. and rs. Scbeckter are currently residing in the United
States as lawful permanent residents. They obtained this status on
September 17, 1990 at the Atlanta District office of the U.S.
Immigration and Naturalization Service ("INS").

For your records, I am attaching copies of their Forms 1-181b as
issued by the INS office on that date which confirms their
permanent resident status (Exhibits Ai and A-2).

The underlying basis for their permanent resident applications was
the fact that Mrs. Scheckter was registered as an NP-5 visa lottery
"winner" in January of 1990. Her application for the NP-5 visa
lottery was submitted in January of 1987. I have attached a copy
of my correspondence to the U.S. Embassy in London dated April 27,
1990 which addresses the NP-5 registration issue (Exhibit- ).

It is important to note that prior to becoming NP-5 visa lottery
"winners", the Scheckters had both evidenced an intent to emigrate
to the United States by the filing of sixth preference immigrant
visa petitions.



" 4," .1

3k'. Thomas J. Kelly,, Jr.
AUgxat 12, 1994
Page two

These petitions, f iled by their employer in March of 9pS?,essentially classified both individuals as intending 4-.,rav.,.
Unfortunately, at that time there existed severe quota backlogs torthe employment -based sixth preference category which precl~ded theScheckters from immediately filing for permanent resident status.For your records, I have enclosed copies or their respective sixthpreference petition approval notices as issued by the INS ( ibitC-1. C-2 and C-3), as well as correspondence from the U.S. Embassydated March 22, 1988 regarding their pending petitions (Exhit D-Ia. D-lb. D-2a, and D-2b).

Last of all it should be noted that, according to my records, theScheckters have been treated as "residents" of the U.S. for taxpurposes since 1986. I have attached a copy of a letter to thiseffect written by me on July 13, 1989 along with a form issued bythe INS to verify Mrs. Scheckter's (nee Fawkes) status at that time(EXhibits E-, and E-2).

I hope that the contents of this letter are illuminative to you andany others concerned with the Scheckter's immigration status.
If further clarification or documentation is required please do not
hesitate to call on me.

Best regards.

Sincerely,

L & LYNCH, P.C.

rge E. Lee

GEL:kb
Enclosures

cc: Jody and Clare Scheckter
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April 27, 1990

Embassy of the United States of America
Cariqrant Visa Branch
5 Upper Grosvenor Street
London, WIA 2JB

ATTN: immigrant Visa Section

Re: Clare Mary FAWKES
NP-5 Category
D.O.8.: 21 April 60

Dear Sir or Madam:

Reference your correspondence dated January 5, 1990 informing Ms.Fawkes of her NP-5 visa lottery registration (copy attached).Please be advised that pursuant to the provisions of Section 245of the INA, Ms. Fawkes and her spouse have applied for adjustmentto permanent resident status directly with the U.S. Iiniqration &
Naturalization Service.

Thank you for your assistance in this matter.

Best regards.

Sincerely,

LEE & LYNCH

/s/
George E. Lee

GEL:lc
Enclosures
cc: Clare Fawkes



1KarCh 2, 1988

Mr. Jody Scheckter, President
Firearms Training Systems, Inc.
6020-F Unity Drive
Norcross, GA 30071

Re: Approval of Immigrant Visa Petition

Dear Jody:

As discussed with you by telephone today, the U.S. Immigration
0and Naturalization Service has approved the *u1T3 preferenceimmigrant visa petition filed on your behalf by Firearms TrainingSystems, Inc. I have enclosed a copy of the approval notice foryour records. The approved petition has been forwarded to theU.S. Embassy in London for processing of an imigrant visa.

Currently, immigrant visas are available to individuals who filedsixth preference petitions prior to January I, 1986. Yourpriority date is March 31, 1987. Therefore, I expect it will beapproximately one year before you can apply for permanent
resident status. I will keep you informed of sixth preference
visa availability as it pertains to your case.

r
We will need to obtain a one year extension of your L-l) nonimmigrant status which expires on July 31st of this year. Theearliest we can file a request for extension will be April 30th.
As always, if you have any questions or problem reqarding your
status, please do not hesitate to call me.

Best personal regards.

Sincerely,

LEE, LYNCH & LAMB

/G S/

George E. Lee

GEL:ak
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ftreacm fainM s t, tn
ATTN~: Claw* ?aswks, SCecary andi mmunagm Diret,
C/o Geocge 9 Lee, Attamey at Law

100 C01o y Sqmm, Suite 2.124
1175 A:ENm.. et, .q. E.
Atlata, Georgia 30361

asp, NAME AND ADDRESS OF PETIIONER __W .

THIS NOTICE TO BE MAILED TO THE ATTORNEY OR REPRESENTATIVE, IF ANY

EXHIBIT C -2

El

!
I



gou 0C INrnu T t -nitLUKEN(t PMMlbN AWRO**#.O UNDER SECTION 33U to
W TH. IMMIGRATION %NO NAIIONAIJTY A'T. A-% AMENDED.

-- g_, , ,, p... .. _- __ _.Oo aim pu ism g ~g i g n .... .. . . .. SA,

IPRATIFTHERE IS AYCHANG INORINETO
TO EMPLOY OR BE EMPLOYED IN THE CAPACITY INDICATED
IN THE JOB OFFER. NOTIFY THIS OFFICE IMMEDIATELY.

SWt be d~toay, be esmtoyed b S em poye In SW ca..My u c.e In S.earb gob~m o.br.

Peebe advis, tl hai alpproval of the pastion confers upon the bxeeloary an app.,opriate da111 aon. The appiomal consstut, rio
asuraae t.hat the Ihenefaciay wail be found eligible for admauon to the United Stats,. adjst to lawful permane m reietsatus. or

visa mawcg Elagibahty for admisson or adjustugt determaed only .- hen applkicaon tierdor is made to as'nlua o 01rg-.
€llmyfour ' manor us dacitmord only when zpp~sciao therefor ,s maie to a consular of1'm who m unde~r the pun-udauo of the.

U.S. Depaznem os Staic. If the benefitciary's approved pliuion hats bccn forwardcd toa United Swets cosutate.. aM anqaaamconortig
"11a111of a vsa for t fctary should be a to the Consul In add"oont pa noe the item below which are indcated by

"K" mak €coomwwf ,ara petiouo:

._ -- Yoret a for prfran d c auoo has been aproved b the Scrv'c and for+aurded to the Unatod Stass Cotuuaa as

- L.J _______________ __ Under he law only a latmti,d number of visas may be issued by the Departme~nt

of"StaiC dunrr aci vea. and th,,y must be siuc stncily an te order an "tch pettos wer Cted Ibr the stem dassiacasacn When the

"--- ! l "benl mary'$ bunrlt S; mae on the vtsa~ iwatinhg li.t the Lnse States ,L• Consl~ w~i anform the benecia.) and caxisida' msanor of the vis..

T l~ l~ has I ppr'Ox'd It w as forwared to the Uamed Stares Consulae at frxiu . R ,fi i.f "
t~ ve houh the pettion stales as :he benfisasy 15 U) bth United St ates and wall apply (or/ g adjsmeat ofstatus sO that of a Lawful

pmietrsident Undr die€ jaw onty a Imited number o4" '.u re am,,lable to applicants (or each preferenti who an seeking
N' ad~smam o1 status tO that of lawful permanens residents an t.e U neal Staza or Imauns m ias abroad. vuia atn issued suialy m the

orera wbeda puimN were Vld for t he same €.d' liai . Saw a t isa is not presencla a. alale. the oeutefaaiarv may uao now aPl. for
"" d~ateaas of statuss to chat of" a pernataneo readu. Wheat the benefaciars turn is reached on t.he vis w-aitin lea. the United StateCs

Th E patio. hb berna approved and fo87ard to the Unte Sua Conulte a_
, [] AbouhLOM- the ppmiom states tha t t 1 rd c a) . II in she Unuet SCttes and adl apply for atlsnmem of satus to th10 1 a lawful

pnMis e sadn ow". a ew of the b I no aI'I .in :dla tha u te benoicaark ma) hae e a or acrp untamhoi

.- ) employmm after Jawary I. 1977 and piorm so fdl an applicatio for adljustmn't o~rstatwu. Th beae'~aar- may shcrdorc besatutonlyinsae or adluma o/uasus wnder secti 21(C) of the immigrbeon and Nationality Aci. If. ho e. the ben1au is not
statutorily anetlht or apoamem of status unde s=ton 245(c) o (:he ACt he taeneic.ry shounle an aplcato for adstum e of

status (Form 4 . and the ao r oed vmsa po tsto wall I ertuned to twhs offic.

(Y*d"m p ortion has born apr v md ionly whe 6a the benefa r s in the Unlarl Slts ho apply tO boe a lawfrul
U.rmanent i Th end d a cton for thus purpos (Fr 1-5) b houed beo d ani d mual ae bysulathe M bA tIdamayw tin
-30 day an acorda wt h the ibnserol be onainded the n. (If the bencalh ple gxviousy sutmbel Form -i wr iu was

rturned to htahe. heshe should submat that form watbin 30 dapt.)[] Y pe m been approvle. bietefaciam wul be aproed of the decision m ade on the Upad nplitedo to e-one a lawfu

pwnwrsdn (Form 1.35).i Firearms Training Systets, t ic

T 'p t : Jody Scheckt er, r esident & General M nE ana
c/o George E. Lee, Attorney at oSaw
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Atlanta, Geocgia 30361

[-., J ro!, NAME AND ADDRESS OF PEmIT1ONER
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PIse read aar fully the ,_r,,apbs-checked below. You my disrog
a- uchecked parvgraphs.

Unfortunately, visa mmber3 are not prantly available foryour use and it is not possible to determine, with any degreeof accuracy, when visa numbers will become available. Youmy be assured, hovever, that you will be notified as soon asnumber are available and further conaidermtion can be givento your application. The reason for this delay is becausethere are sore applicants for visas than there are iinigrantvisa numbers available under the num.rical litaLion$prescribed by law. At the present time, visa numbers in your
category are:

( ) unavailable

("- available for persons who have a Priority date earlier
than (

C ) Since you are at present only qualified for a nonpreferecevi3a and such numbers are not available for you at this time,it my be to your advantage if your Prospective empa yw inthe United States would submit a petiton (Form 1-14O) to theIingratioo and Naturalization Service in the nLted Statesto accord you third or sixth preference status. We taVe,therefore, returned your approved labor certification to yourprospective employer with a notice to this effect. While theapproval of a tbird or sixth preference petition wouldnormally expedite consideration of your case, it should benoted that the approval of such a petition does not ensurethe immediate availability of a visa number.

Dvs-869A
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Please read 2trefull the raph checked below. You my dLsteaagany zinhhecked Parrpas.

( ) Unfortunately, visa numbers are not Pr"sently available foryour use and it is not possible to determine, with any degreeof aCcuracy, when visa numbers wll become available. Youmy be assured, however, that you will be notified as soon asnumbers are available and further consideration can be givento your application. The reason for this delay 13 beC&Methere are more applicants for visas than there are imlraatvisa numbers available under the nmerical liaitatjonsPrescribed by law. At the present time, visa =u1ers in yourcategory are:

( )/ unavailable

available for Iersons who have a priority date earlier
than 'C1 '& k

( ) Since you are at present only qualified for a nonprefereucevisa and such number are not available for you at thi3 time,It may be to your advantage if your Prospetive employer Inthe United States would submit a petiton (Forn 1-140) to theIYmlgration and Naturalization Service in the United Statesto aocord you third or sixth prefereme status. We have,therefore, returned your approved labor certificaton to yourProspective employer with a notice to this effect. While tt"approval of a third or sixth preference petition wouldnormally expedite consideration of your ease, it should beDoted that the approVal of such a petition does not ensurethe imediate availability of 3 visa number.
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AooAvA. OnomSIA 3nS

July 13. 1989

TO WHOM IT MAY COCtyN

Re: Clare Mary Fawkes

Dear Sir or Madam:

This statement is written to confirm the United States residencestatus of Ms. Clare Nary Fawkes. This firm is counsel to Ms.Fawkes and her employer, Firearms Training Systems, Inc., on avariety of matters. She is a British national who has resided andworked in the United States since 1985 pursuant to the terms of anintracompany transferee visa petition approved by the U.S.Immigration & Naturalization Service. Her residence since 1985 hasremained 6096 Courtside Drive, Norcross, Georgia. Since 1986 Ms.Fawkes has filed U.S. resident personal income tax returns and isconsidered a "residmnt" of the U.S. for tax purposes. Moreover,she is the beneficiary of a petition, approved by the U.S.Immigration & Naturalization Service, to classify her as animmiqrant to the United States.

I have attached to this statement a certification from the U.S.immigration & NaturaliZation Service attesting to Ms. Fawkesstatus. Also, Attached is a certified copy of the notice otapproval of the imigrant visa petition.
If we can be of furthber assistance please do not hesitate to
contact this office regardinq Ms. Fawkes residence..

Sincerely,

LYNCH & LAMB

George E. Lee

GEL: ic
Enclosure
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(202) 962-4857 T JOMA J. COOPCIR

August 23, 1994

"PNE-V P- o.
Anthony T. Mickley, Raq.
Federal Eloction CAmeISsion
Room 657
999 1 street* N.V.
Washington, D.C. 20463

Dear Mr. Buckley:

This letter is a follow-up to our telephone
conversation of August 22, 1994. I have enclosed a copy of
Jody D. Scheckter's alien registration receipt card as well as
a brief letter from his imigration counsel which speaks to the
adjustment date of his imgration status.

Please contact me if you have any additional questions
on this matter.

Sincerely,

noos J.oper

Enclosure

9320/oCiMT



August 23t 1994

OOaOs F. LM

Thomas J. Kelly, Esq.
Venable, Baetjer, Howard, Civiletti
Suite 1000
1201 New York Avenue, N.W.
Washington, D.C. 20005

VIA FACSIMILE
(202) 962-8300

Re: Jody David qcheckt*er:
U.S. Immigration Status

Dear Mr. Kelly:

Further to my correspondence to you dated August 12, 1994, 1 anwriting to clarify the date of Mr. Scheckter's adjustment to lawfulU.S. permanent resident status. I previously sent you a copy ofForm I-181b as issued by the U.S. Immigration and naturalization
Service (*INS") on September 17, 1990. This form is issued at thetime the alien registration receipt card is requested from the INS"green card" processing facility. Although it usually takes two tofour months for the individual to receive the actual car, theadjustment date is effective as of the issuance of the Fors 1-181b.

For your records, I have attached a photocopy of Mr. Scheckter'salien registration receipt card which lists the place and date of
adjustment on the reverse side

I hope that this information is useful to you.

Best regards,

rge E. LeeZ-sGEL: Ic
Enclosures

cc: Jody Scheckter

~A~4Z 1 ~
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999 9 Streete 3,W.
WaShingto.o D.c. 20"S 5 SaA

FPIRST EEa.C L 33PS

Pre-NUR # 302 V
Date Activated: July 11, 1994
Staff Member: Tony Buckley

SOURCE: INTERNALLY GENERATED

RwSPeOEITS: Firearms Training Systems, Inc.
Jody D. Scheckter
Janice Dean
Robert Necredy
Robert Hotter

RELEVANT STATUTES: 2 U.s.c. S 431(11)
2 U.S.C. 5 441b(a)
2 U.S.C. 5 441c(a)(1)
2 U.S.C. 5 441e
2 U.S.C. 5 441f
11 C.F.R. S 110.4(a)(3)
11 C.F.R. 5 110.4(b)(1)(iii)

INTERNA RPOR-TS CHECKED: Dun & Bradstreet

FDL AGUICIES CHECKED: None

I. TIon OF RATTER

)On July 1. 1994, Counsel for Firearms Training Systems, Inc.
N, (oFirearms Systems") submitted a letter advising this Office of
Ocertain apparent violations of the Federal Election Campaign Act

of 1971, as amended ("the Act" or =FECA"), which had been

committed by their client. Attachment 1.1 These apparent
violations had been discovered by the corporation during the

course of an internal investigation and involved contributions

1. This letter resulted from a telephone conversation betweenCounsel and this Office on June 29, 1994.

2~*. ~



apparently made by the corporation's Chief Rxecutivt Officer, Jody

Scheckter. The internal investigation had been prompted by &

Ray 17, 1994 letter from Robert Hotter, the corporationes Chief

Financial Officer, to the corporation's legal counsel.

Staff of this Office met with Counsel at their request on

July 8, 1994. At that meeting, staff reviewed with Counsel the

various violations that appeared to exist, as described in the sua

sponte submission. Staff requested that Counsel allow this Office

to review the notes from their investigation which were used in

crafting the sua sponte submission, so as to assist this Office in

better understanding and advising the Commission on the violations

described in the submission. Staff also requested clarification

as to the issue of representation. Counsel agreed to provide the

notes, and indicated that they might have a conflict with respect

to one potential respondent, but that they would look into jointly

representing all potential respondents so as to help effectuate a

quick resolution. Counsel also agreed to answer any questions

occasioned by our review of the materials they intended to

provide.

On July 14, 1994, Counsel contacted this Office and advised

us that the Federal Bureau of Investigation (*FBI") had conducted

a raid of Firearms Systems. Counsel further advised that the

warrant authorizing the search applied mainly to violations of the

Foreign Corrupt Practices Act, but also mentioned violations of

the FECA. Counsel expressed their continued desire to assist the



Comission in understanding the violations and in resolving tj8

matter.

On July 18 and 19, 1994, Counsel produced the noit*. '-W

at the July 8 meeting. Attachment 2. Counsel also provided a

joint designation of counsel for several individuals.
2

On July 20, 1994, this Office contacted Counsel with

questions raised by our review of the materials they had provided.

Specifically, this Office noted that the interview notes all

referenced the letter that Robert Hotter had written which

resulted in the internal investigation. This Office asked to see

that letter, as it appeared to be necessary for a proper

understanding of the violations. The letter was provided on

July 27, 1994. Attachment 3.

Also on July 27, 1994, this Office was contacted by the

Director of the Election Crimes Branch, Public Integrity Section,

Criminal Division of the Department of Justice. The Director bad

become aware of the sua sponte submission through a meeting

between Justice Department officials and Counsel shortly after the

FBI raid. The Director informed this Office that their research

determined that Jody Scheckter was in this country on an L-1 visa

and that, therefore, he met the definition of a "foreign national3

2. Counsel now represent, in addition to the Firearms Systems,
Jody Scheckter, Janice Dean, and Robert Mecredy. Counsel has
stated that a conflict prevents them from also representing Robert
Hotter.

uM v : ,.' lo w,.'
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under the Act. On July 28, 1994, this Offt a, OW ON
as to clarify this issue, and was inforied that Ng . i was
granted permanent resident status a *ept6Sr AF t i

August 18 and 23, 1994, Counsel submitted Lnforastioa

corroborating Jody Scheckterts permanent resident status.

Attachment 4.4

IX. FACTUAL AND LWL ANALYSIS

A. Applicable Law

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

corporation to make a contribution in connection with any Federal

election, or for any officer or director of any corporation to

consent to any contribution by the corporation. Pursuant to

2 U.S.C. S 441c(a)(1), it is unlawful for any person who has

entered into a contract with any department or agency of the

United States to make any contribution of money to any political

party, committee or candidate. The term "person" includes

corporations. See 2 U.S.C. 5 431(11).

3. During the July 8 meeting, staff had raised the possibility of
violations of 2 U.s.C. 5 441e, noting that Firearms Systems is a
wholly-owned subsidiary of a foreign corporation, and inquired
into the nationality of Mr. Scheckter and the source of the funds
used to make the reimbursements. Counsel informed staff at that
time that Mr. Scheckter had obtained a "green card, and,
therefore, is considered lawfully admitted to the United States
for permanent residence. Counsel also informed staff that
Firearms Systems is separately incorporated in the United States,
and that all funds used to reimburse Mr. Scheckter had come from
the activities of the U.S. corporation.

4. Because this evidence confirmed Counsel's representations with
regard to Mr. Scheckter's permanent resident status, the Justice
Department has indicated that it will not pursue any possible FaCA
violations.



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

foreign national to make any contribution in connection wt*

rederal, state or local election, or for any person to Solitet ay

such contribution from a foreign national. Section 441e is also

violated where a foreign national participates in the

decision-making process which results in a contribution. See

11 C.F.R. 5 110.4(a)(3). The term "foreign national" includes an

individual who is not a citizen of the United States and who is

not lawfully admitted for permanent residence. 2 U.S.C.

§ 441e(b)(2). In its advisory opinions, the Commission has

elaborated on the issue of foreign nationals, and has conditioned

its approval of contributions by domestic subsidiaries of foreign

national parents to state and local campaigns for political office

by requiring that no director or officer of the company or its

parent, or any other person, who is a foreign national may

participate in any way in the decision-making process regarding

the proposed contributions. See AOs 1985-3 and 1982-10; so* also

AO 1989-20. This factor has been codified at 11 C.F.R.

S 110.4(a)(3), as noted above.

Pursuant to 2 U.S.C. S 441f, no person shall make a

contribution in the name of another person or knowingly permit his

name to be used to effect such a contribution. This section also

prohibits any person from knowingly helping or assisting any

person in making a contribution in the name of another. See

11 C.F.R. S ll0.4(b)(1)(iii).
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3. l5SekgtOm

Jody D. Scheckter is the Chief Executive Officer of ritreM

Systems, an entity incorporated in the United States which 'isa

wholly-owned subsidiary of Firearms Training Systems

International NV, The Netherlands, Antilles ("the parent

corporation"). Firearms Systems has several contracts with

various Federal departments and agencies. Mr. Scheckter is a

South African citizen who was granted permanent resident status on

September 17, 1990. Mr. Scheckter was involved in the making of

the following political contributions which are at issue:

Date

10-20-89

02-13-90

10-25-91

04-14-92

08-13-92

10-14-92

02-02-93

06-05-93

07-14-93

According to

Donee

Darden for Congress

Thomas for Congress

Democratic Congressional
Campaign Committee

John Glenn for Senate

Committee

Richard Ray for Congress

Friends of Newt Gingrich

Darden for Congress

Friends of Newt Gingrich

Don Johnson for Congress
total

the information provided by Counsel,

contributions were handled in the following manner. Solicitations

were received by Robert Mecredy, the Director of U.S. Military

Marketing of Firearms Systems. Mecredy would review these

requests and decide which events were appropriate to attend,

No.

1

2

3

Amount

$ 500

$ 500

$2,000

$2,000

$ 500

$1,000

$1,000

$1,000

$ 500
$9,000



suggesting that the key consideration was which events would best

advance firearms Systems' business interests. fee AttacbhMt 2

at 14. Recredy would then advise Scheckter about any

contributions he felt Scheckter should make. If Scheckter gave

his approval, Necredy would then go to Scheckter's Nxecutive

Secretary and ask her to issue a check.

Commencing with the February 13, 1990 contribution to Thomas

for Congress, Mr. Scheckter's Executive Secretary started

submitting requests to the corporation to reimburse Mr. Scheckter

for political contributions.
5 These requests each indicated that

the reimbursement was being sought for political contributions

made by Jody Scheckter. Seee, ejg, Attachment 1 at 17-18.6

According to Counsel, these requests were handled the way

business-related reimbursement requests were routinely handled

within Firearms Systems.

In November 1992, Robert Hotter was hired as the Chief

Financial Officer of Firearms Systems. In February 1993, Janice

Dean again sought reimbursement for a political contribution by

Jody Scheckter. This contribution was the first contribution made

by Jody Scheckter since the hiring of Robert Hotter. In response

5. The Executive Secretary who initiated this procedure is no

longer employed by Firearms Systems and her identity and

whereabouts are unknown. This unknown Executive Secretary was

involved in the reimbursement of the February 13, 1990;

October 25, 1991; and April 14, 1992 contributions. Janice Dean

became Jody Scheckter's Executive Secretary subsequent to the

April 14, 1992 contribution, and handled all other reimbursements.

6. Reimbursements were effectuated for five contributions in this

manner, ending with the October 14, 1992 contribution to Friends

of Newt Gingrich.



tO Janie Deants request* Robert Hotter informed her that it was

illegal for corporations to reimburse individuals for pelfttw

contributions. See Attachment 2 at 19-20. However, notter4i ti

not insist that the corporation no longer reimburse Jody *eheckter

for political contributions; rather, he insisted that no paper

trail should be created which tied reimbursements in any way to

Jody Scheckter's political contributions.

To avoid such a paper trail, Robert Hotter established a

procedure whereby Janice Dean would, on a quarterly basis, inform

him of the contributions that required reimbursement. Information

was submitted on small *post-it" notes which were later discarded.

Robert Hotter would then submit requests for special payroll bonus

checK;. for Mr. Scheckter. The requests instructed the payroll

office to process these checks in the normal processing of

payroll, but via a separate check in an amount such that, when

taxes were removed, Mr. Scheckter was reimbursed in full for his

contributions. See Attachment 1 at 20-21. Nothing in the request

submitted to payroll indicated that a reimbursement for a

political contribution was being sought. Mr. Hotter has stated

that Jody Scheckter was aware of the illegal nature of this

effort, but that he wanted it done. See Attachment 2 at 42. But

see Attachment 2 at 9 (where Jody Scheckter made general conments

denying any knowledge of such a scheme). Contributions dated



February 2 and June 5, 1993, and possibly July 14, I,), Wer
7

reimbursed in this manner.

C. AAlysLs

The first two contributions in the chart above, the first of

which was not reimbursed, were made prior to Jody Scheckter being

granted permanent resident status. The first contribution

constitutes a direct contribution by a foreign national.

Accordingly, this Office recommends that the Commission find

reason to believe that Jody Scheckter violated 2 U.S.C. 1 441e

with respect to the first contribution.

Because Jody Scheckter was reimbursed, the second

contribution is properly considered a corporate contribution,

rather than a direct contribution by Jody Scheckter, a foreign

national. However, Jody Scheckter approved the making of the

contribution, and the contribution would not have occurred without

this approval. Such effort constitutes "direct participation in

the decision-making process" with respect to the making of this

contribution, within the meaning of 11 C.F.R. S 110.4(a)(3), and

further taints this corporate contribution. Accordingly, this

Office recommends that the Commission find reason to believe that

7. Counsel has indicated that the last contribution to be
reimbursed was the June 5, 1993 contribution, which was reimbursed
on July 30, 1993. See Attachment 1 at 2. However, Robert Rotter
has stated that the-Tst contribution to be reimbursed was
reimbursed "sometime in September of 1993." Attachment 2 at 43.
Additionally, Robert Hotter has stated that "Ms. Dean can* to his
office once every three months or so with the amount of political
contributions on a post-it note." Id. The frequency desevibed in
this statement suggests that this eT~irt was carried out more tkan
twice. Also, Janice Dean has stated that Mr. Rotter cut *at 1Mt
two special payroll bonuses reimbursing political contrib Uom
to" Jody Scheckter. Attachment 2 at 21 (emphasis added).



Jody Scheckter and Firearms Systems each violated 2 U.S.c. 5 441e

with respect to this contribution.

Robert Recredy has admitted that he approached Jody Sfteitor

and requested that he make both of these contributions.

Mr. Mecredy has further stated that, while he received a11 of the

requests for contributions from political committees, he only

chose the solicitations for events that were "appropriate for

Firearms Systems to attend to present to Jody Scheckter for a

contribution. This Office presumes that these considerations were

explained to Jody Scheckter at the time the contribution was

sought, and were meant to persuade Mr. Scheckter to make the

contributions. This activity by Mr. Mecredy appears to be an

effort to "solicit" a contribution from a foreign national, Jody

Scheckter, within the meaning of section 441e.

The Commission first addressed the issue of liability for

solicitation of a contribution from a foreign national in

MUR 3541. There, the Commission found reason to believe that John

Suarez, a U.S. citizen, violated section 44le by soliciting his

business partner, Jose Boveda, a foreign national, on behalf of

Citizens for Schoemel Committee ("the Schoemel Committee"). The

candidate, Vincent Schoemel, had requested that Suarez assist the

Schoemel Committee in obtaining contributions. See MUR 3541,

General Counsel's Report dated June 29, 1994, Attachment 2 at 3.

Although the facts of MUR 3541 involved an individual with an

agency relationship with the intended recipient of the

contribution, liability for solicitation of a contribution from a

foreign national under section 441e would appear to extend to "y



person who sets deliberately to procure such a contribution.

lere, Robert Recredy, by his own admission, approsohed g3

Scheckter, a foreign national, and requested that he sake'3Oth

contributions. Moreover, Recredy apparently induced Boheektor

into making the contributions by explaining the benefit that would

accrue to Firearms Systems through these contributions. Thus,

Mecredy's actions are consistent with this standard for

solicitation.8 Accordingly, this Office recommends that the

Commission find reason to believe Robert Mecredy violated 2 U.S.C.

5 441e with respect to both of these contributions.
9

Under the initial reimbursement efforts, where reimbursement

requests were submitted which clearly stated that they related to

political contributions, it does not appear that these efforts

8. This standard is consistent with the standard where
solicitation is at issue in criminal matters. See United' $4 V.
McNeill, 887 F.2d 448, 450 (3d Cir. 1988)(wher thcourtheld
that to establish . . . solicitation the government must prove
0 . . that the defendant had the intent that another pers* engage
in conduct constituting a crime . . ., and that the defendant
actually commanded, induced or otherwise endeavored to persuade
the other person to commit the [crime)" (citations omitted)).
This standard is especially appropriate with respect to the
foreign national prohibition, including the prohibition against
solicitation of a foreign national, which was previously codified
as part of the criminal law, and which was incorporated into the
FECA with changes being made only to the original statutes
criminal penalties, with new criminal and civil penalty and
enforcement provisions. See Explanation and Justification for
Regulations on Prohibited Contributions and Expenditures by
Foreign Nationals, 54 Fed. Reg. 48581 (1989).

9. With respect to Robert Mecredy's liability for soliciting the
second contribution, he has disclaimed all knowledge of any and
all reimbursement efforts. See Attachment 2 at 14. Thus, when he
solicited the second contribution from Mr. Scheckter, he
understood that he was seeking a contribution from a foreign
national, the sole standard for determining liability.
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10were undertakta In knowing and willful contravention of th. low.

Nevertheless, it is clear that Firearms Systems made coutrim-k

in the name of Jody Scheckter, that Jody Scheckter allowed b*

name to be used to make such contributions, and that Janice Dean

assisted Firearms Systems in the making of two of these

contributions in the name of Jody Scheckter. Accordingly, this

Office recommends that the Commission find reason to believe that

Firearms Systems, Jody Scheckter and Janice Dean each violated

2 U.S.C. S 441f.

As a further result of this effort, Firearms Systems made

corporate contributions, and Jody D. Scheckter, as an officer of

Firearms Systems, consented to such contributions. Therefore,

this Office recommends that the Commission find reason to believe

that Firearms Systems and Jody Scheckter each violated 2 U.S.C.

5 441b(a).

As a final result of the above, Firearms Systems, a

Federal contractor, made political contributions. Accordingly,

this Office recommends that the Commission find reason to believe

that Firearms Systems violated 2 U.S.C. 5 441c.

With Robert Rotter's participation, certain violations become

knowing and willful. Mr. Hotter has stated that he knew

reimbursing Mr. Scheckter was illegal, and that he conveyed this

information to Mr. Scheckter and Janice Dean. Mr. Mecredy has

stated that after reviewing Hotter's May 17, 1994 letter, he spoke

with Scheckter, and Scheckter mentioned that Rotter had suggested

10. These contributions include those numbered 2 through 6,
inclusive, on the chart above.



a reimbursement scheme, see Attachment 2 at 14.11 Janice 0en has

admitted that Rotter told her it was illegal to retibuwse

Scheckter for the contributions. Id. at 19-20.

Accordingly, this Office recommends that the Commission find

reason to believe that Firearms Systems made contributions in the

name of Jody Scheckter; that Robert Hotter and Janice Dean

assisted Firearms Systems in making contributions in the name 
of

Jody Scheckter; and that Jody Scheckter allowed his name to be

used to make such contributions; all in knowing and willful

violation of 2 U.S.C. 5 441f. This Office further recomends that

the Commission find reason to believe that Firearms Systems made

corporate contributions, and that Robert Hotter and Jody

Scheckter, as officers of Firearms Systems, consented to 
such

contributions, in knowing and willful violation of 2 U.S.C.

5 441b(a). Finally, this Office recommends that the Commission

find reason to believe that Firearms Systems, a Federal

contractor, made political contributions, in knowing and willful

violation of 2 U.S.C. 
S 441c.12

11. Scheckter has made comments which suggest that he did not 
know

about the reimbursement scheme, see Attachment 2 at 9, but 
these

general comments do not seem as reliable as the more 
specific

statements by Rotter and Mecredy.

12. This Office is not recommending any further section 4419

findings against Firearms Systems, as this Office is satisfied

that none of the funds used for the reimbursements came 
from the

parent corporation. In addition to the assurances by Counsel,

this Office obtained a Dun & Bradstreet print-out on FirOSrs

Systems. That print-out shows that, in each fiscal year in which

Firearms Systems reimbursed Jody Scheckter, its net profits

totalled in excess of $700,000. Thus, it is reasonable to

conclude that the $8,500 which was reimbursed over a

two-and-a-half-year period came from Firearms Systems 
itself.
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This Office also rocomends that the Comtssion oft2cr 
to

cnter into conciliation with the responboWtS prior to findiegs 
of

probable cause to believe. This Office is confident that we have

received sufficient information to address all violations 
which

may have occurred, and that no investigation is required.

Attached for the Comission's approval is a proposed

conciliation agreement
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Accordingly, this Office recommends that the Commission

approve the attached Factual and Legal Analyses and proposed

conciliation agreement, and the appropriate letter.

IV. asCOKKEMDTIOnS

1. Open a MUR.

2. Find reason to believe that Firearms Training Systems, Inc.
violated 2 U.S.C. 55 441b(a), 441c(a)(1), 441e and 441f, and
knowingly and willfully violated 2 U.S.C. 55 441b(a),
441c(a)(1) and 441f.

3. Find reason to believe that Jody D. Scheckter violated
2 U.S.C. 55 44lb(a), 441e and 441f, and knowingly and
willfully violated 2 U.S.C. 55 441b(a) and 441f.

4. Find reason to believe that Robert Hotter knowingly and
willfully violated 2 U.S.C. 55 441b(a) and 441f.

5. Find reason to believe that Janice Dean violated 2 U.S.C.
5 441f and knowingly and willfully violated 2 U.S.C. 5 441f.

6. Find reason to believe that Robert Mecredy violated 2 U.S.C.
5 441e.



7. 0 tf toeeilton with all respondents prior to
findings of probable cause to believe.

SConciliation 649 ***it 0
8.o M lss, and the appropriate 1ttt"* .

Lawrence R. Noble
General Counsel

BY:
Lo 8 G. Lernq
Associate General Counsel

Attachments:
1. July 1, 1994 Sua Sponte Submission
2. July 18 and 19, 1994 Submissions
3. July 27, 1994 Submission
4. August 18 and 23, 1994 Submissions

5. Reimbursement Checks from Scheckter to

Firearms Systems
6. Factual and Legal Analyses (5)

7. Proposed Conciliation Agreement

Otte
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FEDERAL ELECTION COMMIS ON
%ASHI%CT0% DC 20O63

TO: LAWRENCE H. NOSLE
GENERAL COUNSEL

RON: MARJORIE V. NNOKgS/BONNIE J. ROSS
CORN! ISSION SECRETARY

DATI: OCTOBER 11, 1994

SUBJECT: PRE-MUR 302 - FIRST GENERAL COUNSEL'S REPORT
DATED OCTOBER 5, 1994.

The above-captioned document was circulated to the

Commission on Wednesday, October 5, 1994 at 4:00

Objection(s) have been received from the

Commissioner(s) as indicated by the name(s) checked below:

Commissioner Alkens xxx

Commissioner Elliott _ __

Commissioner mcDonald

Commissioner MeGarry

Commissioner Potter

Commissioner Thomas

This matter vill be placed on the meeting agenda

for Tuesday, October 18, 1994

Please notify us vho will represent your Division before
the Commission on this matter.
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Stho Itter of

Pirearns training Systems, Inc.;
Jody D. Scheckter;
Janice Dean;
Robert Necredy;
Robert Hotter

)

)

)

)

CERTIFICATION

I, Narjorie W. Emmons, recording secretary for the

Federal Election Commission executive session on

October 18, 1994, do hereby certify that the Comission

took the following actions with respect to Pre-RUR 302

1. Decided by a vote of 5-0 to

a) Open a MuR.

b) Find reason to believe that Firearms
Training Systems, Inc. violated
2 U.S.C. SS 441b(a), 441c(a)(1),
441. and 441f, and knowingly and
willfully violated 2 U.S.C.
5S 441b(a), 441c(a)(1) and 441f.

c) Find reason to believe that Jody D.
Scheckter violated 2 U.S.C.
SS 441b(a), 441e and 441f, and
knowingly land willfully violated
2 U.S.C. SS 441b(a) and 441f.

(continued)



IWO a ecioncomission
etfication: Pro-Iua 302

October 16, 1994

d) Find reason to believe that Robert
Hotter knowingly and willfully
violated 2 U.S.C. 11 441b(a) and 441f.

e) Find reason to believe that onice
Dean violated 2 U.S.C. 5 441f and
knowingly and willfully violated
2 U.S.C. S 441f.

Commissioners Aikens, Elliott, McDonald,
Potter, and Thomas voted affirmatively
for the decision; Commissioner McGarry
was not present.

2. Decided by a vote of 4-1 to find reason
to believe that Robert Kecredy violated
2 U.S.C. S 441e.

Commissioners Aiken*, McDonald, Potter,
and Thomas voted affirmatively for tbeo
decision; Commissioner Elliott disseatodl
Commissioner McGarry was not present.

3. Decided by a vote of 5-0 to

a) Enter into conciliation with all
respondents prior to findings of
probable cause to believe.

(continued)



Pa". 3fttal glection Commission
L ras tor P9*4 302

b) Approve the proposed conciliation
agreemnt Factual and Legal Analyses,
and the appropriate letters as
recomended in the General Counsel's
report dated October S, 1994

Commissioners Aikens, Elliott, McDonald,
Potter, and Thonas voted affirmatively for
the decision; Commissioner McGarry was
not present.

Attest:

S 0
-.m.0V000SW e

Rarj fie ammons
SqCr*t&ry of the Comission

flool
Date
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Oct~~27t 1994

KC. Robert Rotter
4474 B ahfield Terrace,
m e h 30174

an: KIR 4090
Robert Rotter

Dear Kr. Rotter:

On October 18, 1994. the Federal ilection Commission
found that there is reason to believe you knowingly and
willfully violated 2 U.8.C. SS 441b(a) and 441f, provisions
of the Federal Slection Campaign Act of 1971. as amended
('the Act'). The Factual a= gLeal Aalysis, which formed a
basis for the Comissions finding, Is attached for your
information.

You may submit any factual or legal materials that you
believe are relevant to the CommiuLaos consideration of
01 inatter. pIes* submit such aterials to the Gefnral
Oi"1l0S office within IS days of your receipt of this
letuer. Where appropriate, statements should be submittedw~ec otb, in tb bsnce of additional nom owthuads oath. In ofs adi mlinformation, the
Co ssion may find probable cause to believe that a
violation has occurred and Proceed with conciliation.

If you are interested in pursuing pro-probable cause
conciliation, you should so request in writ in. See
11 C.F.R. S 111.18(d). Upon receipt of the roqueit" the
Office of the General Counsel will make recommendations to
the Commission either proposing an agreenent in settlement of
the matter or recommending declining that pre-probable cause
conciliation be pursued. The Office of the General Counsel
mn o ond that pre-probable cause conciliation not be

ecod into at this time so that it may complete Its
iMetigation of the atter. Further, the Commission will
not eater ai requests for pro-probable cause conciliation
after blriofs on probable cause have been mailed to the
respoeot.

Requests fto extensions of time will not be routinely
grestedp Requestsa mst be made In writinga esfieasgr~std. V S"W _Is atmd n rtn least five dLys......

priitothe A" date Of the respmma 0" ptf*ge o m .



Robert motter
Page 2

must be demonstrated. In addition, the Office of th U
Counsel ordinarily will not give extensions beyond 20 de ,

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

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

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

rote oission,

Trevor Potter
Chairman

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form
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_11immw1 Robert Notter

This matter we generated based on information aseertained by

the Federal Election Comission (*the Comissiona) ik the normal

course of carrying out its supervisory responsibilities, see

2 U.s.C. S 437g(a)(2).

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

corporation to make a contribution in connection with amy Federal

election, or for any officer or director of any corporation to

consent to any contribution by the corporation. Pursuant to

2 U.S.C. S 441f, no person shall make a contribution in the name

N. of another person or knowingly permit his name to be used to

effect such a contribution. This section also prohibits any

person from knowingly helping or assisting any person in making a
contribution in the name of another. see 11 C.P.St.

S 110.4(b)(1)(iii).

Jody D. Scheckter is the Chief Executive Officer of Firearms

Training Systems, Inc.('Firearms Systems") Robert NStter ws the

Chief Financial Officer of Firearms Systems. Mr. Scheckter and

Mr. Hotter were involved in the making of the following political

contributions which are at issue:

No. Date Donee Asomt

1 02-02-93 Darden for Congress $1,000

2 06-0S-93 Friends of Newt Gingrich $19000

3 07-14-93 Don Johnson for Congress $ $0

total 49*sW



Prior to the arrival of mr. Hotter at Firearms Systems

certain other contributions by JodY Scheckter had bNOW OY

by the corporation. These reimbursements were effectuated by

mr. Scheckter's executive secretary, who submitted requests to the

corporation to reimburse Mr. Scheckter for political

contributions. These requests each indicated that the

reimbursesent was being sought for political contributions made by

Jody Scheckter, and were handled the way business-related

reimbursement requests were routinely handled within virearme

Systems.

In November 1992, Robert Hotter was hired as the Chief

Financial Officer of Firearms Systems. In February 1993,

Mr. Scheckter's executive secretary again sought reimbursement for

a political contribution by Jody Scheckter. This contribution was

the first contribution made by Jody Schecktor since the hiring of

Robert Hotter. In response to the executive secretary's equesst#

Robert Hotter informed her that it was illegal for corporatioss to

reimburse individuals for political contributions. However.

Kr. Rotter did not insist that the corporation no longer rtimrseo

Jody Scheckter for political contributions; rather, he insisted

that no paper trail should be created which tied reimbursements in

any way to Jody Scheckter's political contributions.

To avoid such a paper trail, Robert Hotter established a

procedure whereby the executive secretary would, on a quarterly

basis, inform his of the contributions that required

reimbursement. Information was submitted on small *post-it* note*



requests for special POIro@U bonis checks eo Sr.

requsts wa~ruet tb# ayrit office t* teqi
......... . .

the normal processing of payroll, but via a separate 0 is On

amount such that, when taxes were removed, Nr. Sehblcte we.

reimbursed in full for his contributions. Contributloaw dated

February 2 and June S, 1993, and possibly July 14, 19S3, wete

reimbursed in this manner.

The activities of Robert Hotter constitute knowing mad

willful violations of the law. Mr. Hotter, an officer of virearms

Systems, has stated that he knew reimbursing Kr. Schecktoc was

illegal, and that he conveyed this information to Mr. Scbeckter

and his executive secretary. Yet, he established a procedure so

that Jody Schecktor would be reimbursed for his contriblti ns.

This activity constitutes both consent by an officer of nirearms

Systems to a contribution by that corporation, as well ,.

assistance of Firearms Systems in making a contributi'4 the

name of Jody Schockter.

Therefore, there is reason to believe that Robert 'tter

knowingly and willfully violated 2 U.S.C. 1S 441b(a) a"d 441f.

4~A ~ 2



FEDERAL ELECTION COMMISSION
WAS"OCTON. OC nW

October 27, 1994

thomas J. Kelly, Jr.Variable, laetjer, Howard a Civiletti1201 Now York Avenue, n.W.Washington, D.C. 20005-3917

RE: NUn 4090
Firearms Training Systems, Zne.;Jody D. Schecktor;
Janice Dean; and Robert teoredrDear Mr. Kelly:

On October is, 1994, the Federal Election Commissionfound that there is reason to believe that Firearms traininaSystems, Inc., violated 2 U.S.C. SS 441b(a), 44 lc(a)(), 441e
and 441f and knowingly and willfully violated 2 U.80., 08
44lb(a), 441c(a)(1) and 441f; that Jody Scheckter violet 2U.S.C. 11 44 b(a), .4419 and 441f and knowingly and vi]hlyviolated 2 U.S.C. ss 441b(a) and 441ff that jaalce &eatknowingly ad willfully violated 2 U.SC. I 441t; &6sVertecredy violated 2 U.S.C S 441. The Factual and iAnalyses which formed a basis for the Cd ..issiontare attached for your information.

You may submit any factual or legal materials w.t...
believe are relevant to the Comissiones contideraMOWthis matter. Please submit such materials to the @ej"Counsel$ Office within IS days of your receipt of 7,letter. Where a'r-under oat . wprpiate, stat*eets should be *Uh"'a~under oath. Indthe absence of additional informstai. #
Comission may fInd probable cause to believe that a
violation has occurred and proceed with conciliation.

Requests for extensions of time will not be routimelgranted. Requests must be made in writing at least fiveprior to the due date of the response and spcific o cae
must be demonstrated. In addition, the Off c of 0he, G eCounsel ordinarily will not give extensions beyond 20 deyeThis matter will remain confidential in accord"** with2 U.S.C. §1 437g9(a)(4)(8) and 437(a)(,2)(A), unlounotify the Commission in writing that you wishtheInvestigation be made public.



alformation, heass4~~',fthe COM1961 0 U5,s~~s1 10 L1ations of theAt. i u ayaa04e0 Ostao t Anthony Buckley, the attorney as
atter, at (202) 219-3400.

For the Comission,

Trevor Potter
Chairman

1aclosures
Factual and Legal Analyses
Procedures
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This satter was generated based on information aeertaioad by

the Federal Election Commission (Othe Commission') in the nomal

course of carrying out its supervisory responsibilities.

2 U.S.C. S 437g(a)(2).

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

corporation to make a contribution in connection with Ay lederal

election. Pursuant to 2 U.S.C. S 441c(a)(l), it Is unlawful for

any person who has entered into a contract with any departent or

agency of the United States to make any contribution of money to

any political party, committee or candidate. The term 'pOrson'

includes corporations. See 2 U.S.C. S 431(11).

Pursuant to 2 U.S.C. S 441e(a), it Is unlawful for OWy

foreign national to make any contribution in connection vib any

Federal, state or local election. Section 441e is also violated

where a foreign national participates in the decisloa-minag

process which results in a contribution. See 11 C.r.a.

S 110.4(a)(3). The term *foreign national' includes an iadividual

who is not a citisen of the United States and who is not lawfully

admitted for permanent residence. 2 U.S.C. I 441e(b)(2).

Furthermore, in its advisory opinions, the Commission has

addressed the issue of whether a corporation that is not a foreigs

national, but is a domestic subsidiary of a foreign natioal

parent, may make contributions in connection with state an oCaZ
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0a4paigas for political eflies. in addressing this

Commission has looked to. Iater€ all&# the nationall tW-ity ....

the decision askers. The Comssion has conditiON4 Ms ---- l

of contributions by domestic subsidiaries of foreign nationals by

requiring that no director or officer of the company or its

parent, or any other person* who is a foreign national may

participate in any way in the decision-making process regarding

the proposed contributions. This, in turn, requires an

examination of the nationalities of the decision makers.

See Advisory Opinions 1985-3 and 1982-10; see also Advisory

opinion 1989-20. This factor has been codified at 11 C.F.A.

S 110.4(a)(3). as noted above.

Pursuant to 2 U.S.C. S 441f, no person shall make a

contribution in the name of another person.

Jody D. Scheckter is the Chief Executive Officer of Firearms

Training Systems. Inc. ('Firearms Systems') an entity incoqporated

in the United States, which is a wholly-owned subsidiary of

Firearms Training Systems International NV, The Netherlands,

Antilles (Othe parent corporation'), and which has several

contracts with various Federal departments and agencies.

Mr. Scheckter is a South African citizen who was granted permanent

resident status on September 17, 1990. Mr. Scheckter was involved

in the making of the following political contributions which are

at issue:

No. Date Donee ot

1 02-13-90 Thomas for Congress $ S00

2 10-25-91 Democratic Congressional
Campaign Committee



3 04-14-92 John Glenn for Senate

Coamittee

*4 06-I3-92 Richard my fot Congress * 5W

S@10-14-92 Friends of Newt Gingrich $1,000

* 02-02-93 Darden for Congress $1,000

7 06-05-93 Friends of Newt Gingrich $1,000

a 07-14-93 Don Johnson for Congress $ASoo
total $8,500

According to information in the Comission's possession,

contributions I through 5 were handled in the following manner.

Solicitations were received by Robert Necredy, the Director of

u.s. military Marketing of Firearms Systems. Mr. Mecredy would

review these requests and decide which events were appropriate to

attend, suggesting that the key consideration was which events

would best advance Firearms Systems' business interests. Mr.

Recredy would then advise Mr. Scheckter about any contributions he

felt Mr. icheckter should make. If Mr. Scheckter gave his

approval, Mr. necredy would then go to Mr. Scheckter's executive

secretary and ask her to issue a check.

Wr. Scheckter's executive secretary submitted requests to the

corporation to reimburse Mr. Scheckter for all of the above

contributions. Bach of these requests, indicated that the

reimbursement was being sought for political contributions made by

Jody Scheckter, and each was handled the way business-related

reimbursement requests were routinely handled within Firearms

systems.

In November 1992, Robert Hotter was hired as the Chief
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Kr. Scheckter's eGecuti' secretary again soult reisbuseelttfor

a political contribution by Jody Sebckter. This contributiSc we

the first contribution made by Jody Scheckter since the hiring 
of

Robert Hotter. In response to the executive secretary's request,

Robert Hotter informed her that it was illegal 
for corporations to

reimburse individuals for political contributions. 
Uowever,

Rr. Rotter did not insist that the corporation 
no longer reimburse

Jody Scheckter for political contributions; 
rather, he insisted

that no paper trail should be created which 
tied reimbursements in

any way to Jody Scheckter's political contributions.

To avoid such a paper trail, Robert Hotter 
established a

procedure whereby the executive secretary 
would, on a quarterly

basis, inform his of the contributions that required

reimbursement. information was submitted on small "post-it" 
notes

which were later discarded. Robert Hotter would then submit

requests for special payroll bonus checks for 
Mr. Scheckter. The

requests instructed the payroll office to process 
these checks in

the normal processing of payroll, but via a 
separate check in an

amount such that, when taxes were removed, Mr. 
Scheckter was

reimbursed in full for his contributions. Nothing in the request

submitted to payroll indicated that a reimbursement 
for a

political contribution was being sought. Kr. Rotter has stated

that Jody Scheckter was aware of the illegal nature 
of this

effort, but that he wanted it done. Contributions dated February

2 and June S, 1993, and possibly July 14, 1993, were reimbursed in

this manner.



IMe first contribution in the chart above was made prior to

Jody Scheckterss being granted permnenOt resident status. k0v*e60

Jody Scheokter was reimbursed, this contribution is properly

considered a corporate contribution, rather than a direct

contribution by Jody Scheckter, a foreign national. However, Jody

Scheckter approved the making of the contributions, and the

contribution would not have occurred without this approval. Such

effort constitutes "direct participation in the decision-making

process," with respect to the making of this contribution, within

the meaning of 11 C.F.R. 5 1l0.4(a)(3)0 and further taints this

corporate contribution.

Therefore, there is reason to believe that Firearms Systems

violated 2 U.S.C. S 441e with respect to this contribution.

Under the initial reimbursement efforts, where reimbursement

requests were submitted which clearly stated that they related to

political contributions, it does not appear that these efforts

were undertaken in knowing and willful contravention of the law.
1

Nevertheless, it is clear that Firearms Systems made corporate

contributions in the name of Jody Scheckter. These corporate

contributions were by an entity had entered into contracts with

departments and agencies of the United States.

Therefore, there is reason to believe Firearms Training

Systems violated 2 U.S.C. 55 441b(a), 441c(a)(l) and 441f with

respect to these contributions.

1. These contributions include those numbered 1 through 5,
inclusive, on the chart above.
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knowing and willful. Information submitted supports !te)'. _ "M "4t

cotention that Jody SCheCkt*C was aware Of the ribne

scheme which mr. Hotter had established. Mr. Hotter has stated

that he knew reimbursing Mr. Scheckter was illegal, and that be

conveyed this information to Mr. Scheckter. Robert wecredy, the

Director of U.S. Military Marketing for Firearms Systems, has

stated that, sometime in May 1994, he spoke with Mr. Scheckter,

and Mr. Scheckter mentioned that Mr. Hotter had suggested a

reimbursement scheme. Mr. Scheckter has given only a general

denial. Accordingly, when contributions were reimbursed in the

manner prescribed by Robert Hotter, Firearms Systems, a

corporation with contracts with United States departments and

agencies, knowingly and willfully made contributions in the name

of Jody Scheckter.

Therefore, there is reason to believe that Firearms system

knowingly and willfully violated 2 U.S.C. SS 441b(a), 441c(a)(1)

and 441f with respect to these contributions.
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This matter was generated based on information ascertained by

the federal Ilection Commission ("the Commission") in the normal

course of carrying out its supervisory responsibilities. See

2 U.s.C. S 437g(a)(2).

Pursuant to 2 U.S.C. S 44lb(a), it is unlawful for any

corporation to make a contribution in connection with any Federal

election, or for any officer or director of any corporation to

consent to any contribution by the corporation.

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

foreign national to make any contribution in connection with any

Federal, state or local election, or for any person to solicit any

such contribution from a foreign national. Section 441e is also

violated where a foreign national participates in the

decision-making process which results in a contribution. see

11 C.F.R. 5 ll0.4(a)(3). The term "foreign national* includes an

individual who is not a citiesn of the United States and who is

not lawfully admitted for permanent residence. 2 U.S.C.

S 441s(b)(2). In its advisory opinions, the Comission has

elaborated on the issue of foreign nationals, and has conditioned

its approval of contributions by domestic subsidiaries of foreign

national parents to state and local campaigns for political office

by requiring that no director or officer of the company or its

parent, or any other person, who is a foreign national may



04-14-92

08-13-92

10-14-92

02-02-93

06-05-93

07-14-93

Campaign Committee

John Glenn for Senate
Committee

Richard Ray for Congress

Friends of Newt Gingrich

Darden for Congress

Friends of Newt Gingrich

Don Johnson for Congress

$2,000

$2,000

$ 500

$1,000

$1,000

$1,000

total

CUticipete ia say wy in the decision-making process regarding

the proposed contributions. See Advisory Opinions 1W-3 wid

1902-101 g -e o3 advisory Opinion 19$9-20. This factor has been

codified at 11 C.F.R. S ll0.4(a)(3), as noted above.

Pursuant to 2 U.S.C. I 441f, no person shall make a

contribution in the name of another person or knowingly permit his

name to be used to effect such a contribution.

Jody D. Scheckter is the Chief Executive Officer of Firearms

Training Systems, Inc. ('Firearms Systems"), an entity

incorporated in the United States, which is a wholly-owned

subsidiary of Firearms Training Systems international Nv, The

Netherlands, Antilles ('the parent corporation'). Mr. Scheckter

is a South African citizen who was granted permanent resident

status on September 17, 1990. Mr. Scheckter was involved in the

making of the following political contributions which are at

issue:

No. Date Donee Aimnt

1 10-20-89 Darden for Congress $ 500

2 02-13-90 Thomas for Congress $ S00

3 10-2S-91 Democratic Congressional



According to information in the Commission's possession# the

actual making of the contributions was handled in the folloU

maner. solicitations were received by Robert Necredy, the

Director of U.S. military Marketing of Firearms Systems. Mr.

xecredy would review these requests and decide which events were

appropriate to attend, suggesting that the key consideration was

which events would best advance Firearms Systems' business

interests. Mr. Mecredy would then advise Mr. Scheckter about any

contributions he felt Mr. Scheckter should make. If Mr. Scheckter

gave his approval, Mr. Mecredy would then go to Mr. Scheckter's

executive secretary and ask her to issue a check.

Commencing with the February 13, 1990 contribution to Thomas

for Congress, Mr. Scheckter's executive secretary started

submitting requests to the corporation to reimburse Mr. Scheckter

for political contributions. Bach of these requests indicated

that the reimbursement was being sought for political

contributions made by Jody Scheckter, and each was handled the way

business-related reimbursement requests were routinely handled

within Firearms Systems. Contributions numbered 2 through 6 in

the chart above were reimbursed in this manner.

In November 1992, Robert Motter was hired as the Chief

Financial Officer of Firearms Systems. In February 1993,

Mr. Scheckter's executive secretary again sought reimbursement for

a political contribution by Jody Scheckter. This contribution was

the first contribution made by Jody Scheckter after the hiring of

Robert Hotter. In response to the executive secretary's request,
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Sbert Nottet Isfoted bet that it was illegal for corporations to

reimburse individuals for political contributions. lowever,

Mr. Rotter did mot insist that the corporation no longer rlaburse

Jody schockter for political contributions; rather, he insisted

that no paper trail should be created which tied reimbursements in

any way to Jody Scheckter's political contributions.

To avoid such a paper trail, Robert Rotter established a

procedure whereby the executive secretary would, on a quarterly

basis, inform him of the contributions that required

reinbursement. information was submitted on small "post-its notes

which were later discarded. Robert Rotter would then submit

requests for special payroll bonus checks for Mr. Scheckter. The

requests instructed the payroll office to process these checks in

the normal processing of payroll, but via a separate check in an

amount such that, when taxes were removed, Mr. Scheckter was

reimbursed in full for his contributions. Nothing in the request

submitted to payroll indicated that a reimbursement for a

political contribution was being sought. Mr. Hotter has stated

that Jody Scheckter was aware of the illegal nature of this

effort, but that he wanted it done, although Jody Scheckter has

denied any such knowledge. Contributions dated February 2 and

June 5, 1993, and possibly July 14, 1993, were reimbursed in this
1

manner.

1. Counsel has indicated that the last contribution to be
reimbursed was the June S, 1993 contribution, which was reimbursed
on July 30, 1993. However, Robert Hotter has stated that the last
contribution to be reimbursed was reimbursed 'sometiae in
September of 1993.0 Additionally, Robert Rotter has stated that
Ons. Dean came to his office once every three months or so with



SU Iltet coatribution in the chart above, which was not

reimbursed, was made prior to Jody Scheckter being gveatod

persanent resid*nt status. Therefore, there is reOM to believe

that Jody Scheckter violated 2 U.S.C. 1 441e with respect to this

contribution.

The second contribution in the chart above, which was

reimbursed, was also made prior to Jody Scheckter's being granted

permanent resident status. Because Jody Scheckter was reimbursed,

this contribution is properly considered a corporate contribution,

rather than a direct contribution by Jody Scheckter, a foreign

national. However, Jody Scheckter approved the making of the

contributions, and the contribution would not have occurred

without his approval. Such effort constitutes "direct

participation in the decision-making process," with respect to the

making of this contribution, within the meaning of 11 C.F.R.

I 110.4(a)(3), and further taints this corporate contribution.

Therefore, there is reason to believe that Jody Scheckter violated

2 U.S.C. 5 441e with respect to this contribution.

Under the initial reimbursement efforts, where reimbrsememt

requests were submitted which clearly stated that they related to

political contributions, it does not appear that these efforts

were undertaken in knowing and willful contravention of the law.

(Footnote 1 continued from previous page)
the amount of political contributions on a post-it note.w The
frequency described in this statement suggests that this effort
was carried out more than twice. Also, Janice Dean has stated
that Mr. Rotter cut Oat least two special payroll bonuses
reimbursing political- ontri utions to" Jody Scheckter. (Imphais
added). 5
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2 U.S.C. I 441f.

As a further result of this effort, Jody Scheoktor aeon

officer of Firearms Systems, consented to such contributioss.

Therefore, there is reason to believe that Jody Sheckter violated

2 U.s.C. I 441b(a).

With Robert Hotter's participation, certain violations become

knowing and willful. Information submitted supports Mr. NMttor's

contention that Jody Scheckter was aware of the reimbdrsement

scheme which Mr. Rotter had established. Hr. Rotter has stated

that he knew reimbursing Nr. Scheckter was illegal, and that he

conveyed this information to Mr. Scheckter. Rob*rt mecrey the

Director of U.S. Military Marketing for Firearms Sy8o,

stated that, sometime in May 1994, he spoke with ur.SjjIbat*O

and Mr. Schecktor mentioned that Mr. Hotter had su 8e,,od

reimbursement scheme. Mr. Scheckter has given only a Voeal

denial.

Accordingly, when contributions were reimbursed in " maner

prescribed by Robert Rotter, Jody Scheckter knowingly ad

willfully allowed his name to be used by Firearms Syste ,to mjke

contributions, and, as an officer of Firearms Systems, kmwtgly

and willfully consented to these corporate contributiom*s,

Therefore, there is reason to believe that Joy " - i

knowingly and willfully violated 2 U.S.C. S5 441f and 44UK}).
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This matter Was generated based on information ascertained by

the Federal Slection Commission (8the Commission*) in the normal

course of carrying out its supervisory responsibilities. Se

2 U.S.C. S 437g(a)(2).

Pursuant to 2 U.s.C. S 441f, no person shall make a

contribution in the name of another person or knowingly permit his

name to be used to effect such a contribution. This section also

prohibits any person from knowingly helping or assisting any

person in making a contribution in the name of another. See

11 C.F.R. S llO.4(b)(l)(iii).

Jody D. Scheckter is the Chief axecutive Officer of ricearms

Training Systems, Inc. ("Firearms System8s). Janice Dem is his

giecutive Secretary. Mr. Scheckter and ns. Dean were lanlved in

the making of the following political contributions which ace at

issue:

NO. Date Donee

1 08-13-92 Richard Ray for Congress $ S00

2 10-14-92 Friends of Newt Gingrich $1000

3 02-02-93 Darden for Congress $1,000

4 06-05-93 Friends of Newt Gingrich $1,000

5 07-14-93 Don Johnson for Congress
total M'M
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actual making of the 0outgibltiOns was handled in the, o1f0e tm

manner. So0ieiltioma veto received by Robert used e

Director of U.S. Military Marketing of Firearms System. Mr.

Recredy would review these requests and decide which events 
were

appropriate to attend, with the key consideration being 
which

events would best advance Firearms Systems' business interests.

Mr. Recredy would then advise Mr. Scheckter about any

contributions he felt Mr. Scheckter should make. If Mr. Scheckter

gave his approval, Kr. xecredy would then go to Janice Dean 
and

ask her to issue a check. gs. Dean, who kept Mr. Scheckter's

personal checkbook, would then decide whether to issue a check,

based on the balance in the account.

Reimbursements for contributions 1 and 2 in the chart above

were handled in the following manner. Ms. Dean submitted requests

to the corporation to reimburse Mr. Scheckter for the political

contributions. The requests indicated that the reimbursement was

being sought for a political contribution made by Jody Scheckter,

and were handled the way business-related reimbursement requests

were routinely handled within Firearms Systems.

Under these reimbursement efforts, where reimbursement

requests were submitted which clearly stated that they related to

political contributions, it does not appear that these efforts

were undertaken in knowing and willful contravention of the law.

Nevertheless, it is clear that Janice Dean assisted Firearms

Systems in making contributions in the name of Jody Scheckter.

Therefore, there is reason to believe that Janice Dean violated



2 U.S.C. S 441t with respect to these contributions.

in November 1992. Robert Hotter was hired as the Chief

Financal 01officer of Firearms systems. in February 1993, Jlice

Dean again sought reimbursement for a political contribution by

Jody Scheckter. This contribution was the first contribution made

by Jody Scheckter since the hiring of Robert Rotter. in response

to Janice Dean's request, Robert Rotter informed her that it was

illegal for corporations to reimburse individuals for political

contributions. However. Mr. Rotter did not insist that the

corporation no longer reimburse Jody Scheckter for political

contributions; rather, he insisted that no paper trail should be

created which tied reimbursements in any way to Jody Scheckter's

political contributions.

To avoid such a paper trail, Robert Rotter established a

procedure whereby Janice Dean would, on a quarterly basis, inform

him of the contributions that required reimbursement. Information

was submitted on small "post-it' notes which were later discarded.

Robert Rotter would then submit a request for a special payroll

bonus check for Mr. Scheckter. The request instructed the payroll

office to process these checks in the normal processing of

payroll, but via a separate check in an amount such that, when

taxes were removed, Mr. Scheckter was reimbursed in full for his

contributions. Nothing in the request submitted to payroll

indicated that a reimbursement for a political contribution was

being sought. Contributions numbered 3 and 4, and possibly S, in

the chart above, were reimbursed in this manner.

With Robert Rotter's participation, certain violations become
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knowing Od Wlihi. Mr. Netter has stated that he k4#

reimbursing c. Icheckter was illegal, and that be M I&A

infoematin to jaice Dean. Janice Dean has, admitt~ t~t

Jottec told her it was illegal to reimburse Xr. ehckter for the

contributions. Rven with this knowledge, Janice Dean contiamed to

assist Firearas Systeas in the effort to reimburse Jody Scbecktet

for the political contributions.

Therefore, there is reason to believe that Janice Dean

knowingly and willfully violated 2 U.S.C. 5 441f with respect 
to

the last three contributions.
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This matter was generated based on information asnrtained by

the Federal glection Commission (*the Comission') in the normal

course of carrying out its supervisory responsibilities.

2 U.S.C. I 437g(a)(2).

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

person to solicit a contribution from a foreign national in

connection with any Federal election. The tern *foreign national"

includes an individual who is not a citizen of the United States

and who is not lawfully admitted for permanent residence.

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

Jody D. Scheckter is the Chief Izecutive Officer of Firearms

Training Systems, Inc. ("Firearms Systems'). Prior to

September 17, 1990t Nr. Scheckter had not been grasted ant

resident status, and was a foreign national within the mela of

2 U.S.C. 5 441s. Robert Recredy is the Director of i.8. tilitary

Marketing of Firearms Systems. Messrs. Scheckter and y were

involved in the making of the following political contribgtions

which are at issue:

No. Date Donee

1 10-20-89 Darden for Congress $ SW

2 02-13-90 Thomas for Congress
totyal
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ok.t of the "otributions was handled in the following

..aer. Solicitations were reeived by Kr. Nectedy 

~~v1.w~L. tho eunaaddcide which events were a~pt*

&ttend, with the key consideration being which events would best

advance Firearms Systems' business interests. Mt. Kcrody would

then advise Mr. Scheckter about any contributions he felt Mr.

Scheckter should make. If Mr. Scheckter gave his approvals

mr. necredy would then go to Mr. Scheckterts executive secretary

and ask her to issue a check.

The October 10, 1989 contribution to Darden for Congress was

made by Jody Scheckter without reimbursement from Firearms

Systems. The February 13, 1990 contribution to Thomas for

Congress was made by Jody Scheckter, for which he was reimbursed

by Firearms Systems. Mr. Recredy has disclaimed any knowledge of

this reimbursement.

Robert Recredy has admitted that he approached Jody scheckter

and requested that he make both of these contributions.

lr. Recredy has further stated that, while he received all of the

requests for contributions from political committees, he only

chose the solicitations for events that were wappropriateo for

Firearms Systems to attend to present to Jody Scheckter for a

contribution. The Commission presumes that these considerations

were explained to Jody Scheckter at the times the contributions

were sought, and were meant to persuade Mr. Scheckter to make the



orefoeoo. throo Is re9 a to boliew Robert ocrce violated

2 U.S.C, 1 441e with respoct to both of these contributions.
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The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

Date

RESPONDENT' S NASE:

AD)DREoo:

BOS PROS :

BUSIinSS PROMS:

Signature
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***ADMITTED IN VA.ONLY N or 7. 1994

The Honorable Trevor Potter
Chairman
Federal Election Commission
Room 657
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 4090
Firearms Training Systems, Inc.; Jody D. Scheckter;
Janice Dean; and Robert ee

Dear Chairman Potter:

This is to advise you that this firm will be representing
Jody D. Scheckter in the above-referenced matter. On behalf of
Mr. Scheckter, we intend to respond to your October 27, 1994
letter to Thomas J. Kelly, Jr., of Venable, Saetjer, Howard &
Civiletti, attached hereto. Howee, because we have Just been
retained to represent Mr. cb-eokter in this matter, we are
seeking an additional 30 days, nas , until ,14 1994,
in which to file our - I l- I I ft1W t the C 4_--sies-
reliance on tat os out-of-tate ta s in findin that
the FEC violations allegedly committed by Mr. erw
knowing and willful, and the tise needed to both contact these
witnesses and understand the gover m t's allegations fully, we
submit that there is good cause to grant a 30-day extension for
Mr. Scheckter s response.

Please contact one of us if you have any questions about
this request.

Very truly yours,

erar Treanor
Judith L. Wheat

Enclosure
CC: Jonathan A. Bernstein, Esquire

Anthony T. Buckley, Esquire
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November 8, 1994

ftMmeutr

Jonathan A. Bernsein, Eaq.
Assistant General Cosmel
Federal Election Commission
Room 657
999 E. Street, N.W.
Washington, D.C. 20463

n
CO I"e

,*-'n r-

0 L' r'r -.-LOS

IO

tO '---

Re: MJRA4090

Dear Mr. Bernstein:

In light of the Commission's recent facual and lepl analysis, which was enclosed
in Chairman Potter's letter to s, dated O ber 27, 1994, this firm is hereby withdrawing
as counsel for Jody D. Schecktr, Janice Dean and Robeat Mecredy. You should be
contacted in the very new future by coumel for these indivihmls.

Our withdrawal action was necessitated by the erneous factual and legal
analysis contained in your W coIn COI, which we ae responding to under
separate cover.

Sincerely,

TJC:dfw
DC2DOCSI 1066

MV

Thomas J.--0 .0
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Anthony T. Buckley, Esquire
Federal Election Commission
Room 657
999 E Street, NW..
Washington, D.C. 20463

Re: MUR 4090
Firearms Training Systems, Inc.; Jody D. Scheckter;
Janice 2ea- and Robert l&cradv

Dear Mr. Buckley:

I hereby designate Gerard Treanor and Judith L. Wheat of the
firm of Cacheris & Treanor, 1100 Connecticut Avenue, N.W.,
Suite 730, Washington, D.C. 20036, to represent me with respect
to any matters which are before the Federal Election Commission
and authorize them to receive any and all notifications and other
communications on my behalf. The telephone number for
r. Treanor and Ms. Wheat in (202) 775-8700. This letter is
provided pursuant to 11 C.F.R. 111.23.
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November 14, 1994

Anthony T. Buckley, Esq. CAD

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

RE: MUQ09

Dear Mr. Buckley:

I am writing in response to Trevor Potter's October 27,

1994 letter regarding Firearms Training Systems, Inc. (the
"Corporation') and the matter which you have styled as MUR 4090.

Let me begin by making our position absolutely clear. On behalf

of our client, we cannot accept the Factual and Legal Analyses
(the Analyses') and Determination (the "Determination") of the

Federal Election Commission (the "Comuission') in this matter.
The Analyses and Determination are factually and legally
erroneous, inconsistent with law and regulation, arbitrary and
capricious, and lack a rational basis.

Most egregiously, in one instance, the error in the

Analyses and Determination is so patently obvious that it casts

doubt upon the integrity of the Analyses and Determination as a

whole and suggests that the Commission has acted irresponsibly in

this matter. Specifically, the Commission concludes that Robert

Mecredy violated the law because of certain actions which the

Commission assumes Mr. Mecredy took while employed by the

Corporation. In truth, Mr. Mecredy could not have violated this

law because he was = employed by the Corporation at the time.

He was not even known to the Corporation at the time. Thus, in

at least one instance, the Commission has irrationally and

ix
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unreasonably charged the Corporation with a violation that simply
could not have occurred.

It is clear from a review of the Analyses and

Determination that the Commission has prejudged the Corporation

and several of its officers and employees in an extremely and

unnecessarily harsh manner. The Commission's position is

unsupported by the operative facts of this matter and is entirely

out of proportion to the nature of any possible violation of the

Federal Election Campaign Act (the "Act") which may have
occurred.

The Initiaeiton of This Mtter Vas A Voluntary Disclosure

The genesis of this matter was a letter from a former

executive of the Corporation, Robert Motter, to Thomas J. Madden

of this firm. Mr. Motter generated this letter the day after he

learned that his position at the Corporation had been advertised.

In the letter, Mr. Motter stated generally that the Corporation

had been "non-compliant" with the Act. The Corporation
immediately retained this firm to conduct an internal
investigation. Following the internal investigation, the

Corporation directed us to make a voluntary disclosure of certain

facts to the Commission on its behalf.

Initially, we discussed this matter with Mr. Noble, the

Commission's General Counsel. We outlined the pertinent facts of

this matter with Mr. Noble and informed him that our client, as a

result of the internal investigation, has instituted a strict

policy in order to ensure compliance with the Act. We emphasized

that the Corporation sincerely regretted the matter and wished to

enter into negotiations in order to reach a conciliation
agreement.

Throughout the course of our discussions, our client

has been completely open and cooperative with both

you and Jonathan Bernstein. We have provided you with everything

that you have requested, including redacted copies of witness

statements taken in the course of our internal investigation. In

short, we voluntarily have presented you with a completed record

of this matter.
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This Matter Does Not Involve A Willful Violation Of
Any Provision Of The Act By Zither The CorpoWraton

Or AnX Of Its Currant OffeOrs Or ENl1ovees

This matter involves some $8,000 in personal
contributions for which Jody D. Scheckter, the Corporation's
Chief Executive Officer, was reimbursed over a period of three

years and four months. Immediately upon conclusion of the

internal investigation, Mr. Scheckter voluntarily reimbursed the

Corporation for the reimbursements which he initially received.

The last contribution to be reimbursed was made in June of 1993.

Therefore, the activities at issue were terminated by the

Corporation nearly eighteen months ago.

Any review of the actions and knbwledge of the involved

officers and employees indicates that no culpability can attach

to the Corporation. Moreover, the Corporation and its current

officers and employees have in no way been involved in a knowing

and willful violation of the Act. With the exception of Janice

Dean, a secretary responsible for only ministerial duties, and 
as

noted below, none of the current officers or employees of the

Corporation were aware of the reimbursements at issue until 
the

time of the internal investigation. Such a lack of coordination

is the norm and not the exception in a small, extremely busy, 
and

growing company.

The courts examine three factors in assessing whether a

corporation is vicariously liable for the acts of its employees:

* Whether the employee's acts are related to and committed

during the course of his employment;

* Whether the acts are committed in furtherance or for the

benefit of the corporation; and

0 Whether the acts are authorized or subsequently acquiesced

in by the corporation.
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Each of these factors must be present in order to find a

corporation vicariously liable for the actions of an employee or

officer. Cox v. Administrator United States Steel & Carnegie, 17

F.3d 1386, 1407 (11th Cir. 1994); &= also Liauid Air Corporation

v. Rogers, 834 F.2d 1297 (7th Cir. 1987). None of the factors is

present with respect to this matter.

Mr. Motter's creation of a reimbursement scheme was

certainly not part of his professional responsibilities. Rather,

it was ultra vires and a rogue act. Mr. Motter's actions in no

way benefitted the Corporation. Finally, the Corporation never

authorized Mr. Motter's actions and certainly did not

subsequently acquiesce in them. To the contrary, the Corporation

conducted an internal investigation and subsequently instituted 
a

strict policy in order to ensure compliance with the Act and

voluntarily disclosed this matter to the Commission.

The Court of Appeals for this Circuit has explained

that a knowing and willful violation of the Act "must necessarily

connote 'defiance or such reckless disregard of the consequences

as to be equivalent to a knowing, conscious, and deliberate

flaunting of the Act.'" American Federation of Labor v. Federal

Election Commission, 628 F.2d 97, 101 (D.C. Cir. 1980), a

Frank Greg. Jr.. Inc. v. OSHA, 519 F.2d 1200 (3rd Cir. 1975).

There has been no defiant and deliberate flaunting of

the Act in this matter. Based upon Mr. Motter's letter, the

Corporation immediately conducted an internal investigation.

Again, after the internal investigation, the Corporation

instituted a strict policy in order to ensure compliance with 
the

Act and voluntarily disclosed this matter to the Commission.

Reimbursements of personal contributions had previously been

terminated, and Mr. Scheckter has repaid the Corporation 
for any

reimbursements made.

The Iternal Ivetlaatlon

During our internal investigation, we interviewed Clare

Fawkes, the Chief Operating Officer of the Corporation. 
Ms.

Fawkes stated that at some point in early 1993 she had a brief

discussion with Mr. Motter in which he raised the issue 
of using

quarterly bonuses to effect the reimbursements at issue.



Anthony T. Buckley, Esq.
November 14, 1994
Page 5

Although she could not recall the specific date or the details of
this conversation, she did recall that Mr. Motter indicated that
the prior reimbursement method was not appropriate and that he
had changed the method. She recalled informing Mr. Motter that

his suggestion was fine if he thought it was the best way to
proceed.

Ms. Fawkes stated that she had no reason to believe
that there was anything illegal in the suggested method and, in

fact, relied upon Mr. Motter for his expertise in such matters.

She did not suggest or direct (or exert any pressure) that the

contributions be reimbursed. Ms. Fawkes was not aware of the

requirements of the Act and, therefore, did not grasp the

implications of Mr. Motter's comments.

Mr. Scheckter was aware that he had made personal

political contributions. However, he was not aware that any

contributions had been reimbursed by the Corporation until checks

and other documents relevant to political contributions were

assembled for the internal investigation. As explained in our

initial filing, Mr. Scheckter is totally absorbed in the
management and growth of his business. In fact, he does not even

keep his personal checkbook, which is maintained by Janice Dean.

This point is emphasized in various witness statements. In

particular, see Ms. Dean's statement.

Contrary to the Commission's position, Mr. Scheckter

has provided much more than "only a general denial" with respect

to this matter. Rather, when advised of Mr. Motter's claim that

Mr. Scheckter told him "to make these [the political
contributions] look legal," Mr. Scheckter specifically denied

that he gave any direction or concurred in any suggestion that

the Corporation act in violation of the law. Again, Mr.

Scheckter only learned of the reimbursements when documentation
was assembled for the internal investigation.

As to Robert Mecredy, he was not aware until the time

of the internal investigation of the reimbursements at issue.

Furthermore, with respect to the Commission's finding that Mr.

Mecredy violated 2 U.S.C. § 441(e), you should be aware that Mr.

Mecredy was not an employee of the Corporation at the time that

the contributions to Darden for Congress and Thomas for Congress
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were made on October 20, 1989 and February 13, 1990 respectively.
Thus, Mr. Mecredy could not have violated this law. For the
record, Mr. Scheckter had no knowledge that the Thomas
contribution was reimbursed until documentation was assembled for
the internal investigation and no recollection of the
circumstances under which he made either contribution.

Mr. Mecredy stated that Mr. Scheckter is notorious for

not submitting any reimbursement requests and that it would be
out of character for him to submit a request for reimbursement
for political contributions. Mr. Mecredy added that he knew that

political contributions could not be reimbursed by a Corporation
and would have ordered such a practice terminated if he had
learned of it. Mr. Mecredy is a trusted senior executive in the

Corporation, highly regarded by Mr. Scheckter, and quiet capable

of giving such an order. Mr. Motter could have easily brought
this matter to Mr. Mecredy's attention, but he did not pursue
this simple course of action.

The Analyses notes that Mr. Mecredy stated that

"sometime in May 1994, he spoke with Mr. Scheckter, and Mr.

Scheckter mentioned that Mr. Motter had suggested a reimbursement
scheme." Importantly, this is a reference to a conversation
between Mr. Scheckter and Mr. Mecredy at the time of the internal

investigation in 1994. Mr. Scheckter was only relating a

conversation with someone who had summarized the comments
Mr. Motter had made to him in 1994. Mr. Scheckter was not

speaking from earlier knowledge of the reimbursements at issue.

This is further corroborated by the testimony of Janice Dean.

The Commission's proposed treatment of Janice Dean is

entirely wrong. Ms. Dean is a secretary employed by the

Corporation. Clearly, her responsibilities and role in this

matter are and were entirely ministerial. Consequently, it would

be unduly harsh, even punitive, to attribute any violation to

her, let alone a knowing and willful violation. The notion that

Ms. Dean defiantly and deliberately flaunted the terms of the Act

is completely unfounded. One of Ms. Dean's many ministerial
duties as Mr. Scheckter's secretary is to obtain reimbursements.

Ms. Dean emphasized in her statement that Mr. Scheckter had never

directed her to seek the reimbursements at issues and that he had

no knowledge of them.
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Anthony T. Buckley, Esq.
November 14, 1994
Page 7

Ms. Dean held Mr. Motter in high regard and believed
him to be an honest and decent man. In early 1993, Ms. Dean
brought a reimbursement request to Mr. Motter. Mr. Motter
returned it to her and told her that it was not proper for the
Corporation to reimburse Mr. Scheckter for political
contributions. In a subsequent conversation, Mr. Motter told Ms.
Dean, according to her statement, that he had a method for
reimbursing political contributions. Mr. Motter went on to say
that Ms. Dean could submit the amount paid for political
contributions on a quarterly basis. He expressly told her not to

submit an "expense report, reimbursement request" or other
written record or document. He said that he would process a

special payroll bonus to be issued to Mr. Scheckter for the
amount of the political contribution.

From Ms. Dean's perspective, Mr. Motter was indicating

that, while political contributions could not be reimbursed
through the expense reimbursement request method, an alternative
method would be appropriate. Ms. Dean believed that Mr. Motter

had devised an appropriate and legitimate means of making such
payments.

Ms. Dean in no way believed that Mr. Motter had created

an illegal scheme. As a secretary, Ms. Dean believed that Mr.

Motter, the Chief Financial Officer of the Corporation, would not

do anything that was illegal and followed his instructions.
Simply put, as a secretary, Ms. Dean relied upon the experience

of her superior, who she believed to be an honest man. She had

no reason to believe that he would do something wrong and did not

think twice about the legality of the reimbursements.

The Commission found that there is reason to believe

that Ms. Dean knowingly and willfully violated 2 U.S.C. § 441(f).
This finding completely ignores the context of the discussion

between the two, as explained above, and the fact that one of the

participants was the Chief Financial Officer of the Corporation
and the other a secretary, who believed that the suggested method

was legal. Ms. Dean admired Mr. Motter in a professional sense

and depended on him for guidance in legal and financial matters.
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Anthony T. Buckley, Esq.
November 14, 1994
Page 8

What the internal investigation revealed was that the
sole willful aspect of the facts of this matter is Mr. Motter's
scheme to reimburse Mr. Scheckter without his knowledge through
the use of bonus payments. Mr. Motter concocted the scheme on
his own. Again, Mr. Motter was the Corporation's Chief Financial
Officer and was relied on with respect to the propriety of
reimbursements and all corporate fiscal matters.

It is relevant to any review of Mr. Motter's conduct to
note that he signed the management representation letter for the
1993 Price Waterhouse Audit on May 19, 1993. In this management
representation letter, Mr. Motter made the representation that he

was "not aware of . . . any violations or possible violations of

laws or regulations the effects of which should be considered for

disclosure from the financial statements or as the basis for

recording a loss contingency." In this connection, a $1,000

reimbursement was authorized by Mr. Motter on April 23, 1993 for

a contribution to Darden for Congress. A second $1,000
reimbursement was authorized by Mr. Motter on July 30, 1993,
probably for a contribution to Friends of Newt Gingrich.

Mr. Motter acted entirely on his own and did not
discuss the matter in any substantive manner with other senior
management officials in the Corporation. It is clear that he had

no intent to benefit the Corporation. There is, therefore, no

basis to find the Corporation violated 2 U.S.C. §§ 441b(a),
441c(a) (i), or 441f, and there is absolutely no basis to find a

knowing and willful violation.

As one court has observed:

Liability should be imposed on a corporation when
it is a perpetrator of illegal activity, but not
when it is an unwilling conduit of its employees'
actions . . . Simply because Defendant's
principals allegedly engaged in illegal misconduct
does not mean the principals acted within their
corporate authority absent some express
authorization or subsequent acquiescence from the
corporation.



Anthony T. Buckley, Esq.
November 14, 1994
Page 9

Olin Hunt Specialty Products Inc
Chemical Systems, 1991 WL 294970

v. Advanced Delivery and
(N.D. Ill 1991).

We note the comment in the Analyses that Mr. Scheckter
approved the making of the first contribution (to Thomas for
Congress) and that "[s]uch effort constitutes 'direct
participation in the decision-making process, . . . within the

meaning of 11 CFR 110.4(a) (3). . ." The cited regulation's

effective date was April 11, 1990. The contribution was made on

February 13, 1990 and reimbursed on April 10, 1990. This
sequence of dates undermines the Commission's assertion regarding
a violation of 2 USC § 441e by Mr. Scheckter and the Corporation.

In fact, we are shocked by the Commission's response,

which finds willful violations where none exist and apparently
bases much of its finding on ultra vires acts by a rogue
employee, Mr. Motter, who has been subsequently terminated.

Sincerely yours,

Thorna~s j.ooper

Thomas J. Kelly

g \gvc\fat9\internl1\fec cdc
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Anthony Y. Buckley, equire
Office of General Conel
Federal Election Comtssion
999 3. Street, nW..
Washington, D.C. 20463

RE: NOR 4090 - Janice Dean

Dear Mr. Buckleys

This to confiLm our conversation of yesterday whe=ein I
advised you that I an assumng representation of Janice Dean in the
above-referenced matter from TLmas J. Kelly, Jr. Enclosed is a
Designation of Counsel I have received today, via facsimile, frm
Ns. Dean, authorizing me to represent har in this matter. I will
forward you the original upon receiving it fzn har.

Mr. Kelly and I spoke briefly late Manday afternoo, and I
received frm hin and revimewd the next -ornin the Federal
lection Cmission letter dated October 27, 1994, with Factual and

Legal Analysis and Procedures.

Because I have just assvnd re snation - of this case, I
request that your office 9rant M am e .--uso- of thirty (30) days
to submit factual or legal materials that maybe relevant to
coMission s consideration of this matter. ile AppaMrntly 7ou do
not ordinarily give extensions boyan ta (20) days, 1 believe
that this situation warrants a longer period of time because (1) I
will need to got up to speed, ad (2) 1 will be out of town for
several days during the l g a ving holiday.

I would appreciate hearing from you at your earliest conven-
ience regarding this request.

I look forward to working with you in this matter.

Sincerely yours,

Steven V. Ludvick
SWL/kla
Enclosures

;LI~

Vo

14 31

f
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I, Janice Dean, authorize and request that STVEN W. LUDWICK, Aumney at Law, represent

nt as my counsel before the Federal Elecidon Commission in case MUR4O90. This

Authorization includes the power to discuss this matter with representatives of the Federal

Election Commission, fik and receive pleadings, and take kny and all othdr action reasonably

sessary in the handling of this matter.

Ths 8th day of November, 1994.

Janice Dean

~z~i
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Movber 14, 104

r. Joseph Waring sq.
Gibson, Dunn & Crutcher
1050 Connecticut Avenue, W.N.
Washington, D.C. 20036-5306

RE: MUR 4090
Robert Mecredy

Dear Mr. Warin:

This is in response to your letter dated November 9, 1994,
which we received on that same date, requesting an extension of
30 days to respond to the Federal Election Comission's reason to
believe finding against your client, Robert Mecredy, in the
above-captioned matter.

As was noted in the Commission's notification letter, the
Commission does not ordinarily grant extensions beyond 20 days.
In this case, the Commission has expressed its desire to handle
this matter as expeditiously as possible. Thus, we cannot grant
your full request. nowever, the Office of the General Counsel has
granted a 20-day extension. Accordingly, your response is due by
the close of business on December S, 1994.

qIf you have any questions, please contact me at (202)
219-3690.

D
~Sincerely,
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Steven V. LudVick, isq.
275 Lincoln piedmont Building
3405 piedmont Road. 3.1.
Atlanta, GA 30SOS-1741

RE: HUR 4090
Janice Dean

Dear Kir. Ludvick:

This is in response to your letter dated November 
9. 1994.

which we received on that sane date, requesting an extension 
of

30 days to respond to the Federal Election Coumissions' 
reason to

believe finding against your client, Janice 
Dean, in the

above-captioned matter.

As you noted in your letter, the Conission does not

ordinarily grant extensions beyond 20 days. 
In this case, the

Commission has expressed its desire to handle 
this matter as

expeditiously as possible. Thus, we cannot grant your full

request. owverr, the Office of the General Counsel has granted a

20-day extension. Accordingly, your response is due by the close

of business on December 5, 1994.

If you have any questions, please contact 
ae at (202)

219-3690.

Sincerely,



FEDERAL ELECTION COMMISSION
WASUm*ImTO. D.C *O

Nve..ber 14. 14

Judith L Wheat, Esq.
Cacheris & Treanor
1100 Connecticut Avenue, N.W.
Suite 730
Washington, D.C. 20036

RE: MUR 4090
Jody D. Scheckter

Dear Ns. Wheat:

This is in response to your letter dated November 7. 1994,
which we received on November 9, 1994, requesting an extension of
30 days to respond to the Federal Election Commission's reason to
believe finding against your client, Jody Scheckter, in the
above-captioned matter.

As was noted in the Comission's notification letter, the
Commission does not ordinarily grant extensions beyond 20 days.
in this case, the Comission has expressed its desire to handle
this hatter as expeditiously as possible. Thus, we cannot grant
your full request. novever, the Office of the General Counsel has
granted a 20-day extension. Accordingly, your response is due by
the close of business on December 5, 1994.

If you have any questions, please contact me at (202)
219-3690.

Sincerely,

Tony Buckley
Atto rney/
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NI P. CHIUVIS
OAT & OMNDLER
ArOONY L COCHRAN
JOHN K. LARKNS. JR.
T"OMA O. sEVER
DAPSEL P. GRPWIN
CARML M. KAYSER
J . DAL9Y
MERMRU AYNES GOER
PAMIELA 8. ADAMS

Novmber 14, 1994

VIA F TETTm AND! FRDRmAL

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

Re: Robert Hotter, NUR 4090

Dear Mr. Buckley:

Transmitted vith this letter please find Mr. Notter'sresponse to the notification dated Octoer 27, 1994 senat to himby the Federal Election Commission In the oim-mt aocef.dmatter. I shall telephone you regarin this mate La the a
future.

Sincezely,

Thomas D. Dever

TDB/bc
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Robert R. Motter, Respondent to NUR 4090, responds through

counsel to the notification received by him ("Notifications) from

the Federal Election Commission (OFEC") transmitted by letter

dated October 27, 1994, as follows:

1. Kr. Hotter has previously advised a number of different

entities that Firearms Training Systems, Inc. ("FATS = ) may have

committed violations of statutes and regulations governing

political contributions and their reimbursement by corporations.

These include disclosures to Price Waterhouse as the outside

accounting firm for FATS; r. Herb Schlanger as counsel for FATS

in Atlanta; Mr. Thomas Madden of the law firm of Venable,

Baetjer, Howard & Civiletti, in Washington, D.C. as general

counsel for FATS; Mr. Thomas Kelly of the same firm in an

interview; the U.S. Attorney's Office of the Northern District of
Georgia' the Department of Justice ("DOJ"); the Federal Bureau of

Investigation (*FBI'); and the Bureau of Alcohol, Tobacco &

Firearms ("ATF").

2. Kr. Hotter made these disclosures prior to any other

individual, including Jody Scheckter or his counsel, advising any

of the previous entities or the FEC of the violations. It was

Mr. Hotter who came forward first, and no one else. But for Mr.



Ke~ly J detailed in ierv"W, the inoraction -aua - wtu
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Oly a rr. nottae volunteered to be Interviead and provide

the information contained herein in detail to Mr. Rally and, on

information and belief, only after the FBI conducted a search of

FATS and Schecktoers hmo, did Schockter or his counsel

*voluntarily" advise the F3C of the alleged violations contained

herein.

3. Schockter, who is from South Africa, is the President

of FATS, Inc., and was the President prior to the time that Mr.

Hotter became the Chief Financial Officer ("CFO) in November

1992.

4. Mr. Motter joined FATS on November 18, 1992 and, as of

the date of the first contribution described in the Notification,

had been in his job as CFO for less than three months.

5. Before and during the period when Mr. Hotter worked at

FATS, the company experienced an exceedingly high turnover rate.

In 1992, the turnover rate approximated 37%, with about a third

of that termination rate being involuntary. The year 1993

experienced an even higher rate. In Mr. Hotter's opinion,

Scheckter runs the cmpany in a threatening and dictatorial

manner, and those employees who refuse to carry out Scheckter' s



direction or s tom ae Ml~1y to be terminated.

6. Ptrc to Scbcktr's reqm ets for lormnt, Mr

otter had never been involved in any corporate reimbursement for

individual political contributions on behalf of any company. As

is set forth in the "Factual and Legal Analysis" of the

Notification, Scheckter admits that he was involved in seeking

reimbursement for his own political contributions from FATS prior

to Mr. Rotter's arrival. Up until the time that Scheckter made

his first request on or about February 2, 1993, Mr. Rotter had no

previous knowledge of Scheckter obtaining reimbursement for his

political contributions from FATS. Nor did Scheckter advise Mr.

Motter of his reimbursed contribution prior to the time Mr.

Rotter accepted his position as CFO.

7. The "Factual and Legal Analysis" is incorrect with

respect to Mr. otter having any involvement in providing a

reimbursement from the request made by Scheckter for a July 14,

1993 contribution to "Don Johnson for Congress" in the amount of

$500.

8. r. Hotter had no personal or professional interest

whatsoever in the making of political contributions to "Darden

for Congress", or to "Friends of Newt Gingrich", or to "Don

Johnson for Congress", or to any politician whatsoever. r.

Motter was not politically active in making any political
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p.uit.oa estl iA to smy inaid"ulwhtseew

in fnsylvania, the only political contribution Mr. 31otter oft

was to an individual who was running for Judge in the coaty of

Mr. Norttr's residence. Mr. Notter is not politically active

with respect to making contributions to candidates for office.

In contrast, Scheckter is, and has been in the past.

9. Mr. Nott*r is not the individual who conceived of the

idea of making r aei rmnts to Scheckter or to anyone else at

FATS. The concept of reimbursing political contributions by FATS

came from Scheckter. This was done prior to the arrival of Kr.

Motter at the copany.

10. In early February 1993, Kr. Motter recalls the

executive secretary for Scheckter, Janice Dean, requeting that

Mr. Motter rebr- Scheckter $1,000 for a political

contribution which had been made by Scheckter. Mr. Motter was

not even aware that the contribution was to "Darden for Congress,,

until he received the FEC Notification. The statement in the

"Factual and Legal Analysis" which says that Mr. Motter informed

[Ns. Dean] that "it was illegal for corporations to reimburse

individuals for political contributions" is not an accurate

statement. Instead, what Mr. Motter initially told Ms. Dean was

that he did not think that it was legal to make the requested
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the request, Mr. otter contacted Price Waterhouse, reqsestlaq

iaforatke a44 dai wift ZINVOat to this issue. Ofts lewux

5, 1993, be in fact received a document indicating that such

refunds could not be legally made (See Exhibit 1, to be

transmitted with a forthcoming supplement to this Response).

11. Upon receiving the document from Price Waterhouse, Mr.

Hotter went and advised Schecktor that the reimbursement should

not be made. Specifically, Mr. Hotter personally went and spoke

with Scheckter, with the document in hand, and told Schecktor

that it was illegal to make a reimbursement of political

contributions. In response, Scheckter said that there had been

reimbursements in the past, and that Mr. Hotter should "do

whatever you need to do to that to make it look legal".

12. Schecktor wanted his money reimbursed from the company.

Given the instruction and direction, and the risk of losing his

position, Mr. Hotter felt he must comply with Scheckter's demand.

Mr. Hotter opted to process the request through payroll as a

special bonus. At about this time, Mr. Rotter first became aware

of how the reimbursements had been made in the past, which were

through the accounts payable system.

13. As of this time, Mr. Hotter had just moved to Georgia

from Pennsylvania, had sold his house in Pennsylvania, and was
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a nt her., his wife was still in Pennsylvania, and she was

planning on moving to Georgia inmediatoly following the closiav.

As a result of Mr. Hotter taking his position at FATS, Mrs.

*otter was leaving her position of employment in Pennsylvania.

14. Had Mr. Hotter not been directed specifically by

Scheckter to "make it look legal", Mr. Hotter would have left the

reimbursement procedure the way it had previously been -- through

the accounts payable system.

15. It was Scheckter who was insisting that the

contribution be reimbursed to him, and that it be made to look

legal; it was not Mr. Hotter who was insisting on the

reimbursement of the contribution, or that it be made to look

legal. Mr. Htotter reported to Scheckter. Mr. Hotter was in a

subordinate position to Scheckter. Scheckter had the power to

fire Mr. Rotter.

16. The only other instance in which Mr. Rotter was

involved is the number 2 incident listed in the "Factual and

Legal Analysis', where Scheckter's check is apparently dated June

5, 1993 in an amount of $1,000. Mr. Rotter did not know the

donee's identity until he read the FEC Notification.
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informed by Xr *otter -- that seekI remusu t for

Political ootxib"-tai was not legalI No "ea went ahea a"d

mad. the r est for reimbursement on behalf of Scheckter.

18. On or about the time Ms. Dean made the second request

for relbursement, Mr. H otter told Ms. Dean "don't come to me for

requests for political contributions anymore. Ne made it clear

that this second request would be the last one he would honor.

r. Hotter did follow through with this second request, knowing

that Scheckter wanted his money and did not care whether the

reimbursement was legal or not; however, Mr. Hotter made it clear

that this was the last one. Mr. Hotter faced possible

termination by his clear and unequivocal statement to Ms. Dean.

19. Mr. Hotter does not believe that the request for the

July 14, 1993 reimbursement for the donation to "Don Johnson for

Congress" in an amount of $500 was ever presented to him. The

reimbursement apparently made to Schocktoer in this third instance

shows who was in control of these improper reimbursements -- it

was not Mr. Hotter. He is unsure whether the third request even

occurred; if it did, he does not believe that it was through

himself. He does not recall any $500 request ever coming to him;

he only recalls the first two $1,000 requests.
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Analysis" shows that SchoCkter, after Mr. iotter refused t0

process any further equts for reimbursement, sought

reimbursement even though Scheckter knew that it vas illeal. it
reflects that Schecktoer would seek reimbursement regardless

whether Mr. otter was involved, and regardless whether he was

advised that the reimbursement was legal or illegal. Schecktor

sought and obtained reimbursement before Mr. otter became

involved, and after Mr. Notter's involvement ceased. It was

Scheckter who initiated the conduct. It was Scheckter who made

the contributions. It was Scheckter who wanted his money to be
reimbursed. it was not his subordinate -- Mr. Motter.

21. As set forth in Paragraph 1 above, it was Mr. *otter

who initially brought this to the attention of the authorities,

through advising Price Waterhouse as FATS' auditors, FATS'

general counsel, the U.S. Attorney's Office, DOJ, FBI, ATF, as

well as giving a detailed interview and advising Mr. Kelly of the

Venable Firm of the foregoing information, as well as other

violations by Scheckter at FATS.

a. In May, 1994, Mr. Notter informed Price Waterhouse

that he would not be signing their standard audit

letter, because in good conscience he could not

affirm the statement that FATS was in compliance

with all laws and regulations to which it was

subject.
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and Madden in Washinton, D*C,. both as ccur3 l

the copany, that he was not sigaing the lett'

because he believed that violations may have

occurred in the area of political contributions,

as well as possible violations of the Foreign

Corrupt Practices Act and AT regulations. (See

Exhibits 2 and 3, to be transmitted with this the

supplement to this Response).

c. Mr. Rotter has been fully cooperative with

government authorities, including the U.S.

Attorney's Office, DOJ, FBI and ATF in all of

their meetings with him.

d. Because of Mr. Notter's disclosure to Price

Waterhouse and to counsel for the company, he was

placed on administrative leave. That is, the

response by the company was to "get him out",

because it was Mr. Rotter who refused to

participate in any further potential violations

and sought, as an executive of the company, to

restrain FATS from engaging in any further

violations.
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Kelly of the Venable firI who conducted a

voluntary --Latev of Mr. otter on J 146

1994.

f. At some point following the interview by Mr.

Kelly, it is Mr. Rotter's understanding that a

search took place of the premises of FATS by

federal government authorities, including the FBI.

9. Following the search, and after the award of a

major Marine Corp contract of FATS, Mr. Dotter was

abruptly terminated.

22. Mr. Rotter, by coming forward and "doing the right

thLfq, has suffered financially. By being terminated, his

amawal compensation has been diminished by one third, in

accepting his current position with another employer. Mr. otter

am finds himself in a circumstance where it is difficult for him

to afford the boms he purchased here upon coming to FATS.

Frtbermore, FATS has refused to pay r. Rotter monies which were

clearly owed to him under contract, including but not limited to
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attorwys fees * +

This 14th day of ~ r 94

Chilivis a Grindler
3127 Naple Drive, 3.z.
Atlanta, Georgia 30305

404-233-4171

11
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November 15, 1994

Anthony Buckley, Esq.
Federal Election Commission
999 R. Street, N.V.
Washington, D.C. 20463

Re: Robert Hotter, MUR 4090

Dear Mr. Buckley:

Transmitted with this letter please fiad Mr. Notter'ssupplement to his response to the notification dated October 27,1994 sent to him by the Federal Election ComiLsion in the abov.referenced matter.

I appreciated talking with you briefly thia fopimg. I willcall you in the next day or two after you hw had theopportunity to digest the materials coatai within the responewhich was submitted yesterday and this auplm t.

Sincerely,

Thomas D.

TDB/bc

t

ATLANyA. cNC4M 30=5S
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Robert R. Notter, Respondent to NUR 4090, hereby sUplemts
his *"ponse by Robert *otter to Notification of 33 4090

by Federal Election Commission Dated October 27, 1994"

('Response"), transmitting Exhibits 1, 2 and 3 which are

referenced in the Response, and shows as follows#

1. Exhibit 1 is the document Mr. Notter received from
Price Waterhouse indicating that it was illegal for corporations

to reimburse individuals for political contributions, which Mr.

Rotter had requested from Price Waterhouse in respon to So.

Dean s presentation of Scheckter's request for remburement, and
which Mr. Hotter used to tell Scheckter that it was illegal to

make a reimbuorement of political contributions. am Paragaps

10 and 11, pages 4-5, of Response.

2. Exhlbit 2 is the letter to Bsrb Schlanger, counel to
Firearm Training Systems, Inc. ('FATS') In Atlanta, explaiing

the reasons why Mr. Notter was not signing the Price aterhousi
audit letter, including but not limited to Mr. Notter's concern

that the company may have violated statutes and regulations

pertaining to political contributions; this exhibit is referewed

at Paragraph 21(b), page 9, of the Response.

3. Exhibit 3 is a similar letter which was sent to Thomas
Madden of the law firm of Venable, Baetjer, Howard & Civiletti la

L v -~
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I islata spend money on plial amp-i-), tha do
no have ---srehaiers who own thr e40t and that are

* not uI-Aned by busines corporations or union-s IPICA-typ
limitations can apply to a trade association, hova. be-

* came it dos M share those three h2-t- Al-
though the FECA law and replations aires may of the
s1ame A isses as the tax law, the PICA ndes are
not considered relevant to interpretation of the tax law.

Various corpoatios created under federal law (prini-
pally in Title 36) are prohibited from inking political
expenditures." Certain industries ar subject to special

B regulation of their political actmiviies.' In addition, Chapte
29 of Title 18 of the US. Code contains several promusio
that impose criminal penalties for certain types of expendi-
ture made for improper political purposes. Finally, the
Hatch Act, principally 5 U.S.C. 57324, paralels, may of
the limitations discussed in this Portfolio by also attempting
to prevent a governmental subsidy of political activity
through salaries paid to governmental employes It is
beyond the scope of this Portfolio to discuss these mntax
statutes in any detail.

Note: The Federal Election prov a vari-
- ety of helpful pubications, incuding two publications, ex-

plaining the federal limitations on campaign contribmtions:
C CawWWn Guide For Corporations and Labor (*afta-

ions and Campaign Guide For Noeonwaed Comnittees."

iI. On du ty of Lobbyin and PoNluci E nhbus

A. Ixtrednctio
N The charitable contribution deduction is specifically

denied for campaign contributions and lobbying expend
tur.' Farthermore, no deduction is allowed under 1170
for contributions to a charity earmarked for ue in lobby-
ing. whether or not the lobbying endangers the 1301(c)(3)
status of the charity."

Section 162(a) generally allows a deduction for "ordi-
nary and necessary" expenses incurred in carrying on a
trade or business. A major exception to the gemeral rule

r exists however, with respect to deductions for lobbying and
political expenditures made to promote a trade or bsimess.

C) , Pursuant to § 162(e) and the regulations thpe ene, politi-
cal expenditures are not deductible at all and lobbying
expenditures are not deductible unlen they relate to dire
legislative communications or ommunictions reprding
legislative matters between a taxpayer and a trade associ-
ation of which the taxpayer is a member.

The limitations on deductibility of political expendi-
tures contained in 162(c) are supplemented by 1276,
which denies deduction for indirect political contributions,

S Id.. at 256-265.
aAs Ouv. Mikcg OAWPer of Cfwer. I10 O. 1391 (J190).
NAn example is Th Foundatim of the Federal ir Amciemd 36

* U.C. 1550
-Utlity holdieg mapmses, 15 US.C 1791(b) md (X Mer a

Marie Act coract, 46 US.C. 11225; FEC w esti.m II
* C.F..L Pan 101. ACmuMt 426.4; see FCC rqdtiow, 47 C.F.L Pt 31.

Appeadix A. Cow 22.
a Is edditim. va ms spoorsn pre em , ma d aomam yis

* boo em s moax ud saa mapem of political scan.
NRep. 11.170A-I(hXS) and (6).
" Rev. Rul. 0273. 1980-2 C.D. 69.
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sod 5271. which imposes a limitation on dedectons fi 6A
debts owed by political parties.

The income and deduction of candidates ad Ie
office holders are comvd in 111, below.

L a iwer Ddact Under #162(f)
1. History

Expenditures to aid or oppose a candidate in a mm.
paign for public office have never been deductbl. TI.
nondeductibility, before 1962. of expenses to I
legislation apparently stemmed from a Tong - f
al disfavor of certain types of lobbying activlte r
example, in 1875, the Supreme Court refused to enfs a
contract to pay a lawyer 25% of te sum be had Persuad
Congress to appropriate in payment of his catts emu
against the United States.3 The Court based its nln em
the public policy grounds that the contract "was for the mth
of influence and exertion of the lobby aent..., wkihM
reference to... [the claim's) merits...." Mr. 1il9s
Holmes authored an opinion reaching a similar condhon
in 1906."

The denial of an income tax deduction for bbyi L a
business expense originated with a 1915 TreasuryDICI.
sion," as recounted in Textile Mills Secwtorles . p.
Comr.," the first Supreme Court decision to deal with the
tax issue. The Court made no distinction between expsm
for lawyers who prepared legal analyses and expenW for
other lobbying activities. The Court upheld the regulations
as based on a general public policy against srading "suh
insidious influence through legislative halls.. -," whi It
found in the two earlier cases discussed.above."

It was with this background that the Supre Court im
the often-cited 1959 Cammarao opinion again uO
regulations denying a business expense deduction in a i
involving grass roots lobbying against nactmet Of a hw
that literally would have put the taxpayer out of balmm'
This opinion upheld the regulation on at least two 5ronlk

a See Art. 143 Trry Rep. 33 (Revied 1918,. R. R. 71-445,
1971-2 C.3. 77, upundiis LT. 3276,1939-1 CJ 10, W PAC R i.54-
0, 1954-1 C. II.

nTrd v. CWlM, a5 US, 623 (1875).
"Hwlre n v. Sheckeia, 302 US. 71 (1906).
0T.D. 2137. 17 Treas. Dec., Ist. Rev.. 46, 57-5.
'314 US. 326,337 (1941). T taxpaye is I ma did a bi

in the Nmost a posture em De ber 8, 1941. the dM &s, m k
waa cpratio uupiid om a ctiagmt =aai to n md
Grma whs prety bad bm nid durisg Wo rld _L

"Note that Texrlk Milk was cited for the Vp-rp', that 8a
eapse deductiom my be demied if thk duduaiom wuMl fMnar
policy im Too TRuk Re.Inc. le. v. Cow., 356 U. 2 (i1s
Prompted by th later Opmm COMG 6mcI, 1162(e). (M n W
which, joger with 1162(e) were to be the es bt li d
denied am public policy gromads. S. ep. NIt 552,91st C., st
274 (1%9). Coud v. CA.. 97 T.. 613 (1991) (d1lINa
prohibitiom o( Rep. 11.1624I(a) agaiu el!o eui

policyp s MW beldiesdo ta thWotln of 1162(c). (0) Wd~g W
n eadusuw It of public poi y diMalWaW). Ode m =

Texut& Millh iscluded obe t Dry CO M V . C . 19!5 F.M9
(5th Ci . 1952) and Axwrcm Hwdwwe &W CuWua .
Coire.. 202 F.2d 126 (4tb Cir. 1953). both . uh demied iimaile
oetributin to a hernte. be dedicated to dinhwl h w the IesN

unfairly favored oopeatives.
"Camweno v. US., 35 US. 495 (1959). This COW ed

a cmidertiitkm e y are discured is VIL F. bee.

0

clum d m 00 Of NOW 0pme m -- appw M m ft f lI" pot
Tax eM O W4. 6- W1 Z-1aThe lie" aN i t s't 6W, .
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0
( ) exrsd " sharpy dAMd as'w" whichthe -' hlieve was exprmed i. the lobyn restrictio
plae on exempt charitable oranizations; and (2) the
regulation bad "the force of law" due to 40 yas of
srvim. TU policy was friber auticulated as the umed for
the Treasury to stand aside from political cootroin l
The u g opi*io of Justice Douglas attempted to
explain why the deduction denial was not a pemay for free
speech by contrasting it with an attempt to deay all busi-
news deductions of a taxpayer who lobbie, which would be
an unconstitutional penalty."'

Following the Cammmrao decision the Treasury De-
partment in 1960 promulgated regulations that clearly
prohibited business deductions for expenses of both direct
and grass roots lobbying and that required the disallowace
of a deduction for a portion of the dues paid to a member-
ship organization, a "substantial part" of the activities of
which were lobbying" Thus, prior to 1963. regulations
promulgated under 1162 denied deductions for all forms of
political expenditures, including direct legislative lobbying
indirect or gras roots lobyng'and partisan participation
in political mpag, tough a few court cases had
allowed deductions for activities similar to lobbying. These

U) 1960 regulations apparently triggered the significant legis-
lative change of 1962. '

2. Enactment of §162(e)
As part of the Revenue Act of !962,' Congress adopted

1162(c), which has remained in the same form since adop-tion. The legislative history reveals that Congress largely
rejected the regulatory gloss of almost 50 years' standing

N, and the Supreme Court's articulation of public policy. The
House Report cited the following policy reasons for enact-
ment of the subsection: (1) to remedy the inconsistent
treatment of expenses of judicial and administrative presen-

. tations as compared with legislative appearances (2) to
remove a discouragement of legislative contact; and (3) to
provide a better reflection of the taxpayer's true net
income.*

Camewreo quoted this prae frem the epino. ja Shiv. Cm, 42F.3d 114 (2d Or. 1930). by Loaed Hamt. discod a IV, A, below*358 U. at 515. Thin dicM1cM. is qoed with appmW i them,,mri Jo in *etm ,. T . it 1P 10m ,e q WW.
gi.. 461 u 54o(%3).
0 T.D. 6435, 1960-1 CJ 79, 1-sed Rs. 11.162- 15(cX1). Thissction was to after the of 1162(e) and Rar. 51.162-20.

An mmmal cmae der the prior rem nom Was Somhwasw. fn.
Pomp Co. r. US., 312 F.2d 437 (M. CL 1963), wich allowed a dedmiofor expemes of private poer compay ocials appearlq befoe acowge -i2mal mmmitee so "state their ca" sad "iafrem" the kislators
about appropriatiom for plai poer mmpanms, wich was held s to be
obyn. S..ee also Seeky MeamulA w oe Co. v. Cnm, 22 T.C.1249 (1954). Aio, the Tax C n held that eapems or fmeatiug
fo a state cmititetiomal ameadmen t em r ob Sao ,Cow., 3 T.C. 696 (1944), Jueq., Rev. Rld. 5W-255, 1958-1 C.3. 91.Myily uriters who were subpotemad to testify before the Homes Us-Americas Activitie Commitae could deduct their attorneys" less. Sah Y.
Conw., 1 T.C. 182 (1952).

SH.R. Rep. No. 1447,7th M Cs, ad Smw. 16 (1962).
4P.L 87434.

So H.R. Rep. No. 1467. th Cog, 2d So. 16-18 (19 2). Theeamctmeat of 1162(e), howeve, did am afec the Supreme Court's
holding that denyia a deduction doa mo violate the Cmestiuioa. Rigon,. Taxetion ihl Rp"Mai.on of WashhVoK 461 US. 540 a 7
(1983)

* H.R. Rep. No. 1447,87th Cam, 2d Se. 17 (1962).

A-4 el ANNA - . -.

Note:- Section 212 allows deductions far thON eeo
producing income or managing property outside te ubat
of a trade or businm. The regulationsA"p-&
low, as frustrating public policy, a 1212 hrg~ apayment for which a deduction would be dhwed by
I.162(c), () or (g), but do mt specifically addm rg id
tions that would be allowed or disallowed by 11644 7inis no indication in cam or rulins hower, ot §212
would afford deduction results any different frem 116,(.),

3. Deduction Prerequisites for Lobbybn
Expenditures

a. General
In addition to restating the general 1162(a) "iM

and necessary" requirements for allowance of a dsdulo,
1162(e) states additional requirements for alowaM ofdeductions in three areas of political activity (1) te
taxpayer's direct lobbying; (2) political )--- ....within membership organizations; and (3) th - l
tion's political activities as reflected in the e das.
Expenditures in all three areas must satisfy ourw
rules which relate to: (I) the ultimate object of the tty.
(2) the impact of that object on the taxpayer or erpmdza-
tion, (3) the nature of the activity, and (4) the massalon
of the actual expenditure to the activity.

Allowable deductions for goodwill advertising that
might have political overtones are discussed below ia IL C,
3, b.

Note: An agent who expends the principal's funds for
political purposes should be protected from taxatim by
excluding the funds from his income under the cam 0
right doctrine and not by a 1162 deduction for the MPOWi-
tures.1

b. The "Ordinary and Necessary" Standor;
Relation of the Expense to a Trade or
Business

Subsection 162(c) repeats verbatim the gnal ui
ments of 1162(a) that the expense must be as ordimy M
nemesary expense paid or incurred in carryin ek s baeor business. In a 1976 cae, a securities investor " s
even get the court to address the special rules d *l (.)
becamuse he could not prove that he carried on a Wae or
business.* Even if the taxpayer has a trade or bushm, to
expense is not deductible unless it is related to that hulm
as opposed to taxpayer's personal beliefs." The Tax bur

" Rqp. 1.212-1(p).
0Rep. 11 .212-1(1 a pecaically disallows say deducion A -expeesm of a caidate. S. Rep. No. 552. 91st Coat., la Ss. 274 (i

makes it cear that Co 8 considered 1162(e) to be in 1W i8category of deductions d6allwd a. pubi poicy -mde as dohe
ties (c), (f) and (l) of 1162 tht wer esacted is 169 aMn do ed0d
in ReO. 1.212-1(p) and Rep. 11.162-1(a).

-Sm LUddy . Cme., 8O ..2d 312 (4th Cir. 1967) (G. in LW
failed to prove thai be had rfeWe fum (me the CeAMmss fat 1"the Preident as s aget is furthera ce of euusuame ad 4
culminated in the Waterate ihreak-a); 5w1ky v. Cor, 37 TZC. 136
(1969).

* Pwvs v. Cow.. 530 F.2d 1332 (9th Cir. 1976).
',Stn Low Box Co.. Inc. v. Cow., $42 F.2d 1213 (10th Ch. IS.

ceri. dnid. 109 S. CL 62 (cost of ..oodwill semis., =acorporate Fbioophy espousial free eaterprMs, etc., Was so SMNibaid
mxxnry usieescape..e.)

. -- ,- V ww w pvog g apmw m m of oft pmeoTI w o@ Amuse iN. O a I fI My MiMo Ofm 11 V, AM*& is.
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Ms la hdd, however, that an employee of state ovrmea
who l1ba for better workilg oditions ad igher pay

* for himself and fellow workers may deduct his expenses
because such lobbying has a direct relationship with his

* trade or business, eves though his inters is "peroaL.""
Finally. the expense must be related in a way that is

* "ordinary and neesassary."

Obviously, the "ordinary and necessary" teat has two
parts. The Supreme Court has indicated that expenes
incurred in transactions that are of common or frequent

* occurrence in the type of business involved will qualify as
"ordinary."" In enacting 162(c), Cngres stated that it
wished to remove a discouragement from legislative con-
tact." Therefore, the Service should be hard pressed to
contend that "direct interest" lobbying is not "ordinary."
This is evidenced by the apparent lack of cases on the point.

The Supreme Court also has stated that payments that
are helpful and appropriate to the devvlpmInt of a taxpay-
er's business are "necessry."" The application of the
phrase "ordinary and necessary" will vary depending on the
nature of the taxpayer's busness Generally, however, any
expenditure made to promote a taxpayer's business that

NC does not relate to the acquisition of a capital asset should
qualify as ordinary and necessary."

C The general limitation of "necessary" and the specific
limitation in 1162(e) of deductions to expenses relating to
legislation of "direct interest" to the taxpayer appear to
overlap. Since "direct interest" is defined by the regulation

' in much more detail than "necessary" is defined, it would
have been helpful for the regulation to provide that satisfac-

N.. tion of the narrower "direct interest" standard also satisftes
the more general "necessary" standard. Instead, the regula-
tions state that if the "ordinary and necessary" test is met,
then ordinarily the "direct interest" test also will be met."

c. The Object: Legislation or Proposed Legislation
The expense must bear a certain relationship to "legis-

lation or prposed legislation." " The distinction between• - these terms is not clear. That "lislation" refers to already
enacted laws is supported by the House Report statement

~ that "It also is desirable that taxpayers who have informa-
tion bearing on the impact of present laws, or proposed

" legislation ... not be disourad in making this inform-
tion available .... 9 ' The regulations, however, do not
clearly identify existing law as a covered object. Rather,
they imply that the two terms distinguish between bills that
actually have been introduced and oral or written propos-
als.' Since an appearance simply to laud existing law could

* hardly be of benefit to a business absent some proposal to

"Jordan v. Cow.. 60 T.C. 770 (1973). oq., 1974-1 C.. 2.
* "Lilly v. Conw.. 343 US. 90 (1952); ste els Deputy v. DuPow. 301

US- 488 (I9M); We"I a,. Mehwq. 290 US. III (1933); uid Korw
hmser W. US.. 276 U.S. 145 (1928).
"See H.R. Rep No. 1447. "7th Csa., Wd Sas. 16-11 (1962).
"We"ch V. HeMt 290 US. I1 (1933).
S I-V&%dena0erkmY. foM. V. Cow., 7 T.C. 779 (1946). See

* gentealy. hekerLaI kk=a FedeveJ Taxauion of lucern. Emw andGifts. 20.3 (2d Ed.).
'Rep. 1I62-20(CX2XiiXbX)X).: "11 62(e)( I XA)."Se H.R. Rep. No. 1447.17th Ca. 2d ss. 17 (1962).
"Re. 11.162-20(c)2)(iiX).
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a

change the law, and an a to criticieas
would constitute a prooal to chaig it, theI. i e
has little practical importance. As to bow mtu a l l-
live proposal must be, the term "lqkation or urm0
legislation" incudes oral or writtm s for
action that have been submitted to thsyIsatlve ale 'O
a committee or member of such body. Lisim a
includes "resolutions." 4

The regulations deny deductions for expenses related t
such matters as nominations, appointments or the operaa
of the legislative body. Interestingly, they do so by eatim
that the taxpayer does not have a direct inters In a
matters," rather than by defining "legislation" to ealude
them. The direct interest test is discussed in 11, 3& 3, d,
below.

The legislative bodies identified in 1162(.XIXA)
which may be the object of lobbying include Cons, to
legislative body of a State, of a possession of the Umbd
States or of a political subdivision of any ofthe A s.
"State" includes the District of Columbia 01 and an IUdifss
tribal governmentr Since lobbying of foreig legisl
bodies is not specifically covered, it appears that th ex-
penses thereof are not deductible"

It is not clear exactly what constitutes a political
subdivision for purposes of 1162(e). The term is not def=nd
in Regs. J1.162-20. In other contexts, political subdivisions
specifically include entities that exercise any part of the
sovereign power, including particularly the power to tax."
Of course, to be a political subdivision under 1162(e), a
body must be capable of producing legislation.

In a reviewed decision, the Tax Court held tha te
general electorate is not a legislative body so that upel.
lures to influence the passage of an initiative ares t
deductible as direct lobbying expenditures Furthermaore
the decision held that expenditures were nt dd.b
because they were for grass roots lobbying in metl
with "legislative matters" under 1162(e)(2)(B) aed Alo
because Rep. 11.162-20(b)(2) specifically made -psai.
lures for influencing an initiative through grass rootslob
ing nondeductible (even though this section was elecve
only prior to 1963).

Note: Regulations under 94911 state that lobbyif thd
general public on a referendum issue is direct IobbyiW."

aId.
"Id. GCM 36095 (9/7/79) mud theo sesitios a( -bs'lsk" I

14911(e2) in a discussi of the soe od I62(c). It _1ao m- iAd
irdusiom of treaties within "eggietiom." a view ,,pportd by pm RW
I1.162-20(c)(4XiiXA).

"Rep. §I.162-20(c)(2)(iiXb)(3). The House Report aim .mdidi
nonm tions but appeared to do so mbder the i ition of
GCM 38095 (9/7/79) adopts this rada of the Howe Report

0 17701(aXI0).4"JTI71(aX(6XB).

"Cf Rqp. 11.162-20(c)(I); IRM 17(10)67. per*. (3).
"'See e.g.. Rep. 11.103-1(b). Note. howcvr, that Prop. Rsp. §I.t-

20(cX4KiXD). daliag with grau roots Mbbyim& trests ioa "=
purpose bodies" suck as school boards as admiaistrative bediam, 10
egislative bodie

* Southern Pecfic rhompoamo C. '. Opo. 90 TMC 771 (19M1
(reviewe). Swa io PLR o001061 (commise orais mue s~s -
turn needed for an imitiative would be taxed as a corporatI
tions would not be indidibie gras urs aad egprow. -u-an
initiative would no be deductible).
-Res -56-491 -2(bXlXii).

in me &am noOb as
0 Tax bemp0qme bo., a Of Ths @Wem Omlam ANs. Mnc.
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*S er Pws v. cw., 530 F.2d 1332 (9th Cir. 1976).'ROp. lI.I6 2-20(cX2Xi)(bXI)().
'1d.4W tld.
%"Id.
'ReL II. 16 2-20(cX2XiiXbXXg)."14.
'14.

"ReS. l -16 2-0(cX2XiiXbXJ). Tb expendure made with rM-spa to the mmomatie Proem by an iadivid n sing legisaiveojral.of hi nuaitut ~ a ot be dletihlte. S..TAM 0O02 and 11L. C, below."S(,reries f"1 T1m100gm1, CO - Cow.. 90 T.C. 771 (11)(rewd).
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T I rm e nI 01111Proaly be explained by thdon
= "C, UWS a( diffin inte n sttons die

same or similar words, or Of inupratioes undr mesectim of the Code whn thde are mne udw etersectim, use she utility .comparing autherlgl, uderall Code section dealing with lobbying and political expe.-ditures. For guidance, see Vi, D, below.
d. 7The Csati. qf the Object with the Taxpayer:

77#e "D Ixterest" Test
(I) Gpwn Ruk
A lobbyin e niture deduction is allowed underS162(e) if the legilative activity with respect to which theexpenditure is made is "of direct interest to the taxpayer."Siae the expeniture also must be incurred in carrying ena trade or business. it is clear from the statute that it mustobjectively be of direct interest to that business and aot justsubjectively of interest to the tupayer.' The regulationsprovide that legislation or proposed legislation is of directinterest to a taxpayer if it is of such a nature that it will ormay reasonably be expected to, affect the trade or businessof the taxpayer." Legislation is not of direct interest merelybecause it may affect business conditions generlly." Asnoted above, expenditures that will qualify under the "ordi-nary and necessary" test should "ordinarily" satisfy thedirect interest test."

Only one provision of legislation need affect taxpayer'sbusiness, but the likelihood of impact must be more thanremote or speculative." Examples of legislation with onlyremote effect on a business incude a presidential succesionact and an appropriations bill."
Most of the examples given by the regulations of directinterest legislation relate to legislation affecting the costs ofoperating taxpayer's business, such as increased taxes andSadministrative burdens.' Direct interest legisla-tion also may affect taxpayer's business receipts, its coal-petitors and the quality of community life that affects itsemployees," The mnpact need not flow directly from theleislation but may be derivative. For example, even thougha proposed retailer's sales tax is passed on to customers, itmay decrease demand for taxpayer's products. A taxpayerdoes not lave a direct interest in matters such as nomina-tion, ap ntments, or the operation of the legislativeby." The Tax Court held that a railroad had a directinterest in making its hometown more attractive, in improv-ing public airport facilities that its employees might use,and in making more effcient the government of a citywhere the railroad had a rail yard."

a on0 WA Anm @I ee% o New Ow vu m maU mpe r s. Ue Ditat e p u* o
0 Tm 11"W W c, eu y qWW iune No *aof " . ..

(2) Dote IisereSt Test for Memtbership
Orrinrzations

Before examining the a lication of the dire t laterest
test to por nap.M ut t im to 1t .fy the contexts in which it arises. Pint ., 11101 a ty"case, it could arise with respect to a deduction do b
taxable membership organization. Such oranlzston awoudbe "the taxpayer" and would be entitled to a dedsetoa fordirect lobbying with respect to legislation of direct interest
to it.0 A taxable organization. however. does no ualifyunder 1162(e)()(B), so it cannot deduct expene Jiti-cat communication with its own members. Son themember may deduct his expenses of commun a . with
the organization concerning lelation of dire" imerestboth to him and to the organization." Tird the membermay deduct dues that reflect the orgaaization' expenses inconnection with its communications with its members onlegstion of direct interest to the organization and to the
members.' Fourth, he may deduct dues that re t theorganizations expenses in connection with its direct lobby-
ing concrning legislation "of directinestothtapy

"" In this last case, it is not clear from the statutewhether "the taxpayer" refers to the member or the organi-zation." The regulations provide, howeer, that only theorganization need be interested, either directly or deriva-tively from one or more members, in order for dues to bedeductible."

Thus, in probably all cases described above, it is ipr.tant to determine the direct interest of the organinti.."
The regulations ease this determination consideraby byproviding that legislation will be deemed to be of directinterest to a membership organization if it is of diectinterest to one or more of its members.n

Comment: Membership organizations (such as tradeassociations) can make expenditures in pvrejy localtive matters that will not jeopardize the memes'ddeduction even when only one member of the orsainu
has a direct interest in the legislation. For exampl a
national trade association for manutacturem and distrib.tors of a product, with one member who sells the product ina particular city. can lobby against a Proposed city arni-nance that would restrict use of the product since the

SSf dii of the term "membeship orgaizatio-" at II a. 3. ,(2). (b), below.
1II62(CXIXA).
1162(cXI))). The Houe Report makes it cer that the OMMWWMa my p either way. H.R. Rep. No. 1447, l7th Caq, d M . II1%2).

" 1162(eXl(1)hub Iaguage). Note that the eahenia dmIy to th e epeae of aommun icating with t m ber '
leduction for du is at imue ad specilcay to li itunt lteegiatm.

lIf62(eXIX bai lanuase).
Emeua gaueemp orpmantioa can bea pa yer nder the1 adouh0 17701 (&X . Seg also Nico v. Cow., 565 F.2d 1234 (3d ar. 1 .Rp. 11.162-20(cX3).

*Rep. 1 -1.6 2-20(cX2Xi)(b)()(). Thie appear to depait &W thlouse Repom wbich stated that it is eaciect if U . -th -p d
9iSufativc a aivity is rated to the trade or h - 'businmssumber of isa membem. H.R. Rep. No. 1447.,17th
1% 2). Also, a busimee ease must be careful to minI, W e.
aqirement 0 ReW IIjo1(cX6).I tht it be epe toed Nommam imeweou.



amelilenwould have a diret Interest .wnsb to loa grups auppor d e

ltion in t gene ated tax dedutem to all Itsmembe when contu to the trade I-sOI SeedbcwW= of the avaiable deuto for m- do",
at ,It 3. e e (2), (e) T belop.09) Diec Intret 1est for Expr Wmtne

The legisative history of 1162(e) indicates that am ofthe remors for allowing deduction for certain type of1 leiltiv communications was to promote the prosentationof information to legisltors by interested taxpaym so thatthe legislators would be able properly to evaluate theimpact of present or proposed legisation." Cansstent withthis goL, a special, more liberal direct interest tat isapplied with respect to expert witnesses. Simply stateexpert witnesse are deemed to have a direct interest inlegislation by virtue of their expertise with respect to thesubject matter of the legislation rather than becaue of thepotential impact of the legislation on them. More thanexpertise is required; however, it is but one element of thetwo different tests applied to expert witnesses.
The first (and more liberal) test applies to an expertwitness when (1) his legislative appearance or cmmunia-

tion is not on behalf of his employer, (2) the legislation is inC a field in which the individual specializes a a employee,
and (3) it is customary for individuals in his type ofC' employment to publicly express their views in respect tomatters in their field of competence." An example of this*0 type of expert witness is a university professo specializigin finance who testifies before a legislative committee onr- proposed legislation regarding the banking system."

If, on the other hand, an individual desires to make alegislative appearance or communication on behalf of his
r-, ~ employer or as a self-employed individual, be com quali-fy under the first test. Such an individual will be deemed to~- have a direct interest in legislation only if (I) he speizesin the field of the subject of the legislation d (2) theS appearance or communication is made pursuant to aninvitation extended to him individually for the purpose ofS receiving his expert testimony."

Note: It is doubtful that an "invitation" to testify which0,, is rnged by the witness will qualify as an invitation
under the second direct interest test."

Comment: In order to qualify as an expert witnessunder either of the two tests, the expertise of the individualmust arise out of his employment or self-employment.S Therefore, it appears that this provision would not apply to

.R. lRap N 1447, g7th COOS, 2d Ses. 1s (1%2).'Rap. l l 6 2-20(cX2)(ii)X,,X)(O.
'1.
" Rp.L 11- 6 2 -2o(cX2xii)(b),)(U). Se. e.g.. PLR 17270 0 (medialwho SO n -moth sabbatical to se a unpaid adv to Seasub=nm w mid dedu AmVISY4VOWhuoe liia and avel= pems).0.n a mbaw i the expemes of an exemp opnizamims repes.

tatl,. in suilf am a mnAmiat at the -eqm, i of a momreadeacum do no ctitute *,COPt fuacuac Wpem for ofMC O rsaaiaatio. Partially taxable uoder 7 )S=6 I 'ttS272(C)((i) and dicacewo of 1527(f) is IV, D, below.'
ty rRow. Ral. 70-449.1970-2 CA3 IlIl (emphasizing that tbm aal'eri.te request for tesimmyo).
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an individual who is e autioyed a a s ha-
an avocation is a recognized expert it nvlram rg.
lems. Such an individual could not satisfy the ft I huuirequirement by qualifying as an expert witn am m0em
mental problems.

e. Types of Actvitles for Which DeductioM
Are Allowed

Under 1 162(e), a taxpayer is permitted a dedunlfti rordinary and necessary business expenses inarW wkh
respect to communications reating to legislation of deinterest to the taxpayer, provided it is one of the two typof communication discussed in (I) and (2) below.

(1) Direct Legislative Coenmunicagion
Section 162(e)(l)(A) allows a deduction for apsuesincurred by a taxpayer (including a taxable

organization) in direct connection with submittlg a
ments to, sending communications to, or appearawn be.fore, committees and individual members of certain bski-tive bodies with respect to legislation or rpuupselegislation. Note that appearances before the tiw s
tive body are not covered specifically. While it gefi l
impossible for a taxpayer to directly lobby the etieCongress by appearing before it or a House thereof, an anappear before local legislative bodies. It seems logical thatsuch appearances should be direct lobbying.

(2) Indirect Legislative Communicaion Throu h
Membership and Other Organizations

In the circumstances described below, deductiom aallowed for expenses in direct connection with the ee.nication of information with respect tot legislation bweeithe taxpayer and an organization of which he h a mere-ber." It is conceivable that Treaury or the Service Ahave seized upon the word "information" to hold the Ihusinapplicable to an organization's direct call to its nto lobby. However, Rev. Rul. 78-114" makes it elr dourging members to enage in direct lobbying is ns ygnuroots lobbying, and that such urging is therefore ceo.
cation the cost of which is deducible under 1l62(X)()

(a) Donations Not as a Member
While the focus of I162(e) is upon membership lmn-zations and their membership dam the regulatims aksimilar rules to the deduction of donations to on,,

of which the donor is not a member.
Regs. I1.162-15 generally deals with the deductiiftof contributions and dues. Regs. 11.1 6 2-15(a) denies a1162 deduction for a contribution any part of w bdeductible under 1170." Subsection (c) allows the dbsdtion for dues and other payments to organizations (ently membership organizations), subject to tilexpenditure limits of Regs. 11.162-20. Subsection ( des

'£362(ex i).
"1978-1 C.B. 44 (but the rung =ncudes that wguag usum a

cntc customrs and employees about legikti. misam i e r ea0 Note that when a public oftie bolder persaamjly jayeinbinoffife (particularly, thse ia exem of his waf salarmh sfcharitabk contributiom but rather simly I,, deducuible bu -i -due to the fa that the Code defm a pulic offie as trade W17 701 a026). See discumiom of ofie Welas IlK belew.

"---Up- -F'U~U~,7y - - 'nme~pe w e in on *wm of tis PodlwaoO T Am M a g e ... e. ,a h el d b m Tr s Si e m . N o n m A ole b . ,h c. .
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with "ethe contributions" or "donations to GrONNOOM"dhat an. so baitabls Organtions covere by mbssetion(a) and by elimination either must be other tha themembershlp oaintion covered by subsecti ) oo hich the donor is not a m erb mdoaio wae dedible If they, diretl benda toaay'sss. For example, a donation by a tru t a- toan oa ao (of which the transit company etmember) Itending to bold a convention in taxpayea's cityis deductible because the taxy has a reasonable Pec.tation that the couvention w increase its revenue"
Such donations are not deductible if made for a per-e for which a deduction is not allowable under Res.

i.162.20(c). Thus, rather than incorporating the rules ofRes. I1. 162-20(c)(3) that focus on the recipient orgaiz-tion's activities, Rep. fl.162-15(b) requires an amia-tion of the "purpose" of the contribution. Tbeoe ifmade for the purpose of rass roots lobbying or for cam-paign contributions the payment is not deductible"
(b) Dfilnitiom of "Membership Oegstatom"

ad "Members"
The Code and the regulations provide little uidance- with respect to what types of organizations will qualify as

membership organizations referred to in j1l62(eXIXB).Res. 151.162-15(c) and 1.162-20(c)(3) refer to orp za-tions "such as a labor union or a trade association" " intheir ds of the availability of a deduction for duespaid to organizations described in 1162(e)(l)(B). A rulingindicates that a 1501 (c)(4) "action organization" also mayqualify as a membership organization for such purposes.On the other hand, it is clear that a corporation is so amembership organization by virtue of its reltionsip with
its shareholders.

In addition, no guidance is given in I162(e) or itsregulations with respect to the quafihcations of a memberof an organization described in J162(e)(l)(B). The Servicehas ruled that prospwtive members do not qualify as
nmbers of an organization. ,

Wc) The Taxable Membership Organizatior
Deduction for Cbnmwicatlon with Its
Members

If the organization is taxable, as noted above,
-The afmloaity of each a deductiom for a comirtdm to a aiuee

@I sued o bIiq a polI convention to am are is M eected by 5276Rap II.276-1(bXIXi). See aebo Rev. Rul. 5--265. 1955-1 CIL 22(euqirl. thet tde expected beat be ommurate Wish the
eb". pW 11.6033-2(k) nmeid require ezam w orhau efs toa* mommmber msriboors the e reste of as WWa expehtumdt We for mmdeductme bfti., thu implyiq the Same tInemau fr de See dJiscmmie below. Ab, note thet 1162(eX2) refen fo gas we am mtrbtom te are amo deductible.*A trde amotim my be edy devoted to klbylag. Rev. Rat. 61-177. 191-2 C . II?. See VII, F. bdow.
' Rev. Rol. 67-163. 167-1 C.IL 43.m Se Rev. Rut. "78-111. I197-1 C.3. 41 (a ca poratioe my s dedwcthe owma ediqg i its dweelde, its president's remaub ens~h-tw ev- the- d - " ers we so requested to oby) Raw. tL74-407,1974-2 C.I. 45 (mm ras for discie. ofhaietiom a I is,rpratlie m to r4oldus).t See Rev. Rat. 78-114, 1975-1 C. 44. For treatmet of III IrIbIpmneer am amalos Code mectio.m - 4911 (dX3). An etu ditm.aie. of members mu refrred tine 4911 (dM3XA) appeer. i H.JL Rep.NO 1210. 94tb Gt,2d Sa 10 (1976).

A-$ , d . .

1162(eXl)(8) does not '&.le~ye Auhg.,hcommunications to its member a mt le.slg I b sobecause that subsection ebous w the Ofttapyer" and thu~~ dh oqe uthe deduciom I 1idductio, as for igras roo Iob~~il k

eat with the denial of a dedutin t abue-ifor lobbying it odl Such dnial WOh l .
sistent, however, with the treatment of su* m..dj .tions as not rass, rots i n th m et o 4 ealm er's dues deducti as disued I It, 3, 3e,(2(e), below. It is possb e that the mmber's du emight b oed only when the orn i taxGanalthough the statute and its legisative hisW y do nosupport such view. Therefore, the sta of the ab"organization's deduction is unclear, with neither a spe&allowance or disallowance in 1162(e).

(d) The rmbers Dfed for Com
with the OCrgezatou

Section 162(e)(I)(B) require that a member's omje.nication with an organization be of dkrect interest to beththe member and the orpanition to be deductibe.m Frexample, if a member of a medial a o ,itn whopened also to be a lawya soahow were to speod a lot Q(
money communicating to the medical association his, arcerns about legislation affecting lawyers only, it Is doubtflthat Congress intended to allow him a deduction Tiscommunication is somewhat like grass roots lobbying do-scribed in 162(e)(2)(8).

(e) The Member' Deduction for Due: Speial
Assessments

Section 162(e)(1) allows a deductim for dues attretWable to an organization's direct lobbying ep e.T -ly this would apply to dues paid to uisand bleagues. The general rule permitting trade or budsexpenses to be deducted normally provides a U& rdeduction of the balac of the de
The deduction for bsnerelated dus paid by ataxpayer to membership organizatim is addeusd N o-t1.162-15(c), which crosrem cm R"L 11.163.

latter regulation limits the duesde der v ma icrcumstances when the Organization eae e nonuactivities other than legislative ommunications fer wi
deductions are permitted by 1162(eXl). The atiitisswhich are outside the scope of 11 6 2(eX)aregr fewlobbying and intervention in poiticl camp ! a e
hereinafter sometimes referred to as "ndetblacl -ties." The limitation on deductions for dues a e rpayments to membership organizations depends on trelative magnitude of the organization's nondedutil no,tivities and the type of payment received from the membw.

" See H.R. Rep. No. 1477.87th CQ, W Sm 11 (13), eif ithe ammanction can be from the orpiamsntle to the Oasum, n erlmvers. This le-suqe doea s eem to oulampble ded, by Sonorpszatm.
I Sec 11. C, 3. a, below.
OSee al. Rep. 1I.162-20(cX2Xi)(h) ( doepetg thequtrememt thet both beve a direct inr ter =de ir do"=e.peemes.of comm1,icau to bisr o, 1u- I #i be "eorilk).Sf H.R. Rep. No. 1477. 87th 1j__jI

-" W1 rW-. toemJ- In *A frma of S Ps0 TWOm "O 4416emem11 @1.,a Wh eeft1W*V AM&& kML



S ude Rep. 11.162-20(cX3). aem a a -- j-2
part" or the activities or a membersi mApsalm are
nondedutibl~e activitiM, all of the or Le m
made to such an orpaisaoM are deductbi - Teerdeme

* with Rags. 11.162-1*5(,). U a substantial pen df te aMM-
ties o a membership ora am nsis"d -- et--b
activities, the des or other paymets to such a- -- l

* are deductible only to the extent of the perth 1 ea sch
payment which the taxpayer can esdih b aetuib.
iutable" to activities othr than m eI'd"-
In other words, ces an orsanizatio enga es le Mlb al
nondeductible activities, the burden shifts to the xyer
to establish the portion of the dues that has bee- applied to
finance an activity for which a deductiont avald either
under 1162(e) or 1162(a). Durian a audit of a trade
asso tioa or union, the IRS will typicnly At umine
the amnizatioe's lobbying activities so that w ee
of the members' dues deductions and -sum ma be
made before the statute of limitatiom has um.

Thus, the first step in detmining dedu is
assesing whether the or izatiom's activi-
ties are "substntial." " As usual, the e p

C-) that the substantiality of nondeductible be
determined "based on ali the facts and crameks.""
Ther is no indication, however, as to what facts and
circumstanmc are to be considered and how diffeent fao.-

(, '1 tors are to be weighed. Ie Internal Reveame Manual
indicates that the likihood of a mateial tax hae

r, resulting to individual members is the predminat fao.
tor."' Note that this "substantial par termiol ued in

, the regulations is identical to the test a I5O1(cX3). for
ex sive lobbying and that little Ira-tm shas been mde in

~untifyin the term in that area as discussed In VI E, 5,

. Pu 61-100 parially p the for
- detuig the deuctity of daes h V i ed Id the

ommof 1162(e) bu t je mu nd Id hi bf w
R Rap. 1.162-15(cX2). Its steed p I to hoit the
diopoiiunn of the ue tax amsd fu s/bm ans
t - ezabuaio of org doeis Sol*l M km'on of &s
deduction. -Opais 3id no have stm=10 aodqm the

c), aero, of a defiim aaint a ddy I tboe =d
&Wbtt of does While the e xpew had Pwad
rights to poUest. he arwmy did not have d mo.* 6
to prove the doaction Terehr di e t hRmduraccors th argenon th stt a of -Mlde - for
purposs o ng it rights to a adminm deppL The
right arise not in the mFmber/tapyer's Lt-n 0 r,
but in the speciale aminatio of the oI im to Mhin
the appliability of the dues d irn it Tbf , the

9 " "R 1I.162-20(cX3).
" i*e ReVOM Mamal §7(10)67.

* See TAM I1I5024IU (s oyi a isf vimm emme ac" d
a Mde auociatio o eldecui pone Om m); . .C V. Cbw.. 60
T.C. 366 (1973). 4rd, Si F.2d I0 (lmt Cir. 17) did sewib-
i's dwediom wishes dievsifs of wpMime efllihm

RAIL 11.162-20(cX3).
-'M 17(10)67. Sw ebe TAM 7946409 (di&cmic Wh hby

* ctfuiem of a bwela is).
" 1961-I c.A. 95. The mias* veift s eof Ptsmemi

is aMed to by is hicim im iamshy &ammd oadt -
n fOr the P 1-g 0 of guppuMyodoh 6&wim

inIM17(10)67 date 1-o.
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oruintn my notm tax al ashsom ht mmbs
that mt omthsatn o 'm do amm

Tax COW ddmy 8k m O. R. Pm 61-32 "

Rev. Pim 61-10 d o dt the Sovim lus dd s 7i2
deron M to D CON in dImNa i m
ben reWs The for w - I dt minter ad
org atn Ud Lme d in the Ibaru l Reeiue
ManuaL

If a membership organization receive a special aesm,
ment from members '" (including an increase in dues) to be
used to fiane nondeductible activities, a special rule ap
plies. In such cases, no deduction is allowed with respm to
any portion of the special aessment used to finsnc node.
ductible activities."'

In the Revenue Act of 1 , C attempted to
ensure that members understand that teycanno deduct
their dues as 1170 charitable contriu ons byrtqurI" a
statement to that effect to aAccmpany dues

On November 25, 19bO. the IRS isu ed p; I
tions"' which would furthe restrict the d ucu- ty of due
and other paymems by a taxpayer to an -rgan tie of
which he is a member in the event that the ogniatim
enapes in any nomdeductible activitieL The esence of the
proposed amendment is to delete the word "substantal in
the first line of Rep. 11.162-20(c)(3). The result would be
that if an orgnization engaged in any (as opposed to
substantial) nondeductible activities, the burden to mabid
the dedumbe po of payments to the organization ha.
mediately would shift to the member. T preamble to the
propoed regulations indicates that the purpose of t
amendment is to preven an indirect deduction by mmbers
for less than "substantial" ondedu e activities d
in by an orpnization.

Cou with this proposed amendment in a reied
prop that would chn the m - and
requirements for any organizati whos members are mi.
tied to deduct payments under 5162. A new supmagsai
(k) would be added to Rep. 11.6033-2 which wuld
certain exempt gntions " to provi to their

'" S Na ,4's V NwI'crnva #I. V- hwvmd. 44 F. Ow
905 (D.D.C 1979).

'"1961"2 C. 372.
to of Caeim Mosbesi Orpiflztm laiMq IRC

162(e) Iwo&" IRM 7(0)67. Sw ,w TAM 79409."sshe oil y ezead, w of"pymes" el
th" du. Tbm "Oer paymauo" are diffrnt m au dmi- to a
orpnitm wkt which Ule"yer is no d Uick are issud IV

AS. 11-162-5(b).' i 11.162-20(c)3).
0 16313. Th bs pe o uids to deM a biadid at a3 at MW6

ed 1610 of H. Rap. No. 391. I00k Cm., In Sm (I67). MS "ge
Reie IR41-31 (Februv tO. 9M). In leo -20. 19M CA
454K the IRS publAi samidm for muihe~ - p- ms k% ,-.-
auicaul to Poiauu oi0Ma 1uuu to -uw thei ia e m6 uS I5.
ibk s cbis id auim The 1idsimmo porit. ea. sd
end radio ibtauiom.

'*The prupo ru gulatlom egise Rp j 1.162-20 awi pubI
ina45 Fed. Rag. 73367 (11/23/$0). The eect daei ha ehi i
by the o~sinin after 1960.

"Sectim 30(cX5). (cX6) oad ohe mu pllw m u
mmbusor iwrilbuu my ddm dum or aa ibaiml p
subj= so th g up g qu rnmmL

Ci Mj*emmeeew-a q 1w01 et ot m po tree
U.00MOUNIA W - Y - --b 00VM044 0NOOW*kM*A
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ad n riub o omr befoe emnary 31 of amb yor. am showing what --r-- of to ora an's

snaloexnsadito ure e m ~ exemt hjit um ere
Ibr Aeadoll acvs.d eupIPw MM
be pm*Wiu whim the ponis. 4(a 1mb pay "abee.
MetW" suN& e Xpen-ditoa is eitherb les MS w' Im tn
$30 aOd as ho then 5% of th pemn's " gea am" for
the year. The -; m eulation ans widh am Raps.
*l.600l-l(c) to require an oen"up oanztonto m Itiremds to support the staems to be forstW d under
Prop. Rqp. 11-6033.2(k).

COW "OW The a o the e rOp makm their pros.
pects for adoption highl questionble.

f Dir CoWm.cM of tn Ewp to the Actiity:
Eaterairmwu Expeum

The permitted deduction for polt expn ex-temds oly to expene having a direct afnictia with thecovered type of activity.m Section 162(eXI) idseies away-
from-home travel exese n the amo pirepu tesi'o-my as "ordinary a 8d0nee1sar" expense Of drc bnthereby implyi that such expenses abo ha

- nnection with the legisative app or mmm Aa-
tic1. Payments to a lobbyist for direct ing abs, should

- be deductible.
01 As to entertainment expetmes. the House Report on1162(e) states: "Nothing in this risim a intended topermit the deduction of tenmnt expese. Such

amounts, if deductible at all, mst meet the tests so forth in
. ~the section of the biU explaine below [J274J, withmut resardto this provisim."' If the Houe view the sctiom as notpermitting a deduction for Peni nmmt eqes. It mustha viewed them as not dirc COmeCd w i dinr

i O the other hand 1162( X2) does not qpdical-ly prohibit such expendimtr because tbey are m "grasroots lobb " or campqg ezpm Theefre it
appears that the Houe tbogh they m be deductibleunder 162. subject to the limitations of 274. The Serviceha ruled. howev. that a lobbyist may m deduct e4pene, .O f e n t in e t n .

01 C NnAdedkik LebIyiq ad pdaped dee
I. GOem

Section 162(e)(2) specicaly states that no deduction isallowed for campaign contributions and expendiu for
ras roots lobbying. Since thm Ae x ditue e od

be consideraid outside the scope of the deduction allowance of1162(e)(l)(A) due to lack of the requisite "direct comneo-
tios," their specific exclusion may be largely redundant.
Furthermore, the phrasing of 1162(e)(2) as a limitation on

162(eMI XA) and (S).
- H.R. ROp. N 1447. 87It C=& 3d S. 18 (192.
- Re,. Rg 6414. 1 19.2 C 74. The See b sqb d Ietpoais by matias that Oaa bsdoa i mt arm ld b
andaetlaeu indirect Icb~a~ Withthe Homa Rpt. Se TAM (a k- 1  - be" hascham for legislawte o relate ,ed mMau= bt an ft mivty

iu an appearnce or miW.msn wit m as t I* s)Pahap aUter si fow the SwvheOs I. do i m
eSea isn diectly reled to labby*a (a the Im ein lWOWS)the it cme pm the " sdy m - -&n -tdas of

274(&X IXA). See . 1KM 7(16--. -wa. (3).

A -30 C-h- Ma______ad__W~fim

thpermissive les of 162(e)(1) leaves open the tbggml
question whether such expenditures otherwise are d~hAdunbunder 5 162(a). The leislaiv btoy and the redh,11 _however, make dear that such ependitues are4sml-ondeductilk.0

Moreover, the fact that 1162(e)(2) identifies ol twocategories of political epditus a noeducl under
162(e) should not be read to bly that the dedumct me

available by §162(e)(1) eova all political exp ilu
which fall outside of the two 1162(e)(2) categories. Rather.it is clear from Rep. 11.162-20(c)(1) that no deduction ispermitted under 1162 for political exp tures except tothe
narrow extent permitted by 1162()(1)."

Noe: Due to 1170f)(6), the charitable contorbuo
deduction is not a viable alternative mute to deducti of
out-o-pocket lobbying expediture on behalf of a 1S01 c3)
charity.

2. Panridpation in a Political Campaign
a. General

Section 162(c)(2)(A) provides that no deduction isavailable under 1162(a) "for participation in. or interven-
tion in, any political campaign on behalf of any candidate
for public offlce." "I This restriction also applies to cam-paigns in opposition to a candidateWu l Any contribution to apolitical party that engages in campaign activities that arenormally conducted by parties is nondeductible under thissection.I

The juxtaposition of the terms :political campaig,"
"candidate" and "public office" strongly suggests as elec-tive process, thus not covering for example Supreme Ce oappointments which can become quite "political." mSuch
exclusion would seem of only theoretical how-
ever, since Res. 1 .162-20(c)(2XUi)(b)(3) Precue a tax-
payer from having a direct interest in nominations orappointments of a legislative body, which seem, to Place
such nominations in the category of " lbbited i
rather than prohibited campiggl Note that the twoIons that backstop 162(e) [15271 and 276J both r
Only to elective and that virtually identical l ag muin 1501(c)(3) is interpreted by regulations to refer relyelective offices.,

Rep. $I. 162-20€c 1). (4).

T7U Servic has *oare that a ma jor aupto 1162(s) an to,l latry affm the regslory dea of an lagislae &user/am.
P dedecior other tha thu rnceay 0CMd. urn(9/7/79).

l"The dWinctio between "Participation" aed "itrventis" k mdebut ould term on whether the imvolvmnet i authorid by the iniea.
The breadth o( the eadms is illuated by Rew. RaL W3. 19064 CA.8. wichr ld that, ampaip wkr todd met dedue ns. d
deten apssio criminal ca O ote bi baese ie doth nowstan the ware's exen segnerally were ne dedmeub *u et1I62(eX2XA).

"'Rep. 11.162-20(c)(1). The Revenue Act o 1147 -psatnsdl sddreferences to -VI t a to a csndidate in 130I(cX3) adreaed as emibut ne in 1162(c).
'"See Cbud v. Cw.. 97 T.C. 613 (191).

In Notice W76. 198-2 C. 392. the MS annound to a1SO(cX3) chaity's attempt to infuence the Seate edi m d afeder jmcial none is noarticia in a political enmpf blobig ciity. See W o 3=994 (2/1/S$), e ahleb
Wa'

Is Rop. J 1.501 (cX3)l (cX)Xi). A Alf

o In on t of ab p.1kb
11S 1101W& MLus
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When the campaign intervention is in the form of an
advertisement, the determination of whether it is for cam-
* Sp " p in m d an its likely efect othe public.

.L 62-156 mstates: "For example, if a mese is
diread tea ianci respome .t which w ouma -
ably be expected to redoud to the beneat a( oat poatical
gmup or faction, such a messge would not be polIttcly
impartial and the expnses incurred with respect thereto
would constitute a expenditure for political campaign
purposes .... "

b. PAc,
Sinc cpo tions including incorpated nonprofit

associastios, may not make campaign contbutios under
the Federal Election Campaign Act 0" and similar state
laws, it is common for corpor s unions and other
entities to set up political action committees (PACs) which
may make such contributions from funds solicited from
individuls associated with the sponoring entity. The spon-
sor's payment of expenses of establishment, adminiratio
and funds solicitation of a PAC generally does sot violate

-N the Campagn" Act (and is not a taxable expenditure under
1327(0 if the sponsor is an exempt organizatioam The

-- Service has taken the position, however, that a taxable
sponsor may not deduct its organizational and other such

C permitted expenses of the PAC and may not deduct the
propo rtionte part of its salaries and overhead attributable

' to such expenses.'" In contrast, payment of such expenses
will not subject a trade association to tax under J527(0,"'

, although they should be counted in determining whether
the association has substantial nondeductible activities for
purposes of the member' dues deductions.

See the discussion in 111, C, below, as to the nondeduc-
tibility of the candidate's personal outlays for his campaig.

c. Politicel Convention Expenses
Rep. I1.162-2(d) generally permits a business person's

-~ deduction for expenses of attending conventions if such
attendance advances the taxpyers business interests," but

r... it flatly denies a deducti for convention for "political"
O p urposes. The Service has ruled that a n ' pur-

poses are political if the primary purpos are to plan
strategy and advance the political peoam of the party."'
The IRS has also stated that a convention's agenda will
show the degree to which it is related to the delegate's trade
or business." Since the agenda of a political convention will
be purely political, it is hard to imagine a circmance in
which an individual who is not an elected or party official

1 " -222 ¢ 4.. This rulgabo smtioud impatial cadidata'debamlde oecuk empra n nos obc pdfi~tic actige Sft ti
discusmim 0 odwil advertising at It. C. 3. b. below.

2 USC. 1441b.
Rp. 11.5274(bX I Xi).

'TAM 82=19. TAM 1102121. Futherm Pubic Utilis -
Audit Techmiqeas, iM 4232.(20). 44(13) state: "Any eaPem. I curred
in atabr w ep aim a pslial actio RmmiWe (#AC) sho be

'Rep. 11324(bXI); me VL C, 2, below."W Aut Rev. Itul. 59,.316. 1939)-2 CBI. 57 (ddesaf to aefdia

arM. thus. is m oe dd to a 1I 6(a) dedctim for his eapeus).
Ra- .Lt. "7644.197.1 CA 45.
Ra- R. L6.3-3K, 1.-2 CJL 8a.
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could claim to have a business interest in the
Perhaps a lobbyist could do o. but his expenses thea ts
be ndeducble as grass roots lobbying See 111, L.
for discussion of an elected officials political party @1ml.
tion expenses.

3. Attempts to Influence the General Publi/Gflms
Roots Lobbying

a. Curremnt Law

The Supreme Court's decision in Cammarano " spa-
cifically upheld regulations predating the enactment of
1162(e) that denied a business deduction for Vass ros
lobbying. Section 162(e)(2)(8) provides that no deduea
will be allowed under 1162(a) for expenditures to infae
the general public or any segment thereof with esto
legislative matters, elections or referendums. The rfere
to "elections" seems largely to overlap II62(e)(2)(A) s
most payments to intervene in a campaign on behalf df a
candidate will involve attempts to influence the powasr
public in an election. The reference to a "referendum" i
the only reference in 1162(e) to a political expenditure that
is related to neither a legislative body nor an electioalse

The reference to "legislative matters" encompas
grass roots lobbying." This term is defined in the legisla-
tive history to 1162(c) as a campaign which is "intended to
develop a point a view (with respect to a legislative matter
among the public generally which in turn is directed towar
the legislators." The regulations amplify this only by
suggesting that a nondeductible grass roots campaign In-
cludes urging or encouraging the publi to contact leisla-
tors to propose, support or oppose legislation."

One type of communication that might be grass ret
lobbying is specifically permitted. Recall that dues rdet-
ing expenses of communications by an organization to its
members are specifically deductible under J162(e)(I)().
Such communications could appear to be grass roots loby.
ing if the members are viewed as a segment of the geseral
public. The Service has resolved the conflict on the
ent basis of legislative intent by ruling that commouiesik
with members about their direct lobbying is not gras ro
lobbying, but urging them to contact customers or mplo
ees about legislation is grass roots lobbying.,"

"3S8 US. 495 (1959).
-Tbe Cam ,r,, opinio beld an initiative vote so be "qilms"

under earlier reguations. 358 U.S. 49 (1939). While Rep J1.13-
20(b)(2Xii) ideatifit initiative and osaittuuionsI ameudmems m
cred by tam roots lo" fo years before 1%3, a similar swm
does no apper for years ahe 1%2. The Cammaenao opiioam at In 10
disued the varied treatmeat that the Tu Court, and S 1101 hod
accorded epafditura related to comniutional anents. See Oa
Sothrn. Paeic Thswporton Co. v. Cow. 90 T.C. 71 (Ing)
(rviewed) (contactir the public in connectim with an iaiide hN
gram roots kAbYn).

- The early Textile Mills Securitie Corp. decisim had foun wm
roots lobbying so be within the regulatory phrase comomig ndui
"promotion or defeat of legislation." 314 US. 326 (1941).
,0 H.R. Rep. No. 1447. 7tb Con., 2d Sea. It (1%2).
"' Reps 11.162-20(c)(4). See, TAM 8115)24 (discussing varim am

plead gras roots lobbyn).
4Rev. Roi. 75-114. 1978-1 C.B. 44. limits the exaptio to

and excludes prospective smmbers. If the commuicatioml
members to lobby their empyees and customers oweve, th
cation to members is a Rev,. Rul 711-13, im
43. Sr Naei Aawitiomk #I doa aWu~e V. shumOfiid
Sapp. 905 (D.D.C. I97) (rifusing to enjoia enfeoment 4fd
due so the Asiti-Iasjunction Act). 0001813
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hders have been found to be riu a nua T i aaMtrue whether O t- -a r o 0 N ahholder action or is Ampy d tet l D.5W~t ,testimony astM a bill dtha ol oaex M mew cs.wa

Thus it appears that an attempt to idumce the publican exist even without a specinc request for action orreference to pcie lsatio. An adverm st aeeonly attempt to develop a "ras roots point o view witrespect to pending leglation" to be oidered gra rootlobbying." One court has held that the extne of sch &Iattenpt is not a mutter of intent but of the objective]possible effect o" the advertisemeat's.,
Note: The four rulings discumed in the pwecding parsgraphs, Rev. Rul. 78-111. 78-112, 7-113 and 78-114 formthe principal elucidation of the gass roots lobigregula.tions under 162(e) and the reference points for mt letterrulings in the area.

Letter ruling; have vacillated on the ises of whetherspecific legislation must be pedg and bow caft mus bethe nexus between the adve ement and lesidation".Several rulings have held advertisements to be grass roots- lobbying when no specific legislation was pending, Con-gress originally intended a similarity between 14945 andCJ 5162(e) in this area.I" Regulations under 54943 providethat an attempt to influence legislation may o r withrespect to a specific legislative propoal that the orgniza-tion either supports or oppses, regardless of whether it hasN been introduced!" Also. it is not clear that there should bea differea between the meing of "legislation or pro." posed lgislation" in 11 62(e)(IXA) and legislative mat.ters" in 5162(e)(2)(1). Regulations describe the former aincluding actually introduced bills and oral or written

, Rv. Rat 74_07, 1974.2 C.11. 45 (muit the W Sme W duresuted Um 1362() hPONNOW7," ams p Weme d8110600 frprate M Whir}hl l .. < _ t hthe dad S W1s q N., e d., Ses(19 2)); ra. at. 78- 1971-1 C.A. 41.
(y R e-. L l, 1978-i " -C 41.'Rev. Ral. 75-112. 19W1- CA. 42. In a firi(~)am doe TaxCWn ded a --- pe- d-d-ai . for a uft n _ip a dcp -to Easadw t aa jemmaht wto Wa to stugd 1101 'spot am5dteiie. Appmoreduy, it was thug h jeermeemd * so a"--- '- -- vie," rmem u. Cm., 27 T.C. 434 (19S6).tCaorusa A Caxmy .,v. US., 299 F. Sup I Igo (Ea. Ifich.19-9). qddm,-d. 427 F.2d 73 (4th Or. 970)n, we. demr, 400 U.S.925 (1970); "'vdmi a TAMsSI115024 aud 520221. Niebde Ide dhriceOft" mr the Coun Apesek Iiew. seem be to arwLba a tootas Roped to On "know it whim y- an i." apprmch. TI appebeopiMio did warm assom easme e"Onwmi om f sh reuim -- applidI* private power mam" advaid .m h utes' of uumwspuiblic plower onlieat ThWO co Mivd tax yean pms Ithemaesftg(j12(). Swakso.hW Ek&J WN SAM CM & v. US. 312F.2d 437 (CL. CL 1963).*PLR 801400 wvu withdrmwm im JP1.18030102 am P1.1 79200was withmirawn im P1.1800703.

OPLRs 1019119. 13504, 794800 mad 79S1012 (boddleg duoPrihineed for tax redwecuim rule to be sra roots hbbm. so whimlegialasve baes Waee cate im booltet this she public hid to 'psthere was no Vass raft lbbying M. 8148021.0* H_. R. Rep. W. 413, 91st Cng, lot Sees.33 (1909). Noern VI, D.beylo w.
- RW J53._ 4941( -I, -Xlmam g R*ep Il """ T'ill .I
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a proposals for action subamitted to the entire body, or conm-e-mittee or a member."",.is There is mcant authorit on what groups ,-----,-+
segment of the genera pubillc. we may infer frm heauthorities cited above that corporate cuswomegr 6mmlgand shareholders are segments o the geml pble.,m-

Of ourse effors to inftec the bli may be attempted through anothr n tion. 1hl more typicl.ly used for election ca mpagn nibutions, PACs aW may
b concern themselves with legislation. The Federal ElecticonCampaign Act permits a corporate PAC sponsor to morganizational and administrative expenditures benitinrthe PAC. The Service as indicted, however, that teseexpenditures will not be deductible where they supportBras roots lobbying or cam .ev, that

• . I Note.
lobbying is not a exempt fundt" for -P--" Ofqualifying the PAC as a political oSr1ntion uor 5527.See IV. B, 2, d, below.

Likewise, the Service has indicated that 100% of apayment to a lobbyist for grao roots lobbying will benondeductible even though the lbbyist can deduct part ofhis expenses be ause they are not directly related to thegrass roots lobbying.'" This ulects the view that bothdirect and indirect expenses of grass roots lobbyin arenondeductible. Furthermore, the burden is on the taxpayerto show the deductible amount if part of the disallowedexpenses is not for lobbying."'

The Service has indicated that the taxpayer also maynot deduct as a loss any portion f the bas of an aattributable to grass roots lobby ait Such anemac.
asserted the IRS, may not be captalized unles itas
otherwise dedu'ctible under 5162. Alternately, the Sewicereasoned that a loss deduction would frustrate shrydefined national policy and souWld be denied for that
reason."

The Senate Report on 1162(e) specificaly excluded
from rass roots lobbyi. the actitis of a no..t
organization in the publication of fata nonpartigs analYsisOf l egislations and = n ioa . slonga. _thorpnization does not i us t information to promoteor defeat egistion.-, For the Pohmibility that such acticould constitute goodwi advertising of a business taxpayer,see 11, C. 3, b, below.

-Rep. 1i. 162-20(c)x2z{iXe).
'Teh Service Stated in TAM 8019119 thai while a 0U0840pd".oe are a oeemi 0( the semeral P WO retired ---W"- - hreceivd Material "pa their reques &id as msst. a 41 1114heacrai public mance she7 did srwr it hiecme of t1heir clivic Vsle."vesers O ormiue1Asa On the ether hea, ill analyuing a ssrpme011".e e . .. affai p t s" th S ie h I mica8Mdt t edm m.e.- m Sr, Ip o & a ei I t g oe (i ofrl Ph e g a u b l i c w h ir , t h e e. , i s Icame i to act m their iadividuaz cauii m vctm Of eOW"iwTAM 8202021.
TAM 8202021.

'TAM 8202021.
"SW COW L./tt A Pobw C. ,. US.. US F.2d 233 (CL. C. 196)(iadviqg pre-1962 law).
00TAM 87!006 (inalvinm a mg rofrnudma). Siew eb NA.ev. Com., 323 U.S. 57 (1944) (so. hue allowd for m CW*@s jexpem a udch sepew earnd as be amomi).-,5. Re If ..62-,(a) asto P e poicy amd-e (INj).

5 Rep. N. 165 1. 87th Cong om. 23-24 (1962).
-- - - DO 8" 0 0e but aILb peells-- "--bs beeo ut Nelsumt Ams. h €.
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Note: A business may attempt to obtain a deduction for
grass roots lobbying by making a donation to a caity that
is sot a private foundation and that my carry en some
gnra w rot klbyin under either the 8111bstanial prt W.s or

the 50(h) election discussed in VI. beow. is,,hs
* n psbityMY have been a Practical i__pelimAt M"to eG&ia.

tVe Of regulatty looseNing Of the r at n lobby by
charities. The ability of a business both to bring about pas
roots lobbying by the charity and to obtain a signicant
deduction for it, however, seems smail The law is fairlyU cear that a donor generally cannot deduct a gift to a
charity that is used as a conduit for a particular use
determined by the donor, and this rule has been specifi-
cally applied to contributions earmarked for lobbyin

It has been suggested that the distinction betwee igrass
roots lobbying and goodwill advertising (discussed below) is
unconstitutionally vague on the same Srounds that regula-
tions were invalidated in Big Mawa Rag. Inc. v. US.' If
so, the limitations on grass roots lobbying e p t
could be void.

b. Deductible Institutional or "GoodWill"
Adertising

- While 1162(e) does not mention "goodwill" advertis-
ing. former Rep. 11.162-15(c) adopted in 1959, which

eN precipitated the enactment of I162(e), did. That regulation
distinguished from the then totally nondeductible lobbying

,w and political expenditures those "expenditures for institu-
tional or 'goodwill' advertising which keeps the taxpayer's

r**. name before the public..." and which relates "to the
patronage the taxpayer might reasonably expect in the
future." This Provision appears without change in Res.
11.162-20(a)(2). It seems to serve two purpos. one is to
reonize that such expenditures can be ordinary and
neome-ry for the purposes of I162(a) generally if they have

• " a business nexus and are not unreasonable in amout and
are politically impartial.' The second purpose, which ex-

7) plains the location of this povision in the 1162(e) regula-
tions is to distinguish such advrtsing from grass roots

1- lobbying and election campaigning.
0, The regulation gives two examples of deductible "god-

Will" advertising. One is advertising promoting causes such
as the Red Cross and US. Savings BoOd.w The secmd is
advertising presenting views on "economic, financial, social
or other subjects of a general nature...." The second
example includes a caveat that the advertising must not
constitute grass roots lobbying or campaigning for a par-
ticular candidate, but the IRS has applied that caveat

S to"good cause" advertising."

Se, Rev. RuL 61-66. 196J C.B. 19; Pm. V. Caw., 43 T.C. I(1964). tf. A" V. C~,, 72 F.2d 1326 (Rb Or. 19").
0*Rv. RWl. M-27/5. 182 C.B. 69. amt sino Rr. 1i.17A-I(XS)

ad (6) (mo cberabie dedectiom alowed for =mp p mUrle uad- oc
w631 F.2d 1030 (D.C. Or. M9O). Dam. -Grin Ramw L~bym sad

GiWEo Adwm Amre egkdon h A -Seciou
t 62eX2XB) UMMiaionauy Vg-62TXS72(19f4).

w Rev. RUL 62-156. 1962-2 C.D. 47. See Low max Co.. Inc. v. Cow,
842 F.2d 1213 (10th Cir. 1988), em. deaed, 109 S. CL 62 (gpnaey

a endaemarso tazmYer-a Crporate pblopby up (fe
camepie etc., mol not have advagee taxase' budum u)

: 1 bOM thrn ua~m l awwrBefd I om w .
Set *v-R8L 112-2 C.47._
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Rev. Rul. 62-156 " provides significant guidaes uniM
the post-1962 regulations even though it was b=W 0
the prior raulations. It states that encouraging Ilso im
register an to vote is a "od cause" in the mai o
promoting the Red Cros. It loosens the requiresuat dI
the expenditure be related to ,ture patronage by p!i
ting fairly indirect business benefits such as 11iurl.
employee morale by giving time off to vote. As noted absh-
in connection with campaign expenditures, it explan ta
the political impartiality of advertising may be aOsMtalnsd
by asking whether the message is directed to an audifne
the response of which would reasonably be expected to
redound to the benefit of one political group or fa

Regulations proposed in 1910 but not yet
appear to tighten up the expectation of business
requirement slightly and to eliminate an inference that the
advertising of views must be on a general as opposed to a
specific topic."

c. Proposed Regulations
Still pending are proposed regulations issued on NO

vember 25, 19S0.'0 Their preamble indicates that thi
purpose was to "provide clearer guidelines for determi"2g
whether a communication constitutes an attempt to lab-
ence the public with respect to legislation." Consistent with
this purpose, the proposed regulations would establish a
three-factor test to be applied in determining wetber a
communication constitutes grass roots lobbying. This is the
same test that was proposed under 14945 and later submayi.
tially modified.'" The proposal also contains explicit debi
tions of several of the terms used in the test and sevra
examples to explain the operation of the test. If s
the proposed regulations would incorporate all oftu
provisions as part of an expanded Rep. 11.162-20(cX4).m

The same "three-factor test" was proposed in 19M to
be applied under 14945 to private foundations but wes
abandoned in Rep. 153.4945-2(a) and Res. 156.4911.
2(b)(2) in favor of a more circumscribed deiitio. It
appears that the Service has separated the gra= rot
lobbying definitions for businesses and for charities.'

The Proposed three-factor test povides that a corn.
nication shall be considered part of a grass roots Ing
effort if it has all three of the following characterisc•

(i) It pertains to pending or proposed legislation;

(ii) It reflects a view with respect to the desirability
of the legislation; " and

"'Id.
SProp. Rqp. i1.162-20(a)(2), 45 Fed. Reg. 78167 (11/25/80).

wId.
"See VI, D. bdow.
"Ths poion of the propusd reglatioms would be effectv fer t

years besining after 1953.
"Setf IRS UmVi Revision to Proposed Seatio 501(h) LAbyReplatiom," 38 Tax Noe:u 1021. 1023 (3/7/88).
I" Actualy. it refers to legiaic "tikldy s th. immediate frture Is b

proposed," uegestm a marrow definition. but thea refes to
legislatom ewaer ally, uss a broad deinition. hacp, Rep 1
20(c)(4)Xi)A).

"The PrePeWMiew here the approach of Rev. Rai 62-tM,
CS. 47 mMd f Rap lS 3.4'4S-2(d~i~iv ic praidlg ma

th a p o &virae, because itOis""* '"000185-1
-- ~ ~ ~ ~ ~ o -E a --
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(iii) It is communicated in a manner designed to
reach individuals in their capacity as voters or comitu-
ents as opposed to communications for academic or
scientific purposes.

In the event that a portion of a comzmmication, I the form
of an advertisement, is determined to constitute pas roots
lobbying under the three-factor test, so deduction weuld bepermitted for any expenditure in connection with the corn-
munication.'" The proposal clarifies the status of elective
school boards and the like as administrative as opposed to
legislative. ' %

Comewen: Several of the examples contained in the
proposed regulations are worthy of special note, including
Eumple (8) 1" which deals with a crpa tion that "ans"
one of its executives to a trade association of which the
corporation is a member. While the executive is oan lan, he
spends time assisting the grass roots lobbying efforts of the
trade association. The example states that salary and fringe
benefits provided to the executive by the corporation while
he was working for the trade association would constitute

)grass roots expenditures by the corporation and thus be
nondeductible. This example provides a good indication of
how far the IRS is prepared to reach in order to trace
indirect grass roots expenditures.

(NJ 4. Illegal Lobbying and Political Expenditures

The issue of whether a lobbying or campaign expendi-
ture is directly related to an appearance before legislators,
etc., need not be reached if the expenditure is an il
bribe or other illegal payment. Section 162(c) render such
payments nondeductible in any event.iu While a lobbyist
who fails to comply with the Federal Regulation of Lobby-
inS Act will be guilty of a misdemeanor " it is ant dear
that his expenditures thereby become "illegal." m For a

NX detailed discussion of the provisions of 162(c), see 342
T.M., Deductibility of Legal and Accowing Fees. 5ribes.
and Illegal Payments.

D. The E apenses of a Professiond L bstsr
Advertising Agency
1. Lobbyist

It is noteworthy that the Supreme Court first reviewed
and approved Treasury Regulations that previously denied
all deductions for lobbying expenses in the case of a
corporate taxpayer that was created to lobby on a single

" Acwrdiag to the Notice o( Propel ilmkide (LIR-IM.77) this
all or aothia approach is cosisteat with camuer Power CA. US..
299 F. Supp. 1180, 1113 (E.D. Mich. 1%9). vm'dam oter ar oumds d
a.Id, 427 F.2d 78 (6th Cif. 1970). cer. m 400 US. 925 (1970).
Actually. that district our opiaio simply stame that the =w md the
ads " 80o."

"Prop. ReSs. 11.162-20(cX4)(iiXD).
"Prop. Rep. 11.162-20(cX4Xiii).
""See Rev. Rol. 11-151. 1981- C.D. 74 (cwpsrte odr tmid tot

deduct reimursmean to corpoam for iMlled campaign aowtliioa he
bad approsed). See also Rev. Rol. 76-29. 1976-1 C.S. 85 (indicatu that
violation of the predemor of the Federal Beed.. Campig Act would
cause disallowance of as otherwise allowable deductiom).

" 2 US.C. 1269.
--ReW 1l.162-18(bX) requirem that the pyment itelf mare sbect

the payor so a riminal pealtyor w o(le or privife N "We l a
trade at bmiae.
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issue." Apparently, the Service did not disallow all of its
deductions but just thas for publicity and legal advi dt
seemed directly related to the lobbying ff*Lt.

Without referring to that oin , the C anrt df Ckims
allowed deduction of half ofa lobbyists hote b w in
Washington for five months on the psMa that It was
attributable to his lobbying activity m The court denied
deduction on public policy howe , for $4XO
paid to persons whom the taxpayer thought woul have
denied receipt of the money. In a ruling Isued 13 yars
later, the Service announced its disaeemet wish that
decision to any extent the allowed part of the he bill
deduction represented the expense of entertaining IIsla-
tors and thus fell within the category of direct esmeted
with lobbying" (as opposed to his basic living expenes) but
not "in direct connectio with" an appearance befre, etc,
legislators under 1162(eXIXA).'

The Service thus has identified three baskets for a
lobbyist's expenses.t m First, his geal busilnessexpses
that are not directly related to obbyinch as searia]
general office, and travel expenses, are deductible f the
same reason an illegal bookmaker can deduct uck ex-
penses. Second, his expenses inarred in direct connetion
with his appearances, etc. before legislators are dedumtibe
under 1162(e)(l)(A). The legislation is considered so be of
direct interest to the lobbyist because be has besa hired
with respect to it. Third, no deduction is allowed for the
cost of entertaining legislators (or grass roots lobbyhl we
may assume) because it is a lobbying expense not Erectly
connected with appearance before legislators.

Note: The IRS has indicated, however, that do etire
fee paid to a professional lobbyist for grass roots lobbi
will not be deductible by the taxpayer that hie the
lobbyist even if part of the fee is used for expenses dedmt-
ible by the lobbyist!"

The IRS has issued letter rulings to the elect that a
lobbying corporation is not a personal service corp i
described in 1441(i)(1) and that it may retaia mm-
calendar year as long as it does not reder advis and
counsel to its clients but only attempts to Isuae
legislation.'"

2. Advertising Agency

When an advertising agency reports as isome the
payments it receives from a candidate and pays those funds
to campaign committees, it may deduct the paym s as
business expenses."' If the funds are handled on an apacy
basis, then reporting as income can be avoided.

Textile Mills Secusf le Crp. v. Cow., 314 US. 326 (1941).
Black v. US.. 129 F. Sopp 954 (Ct. Cl. 1955).
Rev. Rd. 68414. 19W-2 C.I. 74. C. TAN 820=21 4

rationale of Rev. Rul. 68414, that to dey proiemini kbb* aS 86i
tion for ordinary busime eape.. not directly tlawi lo =#a m
IobbyinS would improperly tax the klbyW an a Vem ma mgo b s
basis).

Rev. Rul. 68-414. 1968-2 Cl. 74.
"TAM $202021.

PLRs 8901021-23.
'Keem v. Cow.. 38 T.C.M. 553 (1979).
S- Iydd, v. Cow., 80 F.3d 312 (4th Cir. 196MTJ 1 q!1..

T.C. Memo 1919-173.
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L K L/ regri~ua o Dodnu/l. f irt C11uib/I/na
to N sl Partin

I. Gmwl
Under 1162(e). no busines deduction is allowle for

* expenditu "r political campaip ( d
the support of or oppm i to y cahdte fer publicoffce).... Secion 271 nd 276 are daived to mp-
plement this denial of deduction for canmign e4pedltures
and to help ensure that it is aoteumeatil by ex Pendi-
turea that are indirect campaign ooetibutlom'a

2. Dedwtin for Bad Delks Owed by Political
Parris (5271)

a. Gswrl Rule
With the two exceptions discussed in c, below, 1271

denies the dedction which normally would be allowable
under 1166 (relating to bad debts) and 165(j) (relating to
worthless securities) as a result of a worthles debt W by
a "political party." as that term is defined in 1271(b)(1).'"
Note that if the transaction does not create a bona fide

' creditor relationship, then there will be no debt to be
deducted as worthless!m

Comment: A corporate creditor that sustains a loss that
is nondeductible under 1271 should be allowed a reduction
in its earnings and profits. Although no authority so holds,
it seems that disallowing such a reduction would not assist
in carrying out the policy of 127 1, and it would be contrary
to the concept of earnings and profts as a crpmration's
economic income."

b. Defilition of Political Party
In emymg a broad debitios of the term "political

!rty," the Code and regulations include two defitions."
statute attempts to deribe a Party in operational

terms that are very similar to the of a political
) orpisti in 1527; this desaition would e NImpass not

only ti parties such as Demorati and Republican
but als ay campaign fund. Unhike the S27(eX I) defini-
t-o of political organizatim %m'a-ni need Mt be the

a, party's primar purpose. The moe restrictive dudatim in
the regulations includes a party "as commoly under-
stood." I The term also incldes any national, state or

Newm 11.t162.2o(CXn).
Swe Cl1d Y. Come. 97 T.C. 613 (1901) (reumaing becwrd from

1276 Mt CWM belied direct ombism wen no dedactible). The
PM d med b de 27 523(k)(6)w maated i 1952 by p.L.47I.6 Sw. 467."s, Te l ad , aIem tt emaef 1162(C)
but us Tromury'. ragaim deMyq dedetim fur ei

ha_71Is, he. applimld in xkn . US.. 67.1 WSTC 10316
(WA Ky. Mker, v. US.. 67.1 WTC 1031 (W.D. Ky.
1%7). Roy. p.*n. 5-18.1957-n CJ. 113. pply I Ie 23(kX6). e

,of .112. wa dehwd aske by Nov. 3.1 721. 1972-2

OSe COM W. CAw..I iTA. 9M (1930) (he the mearib-
ow TM be repaid only if tb mospi ited emld raw e Imds from* W m -o =t dek xi id and V wrel IIII- died the69@C ).

'0Set 175 TJM. E&%*W ad Polou - G d him 4a gld
TDwassw of Sprc44 how.s L .IU & 3. 12imm Fsdd UC
Tamrefu CWPWet a S& - 1M 3 (si d. t 67

15271 tl); I t1.21i-t t).
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local committee of the party.'" A party may be a oms.
tee, auociation or organization whether iopo i w
not.

M

The definition requires that a party either mm Semp
contributions or make expenditures for campaign p
The terms "contributions" and "expedituraes" am dum
so broadly as to include oans and promises and vlrtl
anything of real or potential value.'"

The expenditures or contributions must be made wis a
certain purpos. Since the statute refers to accepting costri.
butions rather than making contributions, it is clear that in
both cases it is the party's purpose that is relevant and so
that of its contributors. The requisite purpose is to inlum
the election of certain persons, whether succsul or ass.
The election of persons to a federal, state or local elsethe
public office may be the purpose of a political pays
activities. -The particular person supported by the party
need not be a candidate in the sense of having his nam em
the formal ballot, since such preliminary activities as pr-
motion of nomination in a party caucus is a -Ua i
activity. To be a party, the organization must direct its
efforts at the election of a particular individual as opposed
to simply informing the electorate in a nonpartisan way.'"

The abbreviated provisions of 1271 leave answered
the following practical questions regarding its application:

(i) May the candidate himself be a political party?
(ii) Is there a de minimis rule with respect to be"

classified as a political party? a
(iii) Once an organization is classified as a polidl

party for purposes of 5271, does it retain that stau
forever or may it divest itself of the status by m
receiving "contributions" or making "expenditures" f
a period of time?

(iv) If an individual vendor deals
tion that. unknown to the vendor,
political party, do the rules of 1271
vendor a bad debt deduction?

with an organim
is classifed u a
apply to deny th

'"127 1 (bn X111). Tos. a -omm e tht is simply a omdek dhiW& to
a party is alma party. ReS 1l.271-1(bXl).

' 271(bXIXC); Rep. I1.271-l(bXl). Tbese taw A imly a Jdlt
activity of two or more people and so it hs boe moined tho a kie
the candidate binself would m be covemd. Wbhile dlbg e bed
candidate certainly will want to distance himself from cmipag debehb
my no be abe to and the Service muld aq dI he cmeslmi a
political party 'as cmmoss * utnderuod" sace a 'dat by ddd
is at least trying to imolve oter perm - a n i cas e. Supapr tee this w e
my be found m the incl sion of wao to candidates thmmiem On
coatet of sales to political pirtm ia the Smote F'ma Csemmlo
Repor a 1271(c) emactd ia P. L 94-455. S. Rp, No 938. 9t Ckwqg.
2d Sew 401 (1976).

"'Rep. 1l.271lI(bX2) and (3). The Code incporat the 7l
definitios in 1276(b)(n)(C) and 1527(e)(3) and (4).

1271(bX)IXC).
Reps. 1271-1(b)(1).

& Id.
- The defnition of "political pay" requires oa that as erlm-ad

directly or indirectly make or reeive campaig ontribtion. Dm l
fact that these ternm are plural mgest that at oramtism em m
e~ 1a re or receiv one coanbtmwiou being dhug

party? cainly 1271 doe at reader amdeil
dt d a mm l buminess oipuatimo that mbm obs a... .000187_ ._ . .. . . s
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(v) Is there any limit to the rule as applied to a
political party obligation that is negotiated to another
bolder?

c. Cedtorn Partially Exemped fromu tke
Provbionsof 1271

The general rule of 1271(a) is that no bad debt or
worthless security deduction is allowed to the creditors of a
political party with respect to its obligations. However, two
types of creditors are excepted from this treatment.

(i) Banks

A bank (as defined in 1581) is not automatically denied
a deduction for a bad debt or worthless security owed by a
political party. If a bank acquires a debt from or of a
political party in accordance with its "uual commercial
practices," it will be permitted to take an app te
deduction if the loan becomes mnollectible or thescu
become worthless 3 ' However, if the loa is made for
political reasons, the deduction will not be allowed.'

(2) Accrual Method Vendors Who Regularly Deal
N, with Political Parties

Section 271 was enacted to prevent deductions for
concealed campaign contributions.'" As applied to an ac-
crual method vendor, however, it had the perverse effect of

NJ forcing recognition of income that was never received,
without relief by a later deduction. Furthermore, since the
section did not similarly impact cash method vendors, it
was thought to discriminate unfairly.'

Therefore, 1271(c) was added in 1976 to exempt from
the application of 127 1 (a) bad debts accrued as receivables
on sales of goods or services. In order to esur that the
benefits of the provision are limited to vendors who am in
the business of servicing candidates as opposed to those
making disguised contributions, the exmpio applde only
if: (I) the debt arose from a bonM s a (2) the debt
arose in the ordinary course of taxpayer's busines; (3) for
the year of accrual more than 30% of taxpaye's receivables
accrued in the ordinary course of business were due from
political parties; and (4) the taxpayer made substantial
continuing efforts to collect on the debt.'

While not stated in the Code, an agretion rule in
determining the 30% requirement is proided by the Senate
Report. Every trade or business that the individual taxpay-
er controls is to be aggregated and in the cae of a
corporate vendor every trade or business of all crporations
under common ownership is to be aggrepted.'

3. Other Indirect Contributions to Political Parties
or Candidates (§276)

a. General

Section 276 was enacted in 1966." Like 1271. this

Reps. 1.271-1(a).
t Rna- 51.271-I(a) illustrates a i a am ded

solely becuse the bank president is active in the party.
"S. Rep. No. 938. 94th Cosg, 2d Sese. 401-402 (1976).

- The Sente Repor says colection deas m be mnde ae a period
o( twit ad must be documented. Fidlg a lauuk is so rqeired. S. R p.
No 939. 9th Cam., d Sa. 401-402 (1976).

"e S. Rep, No 1010. 09th Ca. U SmL (1966).

A- 16

section is in Part IX, Chapter 1B, Subtitle A of the Code,
which defines nondeducti items. Therdre, 274 applies
only to expeme that otherwise would be u ad
does not make deductible any expensM not M be a1-
[owed under the Codew As such, it is somewhat refmdaat
of 1162(c)(2) md is best viewed as an adjuss to
1162(e)(2) dalin with cases where the contributor dght
appear also to beJying goods or sercvies such as a dinner
or advertising.

Whereas 1271 deals only with indirect aid to political
parties, 1276 governs not only contributions to parties (by
using a definition virtually identical to that in 1271) but
also aid to a "political candidate." The regulations ddne a
candidate to include not only a clearly selected or nmi.
nated candidate but also a person "generally believer by
the contributors to be an individual who is seeking or In the
reasonably foreseeable future will be seeking the nomina-
tion or election."I

Section 276 disallows deductions for three spedfic
items: advertising, dinners or programs, and inaugural
events. Each of those items is discussed below.

b. Advertising

(1) Convention Program of a Political Party

No deduction is allowable for advertising in a conven-
tion program of a political party."' This is true whether the
party publishes the program, or it is published by a com-
mercial enterprise that pays the party for the rights to
publish it or by a committee or business corpoattion that
pays the party nothing directly or indirectly."'

(2) Other Publications

No deduction is allowable for advertising in any other
publication if any part of the proceeds of such pubicati
directly or indirectly inures (or is intended to inum) to or
for the use of a political party or candidate.' laurment
can occur in four ways: (1) if a publication is sponsored by
or identified with a party or candidate; (2) if the an or
candidate may order the disposition of the pNOceeC'"the
publication; (3) if any of the proceeds are used for the
benefit of the party or candidate; or (4) if the heios
would have inured to the party or candidate had thare been

' Rep. 11.276-1(a). Note that 1276(c) creeo refnceam 1274. mtism
to the disalmance of entertainmet expene

SReS 11.2761(0(2) (aim matial that in the alsem d4 emnry
evidence. it wll be prasumed that an incumbent is a caudidate).

m 276(aX 1). Thi reversed the randt in Rev. R. 56-343. 1956.2 C.&
I11 and farmer 1276(c). Note tht Rep. 51276-t(bX2), Iald
certain deduction for ecertanve iftm a • of
the statute that Is w hmer in daet and d iemre be ASW
Rev. Rui. 76-29.1976-1 C.D. $5 (applying ater naP7()
"' Rep. 11276-I(M)(Xi). Coitributicn to a a in . 6d to

bringl peltical couventica to a city my be dedwtsa Rep.
J1.162-)S. however. Sm Rev. Rtl. S-265, 19351 C.J. 22. ad RP

f1.276(bXI IXi). The door bshould be able to prove Its domi is
directly commenrate in smont to an expected cre in mmeI dt
wal mut fmn the mmiin o( d committee in attmacting the sm
to the cty. See R. Rui. 76-207.1976-I C.D. 158(dismiqidml
fuaciem ofa tmiae league rgaaid to attract ,ou-.udsml-

" 276(&XI). The types ( nc uliatim s84Ms o
described in Re 5.§L-I(c). ad idk radio a
cansm as vas prIieA ad - wtihen

c - - * o "M - Apmas appear t ft so" fs P V.5
-elmS i~t ~ d ~ i.
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regular busine s l dm wsmea is b a
that happem to be supportn a jMir&Lf_ d
Note that a payment "eed n 11wl f onelection An order to inure to the be& of a P. '

Whea th pblmtinm r las Wo a iHM not a
y- mm et."aulatio -lm d a uq e _ll for

FE the cam~pan direay or d do l f
not be am bythadidate antho udu ueo
his trade or business other tha as a N o . Tlhus,
advertisement in a ne sper that happes to be sed by
a candidate (or any other purchase of oode or servims
from a candidate) may be a deductible busies expense
unless the payment is abnormaily larp."

c. Admisslio to DLw or Pm ms
No deduction is allowable for the cost of ad ubi to

any dinner or prog.am if any part of the IreuI1s may
inure to the benefit of a political party or sniI~e. The
definition of inurement is the san as destibe above in
connection with publications. Thus, it mau no whter
dinner or program tickets carry a cbarge that imyerthe actual cost of the dinner or provides enos- A for the
party or candidate, or that, in fact, the candidat donates
the proceeds to charity, in either case the pnrie is sonde-

(N ductible. n2 Furthermore, a business cannot boustrap itself
to a deduction by giving the ticket to a cuomer.u

d. Inaugural Events
No deduction is allowable for the expenses m of attend-

ing an inaugural event if it is ideatified with a political
party or a political candidate. Thus it mttm not that the
event is sponsored by the goverment and the poeeds
inure to the government, if the event isdetled with a
political candidate. m Since any Iprsn being inprated
after winning an election also is a political umite, it is
hard to discern any inaugural expene that ever could be
deductible.m The same rule applies to any aquivanm event
for an unsuccessful candidate. n '

ON Ress. 11.276-1(IX3)(i). Uf a politia putt am oiw dpmlaoud ro em i a f d mm.mtarm su cmmu. h m voer
eqtaiaor eicatiwm the pemilIru

RSp. l1.276d1(1ii).
Rt. it-l(I)(3)Xi).
Rap. £i.276-I(fX3X,)j.
- J1176-I(03Xi).

. "Rqj 1l .276-1 (f)3Xiv), Exen (4).
m1276(aX2). This rue eatm& to virtimuy amy type d musiseptheriq ,a. ~. Rp.M 11.276.1(4). t meters *m N m eoo-

after a aidlates etios. Resp. II.276.I(O(3X).Q q Re. R@L 82-201. 1982-2 C.S. S (disu the p nh.. of hi a pa"M sch, a hbook on the history 0( the party, in omMem wi the
Fou rud~ for emtriutioinM a tinem 0o pays" is "amof the book's fAk mark va as ma-mnim a).

-ap. R 1.7461()(X3Xiv), Eain (2) ad (3). AJU y ex-
poem of th evow as aft- _ -ono.- -hle. Rep. Il.2&l(I)4).=Se LAumubW S ma Produc Crp. v. Cow. T.C. sews 190-119.f Eapm, id, a spara dro fr door pri.um. Pro

dd driak. Rep It.276-(f)(4).
1276(aX3); Rqw l1.276-1(eXI)."id.

"Ste Ezample in R"p. 5L.27l6-(eX2)." Rnp. 11 76-!(eXI).

4

ft
113

lt TWOON of I"idae sAd lm lnu e
A. BMshipDwe . the Cemdide o hAM. C

Holder ned the Pelidwil ( 1ms~
This section III will discuss the tratmn t do olmw

and expe s of candidates (who may be ku u -i-M
public oc holders. The taxation of
tions' income under 1527 is dbcussd in Ibew,- -a
candidate is not a political organizatio ei 527 %S@&
dates and elected officials wiU almost alwys hav uUam.
ships with one or more political Orn-izto-- that uDM*
include their own campaign funds. reaktonhp WM
always include expenditure of the organization's fjnds for
the candidate's campaign and may include -xpditu of
campaign funds for the individual's personal or ebs
expenses, the transfer of campaig funds to theId ual,
and loans between such individual and the fund.

Political organization are taxexemip, except for limit.
ed types of income as discussed in IV, B, 4, below. The
political organization related to a candidate may be an
organized committee with a treasurer or it may s be a
separate bank account of the candidate that quale aa"segregated fund." I In either event, when mcb an orgai-
zation expends its funds for an "exempt function," the
expenditure does not produce taxable income to a candi-
date, even though the candidate may benefit from the
expenditure. Thus, a candidate does not recognize, goss
income when: (I) a political organization pays for voice and
speech lessons for the candidate in order to improve that
candidate's public speaking skills; " (2) surplus caMaign
funds are used to pay expenses of an elected candidate to
attend a national party convention asa delegte, bemae
they are spent for the exempt function of candidate sds.
tion; u'and (3) voter research and public opinion pd ar
conducted on behalf of an elected candidate with rqad to
future campaigns.w

Most importantly, the definition of "exempt functio"
in 1527(e)(2) includes the making of expenditures ratf
to an office which, if incurred by the offi holder, w h
allowable as a deduction under 1162(a). This appeas oIe
limited to expenses "incurred" by the politics
such as wages of an employee of the or utlea b
loaned to work in the official's office. Thus, if the puisl
organization pays or reimburses office expenses Iarred by
the office holder then the payments are includible I b
gross income and can cause the orpnization to be taxa
because such payment is not for an exempt functim m It k
possible, however, that reimbursements by the poic
organization of the office expenses incurred by the efec
holder arc within the definition of exempt functio. For
further discussion, see il, E, and IV, B, 2. d. (4), bdeow.

When the political organization expends its fvd f
the personal use as opposed to the campaign use of a

"See IV. B, Z below.
RC. 11.5 2 7 -5(a)(I). See IV. S. 3. below.

'See Rep. Ii.527-2(c)($Xiii): S. Rep. No. 1357. 931d Coke, 21dSL
31 (1974).
I" Rev. RuJ. 79-12, 1979-1 C.B. 2W.
m Rev. Rul. 79.13. 1979.1 C.B. 20S.

SSee Rev. Rut. 0-331. 19$0-2 C.B. 29 (exse fusa tngu;uWa"
incumbent's olk a comt).
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OUR FILE NUMBER

T 00000-00000

The Honorable Trevor Potter
Chairman
Federal Election Commission
Room 657
999 street, S.W.
Washington, DC 20463

Re: Wt 4090; Firearm Training Systems,
o Iert Nacredy Inc. ;

71

-
-

m c

Dear Chairman Potter:

This is to advise you that this firm will berepresenting Robert Necredy in the above-referenced matter.We were enogged today to reprent Mr. Necredy. On behalf ofMr. Noecreyo we intend to respond to your October 27, 1994letter to Thorns J. Kelly, Jr., of Venable, Baetjer, HowardCiviletti, attached hereto. Howevor, because we have justbeen retained to r6rest Mr. Necredy in this matter, we areseeking an additional 30 days, namely, until December 14,1994, in which to file our respons. In light of the Commis-sion's reliance an statoments of out-of-state witnesses infinding that the 7W violations allegedly committed by Mr.Necredy we moing and willful, and the time needed to bothcontact thes te and understand the governmntsallegations fully, we submit that there is good cause to granta 30-day extension for Mr. Necredly's response.

A_
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Please mtact if you have any questions about
this request.

Very truly yours,

Warin

FjW/jvr
Enclosure
WL943M 2W-l+
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In the Matter of )

rirearms Training Systems, Inc. ) MM 409Jody D. Scbeckter
Robert Rotter )
Robert Necredy )
Janice Dean )

GE hALI COUIISEL REPORT

0

I. BACIGROWID

On October 18, 1994, the Commission found reason to believe
that Firearms Training Systems, Inc. violated 2 U.S.c. SS 441b(a),
441c(a)(1), 441e and 441f, and knowingly and willfully violated
2 U.S.C. 55 441b(a), 441c(a)(1) and 441f; that Jody D. Scheckter
violated 2 U.S.C. SS 441b(a), 441e and 441f, and knowingly and
willfully violated 2 U.S.C. 55 441b(a) and 441f; that Robert
Motter knowingly and willfully violated 2 U.S.C. 55 441b(a) and
441f; that Robert Necredy violated 2 U.S.C. S 441e; and that
Janice Dean violated 2 U.S.C. S 441f and knowingly and willfully
violated 2 U.s.C. S 441f. At that time, the Commission approved
one joint conciliation agreement which addressed the violations of
all of the Respondents. Such an agreement had been recommended by
this Office because common counsel for Firearms Systems, Jody
Scheckter, Janice Dean and Robert Hecredy had represented that
they believed the matter could be resolved expeditiously in that

manner.

Notification of the Commission's reason to believe findings
was issued to Respondents on October 27, 1994. The Commission's

"i- '9'
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propowd agre*ment, howover, was not forwarded to respondents at

that time.
1

Upon their receipt of the Commission's notifications, counsel

for Firearms Systems, Jody Scheckter, Janice Dean and Robert

Necredy informed this Office that they disagreed with the

Commission's findings as to the scope of the violations in this

matter. Specifically, counsel stated that they disagreed with the

knowing and willful findings against Jody Scheckter, arguing that

he had no knowledge of the reimbursement scheme. Counsel also

argued that the findings against Janice Dean were "harsh."

Counsel stated that it no longer appeared that they would be able

to conduct a joint representation. They stated that they would

continue to represent the corporation, and that the other

respondents would have to obtain their own counsel.

This Office was also contacted by counsel for Robert Rotter.

Rotter's counsel relayed the events that occurred from Notter's

point of view, and in large part they were consistent with what we

have previously been told. However, Hotter's counsel was

insistent that Jody Scheckter not only knew of the reimbursement

scheme, but pressured Hotter to carry it out.

In spite of this Office's initial optimism, it does not

appear that this matter can be concluded without some

investigation. This Office is currently anticipating responses

from several respondents to the Commission's reason to believe

1. The Commission was informed in a Memorandum dated October 20,
1994 that this Office would forward the proposed agreement at a
later time.



. t r ses are received, they viii be
aa8*ed for the Coumssion, and this Office will make appreprlate

Lawrence m. Noble
General Counsel

D a t L O ' d ZZ Z( / Lis G~Lerner

Associate General Counsel
Staff Assigned: Tony Buckley
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Uove01br 22, 1994

Anthony T. Buckley, Esuire
FEDEIAL ELECTION COEISSIII
999 E. Street .W.
WasI n, D.C. 20463

RE: VIR 4090
Janice Dean

or-~ ~r'~c~.) ~

- -'
.v'~- ~

C,-o
-4

.Z2~

I',

Dear Mr. Buckley:

Enclosid is an original authorization for your file reflectingmy representation of Janice Dean in the referenced matter.

This is also to confirm that you have given II an additionaltwenty (20) days to shiLt materilseleavanat to the Camnission'sconsideration of thi utter, for which I thank you.

Sinely,

Steven . Ludick

SWLtdsv

Enclosure

cc: Janice Dean
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UlO~ t 8, 1994

Anthony T. Buckley, gxquire
FEERRAL ELICTSIC CONISSIOC
999 . Street, m.v.
Washington, D.C. 20463

-P
f o , -

', .e .

RE: XOR 4090
Janice Dean

Dear Mr. Buckley:

My legal representative in the above-styled matter in:

Steven V.Luic
Suite 275, LOCol-PiMent Building
3405 P le Bmd, N.E.
Atlanta, Goo-rgi1a 30305
(404) 237-7977
(404) 233-9462 (Facsimile)

Ur. Ludvick is authorised to receive any and all notificationsand other cm-nicatons frc the Canmlssion in my behalf.

This 8th day of Nov-mber, 1994.

Sincerely,

Jnce Da
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FOIA Of ficer
Federal 8laction Commission
999 z Street, NW.V.
Washington, D.C. 20463

Re: MUR 4090
R2=et for Confidential Treatment by Jody Scheckter

Dear Sir or Madam:

Pursuant to 2 U.S.C. I 437g(a) (12) (A) and 11 C.F.R.

S 4.5(a), we are requesting on behalf of Jody Scheckter that
confidential treatment be accorded to all submissions on his
behalf to the Federal lection Comission in connection with the
above-referenced investigation. This request includes, but is

not limited to, a letter to Atha l T. Buckley of this date

written by Gerard Treanor and a dk€laration by Jody Scheckter.

Please inform us protly of any request under the Freedom
of Information Act eking access to the material described above
so that we may substantiate the grounds for confidential
treatment, unless the staff intends to deny access on other
grounds.

Very truly yours,

Gerard Treanor

*1~
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Anthony T. Buckley, EsquireFederal Election Commission

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

Re: MUR 4090 -- Request For Confidential TreatmeBy Robert F. Necredy 
'*

Dear Mr. Buckley:

Pursuant to 2 U.S.C. S 437g(a)(12)(A) and 1i C.F.R.§ 4.5(a), we are requesting on behalf of Robert F. Mecredythat confidential treatment be accorded to all submissions onhis behalf to the Federal Election Commission in connectionwith the above-referenced investigation. This requestincludes, but not limited to, a letter to you of this datewritten by F. Joseph Warin and a declaration by Robert F.Mecredy and attached exhibit that have been submitted today.
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Plase inform us promptly of any request under theFreedom of Information Act seeking access to the materialdescribed above, so that we may substantiate the grounds forconfidential treatment, unless the staff intends to denyaccess on other grounds.

Very truly yours,

Matthew B. Hinerfeld

MBH/mbh

WL943390.01 li-I

COMUD3UTZTM I rt ISTREQUESTED BY
ROanTF. u
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Re: MUR 4090 -- Request For Confidential Treatm, -Mw '
By Robert F. Mecredy

ci r sir or naaam:

Pursuant to 2 U.S.C. S 437g(a)(12)(A) and 11 C.F.R.S 4.5(a), we are requesting on behalf of Robert F. Mecredythat confidential treatment be accorded to all submissions onhis behalf to the Federal Election Commission in connectionwith the above-referenced investigation. This requestincludes, but not limited to, a letter to Anthony T. Buckleyof this date written by F. Joseph Warin and a declaration byRobert F. Mecredy and attached exhibit that have been
submitted today.
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Please inform us promptly of any request under the
Freedom of Information Act seeking access to the material
described above, so that we may substantiate the grounds for
confidential treatment, unless the staff intends to deny
access on other grounds.

Very truly yours,

Matthew B. Hinerfeld

MBH/mbh

W1L9430.O1 41-1.

CONIIDDUWIA I%=TM3NT REQUESTED BY
R03B" 1 MOUN
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Decemer 5. 1994

Anthony T. Buckley, Esquire
Federal Election Commission
Room 621
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 4090
Firearms Training Systems, Inc.; Jody D. Scheckter;
Janice Dean: and Robert Mecredv

Dear Mr. Buckley:

We are in receipt of the pederal Election ComissionlsOctober 27, 1994 Factual and Legal Analysis (the *Analysis")regarding our client, Jody D. Scheckter. e sAmit that theAnalysis, generated as the result of a voluntary disclosure bycounsel for Firearms Trai 8ystem, Inc. (FATS*), is bothfactually inaccurate and legally flawed. rivr, -we areextremly distressed by the Comisaiua , rellame an factualassertions, which are in no way supported by the evidencepresented to the Commission and are based on nothing more thanspeculation in some instances, to reach legal conclusions
detrimental to our client.

Accordingly, we request that the Ccunission carefullyscrutinize the factual assertions and legal conclusions set forthin the Analysis and reconsider its position in this matter withrespect to whether there is reason to believe that Mr. Scheckterviolated any federal election campaign law. Contrary to theCommission's conclusions, we are also confident that there is nocredible evidence from which the Commission can conclude thatMr. Scheckter knowingly and willfully violated any requirement ofthe federal election law. To assist you in your determination,Mr. Scheckter provides the following specific response to MUR
4090.



Anthony T. Buckley, Require
December 5g 1994
Page 2

A. Therie I~ s Uviemo 6"Wer the Commssiton ue*
the Oct2ober 20 1"ta for C g0-s Cotri4v
or the February 13, 190 ahorns for Cogress
Contribution Other than the Fact that the Contributions
Were made,.

The Analysis alleges that Mr. Scheckter, a foreign national,
violated 2 U.S.C. S 441(e) because he contributed $500 to the
Darden for Congress campaign in October 1989 and participated in
the decision by FATS to contribute to the Thomas for Congress
campaign in February 1990.1 Analysis at 5. In support of this
conclusion, the Analysis alleges that: "Jody Scheckter approved
the making of the (above] contributions, and the contribution
(sic] would not have occurred without his approval." Analysis
at 5. The Commission further alleges that, with respect to the
Thomas campaign contribution for which Mr. Scheckter was
reimbursed by FATS, this approval by Mr. Scheckter represented
participation by Mr. Scheckter sufficient to constitute a
violation of 2 U.S.C. § 441(e) and 11 C.F.R. S 110.4(a)(3). Id.

With respect to both the October 1989 and February 1990
campaign contributions, Mr. Scheckter has no recollection
regarding the circumstances under which these contributions were
made. Scheckter Declaration 5. He does know, however, that he
was not aware until after the internal investigation was
initiated in May 1994 that it was unlawful for a non-permanent
resident to contribute to a political campaign. Scheckter
Declaration 5. He was also not aware until May 1994 that he
was reimbursed for the February 1990 contribution. Scheckter
Declaration 11 5, 11.

Mr. Scheckter submits that, in the event the contributions
to Darden for Congress and Thomas for Congress did, in fact,
violate 2 U.S.C. S 441(e) because they were made prior to
Mr. Scheckter's obtaining permanent residence status, that
statute, as codified at 11 C.F.R. S 110.4(a)(3), is
unconstitutional because it denied Mr. Scheckter his first
amendment right to political speech. It is undisputed that *the
right to engage in political expression is fundamental to our
constitutional system." Austin v. Michigan Chamber of Commerce,
494 U.S. 652, 666 (1990). Thus, "statutory classifications
impinging upon that right must be narrowly tailored to serve a
compelling governmental interest." Id. Moreover,

I Mr. Scheckter was officially afforded resident status in

September 1990 and was not subject to the mandates of 2 U.S.C.
§ 441(e) after that date.



W

Anthony T. uckley, Nsqire
aeceber 5, 1994

Page 3

the use of funds to support a political
candidate is *speech"; independent campaign
expenditures constitute *political expression
'at the core of our electoral process and of
the First Amendment freedoms.'"

LL at 657, quoting Buckle' v. Valeo, 424 U.S. 1, 39 (1976)(per
curiam) (quoting Williams v. Rhodes, 393 U.S. 23 (1968)).
Mr. Scheckter submits that 2 U.S.C. 5 441(e), which denies
resident aliens who have applied for permanent resident status
the free speech right to support political candidates through
political campaign contributions, impermissibly burdens his
exercise of political speech in violation of the First Amendment.

Furthermore, the expansive interpretation of 2 U.S.C.
5 441(e) set forth in 11 C.F.R. S 110.4(a)(3) effectively
precludes a foreign national from any political speech and is,
therefore, not narrowly tailored to protect any compelling
governmental interest. Section 110.4(a)(3) prohibits a foreign
national from directing, dictating, controlling or directly or
indirectly participating in the decision-making process of any
person, including a corporation, concerning the making of
contributions or expenditures in connection with any election.
This expansive interpretation of the conduct prohibited by
2 U.S.C. § 441(e) conceivably would prohibit conduct as innocuous
as a foreign national making a statement in support of, or in
opposition to, a particular candidate while the person for whom
the statement is made is contemplating attending a fundraiser for
that candidate. Such conduct is clearly distinct from the
conduct prohibited in 2 U.S.C. S 441(e), namely the making by a
foreign national of a contribution or a promise to make such
contribution. Thus, the restrictions on political speech
enacted in 11 C.F.R. 5 110.4(a) (3) amount to an absolute ban on
political speech by non-permanent resident aliens. Even assuming
that there is some compelling governmental interest served by
regulating the political speech of non-permanent resident aliens,
which Mr. Scheckter submits there is not, the absolute ban on
political speech set forth in S 110.4(a) (3) is not narrowly
tailored to serve that interest. Thus, application of 2 U.S.C.
§ 441(e) and 11 C.F.R. S 110.4(a) (3) to Mr. Scheckter's October
1989 and February 1990 campaign contributions is an
unconstitutional limitation of his First Amendment right of
freedom of speech.

In addition, the factual analysis on which the Commission
relied in reaching its finding that Mr. Scheckter approved the
Thomas for Congress campaign contribution in violation of 11
C.F.R. S 110.4(a) (3) is erroneous. The Commission relied
entirely on the findings set forth on page 3 of the Analysis to



uithat Mr. Scheckter approved this contribution~
ontribution would not have been made without his 1.
Thus, the Commission noted:

the actual making of the contributions was
handled in the following manner.
Solicitations were received by Robert
Mecredy, the Director of U.S. Military
Marketing for Firearms Systems. Mr. Mecredy
would review these requests and decide which
events were appropriate to attend, suggesting
that the key consideration was which events
would best advance Firearms Systems' business
interests. Mr. Mecredy would then advise
Mr. Scheckter about any contributions he felt
Mr. Scheckter should make. If Mr. Scheckter
gave his approval, Mr. Mecredy would then go
to Mr. Scheckter's executive secretary and
ask her to issue a check.

Analysis at 3. The Commission offered no other factual basis in
support of its "reason to believe" determination that
Mr. Scheckter allegedly violated 2 U.S.C. S 441(e) with respect
to this contribution, except that Mr. Scheckter was not granted
peunanent resident status until September 1990.

The analysis utilized by the Commission presumes involvement
by Mr. Mecredy and discussion between Mr. Scheckter and
Mr. Necredy regarding the appropriateness of the contribution.
Yet, both contributions at issue occurred prior to Mr. 1ecredy's
eqployment with FATS. In fact, Mr. Mecredy did not meet
Mr. Scheckter or begin working for FATS until the fall of 1990,
Necredy Declaration 6; Scheckter Declaration 4, alost an
entire year after the Thomas contribution was made and more than
a year after the Darden contribution was made. Moreover,
Mr. Scheckter had been granted permanent resident status by the
time Mr. Mecredy joined the company and was not, therefore,
subject to the limitations of S 441(e). Accordingly, the manner
in which Mr. Mecredy and Mr. Scheckter determined how political
contributions should be made after Mr. Scheckter became a
permanent resident is wholly irrelevant to the question of
whether Mr. Scheckter acted in violation of 2 U.S.C. 5 441(e) and
11 C.F.R. S 110.4(a)(3) with respect to contributions made prior
to September 1990.

The factual analysis is silent, however, as to any other
basis for determining that Mr. Scheckter participated in or
approved of the February 1990 contribution to the Thomas for
Congress campaign. Mr. Scheckter cannot recall anything about

P.. ,: '
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this contribution except that he had no knowledge of ever bta
reimbursed by FATS for any political contribution, prior to
learning of this fact during the internal investigation conduted
by corporate counsel in May 1994. Scheckter Declaration 11.
Mr. Mecredy had no involvement with FATS prior to the fall of
1990 and, thus, has no knowledge of the campaign contributions at
issue. Mecredy Declaration 6. Likewise, both Ms. Dean and
Mr. Motter joined the company in 1992, years after the
contributions at issue were made. Their statements, therefore,
are also irrelevant to how these two particular campaign
contributions were handled. There is no other evidence before
the Commission regarding the manner in which campaign
contributions were made by Mr. Scheckter or reimbursed by FATS,
except that Mr. Scheckter never managed his personal checking
account. Scheckter Declaration 7. Consequently, the
Commission's conclusion that Mr. Scheckter participated in the
decision-making process of another in violation of 11 C.F.R.
5 110.4(a) (3), by approving the Thomas campaign contribution, is
entirely speculative.

It should also be noted that, in the Commission's Legal and
Factual Analysis regarding Robert Mecredy, the Commission
erroneously stated: "Robert Mecredy has admitted that he
approached Jody Scheckter and requested that he make both of
these contributions (the October 20, 1989 contribution to Darden
for Congress and the February 13, 1990 contribution to Thomas for
Congress]." FEC Factual and Legal Analysis Re: Robert Mecredy
at 2. Not only is there absolutely no factual basis for this
conclusion in the record, all the evidence before the Conmission
establishes that this conclusion is wrong.2  In addition to the
fact that both Mr. Mecredy and Mr. Scheckter have expressly
denied discussing these contributions, Mecredy Declaration 7;
Scheckter Declaration 6, it is uncontroverted that Mr. Mecredy
was not employed by FATS at the time these contributions were
made and did not even know Mr. Scheckter at the time. Mecredy
Declaration 6; Scheckter Declaration 4. Consequently, the

2 The notes of interview for Mr. Mecredy regarding the
manner in which political contributions were made state only:

Mr. Mecredy chooses the event that he
believes is appropriate for FATS to attend
... ; Mecredy then submits a request for a
personal check from Jody to contribute...."

(Mecredy Interview Notes at 3-4). These notes certainly do not
support the Commission's finding that Mr. Mecredy admitted
discussing these two political contributions with Mr. Scheckter.
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Comnission's presumption that Mr. Mecredy participated in
deciding whether to make these contributions or explained the
purpose of these two contributions to Mr. Scheckter at the time
they were made is without basis and patently wrong.

B. Thor* Is No Rvidence to Support a Finding that
Mr. Sohaektoz Violated 2 U.S.C. 5 441(f).

The Commission further alleges that because Mr. Scheckter
was reimbursed by FATS for seven political contributions made by
him between February 13, 1990 and June 5, 1993, including the
Thomas for Congress campaign contribution discussed above, there
is reason to believe that Mr. Scheckter violated 2 U.S.C.
S 441(f). Analysis at 6. Because the conduct prohibited by 2
U.S.C. S 441(f) is knowing conduct, the Commission's findings
with respect to this provision are contrary to the uncontroverted
evidence.

3

1. There Is Absolutely No Evidence which Supports a
Finding that Mr. Scheckter Knew that He Received
Reimbursement for Political Contributions Made
Between February 1990 and October 1992.

The uncontroverted evidence before the Commission is that,
prior to Mr. Motter's arrival at FATS in November 1992,
Mr. Scheckter had no knowledge whatsoever of any reimbursements
being made to him by FATS for political contributions.
Mr. Scheckter, Ms. Dean and Mr. Mecredy have all attested to this
fact. Mecredy Declaration 17; Scheckter Declaration 1 5,11;
Dean Interview Notes at 3. Specifically, Ms. Dean stated:

Mr. Scheckter has no knowledge of the
reimbursement of political contributions she

3 2 U.S.C. § 441(f) provides:

No person shall make a contribution in
the name of another or knowingly permit his
name to be used to effect such a
contribution....

11 C.F.R. S 110.4(b) (1) (iii) further states that:

No person shall ... knowingly help or assist
any person in making a contribution in the
name of another.
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obtained for his account because she
initiated the requests for reimbursement on
her own without ever advising him.

Dean Interview Notes at 3. Moreover, there is absolutely no
evidence before the Commission as to how reimbursements were
obtained prior to Ms. Dean's employment in May 1992. Three of
the contributions at issue pre-date Ms. Dean's employment at
FATS.

In May 1994, when corporate counsel brought to
Mr. Scheckter's attention the fact that he had received
reimbursement from FATS for political contributions made between
February 1990 and June 1993, Mr. Scheckter nexpressed surprise,*
since he had never submitted such contributions for
reimbursement, nor had he ever directed anyone else to obtain
reimbursement for him. Scheckter Interview Notes at 2-3; Mm
also Scheckter Declaration 10. Ms. Dean confirmed that neither
Mr. Scheckter nor any other corporate officer ever directed or
pressured her to seek reimbursement for Mr. Scheckter's political
contributions. Dean Interview Notes at 3. In fact, she stated
that Mr. Scheckter never indicated to her that he exaected such
reimbursement. Ud; ls Scheckter Declaration 1 10.
Instead, Ms. Dean stated that she took the initiative to seek
reimbursement because she viewed it as part of her responsibility
to ensure that Mr. Scheckter was paid for what she perceived as
lawful business-related expenses. Dean Interview Notes at 2-3.
Id.

Moreover, although the requests for reimbursement indicate
that the reimbursements were being sought for political
contributions, all the evidence before the Commission indicates
that Mr. Scheckter never saw any of these requests. Dean
Interview Notes at 3; Scheckter Declaration at 7. Moreover, only
the April 6, 1990 check stub contains any notification regarding
the nature of the expense reimbursed. That check stub states:

41090 4-6-90 500.00 500.00
donation

41090-1 4-10-90 500.00 500.00
advance

There is nothing on the check stub from which a reasonable person
could conclude that Mr. Scheckter knew that the "donation" for
which he was being reimbursed on April 6, 1990 was actually a
February 13, 1990 political contribution to Thomas for Congress.
Moreover, there is no evidence that Mr. Scheckter ever saw this
check stub and he does not recall seeing it until it was brought



to his attention as paz-t of tbm aym Ytas tRS.tttA%
achecker Dlaaion I 22 IM6 .ftact is not Piw ri i
Mr. chckter neer managed his aw cbeting accouznt I* at
FATS. Scheckter Declaration 1 7. MoroNe° after Ns. Dean
joined FATS, she, "as a matter of routine, wrote checks, kept
the balance and made all deposits into Mr. Scheckter's c heck
account. Dean Interview Notes at 1. Again, the uncontroverted
evidence before the Commission in that Mr. Sceckter never saw
any reimbursement checks nor did he know that he was being
reimbursed for political contributions in violation of 2 U.S.C.
5 441(f).

In spite of this evidence, the Analysis states: 'it is
clear that Jody Scheckter allowed his name to be used to make
such contributions by Firearms Training Systems" in violation of
I 441(f). Analysis at 6. This conclusion is completely without
merit. All the evidence before the Commission regarding
contributions made between February 1990 and June 1993
establishes without question that Mr. Scheckter had no knowledge
that he had been reimbursed by FATS for any political
contribution. Since Mr. Scheckter was not aware that he had been
reimbursed for political contributions, he could not have
knowingly allowed his name to be used by another in violation of
2 U.S.C. 5 441(f). Likewise, because Mr. Scheckter did not know
he had been reimbursed for political contributions, he could not
knowingly have helped or assisted in making a contribution in the
name of another, contrary to the mandates of 11 C.F.R.
S 110.4(b)(1)(iii). The eleients of the offense have not been
met and cannot be met; the Comission's conclusion to the
contrary is both speculative and erroneous.

2. r. ScbWjLke Did Nt ne Aware until May 1994
that HA Nas Mlein ReAirsed forz Politogicl
Cntrbhuticm after Mr. NtteX Wa Jloyd by

TS or that Mr. Motter Had IMtituted an Unlawful
Mechanism for Reimnb"sing Mr. Sheckter for
Political Contributions.

Three of the contributions at issue, a February 2, 1993
contribution to Darden for Congress, a June 5, 1993 contribution
to Friends of Newt Gingrich, and a July 14, 1993 contribution to
Don Johnson for Congress, occurred after Robert Motter had been
hired as the company's Chief Financial Officer. With respect to
these contributions, the Commission found: (1) that Mr. Motter
told Mr. Scheckter that reimbursing him for political
contributions was illegal; and (2) that Motter then instituted a
new reimbursement mechanism to reimburse Mr. Scheckter for
political contributions and advised Mr. Scheckter of the
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reimbursements. Analysis at 6. Based on these findings, the
Commission concluded that Mr. Scheckter knowingly and willfully
allowed his name to be used in violation of 2 U.S.C. 5 441(f) for
all three of the above contributions. Analysis at 6.

Taking Mr. Motter's incredible assertions at face value,
Mr. Scheckter's conduct with respect to the above contributions
was neither knowing nor willful. Moreover, these assertions are
controverted by other, more reliable facts in the record.
Finally, Mr. Scheckter denies, and has from the outset denied,
that he knowingly engaged in or directed any FATS employee to
engage in illegal conduct, particularly the creation of an
unlawful mechanism to disguise corporate campaign contributions.
Scheckter Declaration 17; Scheckter Interview Notes at 1; jM
also Mecredy Declaration 1 16. The Commission nevertheless bases
its finding regarding willfulness entirely on the statement of
Mr. Motter, the one individual responsible for conceiving,
initiating and executing the unlawful reimbursement process.

In reaching this conclusion, the Commission ignores the fact
that this statement was made by Mr. Motter several months after
he inadvertently learned that his job had been advertised in the
paper. See Scheckter Declaration 18. Moreover, assuming
aXendo that Mr. Motter's statements are true, the most
Mr. Motter has said with regard to Mr. Scheckter's knowledge
about political campaign contribution reimbursements is that he
recalled one brief passing conversation with Mr. Scheckter in
which Mr. Scheckter allegedly told him "to make the political
contributions look legal.* Motter Interview Notes at 19.
Mr. Motter explained that this discussion occurred at a time when
Mr. Scheckter was noticeably preoccupied. Id. Yet, allegedly as
a result of this cursory conversation with a preoccupied
Mr. Scheckter, Mr. Motter nevertheless felt obligated to devise
an elaborate and illegal mechanism to reimburse Mr. Scheckter for
political campaign contributions, and then to carry it out on two
separate occasions without any further discussion with
Mr. Scheckter. This explanation belies credulity, particularly
in view of Mr. Motter's circumstances at the time of his
interview.

It should also be noted that several weeks after Mr. Motter
authorized the first reimbursement to Mr. Scheckter under the new
system, Mr. Motter signed a management representation letter for
the 1993 Price Waterhouse Audit. This representation
specifically stated that Mr. Motter was "not aware ... of any
violations or possible violations of laws or regulations the
effects of which should be considered for disclosure from the
financial statements or as the basis for recording a loss
contingency." Although allegedly concerned enough to stop the
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reimbursemnts to Mr. Scheckter in September 1993 because they
violated federal election law, Mr. Motter was not apparently
concerned enough to refrain from signing a management letter that
contained a knowing false statement. Nor did the management
letter stir his conscience sufficiently to restrain him from
processing a second reimbursement check several weeks later.

Moreover, prior to learning of his likely termination at
FATS, Mr. Motter never felt compelled to apprise anyone at FATS
that he was concerned that Mr. Scheckter was unlawfully seeking
reimbursement for campaign contributions or that he, Robert
Motter, was directed to engage in this illegality. Although
Mr. Motter had almost daily contact with Mr. Mecredy, who was
primarily responsible for overseeing FATS's relationship with the
U.S. Congress, Mecredy Declaration 9, Mr. Motter never once
apprised Mr. Mecredy that Mr. Scheckter had directed him to
obtain reimbursement for a political contribution, nor did he
ever express any concern about any potential federal election
campaign violations occurring at FATS. Mecredy Declaration 14.
Instead, the only comment Mr. Motter ever made to Mr. Mecredy
about political campaign contributions was to ask Mr. Mecredy if
he knew that corporate contributions were illegal. ]A. However,
when Mr. Mecredy responded to Mr. Motter that he was aware that
corporate contributions were illegal and that he, therefore,
ensured that campaign contributions were always made by
Mr. Scheckter with Mr. Scheckter's personal checks, Mecredy
Declaration 14, Mr. Motter did not protest that this was not
the case or apprise Mr. Mecredy that Mr. Scheckter was in fact
getting reimbursed by FATS for campaign contributions. Ia. Nor
did he alert Mr. Mecredy to the possibility that FATS was
actually violating federal election law because of these
reimbursements or ask Mr. Mecredy to raise the issue with
Mr. Scheckter. Id. He said nothing, until it became clear that
he was going to be replaced as FATS's Chief Financial Officer.

Nor did Mr. Motter ever raise the issue with corporate
counsel prior to his May 17, 1994 letter to Mr. Madden. In spite
of the encouragement given to FATS senior managers to consult
corporate counsel whenever an issue arose regarding the propriety
or impropriety of a corporate act, Scheckter Declaration 1 19,
Mr. Motter never contacted counsel about his concerns prior to
learning of his proposed termination. Nor did Mr. Motter ever
suggest to counsel that a corporate compliance program was needed
to ensure that political contributions were made properly. He,
instead, implemented an illegal reimbursement mechanism which he
carried out on his own volition. Again, during the course of two
audits, Mr. Motter never provided information to the auditors
about any reimbursements made to Mr. Scheckter.
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Although given repeated opportunities, Mr. Motter failed to
alert anyone about possible federal election law violations
resulting from the reimbursements paid to Mr. Scheckter, until he
inadvertently learned that he was about to be replaced as FATS's
Chief Financial Officer. Mr. Motter then made a number of self-
serving statements to protect himself, including accusing
Mr. Scheckter of wrongdoing for which Mr. Motter was entirely
responsible. Despite this fact, and the fact that Mr. Motter has
made false representations in the past, the Commission
nevertheless relied entirely on his self-serving statements as
conclusive evidence that Mr. Scheckter knew that Mr. Motter had
implemented an illegal mechanism to reimburse him for political
contributions and that Mr. Scheckter condoned this illegality.

Contrary to Mr. Motter's conduct, Mr. Scheckter has always
sought to ensure that FATS complied with all applicable laws and
regulations. Scheckter Declaration 19. Thus, when Mr. Motter
advised FATS's corporate counsel in May 1994 that FATS may have
violated several federal statutes, including federal election
law, Mr. Scheckter immediately made all personnel and records
available to counsel to perform a thorough internal investigation
into the allegations. Scheckter Declaration 14. Specifically,
Mr. Scheckter advised counsel:

to conduct a full, rigorous and complete
investigation into each of the allegations
raised by Mr. Motter ... that he was placing
all of FATS employees and resources at
[counsel's] disposal to facilitate a complete
investigation ... that he believed that there
was absolutely no substance to any of
Mr. Motter's allegations, but that if there
(wajs anything wrong, he wanted (counsel] to
find out ... and inform him immediately, and
provide advice and guidance on how to remedy
any problem.

Scheckter Interview Notes at 1; see also Scheckter Declaration
1 14. Mr. Scheckter emphasized to counsel that he was committed
to having FATS strictly abide by applicable laws and regulations.
Id. Moreover, when counsel uncovered evidence of the unlawful
reimbursements, Mr. Scheckter immediately reimbursed FATS for the
contributions and urged counsel to make a voluntary disclosure to
the Commission. Scheckter Declaration 1 15. This disclosure was
made on July 1, 1994 and initiated the Commission's investigation
into adverse findings against Mr. Scheckter.

Likewise, Mr. Scheckter has from the outset denied having
any conversation with Mr. Motter in which he either suggested
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that Mr. Motter participate in unlawful activity or condoned such
activity. Scheckter Declaration 17. Mr. Scheckter has also
expressly denied that, prior to May 1994, he knew he was being
reimbursed by FATS for political contributions. Scheckter
Declaration 1 5,11. Ms. Dean confirmed that Mr. Scheckter was
unaware that he received reimbursement for political
contributions. Dean Interview Notes at 7. In addition,
Mr. Scheckter never saw the two special payroll checks approved
by Mr. Motter to reimburse him for political contributions nor
was he apprised of them by Ms. Dean. Dean Interview Notes at 6;
Scheckter Declaration 22. In addition, all the evidence before
the Commission suggests that Mr. Scheckter was notorious for not
seeking reimbursement from FATS for legitimate business-related
expenses, including travel and meals. Mecredy Interview Notes at
5; Dean Interview Notes at 2; Scheckter Interview Notes at 3;
Mecredy Declaration 1 17; Scheckter Declaration 8. Yet, in
spite of Mr. Scheckter's general practice of not seeking
reimbursement for any expenses for which he was legally entitled
to reimbursement, the Commission accepted at face value
Mr. Motter's claim that Mr. Scheckter not only directed him to
obtain reimbursements for political contributions, but also
condoned Mr. Motter's decision to break the law to obtain these
reimbursements.

To support Mr. Motter's otherwise unbelievable assertions,
the Commission states that, because Mr. Scheckter told
Mr. Mecredy in 1994 *that Mr. Motter had suggested a
reimbursement schemew (Analysis at 6), he must have known about
the reimbursements prior to May 1994. As stated repeatedly
herein, Mr. Scheckter first learned that he was receiving
reimbursement for political contributions as a result of the
internal investigation initiated in May 1994. Scheckter
Declaration 11 5,11. He did not tell Mr. Mecredy that he knew,
prior to May 1994, that Mr. Motter had developed a "reimbursement
scheme" or even that he knew he was being reimbursed for
political contributions. Scheckter Declaration 23.
Mr. Mecredy confirms this, stating:

Despite the suggestion to the contrary in
Federal Election Commission documents,
Mr. Scheckter never told me that Mr. Motter
had suggested a reimbursement scheme to
Mr. Scheckter. Rather, in May 1994, I had a
conversation with Mr. Scheckter concerning
FATS' internal investigation. In that
conversation, Mr. Scheckter told me that an
allegation had been made that Mr. Motter had
suggested a reimbursement scheme to him.
Mr. Scheckter indicated to me that, in fact,
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Mr. Notter had not suggested such a scheme to
him.

Mecredy Declaration 1 18. The Commission's finding of fact on
this matter is nothing more than a misinterpretation of a
statement in an interview memo prepared by corporate counsel
subsequent to counsel's interview of Mr. Mecredy. The statement
in no way suggests that it is a direct quote of a statement made
by Mr. Scheckter, nor is it subject only to the adverse
interpretation given it by the Commission." The Commission's
reliance on its misinterpretation of Mr. Scheckter's statement is
inappropriate in light of the declarations filed by Mr. Scheckter
and Mr. Mecredy.

It is well settled that in order for a violation of the
Federal Election Campaign Act to be knowing and willful, the
conduct at issue "must necessarily connote 'defiance or such
reckless disregard of the consequences as to be equivalent to a
knowing, conscious, and deliberate flaunting of the Act.'"
American Federation of Labor v. Federal Election Comm., 628 F.2d
97, 101 (D.C. Cir. 1980), quoting Frank Greg. Jr.. Inc. v. OSHA,
519 F.2d 1200 (3rd Cir. 1975). The only possible piece of
evidence which supports the Commission's finding that
Mr. Scheckter's conduct was knowing and willful is Mr. Motter's
statement, in which he describes a single, passing conversation
with Mr. Scheckter on the matter. However, Mr. Motter himself
described Mr. Scheckter as preoccupied during the conversation.
Motter Interview Notes at 19. Even assuming that the discussion
went as Mr. Motter claims, the fact that Mr. Scheckter was
preoccupied during the discussion is sufficient to undercut any
finding that Mr. Scheckter acted in defiance of the law or with a
reckless disregard of it.

Contrary to the Commission's assertions, Mr. Scheckter has
repeatedly and expressly denied knowledge of receiving
reimbursements for political contributions prior to the
initiation of the internal investigation in May 1994. Both
Ms. Dean and Mr. Mecredy confirm this fact. Moreover, from the
moment Mr. Scheckter first learned of possible election law
violations, he acted quickly and responsibly to remedy the
problem. Mr. Scheckter has completely repaid FATS for all
reimbursements received and the company has instituted a
compliance program to avoid future violations. Scheckter

I The statement on which the Commission places such emphasis
reads as follows: *After reviewing Motter's letter Mecredy spoke
with Mr. Scheckter and was told of Bob Motter suggesting a
reimbursement scheme...." Mecredy Interview Notes at 4.
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Declaration 15. In light of the overwhelming credible evidenc
before the Comission to the contrary, the finding that
Mr. Scheckter knowingly and willfully violated 2 U.S.C. S 441(f)
is unreasonable and not supported by the record.

The Commission's basis for concluding that the July 14, 1993
contribution constituted a knowing and willful violation is
questionable on other grounds as well. The only documentary
evidence which was found after an exhaustive search of the
corporate records indicates that Mr. Motter requested just two
bonus checks for Mr. Scheckter, one dated April 23, 1993 and one
dated July 30, 1993, for contributions made on February 2 and
June 5, 1993, respectively. Copies of both reimbursement checks,
as well as Mr. Motter's memo request for these checks, were
provided to the Commission by corporate counsel. Although
Mr. Motter told corporate counsel that he believed the last
reimbursement was submitted in September 1993, the corporate
records contradict this claim. In addition, Ms. Dean advised
corporate counsel that she provided information to Mr. Motter on
at least two occasions. Counsel's memorandum to this effect,
which does not provide a direct quote from Ms. Dean, but rather
reflects counsel's paraphrase of the discussion, is consistent
with the corporation's records, namely that two reimbursements
were processed in this fashion. There is no factual evidence
which supports the Commission's suggestion that the July 15, 1993
contribution was also reimbursed. The Commission's finding to
the contrary is based on pure speculation, which in no way
provides probable cause to believe that Mr. Scheckter knowingly
and willfully violated 2 U.S.C. S 441(f).

C. Vt. Scheckter Did Not Consent to Corporate Political
Cntibjtions Bel Made ft FTS.

For the reasons set forth above, there is absolutely no
evidence that Mr. Scheckter "consented" to the making of
political contributions by FATS. Thus, there is no basis for the
Commission's *reason to believe" finding that Mr. Scheckter
violated 2 U.S.C. S 441(b)(a). The record before the Commission
permits only one conclusion, namely that Mr. Scheckter had no
knowledge of any reimbursement to him of corporate political
contributions prior to the internal investigation conducted in
May 1994. Absent knowledge that FATS had any involvement in the
contributions, Mr. Scheckter could not have consented to FATS's
making the contributions at issue. Moreover, immediately upon
learning that he had been reimbursed for political campaign
contributions, Mr. Scheckter returned the funds to the
corporation. The Commission's reason to believe finding
regarding a violation of § 441(b)(a) is devoid of factual basis.
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Mr. Scheckter has worked for the past ten years to develop a
unique, state-of-the-art company, capable of providing needed
training services to U.S. and foreign military and law
enforcement personnel. Scheckter Declaration 19.
Mr. Scheckter's diligence and dedication have caused the company
to grow to the point where FATS now employs more than 200
employees in its Georgia facility. The demands on Mr. Scheckter
as president and Chief Executive Officer of this rapidly-growing
company are immense. Consequently, Mr. Scheckter has had to
delegate certain responsibilities to others, relying on them to
ensure the propriety of both their own actions and the company's.
Scheckter Declaration 1 20. Due to FATS's unique customer base,
Mr. Scheckter has repeatedly emphasized the need for FATS to
comply fully with applicable laws. Scheckter Declaration 1 19.
Consequently, he frequently encourages FATS employees to seek
legal advice whenever there is any question about the legality or
propriety of a particular course of conduct. Scheckter
Declaration 19; Mecredy Declaration 1 15.

In this case, Mr. Scheckter unfortunately entrusted
responsibility for the company's financial affairs to Mr. Motter,
an individual who, willingly and on his own initiative,
implemented policies Mr. Motter knew violated the law. In
addition to violating both the law and the trust placed in him by
Mr. Scheckter, Mr. Motter has, by his actions, created serious
problems for FATS and its employees. Regardless of Mr. Motter's
motivations in developing and executing the illegal campaign
contribution reimbursement plan, the plan was entirely his own
creation. He could have stopped the reimbursements immediately
upon learning of them and then worked with the company to rectify
past violations. Instead, he knowingly engaged in unlawful
conduct, which he now seeks to blame on Mr. Scheckter. The
evidence before the Commission clearly demonstrates that
Mr. Scheckter did not participate in nor condone Mr. Motter's
illegal acts.

Finally, the Commission ignores the fact that all the
evidence on which it bases its findings was disclosed voluntarily
by FATS in a sincere attempt to resolve this matter fully and
finally. But for the company's complete cooperation, the
Commission would have had no basis for any of its findings.
Despite this fact, the Commission now distorts the record in
order to reach meritless conclusions that Mr. Scheckter and other
FATS employees violated numerous federal election laws and that,
on at least three occasions, Mr. Scheckter's conduct was knowing
and willful. The findings contained in the Analysis are not
supported by the record and are completely contrary to the
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Very truly yours,

Gerard TreanorJudith L. Wheat
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I. Jody D. Scheckter, declare under penalty of prjury, i
pursuant to 28 U.S.C. 5 1746, as follows:

1. 1 am over 18 years of age, have personal knowledge of
the facts recited herein and, if called to testify as a witness,
could and would competently testify thereto.

2. I am the President and Chief Executive Officer of
Firearms Training Systems, Inc. (FATS) and have held this
position since I started the company in 1984.

3. I am a permanent resident alien in the United States,
having obtained this status on September 17, 1990.

4. I first met Robert Mecredy in the fall of 1990 when he
responded to an employment ad placed by FATS in the newspaper.I
had no knowledge of nor contact with Mr. Mecredy prior to the
fall of 1990. In addition, Mr. Mecredy had no involvement
whatsoever in the conduct of FATS's business prior to the fall of
1990.

5. 1 understand that the Federal Election Commission (FEC)
has found reason to believe that I violated 2 U.S.C. 5 441(e)
with respect to two campaign contributions made by me prior to
September 17, 1990: a $500 contribution to Darden for Congress
made in October 1989 and a $500 contribution to Thomas for
Congress made in February 1990. I have no recollection regarding
the making of either of these contributions. Until so advised by
corporate counsel pursuant to an internal investigation initiated
in May 1994, I had no knowledge that political campaign
contributions made by a non-permanent resident were unlawful. in
addition, I had no knowledge that I had ever been reimbursed by
FATS for any campaign contributions made by me.

6. I do know that Robert Mecredy never requested that I
make any political contributions prior to his employment with
FATS, since I did not know Mr. Mecredy prior to his employment
with FATS.

7. Since beginning the company in 1984, 1 have never
managed my personal checking account. Someone else, usually my
secretary, has always maintained the account, written checks,
made deposits and otherwise managed my account. To the best of
my recollection, all checks payable to me by FATS, including
payroll and reimbursement checks, were given directly to my
secretary to deposit.

8. I am not, and have never been, in the habit of
submitting any expenses for reimbursement. Unless a colleague or
my secretary takes the initiative to seek reimbursement on my
behalf, I do not, as a general rule, get reimbursed for my
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fog I~tag to obtain reimbursements for business- related
expenses.

9. Since she Joined FATS on May 18, 1992, 1 have relied
entirely on my secretary, Janice Dean,, to handle my checking
account, including receiving payroll, bonus and expense checks,
making dposits and writing checks. I have also relied on
Ms. Dean to obtain reimbursements, to the extent she is aware of
business-related expenditures I have made. I have complete
confidence in Ms. Dean and know if she thought that I, or the
company, had engaged in any illegal conduct, that she would have
confronted me without hesitation on the matter.

10. I further understand that the FEC has found reason to
believe that I violated 2 U.S.C. S 441(b) (a) and 5 441(f) with
respect to the 1990 Thomas for Congress contribution and seven
other political contributions made between 1991 and July 1993.1
have never personally sought reimbursement from FATS for any
political campaign contribution I have made, nor do I recall ever
directing or advising anyone else to submit such expenditures for
reimbursement. I never expected to receive reimbursement from
any source for political campaign contributions. I was also not
aware that it was illegal for corporations to make such
reimbursements.

11. Prior to an internal investigation conducted by
corporate counsel in May 1994, I had no knowledge whatsoever that
I had been reimbursed by FATS for any political campaign
contributions made by me. Moreover, Ms. Dean never advised me
that she had sought or obtained reimbursements for the
contributions or any other business-related expenses.

12. 1 have never knowingly or intentionally violated any
federal election campaign law. Specifically, I have at no time
knowingly received a reimbursement for a political contribution
nor did I knowingly allow FATS to use my name to make political
contributions. Likewise, I never consented to the making of any
political contribution by FATS.

13. 1 first became aware Of possible election violations
when I was given a copy of the letter by FATS's then-Chief
Financial Officer, Robert Motter, addressed to corporate counsel
Tom Madden. Mr. Motter's May 17, 1994 letter was the first time
Mr. Motter ever raised the issue of the possible illegality of
any political campaign contributions with me.

14. Although I was unaware of any violations of federal
election law at the time I received Mr. Motter's letter, I
immuediately instructed Clare Fawkes to raise the issue with
corporate counsel and made all FATS's employees and records
available for counsel's review. Pursuant to the internal
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investigation conducted by corporate counsel in May
learned for the first time that I had, in fact, 
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by FATS for political campaign contributions and that this was
illegal.

15. Upon learning of these reimbursements, I imdiately
repaid FATS for the full amount of campaign contribution
previously reimbursed. With the assistance of corporate counsel,
FATS instituted a strict compliance policy to ensure future
compliance with all aspects of federal election laws. I also
urged that FATS make full disclosure of all possible federal
election violations to the FEC, which was done by counsel on
July 1, 1994.

16. Robert Motter was hired as Chief Financial Officer in
November 1992. As Chief Financial Officer, Mr. Motter was
responsible for overseeing and ensuring the propriety of all
corporate financial matters.

17. Mr. Motter never told me that I was being illegally
reimbursed by FATS for political contributions. Moreover, I
never directed Mr. Motter to create an unlawful reimbursement
mechanism. I have never condoned illegal conduct on the part of
FATS or any FATS employee and did not condone Mr. Motter's plan
to unlawfully reimburse political campaign contributions.

18. Mr. Motter and I did not enjoy a good working
relationship and I quickly lost confidence in him. Several
months prior to May 1994, it was decided that Mr. Motter should
be replaced, however, for business reasons, no action was taken
until an ad was run in the newspaper advertising the Chief
Financial Officer position. Mr. Motter has admitted that he
learned from this ad that he was to be terminated, immediately
prior to issuing the May 17, 1994 letter referred to in paragraph
13.

19. FATS is dedicated to providing state-of-the-art
training devices to foreign and domestic military and law
enforcement agencies. Because of the specialized nature of
FATS's clientele, I am especially sensitive to the need to have
FATS comply with all applicable regulations and to conduct itself
in all matters as a responsible corporate citizen. I have made
it an integral part of my business practices to emphasize to all
company employees the need for FATS to be in compliance with all
laws and regulations, as well as to abide by all laws in the
conduct of my affairs. The senior managers frequently consult
with, and have access to, corporate counsel to verify the
legality of many varied issues, however inconsequential the
issues may be.

20. FATS is a small, rapidly growing company, which, due to
the highly specialized nature of the services it performs, is

- 3 -



intemnly rgulated. The ocany's growth since its 11
1984 has been exponential. Consequently, I have had to
senior employees such as Mr. Motter to oversee certain aspects of
the business and have delegated authority to these employees to
ensure that the company's business is conducted properly and in
accordance with applicable laws.

21. I, along with other FATS employees, relied on
Mr. Motter to oversee the propriety of the expenditure of
corporate funds, including ensuring that all corporate
expenditures complied with applicable laws. I had no reason to
expect that Mr. Motter would conduct himself in anything other
than a lawful manner. I assumed, as I understand Ms. Dean
assumed, that Mr. Motter would not authorize an action which he
clearly knew to be unlawful. The creation of an unlawful
reimbursement mechanism was entirely Mr. Motter's doing and
represented a complete abdication of his responsibilities as
Chief Financial Officer.

22. I never saw the two special payroll bonus checks
Mr. Motter authorized to reimburse me for political campaign
contributions prior to the May 1994 internal investigation. I
understand that a thorough search of all FATS financial records
has been performed as part of that investigation and that no
additional special payroll bonus checks have been found.
Likewise, I do not recall seeing the April 1990 check stub
reflecting reimbursement of a $500.00 donation prior to the May
1994 internal investigation.

23. In May 1994, I was first advised of Mr. Motter's
allegation that he had suggested an unlawful reimbursement plan
to me. It is this allegation which I shared with Mr. Mecredy in
May 1994. At that time I told Mr. Mecredy that Mr. Motter had
never suggested such an illegal plan to me. Mr. Motter never did
suggest such a plan to me nor did I ever, nor would I ever,
condone the implementation or execution of any unlawful
reimbursement plan.

I declare under the penalty of perjury that the foregoing is

true and correct.

Dated: December 1 1994.

- 4 -
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Dear Mr. Buckley:

I am writing in response to Trevor Potter's letterof October 27, 1994 to Thomas J. Kelly, Jr., concerning theabove-referenced matter and the Factual and Legal Analysesthat accompanied Mr. Potter's letter. We represent Mr. RobertF. Mecredy in connection with this matter. Accompanying thisletter is Mr. Mecredy's declaration and his resume, which isattached as an exhibit to his declaration.

The Federal Election Commission ("Commission") hasmade a finding that Mr. Mecredy has violated 2 U.S.C. S 441e.The Commission's finding and its so-called factual analysis asit pertains to the alleged violation are entirely withoutbasis in fact. The Commission has alleged that Mr. Mecredywas involved with Mr. Jody D. Scheckter in the making of twopolitical contributions prior to Mr. Scheckter becoming apermanent resident of the United States. The allegedcontributions were to "Darden for Congress" in October 1989and to "Thomas for Congress" in February 1990. Mr. Mecredyhad absolutely no involvement in those contributions. Mr.Mecredy did not even know Mr. Scheckter at the time of the
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alleged contributions and did not meet him or become an
employee of Firearms Training Systems, Inc. ("FATS") until the
Fall of 1990.1

Mr. Mecredy currently is the Director of United
States Sales and Marketing at FATS. He was hired by FATS in
November of 1990, and started work there on November 26, 1990.
His responsibilities currently encompass marketing and sales
functions servicing domestic law enforcement and all of the
United States military. Immediately prior to joining FATS,
Mr. Mecredy was employed by Raytheon Company as a Marketing
Director in the Washington, D.C. metropolitan area. He worked
for Raytheon from March 1990 through November 1990 (a date
subsequent to both of the political contributions at issue).

Immediately prior to joining Raytheon, Mr. Mecredy
was employed by Communications Technologies Applications,
Inc., as a Vice President. He was employed by Communications
Technologies Applications, Inc., from May 1988 until March
1990.

The first communication Mr. Mecredy ever had with
Jody D. Scheckter, and the first time the two men met, was in
the Fall of 1990, shortly before Mr. Mecredy was hired by
FATS. Mr. Mecredy had no knowledge of Mr. Scheckter or of
FATS prior to the Fall of 1990. A fortiori, Mr. Mecredy had
absolutely no involvement in Mr. Scheckter's business or
personal affairs or decisions, or FATS' operations, prior to
the Fall of 1990. In particularly, Mr. Mecredy had no
involvement with, or connection to, a contribution of $500 on
October 20, 1989 to "Darden for Congress" or a contribution of
$500 on February 13, 1990 to "Thomas for Congress."

The Commission asserts that Mr. Mecredy "has
admitted that he approached Jody Scheckter and requested that
he make both of these contributions." Factual and Legal
Analysis (Mecredy) at 2. That assertion is false. Mr.
Mecredy has never admitted that and, in fact, he did not
approach Mr. Scheckter and request that he make either of
those contributions.

1Please refer to the accompanying declaration of Mr. Mecredy
for the evidentiary source of the recitations of fact
contained in this letter.

CONWIDNTIAL TREATMENT REQUESTED BY
ROBERT P. 8CREDY
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Mr. Mecredy has never knowingly solicited a
political contribution from an individual who, at the time,
was not a citizen of the United States and not lawfully
admitted for permanent residence in the United States.
Moreover, to the best of his knowledge, Mr. Mecredy has never
solicited a political contribution from an individual who, at
the time, was not a citizen of the United States and not
lawfully admitted for permanent residence in the United
States.

In May 1994, FATS commenced an internal
investigation regarding political contributions made by Mr.
Scheckter. Mr. Mecredy learned of the investigation toward
the end of May 1994. Prior to learning of the investigation,
Mr. Mecredy had no knowledge that Mr. Scheckter had made
political contributions prior to becoming a permanent resident
in the United States or that Mr. Scheckter had received
reimbursement for political contributions. Mr. Mecredy would
have immediately intervened to stop such activities had he
known that such activities were taking place.

Commencing in early 1991, Mr. Mecredy became the
person primarily responsible for overseeing FATS' relations
with the United States Congress. Commencing in the Spring or
Summer of 1991, Mr. Scheckter began to forward all
solicitations for political contributions received by him to
Mr. Mecredy. Mr. Mecredy would review the solicitations and
advise Mr. Scheckter regarding which solicitations he thought
Mr. Scheckter should respond to with a donation. The guiding
principal behind the choices was Mr. Scheckter's desire to
support candidates who would be effective advocates for a
strong national defense.

Mr. Mecredy was not involved with any unsolicited
political contributions and, to the best of Mr. Mecredy's
knowledge, Mr. Scheckter did not make any unsolicited
political contributions. Rather, all contributions were made
in response to written solicitations, with one exception. In
that instance, a solicitation was made over the telephone, but
it was then followed up in writing.

The contribution process worked as follows: Once
Mr. Scheckter and Mr. Mecredy agreed that Mr. Scheckter should
make a donation, Mr. Mecredy would give a note attached to the
relevant solicitation to Mr. Scheckter's secretary, Janice
Dean, stating that a check in the agreed amount should be made
out to the solicitor. Ms. Dean would then make out a check

CONrIDENTZAL TREATMENT REQUESTED BY
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from Hr. Scheckter's personal checkbook, have Mr. Scheckter
sign the check, and then she would deliver the check to Mr.
Mecredy. Sometimes she would deliver it by putting it in Mr.
Mecredy's in-box and sometimes by putting it on his desk. Mr.
Mecredy would then either mail the check to the candidate or
it would be hand-delivered at the reception for the candidate.
Prior to FATS' internal investigation, Mr. Mecredy had no
knowledge that Ms. Dean ever sought reimbursement for Mr.
Scheckter from FATS for those personal checks.

Mr. Robert Motter was aware that Mr. Hecredy was the
person primarily responsible for FATS' governmental relations
and that Mr. Scheckter consulted Mr. Mecredy on a regular
basis regarding Mr. Scheckter's political contributions and
other issues. As a result of FATS' internal investigation,
Mr. Mecredy learned that Mr. Motter concocted an alternative
method to provide Mr. Scheckter with reimbursement for
political contributions.

,3

Mr. Motter and Mr. Mecredy had almost daily contact
when Mr. Mecredy was not traveling. At no time, however, did
Mr. Hotter apprise Mr. Mecredy of the fact that he had devised
such a method or that Mr. Scheckter had ever been reimbursed
for a political contribution. Indeed, the only conversation
Mr. Mecredy ever had with Mr. Hotter concerning political
contributions was a passing conversation in late 1993 or early
1994. In that conversation, Mr. Motter asked whether Mr.

r Mecredy knew that it is illegal for a corporation to make
campaign contributions. Mr. Mecredy stated that he was aware
of that, and that that was why he made sure that only personal
checks from Mr. Scheckter's account were used for
contributions. That was the extent of the conversation.

At the time, Mr. Mecredy assumed that Mr. Hotter was
merely making sure that Mr. Mecredy knew the state of the law
since he knew that Mr. Mecredy was involved in FATS'
governmental relations and in advising Mr. Scheckter on
political contributions. Mr. Mecredy rightfully assumed that
Mr. Motter wanted to make sure that FATS did not do anything
illegal. Mr. Mecredy's response was intended to assure Mr.
Motter of what Mr. Mecredy believed to be the truth: that the
only contributions being made were personal contributions by
Mr. Scheckter.

Given Mr. Motter's devious method that has now been
revealed, however, it appears that Mr. Motter made that
comment to Mr. Mecredy as part of a ploy to make it appear as

CONFIDENTIAL TREATMENT REQUESTED BY
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if others at FATS were involved in, or approved of, Mr.
Motter's illegal reimbursement method. Had Mr. Hotter truly
been concerned because FATS was engaging in conduct he
believed to be illegal and should be stopped, Mr. Hotter would
have made a clear statement to Mr. Mecredy that Mr. Scheckter
was receiving reimbursement from FATS for his political
contributions, so that Mr. Mecredy could then put a stop to
the reimbursements. The fact that Mr. Hotter did not do so
suggests that he was acting duplicitously, interested merely
in casting a cloud of suspicion over others at FATS, and FATS
itself, by creating an event which he could latter refer to as
evidence of a supposed conspiracy within FATS to circumvent
the Federal election laws. Such a conspiracy did not, and
does not, exist.

Mr. Mecredy has had a close working relationship
with Mr. Scheckter for many years. It is Mr. Mecredy's
opinion that it is extremely unlikely that Mr. Scheckter would
knowingly violate the Federal election laws. In Mr. Mecredy's
experience, Mr. Scheckter is quick to encourage FATS'
employees, including Mr. Mecredy, to seek legal advice
whenever there is a question of whether a possible course of
conduct is legal and proper. In the four years that Mr.
Mecredy has known Mr. Scheckter, Mr. Mecredy is unaware of any
instance in which Mr. Scheckter has suggested that FATS should
engage in conduct Mr. Scheckter knew to be illegal or an
instance in which he has pursued a course of conduct after
being advised that the course was potentially improper.
Rather, in Mr. Mecredy's experience, Mr. Scheckter always puts
FATS' interests first and does his best to make sure that FATS
abides by the law. Given that history, it is extremely
unlikely that Mr. Scheckter would knowingly violate the
Federal election laws. In addition, the amount of money Mr.
Scheckter received in reimbursement from FATS for his
contributions was relatively small. It would seem quite
unlikely that Mr. Scheckter (or anyone) would invest so much
time and effort building a company only to knowingly put the
company in jeopardy over such a relatively small amount of
money.

In addition, it would seem unlikely that Mr.
Scheckter was aware that he was receiving reimbursement for
his donations when he made them, since he frequently
contributed less than the maximum amount permitted by Federal
law for a contribution. Indeed, Mr. Scheckter occasionally
questioned the amount of the contribution Mr. Mecredy
recommended and suggested a smaller contribution. Had Mr.

CONFIDENTIAL TREATMENT REQUESTED BY
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Scheckter known that FATS would be reimbursing him for the
contributions (and had he approved of such conduct), it would
be only rational that he would have given the full amount
allowed for a contribution, since FATS could easily have
afforded it. The fact that most of the contributions were
well below the legal limit suggests that Mr. Scheckter was not
aware at the time of the contributions that he would be
receiving reimbursement for them.

It is not surprising that Mr. Scheckter would be
unaware he had been receiving reimbursements for his political
contributions. Mr. Scheckter is an extremely busy individual
and, by choice and necessity, has others take care of many
matters for him. An example of that is the fact that Mr.
Scheckter's secretary is in charge of his personal checkbook.
Another example is the fact that when Mr. Scheckter travels
with another FATS employee, that employee is placed in charge
of obtaining reimbursement for expenses incurred on the trip
by both the employee and by Mr. Scheckter. Given the fact
that Mr. Scheckter generally delegates tasks related to his
personal finances and expenditures on behalf of FATS, it would
not be surprising that Mr. Scheckter would be unaware that he
had received reimbursement for particular personal
expenditures.

The Commission's assertion that Mr. Mecredy stated
that, sometime in May 1994, Mr. Scheckter told Mr. Mecredy
that Mr. Motter had suggested a reimbursement scheme to Mr.
Scheckter is incorrect. Rather, in May 1994, Mr. Mecredy had
a conversation with Mr. Scheckter concerning FATS' internal
investigation. In that conversation, Mr. Scheckter told Mr.
Mecredy that an allegation had been made that Mr. Motter had
suggested a reimbursement scheme to him. Mr. Scheckter
indicated to Mr. Mecredy that, in fact, Mr. Motter had not
suggested such a scheme to him.

The Commission's investigation has been deeply
flawed, as the foregoing discussion demonstrates. It is
troubling that the United States government would do such a
poor job of investigation that it could allege that Mr.
Mecredy had violated federal law in connection with political
contributions by Mr. Scheckter when the most rudimentary fact-
checking would have revealed that Mr. Mecredy had not even
heard of Mr. Scheckter or of FATS at the relevant time. Not
only that, but the Commission has invented supposed statements
by Mr. Mecredy that he simply did not make. Indeed, at least
one of the alleged statements--the so-called "admission" that
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Mr. Mecredy advised Mr. Scheckter to make two donations at a
time that Mr. Scheckter was not a permanent resident--defies
logic and is patently absurd.

I urge you to undertake a careful reexamination of
all of the Commissions adverse findings and factual
allegations in this matter, not only those that pertain to Mr.
Mecredy. I am confident that a thorough investigation--
conducted in the light of Mr. Motter's clear bias and motive
to lie--will demonstrate that the only person connected with
this matter who willfully violated the federal election laws
was Mr. Motter himself.

Very truly yours,

'arin

FJW/mbh

WL943320.01137+
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I, rt p.y declare under penalty of perjury,

&ursuant to 28 U.S.C. S 1746, as follows:
1. I have personal knowledge of the facts recited herein

and, if called and sworn as a witness, I could and would competently

testify thereto.

2. I am the Director of United States Sales and
Marketing at Firearms Training Systems, Inc. ("FATS"). I was hired

by FATS in November of 1990, and started work there on November 26,

1990. My responsibilities currently encompass marketing and sales

functions servicing domestic law enforcement and all of the United

States military. My title was Director of United States Military

Marketing at the time I joined the company.

3. Attached to this declaration as "Exhibit A" is a copy
of my resume as it existed at the time I joined FATS.

4. Immediately prior to joining FATS, I was employed by
Raytheon Company as a Marketing Director in the Washington, D.C.

metropolitan area. I was employed by Raytheon from March 1990

through November 1990. At Raytheon, my duties included direct

marketing activities for Raytheon's Army and Marine Corps programs.
5. Immediately prior to joining Raytheon, I was employed

by Communications Technologies Applications, Inc., as a Vice

President. I was employed by Communications Technologies

Applications, Inc., from May 1988 until March 1990. The company was
a training services provider, and my duties at the company included

the direction of operations, marketing, and sales and the

preparation of government and industry proposals.
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6. The first communication I ever had with Jody D.

Scheckter, and the first time I met him, was in the Fall of 1990,

shortly before I was hired by FATS. I had no knowledge of Mr.

Scheckter or of FATS prior to the Fall of 1990. As one would

expect, therefore, I had absolutely no involvement in Mr.

Scheckter's business or personal affairs or decisions, or FATS'

operations, prior to the Fall of 1990.

7. I had absolutely no involvement in the making of

political contributions to "Darden for Congress" in 1989 or "Thomas

for Congress" in 1990. In particular, I had no involvement with, or

)connection to, a contribution of $500 on October 20, 1989, to

"Darden for Congress" or a contribution of $500 on February 13,

1990, to "Thomas for Congress." I have never admitted that I

approached Jody Scheckter (or anyone else) and requested that he

make those contributions and I did not approach Jody Scheckter (or

anyone else) and request that he make those contributions. In

addition, I had no knowledge that such contributions were made until

May 1994. I have never knowingly solicited a political contribution

from an individual who, at the time, was not a citizen of the United

States and not lawfully admitted for permanent residence in the

United States and, to the best of my knowledge, I have never

solicited a political contribution from an individual who, at the

time, was not a citizen of the United States and not lawfully

admitted for permanent residence in the United States.

8. In May 1994, FATS commenced an internal investigation

regarding political contributions made by Mr. Scheckter. I learned

of the investigation toward the end of May 1994. Prior to learning

of the investigation, I had no knowledge that Mr. Scheckter had made

2
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political contributions prior to becoming a permanent resident in

the United States or that he had received reimbursement for

political contributions. I would have immediately intervened to

stop such activities had I known that such activities were taking

place and were occurring while I was a FATS employee.

9. Commencing in early 1991, I became the person

primarily responsible for overseeing FATS' relations with the United

States Congress. Commencing in the Spring or Summer of 1991, Mr.

Scheckter began to forward all solicitations for political

contributions received by him to me. I would review the

solicitations and advise Mr. Scheckter regarding which solicitations

I thought he should respond to with a donation. Mr. Scheckter is an

advocate of a strong national defense, so I would generally

recommend contributions to candidates who I expected to be good

advocates for a strong national defense.

10. To the best of my knowledge, Mr. Scheckter did not

make unsolicited donations. All donations were made in response to

written solicitations, with one exception. In that instance, a

solicitation was made over the telephone, but it was then followed

up in writing.

11. Once Mr. Scheckter and I agreed that he should make a

donation, I would give a note attached to the relevant solicitation

to Mr. Scheckter's secretary, Janice Dean, stating that a check in

the agreed amount should be made out to the solicitor. Ms. Dean

would then make out a check from Mr. Scheckter's personal checkbook,

have Mr. Scheckter sign the check, and then she would deliver the

check to me. Sometimes she would deliver it by putting it in my in-

box and sometimes by putting it on my desk. I would then either

3
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mail the ctk to the candidate or it would be hand-do ivwe at the

reception for the candidate. As noted above, I had no knowledge

(until FATS' internal investigation) that Ms. Dean ever sought

reimbursement for Mr. Scheckter from FATS for those personal checks.

12. Mr. Robert Hotter was aware that I was the person

primarily responsible for FATS' governmental relations and that Mr.

Scheckter consulted me on a regular basis regarding his political

contributions and other issues. As a result of FATS' internal

investigation, I have learned that Mr. Motter concocted an

alternative method to provide Mr. Scheckter with reimbursement for

political contributions.

13. Mr. Motter and I had almost daily contact when I was

not traveling. At no time, however, did Mr. Motter apprise me of

the fact that he had devised such a method or that Mr. Scheckter had

ever been reimbursed for a political contribution. Indeed, to the

best of my knowledge, the only conversation I ever had with Mr.

Motter concerning political contributions was a passing conversation

in late 1993 or early 1994. In that conversation, Mr. Motter asked

whether I knew that it is illegal for a corporation to make campaign

contributions. I stated that I was aware of that, and that that was

why I made sure that only personal checks from Mr. Scheckter's

account were used for contributions. That was the extent of the

conversation.

14. At the time, I assumed that Mr. Motter was merely

making sure that I knew the state of the law since he knew that I

was involved in FATS' governmental relations and in advising Mr.

Scheckter on political contributions. I assumed that he wanted to

make sure that FATS did not do anything illegal. My response was

4
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£ntevid to assure his of what I believed to be the truth: that the

only contributions being made were personal contributions by Mr.

Scheckter. Given subsequent events, however, I now suspect that Mr.

Notter made that comment as part of a ploy to make it appear as if

others at FATS were involved in, or approved of, his illegal

reimbursement method. Had Mr. Hotter not been acting duplicitously,

I believe he would have stated to me clearly that Mr. Scheckter was

receiving reimbursements so that I could put a stop to them.

Alternatively, had Mr. Motter not been acting duplicitously and had

he been under the impression that I had approved of the

reimbursements, I believe he would have confronted me directly

regarding the impropriety of reimbursements and the need to stop

them. In addition, if Mr. Motter had been concerned because he

believed FATS was doing something illegal which he wanted stopped, I

believe he would have presented such information to me in a more

formal context than a passing conversation. The fact that Hr.

Hotter did not take such actions suggests to me that he was

interested merely in casting a cloud of suspicion over others at

FATS, and FATS itself, by creating an event which he could latter

refer to as evidence of a supposed conspiracy within FATS to

circumvent the Federal election laws. Such a conspiracy did not,

and does not, exist.

15. I find it extremely unlikely that Mr. Scheckter would

knowingly violate the Federal election laws. I have had a close

working relationship with Mr. Scheckter for many years. I deal with

him on a daily basis on a variety of topics. Mr. Scheckter

frequently seeks the counsel of others on issues of concern to FATS,

often assembling groups of employees to discuss important matters.

5
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For instance, Mr. Soheckter often consults vith ae (and othw) on

research and development, manufacturing, and international issues in

addition to issues relating directly to domestic and U.S. Military

sales. In the course of such meetings, Mr. Scheckter is quick to

encourage FATS' employees, including me, to seek legal advice

whenever there is a question of whether a possible course of conduct

is legal and proper. In the four years that I have known Mr.

Scheckter, I am unaware of any instance in which he has suggested

that FATS should engage in conduct he knew to be illegal or an

instance in which he has pursued a course of conduct after being

advised that the course was potentially improper. That is one

reason why I find it extremely unlikely that Mr. Scheckter would

knowingly violate the Federal election laws: he always puts FATS'

interests first and does his best to make sure that FATS abides by

the law. In addition, the amount of money Mr. Scheckter received in

reimbursement from FATS for his contributions was relatively small.

It would seem quite unlikely that Mr. Scheckter (or anyone) would

invest so much time and effort building a company only to knowingly

put the company in jeopardy over such a relatively small amount of

money.

16. I have no reason to believe that Mr. Scheckter was

aware that he was receiving reimbursement for his donations when he

made them. In addition, it seems unlikely that Mr. Scheckter was

aware that he was receiving reimbursement for his donations when he

made them, since he frequently contributed less than the maximum

amount permitted by Federal law for a contribution. In fact, there

were occasions when Mr. Scheckter questioned the amount of the

contribution I recommended and suggested a smaller contribution.

6
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Had he known that FATS would be reimbursing him for the donations

(and had he approved of such conduct), it would be only rational

that he would have given the full amount allowed for a contribution,

since FATS could easily have afforded it. The fact that most of the

contributions were well below the legal limit suggests to me that

Mr. Scheckter was not aware at the time of the contributions that he

would be receiving reimbursement for them.

17. That Mr. Scheckter would be unaware he had been

receiving reimbursements for his political contributions would not

surprise me. Mr. Scheckter is an extremely busy individual and, by

choice and necessity, has others take care of many matters for him.

An example of that is the fact that Mr. Scheckter's secretary is in

charge of his personal checkbook. Another example is the fact that

when Mr. Scheckter travels with another FATS employee, that employee

is placed in charge of obtaining reimbursement for expenses incurred

on the trip by both the employee and by Mr. Scheckter. Given the

fact that Mr. Scheckter generally delegates tasks related to his

personal finances and expenditures on behalf of FATS, it would not

surprise me that Mr. Scheckter would be unaware that he had received

reimbursement for particular personal expenditures.

18. Despite the suggestion to the contrary in Federal

Election Commission documents, Mr. Scheckter never told me that Mr.

Motter had suggested a reimbursement scheme to Mr. Scheckter.

Rather, in May 1994, I had a conversation with Mr. Scheckter

//

//

//

//
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a~o~wianmg Vo'W Itwuml investigation. In that oo roation, Mr.

Scheckter told me that an allegation had been made that Mr. Hotter

had suggested a r*tmbVXOeont scheme to him. Mr. Soheckter

indicated to me that, in fact, Mr. Motter had not suggestod such a

scheme to him.

I declare under the penalty of perjury that the foregoing

is true and correct.

Dated: December , 1994.

Roifbert F. Mce

WA943330.01 54*
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Anthony T. Buckley, Equire 1Federal Election comission 0 5
Room 657
999 R Street, N.W.Washington, D.C. 20463 

& -,

RB: IWR 4090 - Janice Dean

Dear Mr. Buckley:

This submiss ion is made in response to Chairmon Potter'sletter of October 27, 1994, to Thomas J. Kelly, Jr., and itsenclosed Factual and Legal Analysis (-Analysis-) relating tomy client, Janice Dean.

I would first offer my thanks to you and the office ofGeneral Counsel for extending M the courtesy of a twenty day
extension in which to reply. I apeciate your rcognitionthat this additional Period of tine me needed in view of myrecent entry as M1 Dean's counsel in the mtter underconsideration.

The Federal Election Coinssion ("C IssJon-) has foundthat there is reason to believe that U. Deaun, during heremployment as a secretary with ire T=raIg Systems, Inc.(FATS'), knowingly and wilfully violated 2 U.S.C. $441(f),which provides in pextient part:

No person shall make a contribution
in the name of another person or
11 permit his nme to be used to effect
such a contribution

(Emphasis added.) Analysis at 1.

The Analysis also states that, *This section also prohi-bits any person from kMingly hlpng or assisting any personin making a contributlon in the nm of another,- citing 11C.F.R. S11O.4(b)(1)(iii). Analysis at 1. While a question
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exists as to whether this latter provision is a proper
Lu!lementation of the Commission's power to prescribe ... anyrule, regulation, or form .. (2 U.S.C. $438), such issue

will be left to be resolved at a later time in the event that
this case proceeds forward.

The Analysis concluded that, "Mr. Schocktor and Ms. Dean
ware involved in the making of the following political
contributions which are at issue:

M2.L Date On mn

1 08-13-92 Richard Ray for Congress $ 500

2 10-14-92 Friends of New Gingrich $1,000

3 02-02-93 Darden for Congress $1,000

4 06-05-93 Friends of New Gingrich $1,000

5 07-14-93 Don Johnson for Congress a Soo

total $4,000"

Analysis at 1.

In order to properly evaluate no. Dean's conduct, and to
reach a reasonable conclusion as to the action, if any, that
it should take, the Comission must have a proper perspective
of her backgrond. Ms. Dean is a high-school educated, forty-
seven year old graNdether with som twelve years' secretarial
experience before beginning sloment with FATS on May 1,
1992. At that time, she was thrust into an intense, exhaust-
ing job with all of the pressures experienced by mbers of a
dynamic and rapidly growing business.

Ms. Dean was loyal to her boss, Mr. Scheckter, and to
FATS, and as a part of those loyalties would never have
considered doing anything of a questionable nature or that
would have in any way jeopardized Mr. Schockter, FATS, or
herself.

At no time, up until late May, 1994, when FATS retained
the law firm of Vonable, Daetjor, Dovard & Civiletti to
conduct an internal investigation, had Ms. Dean ever heard of
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the Federal Election Campaign Act ('Act') or its restrictions.
In attempting to fulfill her many responsibilities, including
maintaining Mr. Scheckter s checkbook and obtaining expens
reimbursements to which she understood he was entitled, she
continued the practice of seeking recoupment for political
contributions as had been done for over two years prior to her
arrival.

The Commission should also give appropriate weight to the
philosophy of FATS* President (to which his secretary, Ns.
Dean, was exposed on a daily basis and which became her philo-
sophy), as expressed by employee Robert F. Necredy who has had
a close working relationship with Mr. Scheckter since the fall
of 1990, and deals with him on a variety of topics. Mr.
Mecredy notes that "Mr. Scheckter is quick to encourage FATS'
employees ... to seek legal advice whenever there is a
question of whether a possible course of conduct is legal and
proper." In the four years that he has known Mr. Scheckter,
Mr. Uecredy was 'unaware of any instance in which he has
suggested that FATS should engage in conduct he knew to be
illegal or an instance in which he has pursued a course of
conduct after being advised that the course was potentially
improper." Mr. uecredy found it 'extremely unlikely that Mr.
Scheckter would knowingly violate the Federal election laws
... and does his best to make sure that FATS abides by the
law." (Mecredy Declaration.)

That this was the corporate philosophy is further
supported by Mr. Jecredy' s observation that FATS' Chief
Operating Officer ("COO'), Clare Fawkes, 'was a stickler about
everything being done "by the book." (Necredy Interview
Notes at 5).

As pointed out by Mr. Kecredy, it seems quite unlikely
that anyone would invest so much time and effort to build such
a successful, profitable company and then jeopardize it over
a trivial amount of money. Even more so with Mr. Schckter's
secretary, Ms. Dean. Her respect for her boss and her loyalty
to the corporation makes it even less likely that she would
jeopardize Mr. Scheckter, FATS, and her job over a small
amount of money when she had absolutely nothing to gain.
Rather than hazard any or all of the foregoing, Ms. Dean's
natural instinct would be to do the very opposite, that is, to
make every effort to avoid any impropriety. Had she had any
conception that her conduct was improper, at a minimum she



M~~V 9 Uiekey, Nquir.
Delo , 1994

would hare discussed it vith and received guidane frm U.
Schecter.

Contributions 1 and 2

The Commiss ion" s finding that requests for re axs-ment
for contribution 1 and 2 in the above chart mare handled the
way other business-related u aA aink Zre
routinely handled within FAiS is, of coae, accurate.
Analysis at 2. Because each such request clearly stated it
Was rol I&sm1st for a political contribution, there was
clearly no knoing or wilful attempt to evade the provisions
of the Act. At worst, what existed was an Advertent
violation of the Act by a well-meaning secretary ivolving, to
Mr. Scheckter, a ft i amount of money, for which ms.
Dean had nothag to gain and for which she received not so
much as a "thanks, namuch as Mr. Scheckter was una that
rei--i_-s ware being made. (Dean Interview Notes at 3;Schiktr Interview Notes at 3; Scheckter Declaration.)

It is clear that Us. Dean acted. cletely inonly and
in total ignorance of the requirAents of the Act.

Furth, as a result of its own i rnal investigation
which resulted in FATS# voluntarily reporting this atter to
the Cmission, FATS implemented a strict policy (a cow of
which has been previously provided to the 4sion) to
ensure compliance with the Act. N.s Dean has both carefully
read these broad rules prohibiting all corporate political
activity, and has been personally responsible for ensuring
distribution of copies of that policy to the head of each
corporate depatmnt.

Quoting from 2 U.S.C. 5437(g)(4)(A)(i), the Comission,
at the appropriate time, "...shall attempt ... to correct or
prevent such violation by informal methods of conference,
conciliation, and persuasion....* If there was over an
instance where correction has already occurred, and where, by
virtue of S. Dean having gone through this ordeal, prevention
o " future similar conduct is assured, this is that case.
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iCCordingly, the Ccission can and should, at this nc-
trm of the proceedings, decline to expend rt e ein inestigating Ms. Dean, concerning whom no benfit wili begained by proceeding further in this matter.

THE POST-ROBERT 10JMR REIMBURSM-

Contributions 3. 4 and 5

It mst first be pointed out that there is N evidemcesufficient to support a reason to believe that reitur-eb-ntfor contribution number 5 in the above chart (07-14-93) wasever made. The Analysis itself states that this contributonws only "possibly' reimbursed. Analysis at 3. A 1 horgh
search of FATS' corporate records has disclosed that of thesthree contributions, only numbers 3 (02-02-93) and 4 (06-05-93) were reimbursed.

Mr. Robert R. Notter's ('Notter-) recollection that hewas invlled in reimbursing three contributions is simplywroag. The corporate records, which entail all reitcsnow issued* and which fail to reflect issuac of rein-nt check number 5, are accurate. A . possibiLity-that e m asent n S was made, Particularly In light ofth* IadspMMtble evidence to the contrary, is inmufficient toraise this speculative allegation to a level of 'reason tob liw*e' that a violation of the Act has occurred.

Contributions 3 and 4 in the above chart wor mSde afterNotter, FAlS' former Chief Financial Officer ('CFO), MWhired in November, 1992. The Analysis concl&dee that inFebAOMry, 1993, ms. Dean sought reimbursement from Nottgr forthe first of those two contributions, and at that time,"'Rtter informed her that it was illegal for corporations tore s individuals for political contributions ... land ]*..he insisted that no paper trail should be created whichtied ias ements ... to ... Scheckteres political contribu-tions.' Analysis at 3. This finding is contrary to the trefacts and to the information before the Comission.

Accurately stated, the information available to theCOission is that Notter told Ms. Dean that corporationsCould not make reimbursemnts for political contributions
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through the WJ cororate e=2nse xehuiremn method, but
that another mthod, the appropriateness of which he was
uncertain and about which he had to give some consideration,
could possibly be used. That other method involved paying Mr.
Scheckter back in the form of a taxable bonus.

Further, it is inaccurate to state that Motter insisted
that no "paper trail" should be created. These words were
neither used nor implied by Hotter, and erroneously suggest
that Hotter and Ms. Dean reached some sort of tub EMa
agreement. What in fact happened was that Hotter told Ms.
Dean that the submission of a formal request was unnecessary,
that he, not she, would handle all documentation, and that all
she had to do was periodically provide him with a note sna-
rizing Mr. Scheckter's contributions. This seemed logical to
Ms. Dean, inasmuch as there was no other procedure of which
she was aware for her to submit a request for a special bonus.
She followed Motter's instructions, gave him a note with the
amount of the first "Hotter" reimbursement, and it was not
until some time later that Hotter caused the first bonus check
to be prepared.

Ms. Dean believed political contributions were legiti-
mate, reimbursable expenses, and she was unaware of anything
prohibiting FATS from reimbursing, in some form, those
expenditures. (Dean Interview Notes at 2 - 3.)

Prior to Hotter being hired by FATS as its CFO, Ns. Dean
had received and reviewed his impressive application and
resume '. Hotter' s educational history reflected undergraduate
degrees in both accounting and political science. His
employment history included ownership of his own business$
fifteen years as a member of the adjunct teaching faculty at
York College of Pennsylvania; and employment with various
large corporations in management positions of ever-increasing
responsibility over a period of eighteen years, rising to the
level of Vice President, Finance and Administration of an
international corporation, where, according to his claims, one
of his responsibilities was to ensure financial compliance
with U.S. Government requirements.

Hotter began at a salary of $85,000, a $5,000 relocation
allowance, and an anticipated 200 bonus. At the same time,
Ms. Dean's salary was in the mid-20's.
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Ms. Dean held Rotter 0... in high regard and believed be
was a man of integrity. She trusted .. [him] ... and his
Judgment because of his integrity and because he seemed to
know what he was doing and was very knowledgeable about his
job. (Dean Interview Notes at 3.)

The general respect in which *otter was held is also
reflected in the interview of Nary Miles, with whom Notter
worked closely. (Miles Interview notes at 3.)

Based upon the high regard in which she held Rotter, bar
opinion that he was a man of honesty and integrity, and the
time gap between the contribution (2-2-93) and when the first
check under the reign of Rotter was issued (4-30-93), ts.
Dean, who had no financial experience and no knowledge of the
Act or its limitations, should and did rely upon the Cdots
expertise. She reasonably assumed that Notter had given the
matter the appropriate consideration during that period and
that he had properly concluded that political expenditures
could be compensated by means of a taxable bonus.

Ms. Dean considered Hotter to be a decent man and relied
upon that opinion, as well as upon his expertise acquired
through his education and experience, in concluding that he
would do what was right, to the extent that she didn't tbem

twice about the propriety of his decision. she believed he

had figured out an "appropriate and legitimate mthod ft
making the reimbursmnts. (Dean Interview Notes at 6 - 7.)

Additionally, the Analysis fails to note that RottAe
claims he did not recall any conversations about this subject
with the COO, Xs. Fawkes (Rotter Interview Notes at 20), while
Ms. Fawkes recalls that:

(otter] mentioned he was changing
how Jody Scheckter would be reimbursed
for political contributions; Mr. Rotter
told Clare [Fawkes) that he would use a
manufacturing bonus approach; Clare said
it was fine with her if that was the best
way to accomplish such reimbuements in
Rotter's Judgment ... Clare fully relied
on Xr. Rotter to only suggest legitimate
and appropriate approaches, and had no
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basis to suspect that this reimbursement

issue involved any problems.

(Fawkes Interview Notes at 2.)

Had Ms. Dean felt that Motter's handling of the rej-
bursements was questionable, she would surely have consulted
Mr. Scheckter, Ms. Fawkes, and even Mr. Mecredy. She has
almost daily contact with each of these individuals and would
have sought their advice had Hotter given her any reason to
believe that his proposal was improper.

Additionally, it is noted that Hotter signed off as CFO
on FATS' management letter for the 1993 Price Waterhouse audit
on Kay 19, 1993, nineteen days after causing the 4-30-93
reimbursment check to be issued, and over two months before
causing the 7-30-93 reimbursement check to be issued. In that
letter, Hotter represented that he was "...not aware of any
violations or possible violations of laws or regulations .... 

While the undersigned cannot know what was in Motter's
mind at that time, but only what he now claims, it ust be
observed that Hotter, at the time he told Ms. Dean about his
approach, may have possibly thought that such a method was
proper. This becomes even more likely in view of his later
comment to Ms. Fawkes, the COO, that he was changing how mr.
Scheckter would be reimbursed, and the delay between the first
request to him and issuance of the 4-30-93 check.

The Analysis also finds that, "With Robert Notter's
participation, certain violations become knowing and wilful."
Analysis at 3 - 4. In this Circuit it has been held that a
knowing and wilful violation of the Act "must necessarily
connote "defiance or such reckless disregard of the conso-
quences as to be equivalent to a knowing, conscious, and
deliberate flaunting of the Act.'" American Federation of
Labor v. Federal Election Comm., 628 F2d 97, 101 (D.C. Cir.
1980), quoting Frank Gre. Jr.. Inc. v. OSHA, 519 F.2d 1200
(3rd Cir. 1975).

Ms. Dean, relying on what had been done before she came
to work for FATS, had absolutely no reason to question whether
Mr. Scheckter should be paid for his contributions. Based
upon what she knew, he should be. When Hotter arrived on the
scene, to M. Dean the question simply became one of which
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procedure to follows (1) the B221" cororate OMMEWO zalm
bmuemant mthod, or (2) the issuing of a bonus check. This
was not a secretarial decision; rather, it was a function of
the financial department, led by its CFO, to decide whether to
make, and the appropriate method to use in making, such pay-
ments.

Ms. Dean reasonably relied upon what has now proved to be
the unsound advice of Hotter. She did not possess Rotter's
background, education or experience, nor was she paid his
salary. What was expected of otter could not be expected of
Ms. Dean. It is submitted that her state of mind was innocet
and that no reason exists to believe that she acted in a
manner which demonstrates a knowing, conscious and deliberate
flaunting of the Act.

At worst, it can be argued that Ms. Dean made an honest
mistake in reliance upon Rotter. That being the case, it is
submitted that it would be improper to find that her actions
were knowing and wilful. Concomitantly, it would therefore
serve no useful purpose to further pursue this matter against
Ms. Dean, who, through this unfortunate experience, has
already undergone a great deal of suffering and embarrassment
and whose conduct in the future will, without any doubt,
conform to that which is required by the Act.

Accordingly, and for the foregoing reasons, it is
requested that only the reimbursement for checks 1 through 4
on the above chart should be considered; that there is no
sufficient basis to conclude that Ms. Dean acted in a knowi
and wilful manner with respect to checks 3 and 4; and that the
purposes of the Act would be served by declining further
action against Ms. Dean.

Finally, pursuant to 2 U.S.C. S437g(a)(12)(A), it is
requested that the notification and this investigation not be
made public.

I would appreciate the opportunity to explore with you at
a mutually convenient time the Commission's inquiry concerning
Ms. Dean.

Sincerely,

Steven W. Ludwick
SWL:dsw
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FOZA Officer
Federal lection Comission
999 3 StZet, N.V.
Wa5hIn.gtou, D.C. 20463

RE MUR 4090 -- Request for Confidential Treatment
By Janice Dean

Dear Sir or Madams

Pursut to 2 U.S.C. 5 437g(a) (12) (A) and 11 C.F.R. 5 4.5(a),ascoue for and on behalf of Janice Dean, i request that---... te o te investigat and to alls _-_-00 o he behalf to the Federal ale 1 lw si onoat.iO with the above-referenced matter ,uer_ reviiw.

Please info:. me promptly of any request van" the Freedom- ofInfozACM Act seeking access to the material described above, sothat I may stiate the grounds for confdntial treatment.

Thank you.

Sincerely,

I

Steven W. Ludwick

SWLdsw
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Anthony Buckley, Esq.
Federal Election commission
999 E. Street, N.W.
Washington, D.C. 20463

Re: Robert Hotter

Dear Mr. Buckley:

It was a pleasure meeting you in Atlanta earlier this week.
During the interview of my client, Mr. Motter, you requested that
he provide you with certain information. Pursuant to your
request, he has now gathered that information, which is as
follows:

1. Mary Jo Stenzel
Telsystems Atlanta, Inc.
President, John Vigliotti

CD

Ms. Stenzel was the former receptionist at FATS whomMr. Scheckter "followed" to her new job.

2. Richard Schaef for
1285 Creek Laurel Drive
Lawrenceville, Georgia 30243

It is believed, on second hand information, that Mr.
Schaeffer's termination from PATS was due to his
unwillingness to make false statements as relates to
FATS, affirmative action program/EEO practices.

3. Gary Meyer
Miller/Zell, Inc.

Mr. Meyer was Mr. Motter's predecessor as CFO at FATS.

, i t, _ ____ __
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Anthony Buckley, Esq.Decmber 16, 1994
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4. Mike Forry
113 Elcona Drive
Fayetteville, Georgia 30214

Weapons production supervisor at FATS who suffered
several demotions, eventually quit and accepted a job
with a FATS supplier. Based upon the second hand
information which Mr. Motter related to you during the
interview, Mr. Scheckter *followedo Mr. Fo."ry to his
new company.

I believe this responds to all of your requests. If we can
be of any further assistance or provide any further information,
please call me.

Sincerely,

Thomas D. Bever

TDB/bc



T I.~u n7u

in the Matter of ) h31 f I
Firearms Training Systems, Inc. ) UR 4090
Jody D. Scheckter SENSITIVE
Robert Rotter )
Robert Recredy
Janice Dean

GEERAL C/OUNSEL S REPORT

I. BACKGROUND

On October 18, 1994, the Commission found reason to believe

that Firearms Training Systems, Inc. ("Firearms Systems") violated

2 U.S.C. 55 441b(a), 441c(a)(1), 441e and 441f, and knowingly and

willfully violated 2 U.S.C. 5S 441b(a), 441c(a)(1) and 441f; that

Jody D. Scheckter violated 2 U.S.C. 5S 441b(a), 441e and 441f, and

knowingly and willfully violated 2 U.S.C. SS 441b(a) and 441f;

that Robert Potter knowingly and willfully violated 2 U.S.C.

SS 441b(a) and 441f; that Robert Mecredy violated 2 U.S.C. S 441e;

and that Janice Dean violated 2 U.S.C. S 441f and knowingly and

willfully violated 2 U.S.C. S 441f. At that time, the Commission

approved one joint conciliation agreement which addressed the

violations of all of the Respondents.

As noted in the General Counsel's Report in this matter dated

November 22, 1994, the Commission's offer of a joint agreement was

quickly rejected by common counsel for Firearms Systems, Jody

Scheckter, Robert Mecredy and Janice Dean. The Commission was

further informed in that report that we anticipated that certain

discovery would be necessary, but that we were waiting to receive

responses to the Commission's reason to believe findings so that

we could properly advise the Commission.
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This Office has now received responses to the Commissions

findings from Firearms Systems, Jody Scheckter, Robert Necredy and

Janice Dean and Robert Hotter, and these are discussed in detail

below. in addition, while on a trip to Atlanta to conduct a

deposition in another matter, staff of this Office met with Robert

Hotter, and his comments from that interview are incorporated in

his discussion below. Also, the interview notes of Clare Fawkes,

a non-respondent witness who is Jody Scheckter's wife and the

Chief Operating Officer of Firearms Systems, appear to have new

relevance. Those notes are also discussed below. Further, this

Office has interviewed six former employees of Firearms Systems,

and their comments are also discussed below.'

A. Response of Robert Hotter

Robert Rotter's response is in the form of a letter from

counsel without an accompanying affidavit, and certain documents.

Attachment 1. However, because Rotter's interview statements are

consistent with the statements made by counsel in the submission,

no distinction is made between the two in the discussion below.

According to Hotter, he joined Firearms Systems on

November 18, 1992, and quickly became disillusioned with the

working environment created by Jody Scheckter. According to him,

1. Five of the former employees were identified by Robert Hotter
as individuals who might be knowledgeable about the political
contributions and who could shed light on the atmosphere at
Firearms Systems. The sixth former employee was interviewed by
counsel for Firearms Systems during the course of its internal
investigation, and also appeared knowledgeable on these issues.
See RUR 4090, First General Counsel's Report dated October S,
M 4, Attachment 2 at 1-7.

: i !
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In mid-Deember 1992. he called the Susan Resources Nanagqr at'

home and informed the manager that he would not be coning baok.

The next day, Hotter went into the office to clean out his

personal effects, and was met by Jody Scheckter. The two had a

conversation, in which Scheckter admitted that the way he ran the

company was different than most people, and eventually convinced

Hotter to stay.

In February 1993, Hotter was approached by Janice Dean, who

requested that Hotter reimburse Scheckter for a political

contribution he had made. Hotter told Dean that he thought it was

illegal to reimburse Scheckter for the contribution, and Dean

replied that Scheckter wanted to be reimbursed and that he had

been reimbursed in the past. Immediately following this

discussion with Dean, Hotter called Billy Koons, a tax partner at

Price Waterhouse, Firearms Systems' accounting firm, to check on

the legality of the reimbursements. On February 5, 1993, a day or

two later, Dan Bauer of Price Waterhouse sent Hotter some

information, see Attachment 1 at 16-31, and in reviewing it,

Hotter concluded that it would be illegal to reimburse Jody

Scheckter for any contributions.

On either February 5 or 6, 1993, Hotter went to Jody

Scheckter with the documents he had received from Price

Waterhouse, and informed him directly that it would be illegal to

reimburse him for any political contributions. Hotter states that

Scheckter told Hotter that he had always been reimbursed before,

and that he wanted to be reimbursed for that contribution. Hotter

quoted Jody Scheckter as stating, "Make it look legal."



Durminythis course of events, Rotter became aware of the

method previously employed by Firearms Systems in making

reimbsceuents. Counsel contends that, had Scheckter not ordered

Hotter to *make it look legal," Hotter would have used this

method.2  In order to comply with Scheckter's order, Hotter

devised the second method, which involved running the

reimbursement through payroll and marking it up so that, with

withholding tax taken out, the final amount equaled the amount of

the contribution. This would be listed as a bonus for Jody

Scheckter.

Hotter stated that, although he knew that the reimbursement

was illegal, he did not feel secure in his job, and he felt that

if he defied Scheckter, he might lose it.

Approximately three months later, Janice Dean approached him

regarding another political contribution. Hotter told her that

this would be the last one that he would reimburse, and not to

approach him anymore. Hotter was not approached for any other

reimbursements.
3

2. Such an effort would not diminish the fact that, at least at
this juncture, the violations of the Act became knowing and
willful. At best, it nay indicate that Robert Motter's version of
events is true, as he would have no other reason to change the
reimbursement method.

3. In the First General Counsel's Report in this matter, this
Office advised that there may have been a third contribution which
had been reimbursed through the method devised by Robert Hotter.
This had been based on statements by Robert Rotter and Janice Dean
which had been supplied by then-common counsel. It now appears,
based on Robert Motter's statements during the interview, and
other statements made in response to the Commission's reason to
believe findings, that only two contributions were reimbursed by
this method.
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Rotter stated that the instant matter, and an investigation

of Firearms Systems by the Department of Justice which is

currently underway, were precipitated by his refusal to sign the

1994 management representation letter for the annual audit.4 He

refused because he could not attest that Firearms Systems was

compliant with all laws. Besides the violations of the Act,

Hotter understood that Firearms Systems was also in violation of

certain Bureau of Alcohol, Tobacco and Firearms regulations, and

the Foreign Corrupt Practices Act. He brought these violations to

the attention of appropriate Federal agencies. He has been

immunized by the Justice Department for his proffer.

Hotter acknowledged that he signed the 1993 management

representation letter, in which he certified that Firearms Systems

was compliant with all laws to which it was subject, even though

he was aware of the violations at that time. He explained that in

1993, he had not yet moved into his new house, and his wife had

not yet found a job. In view of these facts, while he felt

uneasy, he still signed the 1993 letter. 5 In 1994, he became

aware of the extent of the Foreign Corrupt Practices Act

violations, and decided he could not sign the letter.

Hotter informed the corporation's outside counsel of his

concerns, and this prompted the internal investigation which

resulted in the sua sponte submission. Mr. Motter has not denied

4. The Justice Department is aware of the FECA violations but, as
this Office understands, is not prosecuting them because they do
not fall within their internal guidelines.

5. Counsel's submission cites these concerns as reasons why Hotter
effectuated the first reimbursement.
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his kwin adn willful activity. He has, hoverer, stated that

others were aware of the activity, and that it was only Gene en

the insistence of Jody Scheckter. Indeed, in his interview, ke

stated that Jody Scheckter believes that the United States takes

too much of a moralistic view as to how business should be run.

Hotter was terminated by Firearms Systems after the FBI conducted

a search of Firearms Systems and after Firearms Systems was

awarded a major Marine Corps contract. Hotter is currently

litigating a wrongful dismissal suit against Firearms Systems in a

whistle-blower action filed with the Inspector General of the

Department of Defense.

B. Response of Jody Scheckter

Jody Scheckter has provided an affidavit regarding the

Commission's Factual and Legal Analysis, as well as argument from

counsel. Attachment 2. The discussion below relies only on the

facts as stated by Jody Scheckter.

Scheckter notes that, with regard to the first two

contributions, Robert Mecredy had not yet come to work for

Firearms Systems, and therefore could not have participated in the

process. Id. at 17. Scheckter also states that he did not learn

that he had been reimbursed for the second contribution, which was

made in February 1990, until May 1994. Id. 6

Scheckter states generally that he is not, and never has

been, "in the habit of submitting any expenses for reimbursement.

6. in addition, Scheckter's counsel has interposed a
constitutional objection to the Commission's findings with respect
to these contributions, arguing that they violate his first
amendment rights. Id. at 3.



Unless a colleavpe or [his) secretary takes the initiative to seek

reimbursement on [his) behalf, (he does] not, as a general rule,

get reimbursed for [his) business-related expenses." Id. at

17-18. As he stated in the interview notes provided by

then-common counsel, Scheckter reiterates that he is "often chided

by (his) colleagues for failing to obtain reimbursements for

business-related expenses." Id. at 18. Scheckter further states

that, since Janice Dean joined Firearms Systems, he has relied on

her to maintain his personal checking account, including making

deposits of all checks, and obtaining reimbursements of his

business-related expenditures. Id.

With regard to those contributions made after Scheckter

became a permanent resident, he states that he never personally

sought reimbursement, nor does he recall directing anyone to

submit such expenditures for reimbursement. Id. He further

states that he never expected to receive reimbursements from any

source for these contributions. Id. He states that Janice Dean

never advised him that she had sought or obtained reimbursement

for the political contributions or "any other business-related

expenses." Id.

Specifically, Scheckter states that he first learned of

possible violations when he was given a copy of Rotter's May 17,

1994 letter to corporate counsel. Id. He denies that Rotter

advised him that it would be illegal for Firearms Systems to

reimburse Scheckter for his political contributions. Id. at 19.

Scheckter also states that he never directed Rotter to create an

unlawful reimbursement mechanism, and that he has never condoned



any il1egal activity on the part of Firearms Systems or any

Firearms Systems employee. Id.

Scheckter states that he and Rotter did not enjoy a good

working relationship, and that he quickly lost confidence in

Hotter. Id. He further states that several months prior to

Ray 1994, "it was decided that Mr. Rotter should be replaced,

however, for business reasons, no action was taken until an ad was

run in the newspaper advertising" Hotter's position. Id.

Scheckter implies that the initial letter to counsel written by

Rotter was issued in response to Rotter's discovery of this ad.

Id.

C. Response of Robert Recredy

Robert Recredy has provided an affidavit regarding the

Commission's Factual and Legal Analysis, as well as argument from

counsel. Attachment 3. The discussion below relies only on the

facts as stated by Robert Mecredy.

Recredy first indicates that the finding made against him

regarding a violation of 2 U.S.c. 5 441e is in error.

Specifically, Recredy states that he was not working for Firearms

Systems at the time that the contribution in question was made,

and did not participate in its making. Jody Scheckter's affidavit

supports this statement. Id. at 9.

7. The recommendation against Robert Mecredy was based on
information provided by then-common counsel. That information
described generally the procedures followed when political
contributions were made by Jody Scheckter, including Robert
Recredy's involvement. The information noted that Janice Dean,
Scheckter's secretary, was not involved in all of the
contributions, but did not make any such distinction with respect
to Mr. Recredy. Once the investigation is complete, this Office
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Nleeredy further states that, in the Spring or Sumer of 1991,

Jody Schecktor began to forward to him all solicitations Scheektor

received for political contributions. Id. at 10. Necredy wmld

review the solicitations and advise Scheckter as to which he

should respond to with a contribution. Id. Once Scheckter and

Mecredy agreed that Scheckter should sake a contribution, Recredy

would give a note attached to the solicitation to Scheckter's

secretary, stating that a check in the agreed amount should be

made out. Id.a The secretary would sake out the check, have

Scheckter sign it, and then deliver it to Necredy. Id. Recredy

would either mail the contribution or hand-deliver it at a

reception. Id. at 10-11.

Necredy expresses surprise that Motter did not apprise him of

the fact that Scheckter had been reimbursed for political

contributions, or that a method to hide this fact had been

invented. Necredy says that he had one passing conversation with

Hotter regarding political contributions, and that at that time,

Rotter asked whether Mecredy knew it was illegal for corporations

to make political contributions. Id. at 11. Mecredy stated that

he was aware of that, and that was why he had Scheckter make

(Footnote 7 continued from previous page)
will ake the appropriate recommendation to the Commission
regarding Mr. Mecredy.

8. Necredy specifically identifies Janice Dean as the secretary to
whom he would give the information. However, as noted in the
First General Counsel's Report in this matter dated October 5,
1994, Janice Dean did not become Jody Scheckter's Executive
Secretary until sometime after April 14, 1992. Thus, Robert
Recredy's account is in error as to whom he delivered two of the
contribution requests.



S'7M"

contributions from his personal account. Id. That wee tu ext ent

of the conversation. Recredy suggests that Rotter made hts

comment *as part of a ploy to make it appear that others at

(Firearms Systems) were involved in, or had approved of, his

illegal reimbursement method.' Id. at 12.

Recredy finds it unlikely that Scheckter would knowingly

violate Federal election laws. Id. He also finds it unlikely

that Scheckter would have been aware that he was receiving

reimbursements for his contributions. Id. at 13. Mecredy notes

that Scheckter is "an extremely busy individual and, by choice and

necessity, has others take care of many matters for him.' Id. at

14. Mecredy points out, for example, that when Scheckter travels

with another Firearms Systems employee, that employee is placed in

charge of obtaining reimbursements for expenses incurred on the

trip by Mr. Scheckter. Id.

D. Response of Janice Dean

Ms. Dean's response is in the form of a letter submitted by

counsel. Attachment 4. Counsel states that Ms. Dean "is a

high-school educated, forty-seven year old grandmother with some

twelve years' secretarial experience before beginning employment

with [Firearms Systems) on may 18, 1992.' Id. at 2. Counsel

states that, until the internal investigation conducted by

Firearms Systems, Dean was unaware of the Commission or its

restrictions, and that, in seeking reimbursement for Scheckter's

political contributions, she continued a practice that had been in

existence for over two years prior to her arrival at Firearms

Systems. Id. at 2-3. Counsel next cites to statements by Robert



Recr in his response to the Commission, regarding Scheckter's

attitudes toward illegal conduct by Firearms Systems or Its

employees. Id. at 3.

Counsel suggests that Ms. Dean would have made every effort

to avoid any impropriety and, had she any concerns in this regard,

she would have discussed them with Scheckter. Id. at 3-4.

With regard to the contributions which were reimbursed prior

to the arrival of Robert Hotter, counsel argues that at worst,

what existed were inadvertent violations of the Act, and that

Ms. Dean acted "completely innocently and in total ignorance of

the requirements of the Act." Id. at 4.

With regard to the contributions which were reimbursed after

the arrival of Robert Hotter, counsel argues that Hotter initially

told Dean that corporations "could not make reimbursements for

political contributions through the normal corporate expense

reimbursement method, but that another method, the appropriateness

of which he was uncertain and about which he had to give some

consideration, could possibly be used." Id. at 5-6. (Emphasis in

original).

Counsel also argues that Hotter never insisted that no paper

trail should be created, and that Hotter neither used nor implied

those words. Id. at 6. Counsel alleges that Hotter told Dean

that "the submission of a formal request was unnecessary, that he,

not she, would handle all documentation, and that all she had to



do was periodically provide him with a note summarizing

Mr. Scheckter's contributions." Id. Counsel further argues that

Dean relied on Rotter's expertise, citing a number of factors.

Id. at 6-7.

a. Response of Firearms Systems

Counsel for Firearms Systems has submitted a response without

accompanying affidavits. Attachment 5. Counsel argues that no

culpability can attach to the corporation, asserting that none of

the corporation's' current officers or employees, with the

exception of Janice Dean, were aware of the reimbursements until

the time of Firearms Systems' internal investigation. Id. at 3.

Counsel further argues that Firearms Systems should not be

held liable for the actions of Robert Hotter. Counsel asserts

that the creation of the reimbursement scheme by Robert Hotter was

"ultra vires and a rogue act", that his actions in no way

benefited the corporation, and that Firearms Systems never

authorized Rotter's actions nor subsequently acquiesced in them.

Id. at 3-4.

Counsel cites Robert Mecredy as stating that Scheckter is

notorious for not submitting any reimbursement requests and that

it would be out of character for him to submit a request for

reimbursement for political contributions. Id. at 6. Counsel

further notes that Mecredy could not have violated the Act, since

he was not employed by Firearms Systems at the time of the alleged

violations. Id. at 5-6.

Counsel takes issue with the findings against Janice Dean.

Counsel suggests that, with respect to the knowing and willful



violations by boan, Ms. Dean understood that Xotter had *devised

an appropriate and legitimate means of making" the relburmontse,

and that Dean did not believe that an illegal scheme had been

created. Id. at 7.

Counsel also points out that, in reviewing Motter's conduct,

it is important to note that he signed the 1993 management

representation letter. Id. at 8. Counsel appears to suggest that

this action by Hotter calls his credibility into question.

F. Interview Notes of Clare Fawkes

The interview notes of Clare Fawkes were previously attached

to the First General Counsel's Report in this matter. See

MUR 4090, First General Counsel's Report dated October 5, 1994,

Attachment 2 at 47-48. The notes indicate that Ms. Fawkes was

interviewed alone at certain times, and with Jody Scheckter

present at others.

Ms. Favkes first states that prior to Robert Motter joining

Firearms systems, she had seen a reimbursement check for Jody

Scheckter for a political contribution. She never spoke about it

or made any inquiry into the reimbursement. While she was aware

that corporations could not make contributions, she did not

realize that corporations could not reimburse individuals for

contributions they made on personal accounts.

Ns. Fawkes states that she had a three-minute conversation

with Robert Hotter in early 1993, in which he mentioned that he

was changing the method for reimbursing Jody Scheckter for

political contributions, stating that he would use a manufacturing

bonus approach. Fawkes states that she replied, telling Hatter



that his doeision was fine with her if that was the best way to

accomplish such reimbursements in his judgment. ?avkes frther

states that she was not aware of any legal issues and that she

thought Hotter was making the changes for efficiency and

streamlining purposes. She claims that Jody Scheckter has no

knowledge of what he is reimbursed for and specifically no

knowledge of the political contribution issue.

G. Interviews of Former Employees

While only one of the individuals had any knowledge regarding

political contributions, they all commented on the atmosphere at

Firearms Systems, and all were in basic agreement that Jody

Scheckter was a very demanding employer and a difficult person to

work for. Several suggested that one's job was never secure at

Firearms Systems. Four of the individuals were able to comment on

Robert Hotter, with three giving him high marks for integrity.

The fourth individual, who left Firearms Systems more recently and

on better terms than the others, blames Hotter for creating the

current turmoil there, suggesting that he is seeking revenge.

This individual also recalls that, prior to Notter's arrival, a

political contribution drawn on a corporate account was returned

to the corporation. See id., Attachment 2 at 6.

III. A NLYSIS

It is uncontroverted that Jody Scheckter made political

contributions and that he was reimbursed for them by Firearms

Systems. It is also clear that Janice Dean processed a number of

these reimbursements, and that Robert Rotter set up a process to

disguise the fact that corporate reimbursements were occurring.



'*"*ee is only unclear as to when Jody Scheckter first knew that

he was being reimbursed for these contributions, and when he first

kaow that such reimbursements are illegal.

Nevertheless, the submissions by Firearms Systems and the

individuals still in its employ, Jody Scheckter, Robert Recredy

and Janice Dean, all seek to portray Robert Hotter as the only

person liable for any violation in this matter, and take special

efforts to convince the Commission that Jody Scheckter is

blameless for any wrongdoing. While these points are made

separately, it is clear from the responses these respondents are

coordinating their efforts. This coordination first became

apparent when counsel for Robert Mecredy sent in a request for an

extension of time, reciting the exact language used by counsel for

Jody Scheckter in seeking identical extension of time. more

recently, the response from Janice Dean cites to the submissions

of Robert Mecredy and Jody Scheckter and the response from Jody

Scheckter references Robert Necredy's submission. Although there

is nothing unlawful about such coordination, it does suggest

caution in affording too much credence to the story until it is

subject to further examination. That is especially true here,

where Robert Rotter and Jody Scheckter are the only individuals

currently identified who can speak with certainty on the issues.

Moreover, the assertions of Firearms Systems and its

employees raise additional questions. For example, as a basis for

their contention that Mr. Scheckter did not know he was being paid

by the corporation for his contributions, the respondents claim

that Janice Dean initially carried out the reimbursements on her



-a iatietiv am that, later, ar. Motter was the Sole corporate

executive who knew about the practice. However, in her interview

notes, Clore Fawkes, the Chief Operating Officer of the

corporation as well as Mr. Scheckter's own spouse, reported that

she too was aware of the corporate reimbursement practice and Mr.

Rotter's role, demonstrating that knowledge of the reimbursement

practice was more widespread.

Furthermore, in contrast to repeated suggestions that it

would be out of character for Jody Scheckter to seek reimbursement

for his expenses, Robert Mecredy has most recently suggested that

Scheckter's practice is to obtain reimbursements, but to have

others obtain such reimbursements for him.
9 The question then

arises as to whether Scheckter was instrumental in having his

secretary, the individual responsible for maintaining his personal

bank accounts, obtain reimbursements for 
political contributions.

10

9. Specifically, Mecredy states that "when Mr. Scheckter travels

with another [Firearms Systems] employee, that employee is placed

in charge of obtaining reimbursement for expenses incurred on the

trip by both the employee and by Mr. Scheckter." Attachment 3 at

14. This is in contrast to other statements which suggest that

Jody Scheckter does not concern himself with being reimbursed for

expenses. See Attachment 2 at 17 (Scheckter affidavit, wherein he

states that-i "is often chided about not submitting anything for

reimbursement from the company." cf. MUR 4090, First General

Counsel's Report dated October 5, M-4, Attachment 2 at 15

(Mecredy interview notes, wherein he states that Scheckter "is

notorious for not submitting anything, including meals or business

travel for reimbursement, so it would be totally uncharacteristic

for him to direct that he be reimbursed for these political
contributions.").

10. Janice Dean's statements are inconclusive in this regard.

Although in her interview statement she suggested that she

processed such reimbursements on her own volition, counsel for

Janice Dean has more recently stated that the practice of

reimbursing Jody Scheckter for political contribution had been in

existence for two years prior to Dean's arrival.



As noted 4bove, different stories are being told, and

discovery will be necessary to resolve the inconsistencies.

IV. DI8....T ,LM

in order to discover relevant information, this Office

believes that depositions should be conducted, and documents and

written answers should be obtained.

Attached for the Commission's approval are a Subpoena to

Produce Documents and Order to Submit Written Answers to Firearms

Systems, and a Subpoena to Produce Documents to Jody Scheckter.

Both document subpoenas requests all documents related to

political contributions by Jody Scheckter. Such documents would

include solicitations, copies of checks and documents relating to

reimbursements. The questions to Firearms Systems request a

description of the normal process by which Jody Scheckter's

expenses are reimbursed, and the identities of all persons who

were involved in that process, during the period in question.

Additionally, this Office recommends that the Commission

approve appropriate deposition subpoenas for Jody Scheckter,

Robert Recredy, Janice Dean, Robert Hotter, Clare Fawkes and the

individuals to be identified as being involved in the

reimbursement process. The inconsistencies in the versions of

events told by Motter and Scheckter, Dean and Mecredy, and the

internal conflicts between Mecredy's statements, as well as the
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need to find out how the procedure for reimbursing political

contributions got its start, suggest that depositions are

appropriate.

IV. RKtCOIUIUD ATION

1. Approve the attached Subpoena to Produce Documents and Order
to Submit Written Answers to Firearms Training Systems, Inc.

2. Approve the attached Subpoena to Produce Documents to Jody
Scheckter.

3. Approve the appropriate deposition subpoenas for Jody
Scheckter, Robert Mecredy, Janice Dean, Robert Hotter, Clare
Fawkes, and the individuals to be identified as involved in
the reimbursement process.

4. Approve the appropriate letters.

Lawrence M. Noble
General Counsel

_ ___ BY: ft

Date L ois7Gl L en ner
As& te General Counsel

Attachments
1. Submissions of Robert Hotter
2. Submission of Jody Scheckter
3. Submission of Robert Mecredy
4. Submission of Janice Dean
5. Submission of Firearms Systems
6. Subpoena and Order to

Firearms Systems
7. Subpoena to Jody Scheckter

Staff Assigned: Tony Buckley
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DATE:

SUIJECT:

FEDERAL ELECTION COMMISSION
wASMt1%CT0% 0 C fOt3

LAWRENCE M. NOSL2
GENERA COUNSEL

MARJORIE W. ENRONS/LIS9A R. DAVISd4C
COMM ISIONK SCREITAAY

APRIL 6, 1995

MUR 4090 - GENERAL COU LS REPOR

DATED MARCH 31, 1995

The above-captioned document was circulated to the

Commission on MONDAY, APRIL 3. 1995 at 1i!nf --

Objection(s) have been received from the

Commissioner(s) as indicated by

Comissioner Aikens

Commissioner glliott

Comissioner McDonald

Commissioner McGarry

Commissioner Potter

Commissioner Thomas

This matter will be placed

the name(s) checked below:

xxx

on the meeting agenda

for TURSDAY, APRIL 18, 1995

Please notify us who viii represent your Division before

the Commission on this matter.



ri M 4090
Firegm Training Systems, Inc.; )
Jofy D. sheokter;
Robert Nottor)Robert Inoeredy ;

Janice Dean )

CERTI FICATION

I, Parjorie W. Rmons, recording secretary for the

Federal Ilection Commission executive session on April 16,C
1995, do hereby certify that the Commission decided by a

vote of 6-0 to take the following actions in MUR 4090:

1. Approve the Subpoena to Produce Documents
and Order to Submit Written Answers to
Firearms Training Systems, Inc,, as
recommended in the General Counsel's
March 31, 1995 report.

2. Approve the Subpoena to Produce Documents
to Jody Scheckter as recommended in the
General Counsel's March 31, 1995 report.

3. Approve the appropriate deposition
su6poenas for Jody Scheckter, Robert
Necredy, Janice Dean, Robert Hotter,
Clare Fawkes, and the individuals to be
identified as involved in the reimbursement
process as recommended in the General
Counsel's March 31, 1995 report.

(continued)
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Federal Election Commission Page 2Certification for NUR 4090
April 18, 1995

4. Approve the appropriate letters as recommendedin the General Counsel's March 31, 1995 report.

Commissioners Aikens, Elliott, McDonald, McGarry,
Potter, and Thomas voted affirmatively for the decision.

Attest:

DaeMarjori m. mons
ecretary of the Comission

Date



FEDERAL ELECTION COMMISSION
WASHINCTON. DC. MW

Aprn 24s /MS

CERTIFIED NAIL
RETURN RECEIPT REQUESTED

Gerard Treanor, Esq.
Cacheris & Treanor
1100 Connecticut Avenue* N.W.
Suite 730
Washington, D.C. 20036

RE: MUR 4090
Jody D. Scheckter

Dear Mr. Treanor:

On October 27, 1994, your client, Jody Scheckter, was
notified that the Federal Election Commission had found reason to
believe he violated 2 U.S.C. SS 441b(a), 441e and 441f, and
knowingly and willfully violated 2 U.S.C. 5 441b(a) and 441f,
provisions of the Federal Election Campaign Act of 1971, as
amended.

Pursuant to its investigation of this matter, the Commission
has issued the attached subpoena requiring Mr. Scheckter to
provide information which will assist the Commission in carrying
out its statutory duty of supervising compliance with the Federal
Election Campaign Act of 1971, as amended, and Chapters 95 and 96
of Title 26, U.S. Code.

It is required that your client produce all documents within
30 days of your receipt of this subpoena.

If you have any questions, please contact me at (202)
219-3690.

Sincerely,

To ckley~
Alttdrney

Enclosure
Subpoena
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In the Matter of ) 4090

SUBPOENA TO PROUCE DOCU ----

TO: Jody D. Scheckter
c/o Gerard Treanor, Esq.
Cacheris & Treanor
1100 Connecticut Avenue, N.W.
Suite 730
Washington, D.C. 20036

Pursuant to 2 U.S.C. S 437d(a)(3), and in furtherance of its
investigation in the above-captioned matter, the Federal Election

Commission hereby subpoenas the documents listed on the attachment

to this subpoena.

Notice is given that these documents must be submitted to the
Office of the General Counsel, Federal Election Commission, 999 Z

Street, N.W., Washington, D.C. 20463, within 30 days of your

receipt of this subpoena. Legible copies which, where applicable,

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



of the t~d'*tal 41 tie" Comsson

has beovato set hUs hooid in Washintons, D.C. on this Off iSday
of . * 95.

For the Conmission,

DaZnny . McDonald
Cha i rda

ATTEST:

Secrea&ry to the Comission

Attachments
Instructions and Definitions
Document Request (I page)
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IW5?UUCYIONS

In answering this request for production of document$,
furnish all documents, however obtained, that are In potoossion
of, known by or otherwise available to you, including documents
appearing in your records.

Should you claim a privilege with respect to any documents,
requested by any of the following requests for production of
documents, describe such items in sufficient detail to provide
justification for the Claim. Each claim of privilege must specify
in detail all the grounds on which it rests.

Unless otherwise indicated, the discovery request shall refer
to the time period from February 1, 1990 to July 31, 1993.

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

DEFINITIONS

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

"You" shall mean the named respondent in this action to whom
these discovery requests are addressed.

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

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



* €1 '1 Or .e-aL1,* n * uents ltdo
reiabur:eaat8 for such contributions.
2. Pot b period July 1 1993 through December 1, 1993, produce

all documents related in any vay to the reimbursenent of you for
any expenses by Firearms Training Systens, Inc.
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WASHINGTON. OC *3
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CEITIVI3D NAIL
RTURN RECEIPT RgouETsD

Thomas 3. Kelly, Jr., Esq.
Venable, BaetJer, Howard & Civiletti
1201 New York Avenue, N.V.
Suite 1000
Washington, D.C. 20005-3917

RE: MUR 4090
Firearms Training Systems, Inc.

Dear Mr. Kelly:

On October 27, 1994, you were notified that the Federal
Election Commission had found reason to believe your client,
Firearms Training Systems, Inc., violated 2 U.S.C. SS 441b(a),
441c(a)(1), 441e and 441f, and knowingly and willfully violated
2 U.S.C. 5S 441b(a), 441c(a)(1) and 441f, provisions of the
Federal Election Campaign Act of 1971, as amended.

Pursuant to its investigation of this matter, the Commission
has issued the attached subpoena and order requiring your client
to provide information which will assist the Commission in
carrying out its statutory duty of supervising compliance with the
Federal Election Campaign Act of 1971, as amended, and Chapters 95
and 96 of Title 26, U.S. Code.

It is required that your client submit all answers to
questions under oath and produce all documents within 30 days of
your receipt of this subpoena and order.

If you have any questions, please contact me at (202)
219-3690.

Sincerely,

Tony Buckley
Atto ~ney/

Enclosure
Subpoena and Order
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)
In the Matter of ) MM 4090)

8UBIPOX11 TO PIOCMMcp

TO: Firearms Training Systeas, Inc.
c/o Thomas J. Kelly, Esq.
Venable, Saetjer, Howard & Civiletti
1201 New York Avenue, N.W.
Suite 1000
Washington, D.C. 20005-3917

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

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

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Subpoena.

Legible copies which, where applicable, show both sides of the

documents may be substituted for originals.

Such answers must be submitted under oath and must be

forwarded to the Office of the General Counsel, Federal glection

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

with the requested documents within 30 days of receipt of this

Order and Subpoena.
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has heren.Aatt his hand in washington, O.C. on this day
* .* 4

For the Comission,

Chairman

ATTRST:

Scrc ry to the Comission

Attachments
Instructions
Definitions
Interrogatories and
Docunent lequests (1 page)



INSTRUCTIONS

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

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

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

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

Should you claim a privilege with respect to any documents,
communications, or other items about which information is
requested by any of the following interrogatories and requests for
production of documents, describe such items in sufficient detail
to provide justification for the claim. Each claim of privilege
must specify in detail all the grounds on which it rests.

Unless otherwise indicated, the discovery request shall refer
to the time period from February 1, 1990 to July 31, 1993.

The following interrogatories and requests for production of
documents are continuing in nature so as to require you to file
supplementary responses or amendments during the course of this
investigation if you obtain further or different information prior
to or during the pendency of this matter. include in any
supplemental answers the date upon which and the manner in which
such further or different information came to your attention.
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0D7FUIYOUS

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

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

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

aDocument" shall mean the original and all non-identicalcopies, including drafts, of all papers and records of every type
in your possession, custody, or control, or known by you to exist.
The term document includes, but is not limited to books, letters,
contracts, notes, diaries, log sheets, records of telephone
communications, transcripts, vouchers, accounting statements,
ledgers, checks, money orders or other commercial paper,
telegrams, telexes, pamphlets, circulars, leaflets, reports,
memoranda, correspondence, surveys, tabulations, audio and video
recordings, drawings, photographs, graphs, charts, diagrams,
lists, computer print-outs, and all other writings and other data
compilations from which information can be obtained.

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

"And" as well as "o*shall be construed disjunctively or
conjunctively as necessary to bring within the scope of these
interrogatories and request for the production of documents any
documents and materials which may otherwise be construed to be out
of their scope.
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INTKRROGATOUIK8

1. Identify all of the steps that take place in your noCmal
process for issuing reimbursement checks to Jody Schockter for
business-related expenses.

2. Identify and state the role of all persons involved in any way

in the process described in answer to Question 1.

PRODUCTION OF DOCUNZWS

1. Produce all documents in any way related to political
contributions by Jody Scheckter, including, but not limited to,
solicitations, checks, bank statements, computer records,
electronic mail or "e-mail", and documents related to
reimbursements for such contributions.

2. For the period July 1, 1993 through December 1, 1993, produce
all documents related in any way to the reimbursement of Jody
Scheckter for any expenses.
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May 17, 1995

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

Re: MUR 4090
Firearms Training Systems, Inc.; Jody D. Scheckter,
Janice Dean- and Robet Mecredv

Dear Mr. Buckley:

I am writing on behalf of this firm's client, Firearms Training Systems, Inc. ("the
Corporation"), and Gerard Treanor of the firm of Cacheris & Treanor and his client, Mr. Jody D.
Scheckter. On behalf of the Corporation and Mr. Scheckter, I request a 20-day extension on the
return date for the subpoenas and order served on this firm and Cacheris & Treanor with respect
to the Corporation and Mr. Scheckter.

The extension is required because we are advised that the necessary documents will not
be available for preliminary review and copying by the Corporation until May 30, 1995. Once
the records have been copied, counsel need to review them to eamm that they comply with the- Md order.

We understand that if a 20-day extension is granted that the new return date on the
subpoenas and order will be June 21, 1995.

Mr. Treanor has informed me that he is providing your office with a letter which
authorizes us to communkate with you on his behalf and Mr. Scheckter's with respect to the
subpoena and order.

Thank you for your attention in this matter.

Sincerely,

Thomas J. C~e
cc: Gerard Treanor, Esq.
2DOCSI.1066.01

WTNABTL
£?!O@SNIVS AT LAW

*bs0 IOM C.
WAS"A

cn: a.. -I

-2.t
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may 18. 1995

Thomes 0. Cooper, asq.Vonabi, "Ietjor, Rovard G Civiletti1201 Mew York Aveaue, W..
Suite 1000
Washington, D.C. 20005-3917

RE: MUR 4090
Firearms Training Systems, Inc.
Jody D. Scheckter

Dear mr. Cooper:

This Is in response to your letter dated May 17, 1995, whichwe received on that same date, requesting extensions of 20 daysfor your client, Firearms Training Systems, Inc., and forRespondent Jody D. Scheckter, to respond to the Federal ElectionCommissions subpoenas and Orders in this matter. (Counsel forMr. Scheckter has authorized you to make this request on hisbehalf). After considering the circumstances presented in yourletter, and in our more detailed telephone conversation yesterday,the Office of the General Counsel has granted the requestedextensions. Accordingly, the responses are due by the close ofbusiness on June 21, 1995.

If you have any questions, please contact ae at (202)219-3690.

Sincerely,

TnBuey
At BuckeAtt 0rney
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May 17, 1995

V7A FA-iTUrT .&

Anthony T. Buckley, Esquire
Federal Election Commission
Room 621
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 4090
Firearms Training Systems, Inc.; Jody D. Scheckter;
Janice Dean: and Robert Macredy

Dear Mr. Buckley:

By this letter, I hereby authorize Thomas J. Cooper of thefirm of Venable, Baetjer, Howard & Civiletti to act on behalf ofthis firm and its client, Jody D. Scheckter, with respe-t tocommunications to obtain an extension of the return date for thesubpoena d j served on this firm with respect toMr. Scheckter.

Thank you for your assistance in this Satter.

Very truly yours,

Gerard Treanor

cc: Thomas J. Cooper, Esquire .

6.
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Anthony T. Buckley, Esq.
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Dear Mr. Buckley:

I am writing on behalf of this firm's client, Firearms Training Systems, Inc.
("the Corporation"), and Gerard Treanor, Esq. of the finn of Cacheris & Treanr and his client,
Mr. Jody D. Scheckter.

I am enclosing materials in response to the Federal Election Commission's
subpoenas of April 24, 1995, to the Corporation and to Mr. Scheokter. Mr. Treanor has
authorized me to make production of materials in respone to the subpoena issued to
Mr. Scheckter. He has also informed me that he is providing your office with a letter which
authorizes us to take this action.

While our clients have complied with the subpoenas to the best of their ability,
there were domets, as we discussed previously, which ae within the scope of the subpoenas
and which are in the possesion of the Federal Bureau of Investigatice.

Although we had the assistne of the Bureau in obtaining copies of some of the
enclosed material, and while we believe the production is complete with respect to all documents
in the possesio of the Corporation or Mr. Scheckter, we cannot guamnwe that copies of all
relevant documents held by the Bureau have been produced. In light of the unusual
circumstances associated wih the production of documents in response to your subpoenas,
namely, that some aplicabxle documet were in the possession of the Bureau, we were unable to
conduct the type of intense document search that is our practice in respndtn to subpoenas. Of
course, we will immediately produce any additional relevant documents which we obtain.

Sincerely,

T a Cooper

Enclosure

DC2DOCSI 114101



BEFORE THE FEDERAL ELECTION COMMISMON
kteMgerof ) tam

MUR 4090

EARM TRAINING SYSTEMS, INC.'S ANSWERS
TO THE ORDER TO SUBMIT WRlNr1N ANSWERS

1. Identify all of the steps that take place in your normal process for isun riNbursem n

checks to Jody Schecktcr for business-related expenses.

Mr. Sdmchewr's secetary from time to time subwd requests for 1rins meet of vwious budues
relatd expenses incurred by Mr. Scheckter. The norml process for all employee eekig an
expee reartuV IrPent was to complete an expense report with all relevant receipts and supponting
docum-nttion attached to the expense reimbursement request The original or top copy of an
expense report, with attachments, was submitted to the accounting depament for approval and
reinuasemn t, and processed for payment. The accounting personnel would verify the total was
correm reeps and sporting documentation matched the amounts being claimed, the apuiate
accouaMW codes assigned, and were then either entered into the accounts payable computer system
or aum lcheck was issueddepedingupontheurgnyoftrequest. The secremywanot
dfted by Mr. Scecker to obtain rt for his business eqmses, imchxfp
co t_ am! Mr. Scheckter was not aware of reimburseFents made to him.

11c sao y kept Mr. Scheckaer's checkbook, and when she wrote a check which she befived wa
for a bsus rehid expense, ie, on her own initiative and as paut of her dutdes, would submit do
iem for Punm . She would also submit expense reimtrsement request for business relsed
travl amd, -im -- as and when she found recets andor suppr docu on to turn into
aoumnting.

At some point early in 1993, the procedure for reimbursement of political contributim was

ciWged. When the secretay sought reki trsm for a pofltial contribution in the normal 1ma ,
Mr. Robw Mone, the ten OWi Fmncial Ofer of the Cxporation, advised her that it was not
proper for a conm y to make such reimbursetnts. Mr. Motter then advised the secatty dit
eibu1enut ix such i could be nude if they were submitted quarterly in arres, and



inbnlum - pw ib 1mumrcm ams oion& she CImili:m.

lb. 8~ ~ mom ft dIsmEs hop ftIe~ ~n~su ft cm -as'h& o lb ay ft fp oA O com e. Mehh Arn &M oumrmmm Urn dxepobo Mr. Scecks a~m as a nmw of coue. The -, rqet

Sled by td suocuy on beff of Mr. Sc3 er w a lly nude withow Mr. SchrackwI's
kowe, dheclon or nmvaL Mr. Secker A ypicoy did not psMaly submit any expenM
en fin bahd. uks, if rmei-I-P went md did not know any of the deails of his own fluace

2. Identify and stae the role of all persoas involved in any way in the process described in
nswa to Questo 1.

Answer.

In a good M aist toa u s conylewly thUt id mop s we iag by nmnr and
job tle AS prons who weeiev could hmsw been involvod in the rem 1 drins
di qg&b* dm L Th*eob iOs um kdas of dro ma in to procem Since we hmv
if uqimsud on se dme of -q --e---e-ss, we mo- that sPoa of these pesms may not have had
a qiecc or mlevam role wi o tra qp&,sat pauot l fegoing is provided in uifac of
y aim n U at *xa* do e of eah person who ny be capal of funishinma m n oa w n-ng Ur twines glua

I



Job r7e

OCak

-<-~~

Nam

Last arn AAm
1826F FW Ave
Atlants, GA 30309

Name

Sharon Luke
La Knewn Adrss
2204 Park Lake Lane

') Norcross, GA 30092

Jobd

Sewa Acomsat 18 Nov 1991 N/A

La Known
Work TeL Number

Date Emsployment Beg.. Date Emlo mentEnd
(1 remaw pwid)

27 Nov 1992 21 May 1993
Work TeL Number
Lat Known

Name Job 7Yth

Caroe Ge Supisearal Accounti
Last Known A&lb= Lawt K

- 3664 CourA e Tena Home
_ Norcros GA 30092

Name

Lynme Robertson
as Known Address

3678Di M Apid4
DoraWli, GA 30340

Job Tie

Accou Oerk

Dat Empoyment Ben E mt eft

(W~ Idey pined)
n 4 May 1993 N/A

mown LastKnown
TeL Number Work TeL Number

Date Employment Bean Date Employment Emded

(if dwinri.. u~v paed
15 Nov 1991 N/A

Last Known
Howe TeL Number

Last Known
Home TeL Number

Home TeL Number
Last Known

Last Known
Work TeL Number



N Jb Two

Penny Laniy (31Ck) Aycow tN

Laat wwvA=
1880 Huqso Ris Rod
Norcos, GA 30093

Name Job TMe

Ckgg 6 Nov 1989
LdWAfmm La
/S TeL Number WO

Dae Employment Began

Jim McRancy Controul

Last Known Adess Last Know.

114 Bunkers Trwe Home TL Number

Warner Robins, GA 31088

5 Set 1989

1 Sep 1993- nWd in 1995

TL Numbr

Dde Employment Ended
(3dw28 rDm p

28 Dcc 1990

Last Known

Woo* TeL Number

Date Employment Begn Dat Employment Ended
(If Erg rdevae r)

n' Gary Meyer Director of Fnanc & Accounting 28 Jan 1991

LAst Known Address Last KLa"

5049 Sirron CL Home rL Number won

Dunwoody, Ga 30338

31 Jul 1992
Known
I TeL Number

*,3- Name Job Tit

Clare Fawkes COief

Last Known Addess
S4500 Cdacnraig

Alphareua, GA 30202

3wadng Ofm
At Ken

Hew TeL. Na

Dte Employmen Beg n Date Emp-m Ended
(i rdet perhM

1984 N/A

Last KNwm
mtber Work TeL Number

Dak Employment Beg Date Employment Ended
(Ifrh t rd t pam)

Jody Schec r i
Last Known Address
4500 Canwaaig

Alphar tt, GA 30202

1984

LAst Known
hme TeL Number

Las Known
Work TeL Number

Name Job Tit

Name Job Titl

N/A



:'~

NW. Job7ft

Robert Mom C
.at LnuuAmm

4474 IT--R rEe
Suwanee, GA 30174

Name

Home TeL N.

Job Titl

Marilyn Meulier
Last Known Address
6041 Coventry Cr.

~ Alpharetta, GA 30201

r Name

23Nov 1992 N/A

Work TeL Numberubher

Date Employment Began

Exe. Secretary 14 Mar 1991
Last Known

Hewe TeL Number

fob Title

Krista Talbot Accounting Clerk
Last Known Address
3900 B Springs Lane

" Norcross. GA 30092

Date Employment Began

2 May 1990
Last Known
He TeL Number WON

Dat Emploment Ended

(Vriq re~ t pAled)
2 Aug 1991

t Known

rk TeL Number

Date Employwxt Enbd
(fdriqt irenoa paled)

22 Nov 1991
Known

* TeL Number

Name Job Tit

Janice Dean Exe. Secw
Last Known Addres
3X66-G Westchase Village Lane
Norcross, GA 30092

tary

Las~
Home

Dae EmpmentBegan D&t Employment Ended
(if ,w remvam paid)

I8 May 1992 N/A
NOwn la Known Last
TeL Number Work TeL Number

4

4



Nam

Jean Doiwed A
L~sa Knum A

220 Lacn Qowt,
Dunwoody, GA 30350

Name

Ad M~t
LAW
Howe

job T

Nina Frasier
Lat Known Adde=s
1383 Branch Drive
Tucker, GA 30082

Exe. Secreury

(I rd -o m W*

15 Jan 1993 9 Mar 1993

TeL Number W* TeL Number

Date Employment Began Dat Ea lemet Ended
(if br mm period)

21 Oct 1991 24 Apr 1992
Last Known

Home TeL Number

Name Job Titl

r) Susan Bruno S.
-, Last Known Addres

Rt. 3. Box 177-2
Dahlonegna. GA 30533

m Name

les Secretary

Job Tilk

Veronica Thomas
01 Last Known Add m

3402 Wynnewood Ln.
Duluth, GA 30136

Date Employment Began Date Empkymet Ended
(If rMemo priod)

12 Sep 1989 28 Feb 1991

Last Known

Home TeL Number

Date Employment Beg"n

Tcmrary Qerk 5 Jan 1990
LAsT Known
Home TeL Number

Ls Known
Work TeL Number

Date Employment Ended
( remo perid)

Unknown
Las Known
Work TeL Number

Last Know
Work TeL Number



T M, o, to t sac , tM aft I by Thm J. Co"wl. a ErBq. d mmd .
lAvalec, EAq. of the firm of Venable, No*ie, *bwwd & Ovileul, id revkwvd by OMa Fawkm,

fOpmdng Offir of a ='-u s Inc.

I smea or affm r the penalty of pejr, that the foregoing responses true and conplt to
the best of my knowledge and belief.

Date: 'A Lb

Ficaims Training Systems, Inc.



Resposse to EC Subpoea

June 21, 1995

More1 OOM IFrom R. Wade to C. Fawkes, re: ______i dn
R - oo '1 Latter From V. Fazio to C. Fawkes, re:10/28 recap1on

00007 - 000006B 101309 Letter From J. Scheckter to V. Fazio re: 10/28 rceplon I
.... 2/13/90

000009 - 000009 3/7 Check Register Check Register i
000010 - 0010 11/21 hkFATS check payable to J. Schecktar, $2,000 1Personal check frorn J. Scheckbr to O

O I - 000011 10/2 1 m he Congressional C, $2,000
Back of personal check from J. Schcke to

000012 - 000012 10/22/91 Check Democratic Congressional Committee, $2,000 1
Reimbursement Request for Demrocratic

000013 - 000014 1 1,91EXpense Report Congressional Committee Reception
Reimbursement Request for Democratic

000015 - 000015 11/12191 Expense Report Congressional Committee Reception 1
000016 - 000016 10/25/91 Fax RSVP to invitation of DCCC reception 1

000017-000023 Corespondence Re: DCCC reception 1
FATS check for $2,000 to J. Scheckter and

000024 - 000026 4/13/92 Check supporting documents
5/11/92- Misc. correspondence re: John Glenn for Senat

000027 - 000033 5/2702 Corespondence reception I
FATS check to J. Scheckter for $500 and retied

000034- 7 9/11/ Check documents I
00003- 000041 8/1 Expense Report Re: contibution to R. Ray and relate docIumnts I

FATS check to J. Scheckter $1,000 and reied
ODOM -000048 1 documents 1

00004 - 000040 vaoul Checks Copies of J. Scheckter personal checks I
J. Scheckter personal check, $1,000 and relied

000050 - 000051 2113 Check document I
FATS check to J. Scheckter for $435.01 2

0006-000055" xense Report Expense Report and related documents 2
0066 - 000068 1011M Expense Report Expense Report and related documents 2

000096 - 000062 _ _ Expense Report Expense Report and related documents 2
003 - 000 I2 Expense Report Expense Report and related documents 2

000067 - 000067 2/1 Check J. Scheckter personal check for $500 1
From R. Motter to L. Robertson re: J. Scheckter

0000g8 - 000068 4/14M9 Mmo BonusI
SFrom R. Motter to L. Robertson re: J. Shdt

0(X0W9 - OOXX)S 414193 Memo Bonus I

00070 - 0000711 7/16/qPvr Register Autopay Payroll Register 2

fclO1 Is7
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October 4, 199.

Mr. Mark Sanders
Ginn, adingtos, Wae t Sanders
1260 South CM Center
Atlanta, GA 30303

Dear Mark:

The Georgia Delegation, along with the Democratic
Congressionl Campaign CaiJttee (DCCC), would like t6
extend an invitation for you to join us at a very
special event in Atlanta with the Speaker of the U.S.'
House of Representatives , the Hono le os .S.
Po e II . . ... 2

ig'I at The CcmneEQ-a*t, 34 bros8 treet, frcm 5
o'clock until 7 o'clock in the evening.

""....... DC i our natiocal p itical Oynltion
which assists Xouse mers personal caupaign
cocm.ttees with an extensive list of services including
the media facilities, fundraising, research, and
consulting sorvi-ee.

With the poseLbility of A many as 300 open or
highly competitive Con eswional races -- and more
impOrtantly, the fact that Democrats will be running in
new districts in our own state a- we face a political
and financial challenge unlike any in two decades. We
need your support to met this challenge and would like
you to contribute $1,000 to this event.

30 SOWN lnI S_ If - C 30M0 - 021 O&IS

94IM



We look gotward t@. 5.9)4 yOU on October 28th, however, itf you
are unable to atteoft* we *Vtrciat* your financial support.

owifl@. ely
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DIRRCTIOMS TO c~w "R CLUB

65 South to Exit 99 (Williams Street).

Follow Williams Street until it deadends into International

Boulevard.

Turn right onto International Boulevard. 
Go 1 block.

Turn left onto Techwood.

Go to the next stop liqht and turn left onto 
Walton.

continue on Walton to the 4th stop light.

Turn right onto Broad Street.

Entrance to the Commerce Club garage is on the right.

009004



HOUSE OF REPRESENTATIVES

WASHINGTON. D.C. 20511
VIC FAZIO

FoURTH DsmCT October 30, 1991

Mr. Jody Scheckter
and Ms. Clare Fawkes
Firearms Training Systems, Inc.
110 Technology Parkway
Norcross, GA 30092

Dear Jody and Clare:

Thank you for helping the Georgia delegation
hold a successful reception for Speaker Tom Foley on
October 28.

Your support is vital as we work to maintain a
Democratic majority in Congress. I look forwird to
working with you over the election cycle.

Again, thank you.

Sin erely.

iIVFV 9w I

Vl o~ i a

4i 00
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Sin erely,

VI FAZIO

ftw P W At ft %wn.,

a Am n Yen 0g~M*

A

HOUSE OF REPRESENTATIVES

WASHINGTON. D.C. 20515
VIC FAZIO
o , DISMIT October 30, 1991
CALOQRMA

Mr. Jody Scheckter
and Ms. Clare Fawkes £

Firearms Training Systems, Inc.
110 Technology Parkway
Norcross, GA 30092

Dear Jody and Clare:

Thank you for helping the Georgia delegation
hold a successful reception for Speaker Tom Fbley on
October 28.

Your support is vital as we work to mai4ain aDemocratic majority in Congress. I look forward to
working with you over the election cycle.

Again, thank you.

1:

• _ m



October 30, 1991

Congressman Vic Fazio
Chairman
Democratic Congressional
Campaign Committee

430 South Capitol Street
Washington, DC 20030

Dear Congressman Fazio,

I enjoyed meeting you on Monday evening and having the opportunity
of explainirS FATS to you. It was a most entertaining evening and
it was good to see the support given to the Georgia Delegation.

we were intrigued by your introduction to Congressman Foley, as
Speaker of the House being the equivalent to the Prime Minister at
the House of Commons. Being a little more familiar with British
politics than American, do we assume, therefore, that President
Bush is Queen?

I hope that our paths may cross again in the not too distant
future. You will always be welcome to visit our facility in
Norcross for some hands-on simulator shooting practice. I have
enclosed a list of the law enforcement agencies in California that
are utilizing FATS training for your information.



Fed

US Border Patrol
US Border Patrol
US Border Patrol
US Border Patrol
US Internal Revenue Service
US Postal Service

U-~rs

oral Agencies

Dubl in , CA
El Centro# CA
Laguna Niguel, CA
San Ysidroo CA
San Francisco, CA
San Bruno, CA

State and Local Law Enforcement Agencies

California Dept. of justice/Bureau Narcotics

California Highway Patrol
California State Police
Federal Reserve Bank of San Francisco
Long Beach Police Dept.
Los Angeles Police Dept.
Mendocino County Sheriff's Dept.
Mountain View Police Dept.
Orange County Sheriff's Dept.
Pasadena Police Dept.
Richmond Police Dept.
Sacramento County Sheriff's Dept.
San Diego Police Dept.
San Diego Sheriff's Dept.
San Francisco Police Dept.
San Joaquin Risk Management Group
San Joaquin Sheriff's Dept.
San Luis Obispo Police Dept.
Santa Clara County Dept. of Corrections

Sacramento, CA
Sacramento, CA
Sacramento, CA
San Francisco, CA
Long Beach,, CA
Los Angeles, CA
Ukiah, CA
Mountain View, CA
Orange, CA
Pasadena, CA
Richmond, CA
Carmichael, CA
Sarn Diego, CA
San Diego, CA
San Francisco, CA
Delano, CA
Stockton,, CA
San Luis Obispo, CA
M~ilpitas, CA

Criminal Justice Institutes & Private Agencies

Golden West College
Shooting Simulator Service

Huntington Beach, CA
Whittier, CA

Rev: October 31, 1991

001.008
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FIREARMS TRAINING SYSTEMS, INC.
OPERATNO ACCOUNT

110 TEXHNOOGy PARKWAY 448-7318
NORROSX GA 30G W

EcKNo. 003361
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JODY D. SCHECKTER " 0922
6oM COURTSID DR " t F 2'5 DR.pr - .-7
NORCROSS, GA 30092 -
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F1Wa ~ ED carnaL,. uMAoeuI" CA ZCARDV RAY LINDSAY THMS J. ROY ROWLAND
- 51O3Y DARDEN JOhN LEWIS DEN IONRI

INhVITE YOU TO A RECEPTION

HONOR'IG"

THE HONORABLE THOMAS S. FOLEY

THE C0I4EXCE CLUB

MONDAY, OCTOBER 28, 1991

5:00 - 7:00914
.-.. Yes. X vii attend the DCCC reception for fpeaker Foley.

I Vili bring my check for $2,000 to the receplad.

X cannot attend, but wish to offer my support. Ruclosed
a contribution for $

Pleas. make checks payable to:

Demcratic Congressional Camaigi Counittee
430 South Capitol Street, SE
Washington, DC 20003

l be tfolltawg antozmeulaoa Is requlred by the ilC:

SJody Scheckter Clare Favies

OICUPATION Rmsident IA13iMa t Director

DWWTOYZ, Firearms Training SystM# Inc.
bIIQADDRESS 'in ec lcxrov ftrkvay

Norcross, GA 30092

DAYTZM TELIPRONE 404-448-7318

1w4tbw tOs SM we net tu dvmthi e for f.fl*t I tM VAMrMM4. l"lsel4cj1tatlm CAhowdad tog ,es* m e-,

0200014. -X TIVITTr RE[PORT. 18/25/91 M719 513 F.ST.S. O

"'UP

is
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ED JUNKINS
6 AY LNDSAY T h.AS"AM D JOHN LEWIS

INVITE YOU TO A RAMPTICO

HONORIM

THE HONORABLE rHOM4s S. 1014Y

THS COM4GRCN CLAM

MDAY# OCTOBER 26. 1991

S:0 - 7:00H
... Yes, X will attend the DCCC reception for Speaker Foley.

I vil bcing my check for $2,000 to the rec tIon.

I cannot attend, but wish to offer my support. Enclosed
aotrbution for $

Please make checks payable to:

Democratic Congressional Campaign Comittee
430 South Cpitol Street, SR
lbsbngiton DC 20003

is

£.I eu]Lrgl afzutioa if rulred by the 13C:

Occu ATION President tRi9flt Director

G ADRSS 1oii Tachnoioav Ear y

- ...... NrczuGA 3M02

tYTI T PJWU 404-448-7318

G tm tt ghg Ig ee ist t" dm Ittbie for ftdwM I em p j__5 lIo s 1llc t ta I.-. -__-
- O- l adgo a ge ** " * .. -

A ACTIVITY RI

80001
EPORT * 18/25/91 lM19 585369 F.A.TS.

~5~UKTEL COHECIft 10, T $h .li:511? S

Ike



p

~c 16 %@aO: 3Doe

C.t-' a 0,, Qr f" n 3

' " " -" :..,.,,.J J : IR,3 -.)..) ) ) ,e s

NA $&'~ \~ ~1\

. 5 "--".

F

r c - I

[Cm" 0 t.q

I.c a
-I

:~ pO- . .... d% 3.3 (} - ) ) J ) )Y)O

60 _!..) .- 2". .. 3 3 _)- J ) ) l

0~~ S 'J.,3 9

( 0 Q 3. " 3 el
,., 41 .,, ., G -J eoJoJJ l

() 000, 0

z/3Y)7

I .ft _ __



cl' LINDSAY TINK . O sWmu
AM ! e M JOHN LEWIS u

INVIT YOU TO A iNCEPISON

HONORIMq

THE HONORABLE THOMAS a. FOLgi

THi COHMt4Cs CWD

INDAY# OCTOSI 28. 199L

500 - 7:00JP4
-x.._ Yea. I will attend the DCCC reception for Speaker Foley.

I will bring my check for $2,000 to the reception.

I csanot attend, but wish to offer my support. Enclosed isa contribution for $ ......

Please Wake checke payable to:

Deincratic Congressional Ca ign CoMitte
430 Swoth Capitol Street, S]
UBa1A1ag eo, DC 20003

.li.mag isfo~mtio 1. required by the FEC:

OOgklZ President  , ' D r_
Jody~i wcke Care t Darecto

MEMO= Firearms Training System., Inc.
• DI)P.Ei $j I n 'Tochnol ggy PEArkwady

Norcross, GA 30092

DAIT& S '~TE PHONE 404-448-7318

ftwt~utww s f are Mt ta x dedtbte for fedvsl II tu pwpem. 1tthwimtle is

* ACTIVITY REPORT * 10/25/91 17:19 58536w F1.06.I 0  8,

CTION TEL CONNECTION It 5 V
o'27t:1 6-3



INVITR YOU TO A RECEPION

HONOIMt

THE O LE TEONAS 8. Yozzy

MONDAY; OCTIOBER 28. 1991

aLi pI 5,
S:00 - 7:009H

X will attend the DCOC reception for Speaker voley.

- otonot attend, but wilh tO Olfor my support. Unclosed ig
a cc-€triution for $

Please UWk Check, payable to:

D-ogtJIC gwressional Caq~aign Ciftte
430 Smth Capitol Street, 8R
IfhmtWua, DC 20003

'el ieUewsa LSeu~a~on ie Zequ r d by tb VC:

IaLI~ ADcc MOW

II iHON __

r s m W*~ mt UK d.datme fin fq*gsI IUm taI P oese fmoe mf o.wrt tow atv ts * tow sKm to meast Ilth boo let wd ftob
Wern ~ th OWW f'it wOuiEutiom limis, oft.) gill be vud by O fo W"' "

4n 90MH CAMME0= S -B V*I *t U34900i
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DhDIOS TO CONNUCI CLUB

85 South to Exit 99 (William Street).
Follow Williams Street until it deadends into International

Boulevard.

Turn right onto International Boulevard. Go 1 block.

Turn left onto Techwood.

Go to the next stop light and turn left onto Walton.

Continue on Walton to the 4th stop light.

Turn right onto Broad Street.

Entrance to the Commerce Club garage is on the right.
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October 4. 1993

3. na&t eaiotrGina, 3IMngpon. ib a Sis
1366 South I Centor
Atlanta. GA 30303

Dear Hark:I

The Ooorgia Delegatimpu along with the Democratic
Congressional Camaign Cogmittee (D=) , would like to
extend an invitat ioa for you to join us at a very
special event in Atlanta with the aeWer of the U.S.
Umise of epestatives UhM Soog-eble Them" a.
Pole.T -he ti' ibe - ,tm , october-28. .
.991 at The 00iin oM lUb, 34 Droed Staet, from 5

=- - * , t .

~i~2*our eniMU plit -scalranization
Nbuft ~ ~ ~ is asitsIus o VaiVW 1;11 r_- -I: ___s w ith an extemstve Ist otlud

the mJa fadlitlo.. fueraie- . reenzch. and
CemWU4tLag SvOesL.

with tbe posuiility of as many as 0 opn or
IglLy cnqfaeitive Congraaicasl saee -- and more

-94at6 l ty, the fsct that Dmocrate wil be running in
new districts in our own state w face a olitical
and finncial challenge unlike any in two cades. We
need your suport to met this challenge and would like
you to Omtr Uto $1,000 to this event.

430 I14 L SIr P* - m m . 30M • t34W5O0

W lllllnmlaJ - ,a _, -#

CVb'%AO)



We look torward to elag ou on October 28th, howver, it yOUre unable to attead, we * pc.Woate your financial suppor.
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1000788 t4/'13/92

a-LAN'TA. 6eI~jAB COL*TY. EOAG~A

2000.00

4 Ij

*fats 0 C
FIREARMS TRAINING SYSTEMS, INC.

MANUAL CHECKNG ACCOUNT
110 TECHNOLOGY PARKWAY 446-7318

NORCROSS, GA 300

200 . T

ECKNO. 000788

. 611

TWO THOUSAND -AND 00/100 DOLLARS

JODY SCHECKTER
TO THE
QRDER OF

t*****2,0000.00

N

KAwTi

I --
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P.O. #

VENDOR NAIM & ADDRESSs

CHECK AMOUNT: $o ,CO

FOR: AM&A4 Lt~ 1 ~ ACAZ4., a~SA

SPECIAL INSTRUCTIONS:

DATE NEEDED:

REQUESTED BY:

APPROVED BY:

0

/

wyokso X4 jt 2 b A

04J0fi25

-- -__
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ATEZ:
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yo0fm qG n o Senate Committee
.f~O. 9.(5SMOUISPfr.V SN 2252

P03)s04515

fi~e. SM? 341Pu. A 2n~im 4bhw $- for- pg-rseuls)

I &V luuaM. I* ilsed a UAh so coni.. use

1*0sabk ciaci Pmd6(e to.h $1.. tjfwfiswsm cmiSae

'IA6 ffimo.v i.fiuuuws is "iq Wd if doe fcudrAdllua CaMu"Swa:

City - .kke zi

Jot./f4



-9 a 06 0~6 l

-lohm gfmxnfor Senate Commit tee
I~O WW~m4p*ft VA 22152

(703)569 551

from 5:30-.7:30 pm. fd ds my contributi qf$ - QS: - o
I am unadk t elenb uaWA6s wito c. wsiiute I

Tledte ma&5 cfitrj pable~ toloJin qkuufr.IboM Commit tee.

7&aafnfmvuin ioudSaea iS rqeirdby df&FladIMfcOM COMMM~in:

.A/4ru 110 T)-ChJ./O
City__ __

Td~pime to)4 4 7 f' 1- / 1&If&pAwu pfij'
OCupau COOA - --

Trace of OBICwyw. -

Corpotratz cAhecU cannot be acepurt rofitidoraitutm; are not taA drdutibkt.

Am 4firsifdpid* lyA& .104m -8 fwrri i C'wv IIuO
7W~ eme.dsi do ow. swdkhebde CeT"'Cat LA.,k as r

pw.Cptrv (O. oqub' $ ),IV IVrv..
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NOTES/OOMMNW ~I'S

Jam GLOWIM $WAE WAAIN ML 614-. 341-6920
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Geniene Pernotto
JOHN GLMNN '92

1/614-341-6920

mr. Jody Scheckter

DATE: 13 May 1992

PAGE 1 OF 2

Attached is the signed statement for the John Glenn for Senate
Comuittee. The original will be sailed to you today.

v AilTII'TI REPORT 585369 F. A. T. S.

INODE CONNECTION TEL CONNLtL..

TX 16143416929:::5555

TINE I USASE T.1
6-3

Fiream Traing'Systems, nc. U00029
110 Tedmlogy Parkway, NoMOss, GA 30092

Telephone: (404)448-7318 Telefam (404)242-6962 Tdex: 5173S4FATS

Af-

FAX TO:

FAX NO:

Pam:

P06EC

? t. .. I
1?MR

W 0=60- - , M nwmffinv,=,

IIII 

I 

I

6-;3 • • |

I.'sa.o1 9 ,-MW OMMO am

I

5/ 15:301 81111 1
I



Nay 1, 1992

3ody D. Scheckter
6094 Courtside Dr.
Norcross, GA 30092

Dear ". Scheckter:

Senator Glenn has asked se to thank you again for your
generous contribution to his 1992 Senate re-election campaign.

The re-election comittee Mst Cly vith federal election
lava vhich impose a $1,000 limit on co iutons per elections and
require the signature of each contributor on his/her cheok o
documentation identifying the contribution. In order to meet these
compliance standardse please sign the statement below and return it
to me at the address below.

JOHN GLENN FOR SENATE CO ITTER
42 E. Gay St., 10th Floor
Columbus, Ohio 43215

Sincerely,

Lisa K. Buckley
Deputy Finance Director

PLrEAs SIGN THN STATDET BELW: DO NOT DETACH STUB

I verify that the aggregate contribution of dated

lted as indicated:

51. 000 Primary

S1.000 General

VlmlmdSsmu Sud4c* Cah m&b& OU * 344M
o Go
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May 27, 1992

Joy D 5or
6096 Courtside Dr.
Norcros, GA 30092

Dear Joy:

Thank you so much for your support of my reception on April

15th in Atlanta. Your effort helped make the event a great

success. I deeply appreciate you taking the time to express your

support.

This promises to be an exciti relenlnginq year for Ohio,

the nation, and the vorld. i events of the past year have

reshaped our foreign policy and economy. With your support and

advice, I intend to continue my efforts in the United State Senate

on behalf of Ohio and our nation.

I'g so grateful for the faith you've shown in me. Please be

assured that your contribution will be put to good use and 
that

your generosity is greatly appreciated. Thanks again for your

friendship and support.

Best Regards,

A 4mmd d Wdk tdkm Gs Sommwe inMMM. *UMJ- 8 -4 T31Ma No GW rm * N0O PL * C4M*M O 4MB * OW4 34M
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fat"
FiREARMS TRAINING SYSTEMS, INC.

.. m__i ._OPERATIN ACCOUNT
£--AM-A. -~iU C~iJ110 TECHNOLOGY PAMKWAY 448-7318A nA i O C A L C b 6 N .G E O P G L N O)R C R O S S , G A 0 9

EcKNO. 007377

611
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STATE S - 0dTU TINED-PLACE OF ENTERTAINMENT AND TIME-LIST CALLS MADE

- - 1 -- 1992 -

HEC'i3f CIF AT * EXPENDITURES REPPL.F,,Jl CASH SPENT FOR LEGITtMATE COMPANY BUSINESS ONLY AND

SIGNED. , ZISE
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14 August 1992

Richard Ray for Congress
Attn: Ms. Nacy Skinner
P.O. Box 1649
Byron, GA 31008

Dear Ms. Skinner:

I have enclosed a contribution to Congressman Ray's reelection
campaign. Please pass on to him my best wishes for the November
election. He will win!

Sincerely,

7) Enclosure: Check in the amount of $500.00

* JS/jd
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14 August 1992

Richard Ray for Congress
Attn: Ns. Mfacy Skinner
P.O. Box 1649
Byron, GA 31008

Dear ms. Skinner:

I have enclosed a contrixbtion to Congressman Ray's reelection
campaign. Please pass on to him my best wishes for the November
election. lie will win!

Sincerely,

Enclosure: Check in the amount Ot $500.00

SJS/jd
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Clare 5 Aug

I spoke with Sally Gains in Mr Ray's office. She said the
contribution should be ailed to the below address. The chOck is

made out to Richard Ray for Conqress.

Although not a Washington address I am sure he gets a list of

contributors. I also asked Sally to say hello to Mr Ray and that we

appreciate all of his support.

I recmmend a short letter: (On FATS stationary)

Richard Ray for Congress
PO Box 1649
Attn: Macy Skinner
Byron, Georgia 31008

Dear Ms Skinner:

I have enclosed a contribution to Congressman Ray's reelection

campaign. Please pass on to him my best wishes for the November

election. He will win!

Sincerely,
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February 24, 1993

Mr. Jody D. Schecktar
6096 Courtside Drive
Norcross, GA 30092

Re: check Number 1086 dated February 1, 1993 in the amount
of $1000.00

Dear Jody:

Thanks to your generosity and enthusiasm, the breakfast of
February 17th was a tremendous success. Lillian and I appreciate
the financial commitment you have made to the continuation of
effective leadership for the Seventh District of Georgia.

Your active support is very important to our continuing
campaign effort, and I appreciate your input and encouragement.

Sincerely,

George (Buddy) Darden
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DATE:
L Rabertson

14 Apui 1993

R. Morer

SUBJ: J. Scheckta Bonus

ple=s prepare a spcial pWyel barn' check for Mr.oyScheckle in the Viet amount of one tosad dollar-

($1,00.00). Payment should be made on Friday, 23 Apri 1993 in conjuction with the normal poessing of payrou.

but via a separ ceck. If you have my questios please s me.

Thanks

r. -

0000

TO:

FR

I-N-T-E-R-O-F--I-OE

/



I-N-T-E-R-O-P-F4C-E

DATE:
L Robcftofl

14 July 199

R. Mortr

SUBI: I. sctC3j Bonus

Pem p wq= a special payo bomus check for W. Jody Scbecker in die net amount of one tbou dars

($1,00.00. Payment sbook! be made on Friday. 30 July 19931in canjunction with the nma proessng I pyr

but vial a sq wm k If you have ay quesdos pien=sm me.

Thaks,

TO:

M44-O



PHILIP T. INGLIMAO II ~tg
JUDITH L. WHAT SJuT!e 730 70 PINCe ST1469y
KARL A. RACIN C' 14MAN....
JOHN OP. HUN OLEY@ ,O o ~4*
PHILIP 1. WHIYCS
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A 0,ITT IN . C. ONLY June 22 1995

YZA ?ALB!K3=5
C.,

Anthony T. Buckley, Esquire --
Federal Election Commission
Room 621
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 4090
Firearms Training Systems, Inc.; Jody D. Scheckter;
Janice Dean. and Robe=rt credy

Dear Mr. Buckley:

By this letter, I hereby authorize Thomas J. Cooper of thefirm of Venable, Baetjer, Howard & Civiletti to act on behalf ofthis firm and its client, Jody D. Scheckter, with respect to theproduction of materials made in response to the subpoena issued
to Mr. Scheckter.

Thank you for your ammstame-'in ths matter.

Very truly yours,

Gerard Treanor

CC: Thomas J. Cooper, Esquire



In the Matter of
)

Firearms Training Systems, Inc. ) MU! 4090
Jody D. Scheckter
Robert Hotter )
Robert Recredy )sinrrl
Janice Dean

GNERAL CJOUNSEL'S REPORT

I. BACKGROUND

On April 18, 1995, the Commission approved a Subpoena to

Produce Documents and Order to Submit Written Answers to

Respondent Firearms Training Systems, Inc. ("Firearms Systems')

and a Subpoena to Produce Documents to Respondent Jody Scheckter.

Responses were submitted jointly and were received in this Office

on June 21, 1995, after an extension of time had been granted.1

In requesting the extension of time, Respondents pointed out

that the documents subpoenaed by the Commission were in the

control of the FBI, and that counsel for Respondents would have to

coordinate with the FBI to review the documents. In submitting

responsive documents, Respondents stated that, while they 'believe

the production is complete with respect to all documents in

1. The joint extension of time had been requested by counsel for
Firearms Systems, who had been authorized by counsel for Jody
Scheckter to act on Scheckter's behalf. These requests make even
more obvious the fact that Respondents are coordinating their
efforts before the Commission and deserve a high degree of
scrutiny.



possession of Ilirearms Systems) or Mr. Scheckter," they could not

"guarantee that all relevant documents held by the Bureau have

been produced.'

1I. ANALYSIS

Among the documents produced were administrative copies of

checks drawn on a Firearms Systems corporate account which

reimbursed Jody Scheckter for political contributions to the

Democratic Congressional Campaign Committee (ODCCC"), the John

Glenn for Senate Committee ("Glenn Committee"), Richard Ray for

Congress and Friends of Newt Gingrich. Also, in the initial sua

!Ronte submission, counsel had submitted an administrative copy of

the reimbursement check for Scheckter's contribution to Thomas for

Congress which was drawn on a different Firearms Systems corporate

account.
2

With only administrative copies of the checks in hand, this

Office cannot currently identify who endorsed the reimbursement

checks. Such information is important because it may prove

probative on the issue of whether Jody Scheckter knew he was being

reimbursed for his political contributions, an allegation which

Scheckter maintains is not true. It is also appropriate that such

information be obtained before the depositions of the major

2. This Office has concluded that the copies produced are
administrative copies for several reasons. First, attached to the
check is a receipt which denotes voucher number, invoice number,
invoice date, invoice amount, amount paid, discount taken and net
check amount. Second, the word "NON-NEGOTIABLE" appears in the
signature line. As administrative copies, and not copies of the
actual negotiated instruments, they would not have been endorsed
and then processed for payment.

7711



vplaocs in this matter art conducted, as it is quite possible v

will want to introduce them as exhibits in certain depositions,

Given the statements by counsel accompanying the subpoena

production, it does not appear that any further request to

Respondents will result in our obtaining the desired copies, and

would only cause delay in acquiring them.3  From copies of checks

on hand, this Office has identified two Firearms Systems accounts

at two different banks on which reimbursement checks were drawn.
4

This Office has drafted subpoenas to the two banks which

specifically seek copies of the checks at issue. In addition, the

subpoena to the Trust Company Bank seeks checks from the last

two-and-one-half months of 1989, in amounts of $500 or more, made

payable to Jody Scheckter, in an effort to obtain a copy of the

3. In addition, this Office has twice contacted appropriate
officials at the Justice Department in an effort to obtain
whatever documents they nay have regarding these violations,
including copies of checks. The Justice Department is unable to
provide any documents to the Commission.

4. The reimbursement check for the Thomas for Congress
contribution was drawn on an account at Trust Company Bank in
Atlanta. The remaining chocks were drawn on the sane account at
NationsBank in Atlanta, but the checks themselves suggest they
were not all issued in a similar manner. The reimbursement chocks
for the DCCC, Richard Ray for Congress and Friends of Newt
Gingrich contributions all state that they are from the Operating
Account at NationsBank in Atlanta. (The DCCC check was actually
drawn on an account at The Citizens and Southern National Bank in
Atlanta, but it appears that that bank has been taken over by
NationsBank, and the accounts bear the same number). The
reimbursement check for the Glenn Committee contribution states
that it is from the Manual Checking Account. Nevertheless, all
NationsBank checks bear the same account number.



reIubureeaont check for the first to D4i ri, toirst tritionto Darden to

Congress.

Accordingly, this Office recomemos that tj Commission
authorize the attached subpoenas to produce Documents to Trust

Company Bank and NationsBank.
Ill. R- NTIOS

1. Approve the attached Subpoenas to Produce Documents to TrustCompany Bank and NationsBank.

2. Approve the appropriate letters.

Lawrence N. Noble
General Counsel

Date T-,, LoBY G. Lerner V

Associate General Counsel

Attachments
1. Subpoena to
2. Subpoena to

Staff Assigned:

Trust Company Bank
NationsBank

Tony Buckley
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20 the Nlttw of

rarmi sr ftstaim,. ZUc.;
Jody Do fbeektar;
MOert Nttr"
Jobert IDemiJ aio. Deinu

NOR 4090

1, Marjorie W. mmon, secretary of the Federal 2iection

CimsLsion, do hereby certify that an August 0, 1995, the

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

actions in NOR 4090:

1. Approve the muhpoenas to Produce Doe tos to
Trust CBpan Sank and Uaticmsflak, as
re-_-_ e-d in the General CoMnel's Report
dated August 2, 1995.

2. Approve the aproiLate letters, as
Ceo-- d --- i-- in the Generl Comseles Report
dated August 2. 1995.

CcmOmMIsiers Likens , Zlliott, McDonald, MoGarry,, Potter,

and Thoms voted affizmatively for the decision.

Attest:

or.e V. ims
Secre= of the Cmission

Received in the Secretariat: Wed., Aug. 02, 1995
Circulated to the Cimission: Thurs., Aug. 03, 1995
Deadline for votes Tues., Aug. 08, 1995

4:30 p.a.
11: 00 &,.

4s00 p.m.

Ird

E O 4- -
Date"f



CERTIFIED I
RETURN Raci

John Hollist
Trust Compan
P.O. Box 441
Center Code
Atlanta, GA

Dear Mr. Hol

The Fed
enforcing th
and Chapters
Commission h
Company Bank
investigatio
Trust Compan
witness only

Because
investigatio
confidential
That section
by the Commi
person with
advised that

You are
your receipt
contact me a

Enclosure
Subpoena

FEDERAL ELECTION COMMISSION
WASHNGON, D.C. 243

August 10, 1995

IL
PT1 RBUQUSTM

,er, General Counsel
y Bank

662
30302

RE: NUR 4090

lister:

eral Election Commission has the statutory duty ofe Federal Election Campaign Act of 1971, as amended,
95 and 96 of Title 26, United States Code. Theas issued the attached subpoena which reqUires Trust
to provide certain information in connection with ann it is conducting. The Commission does not considery Bank a respondent in this matter, but rather a

this information is being sought as part of ann being conducted by the Commission, the
ity provision of 2 U.ScC. 9 4 37g(a)(12)(A) applies.prohibits making public any investigation conducted
ssion without the express written consent of therespect to whom the investi ation is made. You are
no such consent has been given in this case.

required to submit the information within 30 days ofof this subpoena. If you have any questions, please
t (800) 424-9530.

Sincerely,

Toy

y uk

Attor ey

Ceekr,&eWi ow Commission's 201h Annsoersary

YESTUMY, TODAY AND TONOftROW
VICOCM T OKE8NG I1t RAM 9*OMED



in the matter of }

) NUR 4090
)

SUPO&M TO FROOMC DO3CUIMNT

TO: Trust Company Dank
ATTN: John Hollister, General Counsel
P.O. Box 4418
Center Code 662
Atlanta, GA 30302

Pursuant to 2 U.S.C. 5 437d(a)(3), and in furtherance of its

investigation in the above-captioned matter, the Federal Election

Commission hereby subpoenas the documents listed on the attachment

to this subpoena.

Notice is given that these documents must be submitted to the

Office of the General Counsel, Federal Election Commission, 999 a

Street, N.M., Washington, D.C. 20463, within 30 days of your

receipt of this subpoena. Legible copies which, where applicable,

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



wNuRFOBs, the Vice Chairman of the Federal Election
CmGiasimO bas heremto set her hand in Washington, D.C., on
this f day oftc " , 1995.

For the Commission,

Vice Chairman

ATTEST:

SecreVa ry to the Comission.

Attachient
Instructions and Document Requests



ts~

INSTRUCTIONS

In answering this request for production of documents,
furnish all documents, however obtained, that are in possession
of, known by or otherwise available to you, including documents
and information appearing in your records.

Should you claim a privilege with respect to any documents,
or other items about which information is requested by any of thefollowing requests for production of documents, describe such
items in sufficient detail to provide justification for the claim.
Each claim of privilege must specify in detail all the grounds on
which it rests.

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

DOCUMENT REQUESTS

1. For Firearms Training Systems, Inc. account
produce copies of all checks negotiated between October 20, 1989
and December 31, 1989 made payable to Jody Scheckter, in amounts
of $500 or more.

2. For Firearms Training Systems, Inc. account
produce a copy of check number 108864, negotiated between
April 10, 1990 and May 10, 1990.



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

August 10, 1995

CJRTIPFID MAIL
RVMRK aZcSzrv zuuTsm

Nancy Tuck, Senior Vice President
NationsBank of Georgia, N.A.
6000 Peldwood Road
College Park, GA 30349

RE: HUR 4090

Dear ms. Tuck:

The Federal Election Commission has the statutory duty of
enforcing the Federal Election Campaign Act of 1971, as amended,
and Chapters 95 and 96 of Title 26, United States Code. The
Commission has issued the attached subpoena which requires
NationsBank of Georgia, N.A. to provide certain information inconnection with an investigation it is conducting. The Commission
does not consider NationsBank of Georgia, N.A. a respondent in
this matter, but rather a witness only.

Because this information is being sought as part of an
investigation being conducted by the Commission, the
confidentiality provision of 2 U.S.C. I 437g(a)(12)(A) applies.
That section prohibits making public any investigation conducted
by the Commission without the express written consent of the
person with respect to whom the investigation is made. You are
advised that no such consent has been given in this case.

You are required to submit the information within 30 days of
your receipt of this subpoena. If you have any questions, please
contact me at (800) 424-9530.

Sincerely,

Attorney

Enclosure
Subpoena

CelebrWng the Coemmtssion 20th Anniversdr,'

YESTR DAY. TODAY AND TOMORROW
DEDICATD 1O THE PUSLIC NVORMED



In the latter of )
) NUR 4090
)

SuPouMa TO ]aooUCIF DOCwuIuwM
TO: NationsBank of Georgia, N.A.

ATTN: Nancy Tuck, Senior Vice President
6000 Feidwood Road
College Park, GA 30349

Pursuant to 2 U.s.c. S 437d(a)(3), and in furtherance of its
investigation in the above-captioned matter, the Federal Election
Commission hereby subpoenas the documents listed on the attachment

to this subpoena.

Notice is given that these documents must be submitted to the
Office of the General Counsel, Federal Election Commission, 999 z
Street, N.N., Washington, D.C. 20463, within 30 days of your
receipt of this subpoena. Legible copies which, where applicable,
show both sides of the documents may be substituted for originals.



WMi! RSR, the Vice chairsan of the Federal Election
qpp1et f bas bereto set her hand in Washington, D.C., on
thisday of _a.)4k014 , 1995.

For the Commission,

Vice Chairman

ATIST:

ons
Secre ry tote Comission

Attachment
Instructions and Docunent Requests



INSTRUCTIOS

In answering this request for production of documents,furnish all documents, however obtained, that are in possessionof, known by or otherwise available to you, including documentsand information appearing in your records.

Should you claim a privilege with respect to any documents,or other items about which information is requested by any of thefollowing requests for production of documents, describe suchitems in sufficient detail to provide justification for the claim.Each claim of privilege must specify in detail all the grounds on
which it rests.

The following requests for production of documents arecontinuing in nature so as to require you to file supplementaryresponses or amendments during the course of this investigation ifyou obtain further information prior to or during the pendency ofthis matter. Include in any supplemental response the date uponwhich and the manner in which such further information came to
your attention.

DOCUMENT REQUESTS

1. For Firearms Training Systems, Inc. account
provide copies of:

Operating Account check # Negotiated Between

November 22, 1991 -
December 22, 1991

September 11, 1992 -
October 11, 1992

October 23, 1992 -
November 22, 1992

manual Checking Account check #

April 13, 1992 -
may 13, 1992



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

August 10, 1995

CERTZIrIED XIL
R2TR R3CEIPT RUOURSTRD

Nancy Tuck, Senior Vice President
NationsBank of Georgia, N.A.
6000 Feldwood Road
College Park, GA 30349

RE: RUR 4090

Dear s. Tuck:

The Federal Election Commission has the statutory duty ofenforcing the Federal Election Campaign Act of 1971, as amended,and Chapters 95 and 96 of Title 26, United States Code. TheCommission has issued the attached subpoena which requiresNationsBank of Georgia, N.A. to provide certain information inconnection with an investigation it is conducting. The Commissiondoes not consider NationsBank of Georgia, N.A. a respondent inthis matter, but rather a witness only.

Because this information is being sought as part of aninvestigation being conducted by the Commission, theconfidentiality provision of 2 U.S.C. S 437g(a)(12)(A) applies.That section prohibits aking public any investigation conductedby the Commission without the express written consent of theperson with respect to whom the investigation is made. You areadvised that no such consent has been given in this case.

You are required to submit the information within 30 days ofyour receipt of this subpoen.. If you have any questions, please
contact me at (800) 424-9530.

Sincerely,

'"V Buckloy

Attorney

Enclosure
Subpoena

Cekbw the Commiss.n's " AWrS fy

YESTRDAY. TODAY AND TOMORROW
OWUICA 10E NG fl fJKX U 4 WOD
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14 September 1995

Tony Buckley
FEDERAL ELECTION CMMISSION
999 E. Street MW
Washington DC 20463

mvN W Aoto

RE: Firearms Training Systems

Dear Mr. Buckley:

As required by the SUBPOENA TO PRODUCE DOCUMENTS served on Trust Company Bank,
please find enclosed s true and correct photocopy of the following document:

Cancelled check number 1ON". drawn on checking account
in the name of Firearms Training Systems, made payable to Jody
Scbeckter in the amount of $1,000.

As agreed, this is all the documents being produced at this time. If you have
any questions, please telephone me at the number listed below.

Sincerely,

Geneva A. Puras
Records Custodian 5098
404-230-5120

Enclosure
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FEDERAL ELECTION COMMISSION Ji 10 Si Alt '5
WASMH TMOf. OX b)

June 20. 19W S
F. Joui Wala. Eq.
(hmm6 D m£QkW
1050 Cinctku Avmm, N.W.
Wuliivm, D.C- 2006-5306

RE: MUR 4090
Robert F. Mecredy

Dow Mr. Warin:

Read an i x im aucimd in te normal course of carying ow itsupevio
uiomlliss. am October 18, 1994, the Federal Election Commisson found remaon to believe

thm yw edi, Robert Mecredy, violated 2 U.S.C. § 441e, and instituted au Investg in this

ASiw all th evidu available to the C, to Office of he General
Couned is pr r d do ib t Commission find no probabcam to believe dua
vio1 hamV oawm&

mT -- Im Wmy or my wt qw t General Cowasrs o an
#htmd fr yaw mw Is a ghVf &C position of do Generl Cmd os to lgal and

faCad imm *fagmW Wia 15 d& ofym receipt of this motie you Ay file with Ue
Socm i l of --.-, a 6l0i ( c if possible) staft yw posi m d
an elIng &g t * bilof of1 unlcainse Mmlhe copies of so&b heistaluid be
fixaded Ogg s of Ut , Comel if possible.) The Om e Wl Com h u and
,t klst ymu q k l be comided by Ut Commission befue toliu t a
vou of bO U Is mh cam to belie a violation has occwre&

If you m mubh to file a e brief within 15 days, you may submit a vritten
reqina fnr au a m . All m"Ws for exensions of tine must be sbmited in writing
five day piw 10 the dw di, d good caue must be demonsmted. In addition, t Offiem of
et Oe"l CuMW d i will ot give extensions beyond 20 days.



* om Ibmlievc requires that the Office das dw Cmmons
Sibm 30, but not more than 90 days, to ue Obis wwa

a "qw.Ik~ms please contact Tony Bucley, *timm 7 ampmd to

2W390
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GENERAL COUNSEL'S BRIEF

L STEAlrMEI OF 3iM CAS

On October 1, 1994, the Federal Election Commission found reason to believe that

Robert Mecedy violatd 2 U.S.C. § 44 1e, a provision of the Federal Election Campaign Act of

1971, as amended ("the Act"). The Commission's findings were based on information provided

ma a =noc by Finwms Training Systems, Inc., which suggested that Robert Mecredy has

solicited two political contributions from Jody Scheckter, Chief Executive Officer of Fireams

Systems, at a time before when Mr. Scheckter, a foreign national, had been granted permannt

resident stats

I. ANAL

Robert Mecredy has denied any involvement in the making of the contributions at issue.

Moreover, he has presented evidence which shows that he was not employed by Fireams

Syems at the tine the when the two contributions in question were made, and that he did not

even meet Sdkw until weU after the contributions were made.

Spewifically, Mr. Mecredy has submitted a copy of his rdsumt, which shows that he took

a position with Raydtem Comny in Washington, D.C. in March 1990, shortly after the second

contribution in question was made. In addition, Mecredy has submitted an affidavit in which he

states that he came to work for Fkearms Systems in November of 1990. Mr. Mecredy further

states that the first cmq'ication he had with Jody Scheckter was in the Fall of 1990, shortly

before he was hired by Fuicarms Systems.
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Wf. bMscary wvim nds in Octeber of 196 and Fabruuy of 1990. Thw matadd -11- mu by

Mu erdnonmurato I. w satifac tio of dhi Office Owa he had no lnvolvaut wit thos

sats ibtiom. Therefore, ther is no probable caus to believe thast Rober Mwsredy violaed

2 U.S.C. 1 441e.

H[]L GM . IAL COUN.#q RECOMbMATION

1. Fimd no probable cause to believe that Robert Mecredy violtd 2 U.S.C. 441e

Counsel
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Ronald M. Hui* FOIA Officer
Federal Electim Comm iuion
999 E Street NW
Washinton, D.C. 20463

Re: M 4090

Dear Sir or Madme:

Prato2U.S.C. 1 437W(aXI2XA)mdI 1 C. . 1 4 .S(4a)w requesti onbehalf ofRdb Mmz d t 110 tie t be odd to d mmin on hi behalfto the Federal Blcdimoi n ith the ehoY._-,em,,d e. Thisrequest incmadu, but is am hwmbW to, a Brfon Bdmf of Robert Meredy that has been
ibnaktd today.

Ple t i-fm us jm*d cuy nq ude r thbe Feedom ofInformation ActseeiaScce to the id Iu cA I n 50e so that we nmay puvw.. the grounds for confidentialtreatmen' unles the staff ditens to deny amce on other grm s
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]n thslM w Of MUR 40

Robe Miwd

BRIEF ON BEHALF OF ROBERT ME.CEDY

On June 19, 1996, the General Counsel of the Federal Election Commission

('General Counsel') filed a brief before the Federal Election Commission in this matter in which

he found *no probable cause to believe that Robert Mecredy violated 2 U.S.C. § 441e" (emphasis

added) and recommended that the Commission also find no probable cause. We concur with this

finding and support the General Counsel's recommendation to the Commission.

As the General Counsel notes in his brie Mr. Mecredy did not work for the

company in question or know the individual in question at the time of the alleged violations of

2 U.S.C. § 441e. The two alleged violations occurred in October of 1989 and February of 1990

and involved the alleged solicitation of two political contributions from Jody Sdeckter, who is a

foreign national and Chief Executive Officer of Firearms Systems, prior to Mr. Scheckter being

granted permanent residence status in the United States. Mr. Mecredy, however, did not come

to work for Firearms Systems until November 1990 and did not have any communication with

Jody t until the fall of 1990, shortly before he was hired by Firearms Systems and in

excess of six months after the second and final alleged violation. In other words, the alleged

soittions did not occur.
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FEDERAL ELECTION COMMISSION
~ASHINC TON. 0 2O46i

July 8, 1996

Lindsey F. Buss, Esq.
Gibson, Dunn and Crutcher
1050 Connecticut Avenue, N.W.
Washington, D.C. 20036-5306

Dear Mr. Buss:

This responds to your letter of July 3, 1995.

All materials in ongoing enforcement matters are subject
to the confidentiality provisions of 2 U.S.C. 5437g(a) (12) (A).
Absent the written consent referred to in that section, this
office would not have access to, and thus could not disclose,
any such materials. You should be advised, however, that
investigative files are placed on the public record after
the Commission has taken final action in an enforcement
matter.

Your letter, and its enclosures, have been forwarded
to the Office of General Counsel.

Sincerely,

RonItAfM. Harris
FOIA Officer

7. __
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Anthony T. Buckley, Esquire 0 -

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

RE: KMUR 4090 - Janice Dean

Dear Mr. Buckley:

TThis submission is made in response to Chairman Potter's
letter of October 27, 1994, to Thomas J. Kelly, Jr., and its
enclosed Factual and Legal Analysis ("Analysis") relating to
my client, Janice Dean.

I would first offer my thanks to you and the office of
General Counsel for extending me the courtesy of a twenty day
extension in which to reply. I appaeiate your recognition
that this additional period of time wa needed in view of my
recent -entry as Ms. Deans causel in the matter under
consideration.

The Federal Election camission (Coenissiona) has found
that there is reason to believe that Mo. Dean, during her
employment as a secretary with Firear raining Systems, Inc.
(-FATS"), knowingly and wilfully violated 2 U.S.C. S441(f),
which provides in pertinent parts

No person shall make a contribution
in the name of another person or kagjnmz
ly permit his name to be used to effect
such a contribution ....

(Emphasis added.) Analysis at 1.

The Analysis also states that, OThis section also prohi-
bits any person from kno ly helping or assisting any person
in making a contribution in the name of another, citing 11
C.F.R. Sl10.4(b)()(iii). Analysis at 1. While a question
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Anthony T. Buckley, Esquire
December 5, 1994

exists as to whether this latter provision is a proper
implementation of the Commission's power to prescribe *...any
rule, regulation, or form ... Q (2 U.S.C. 5438), such issue
will be left to be resolved at a later time in the event that
this case proceeds forward.

The Analysis concluded that, "Mr. Schecktor and Ms. Dean
were involved in the making of the following political
contributions which are at issue:

Date Doeem

1 08-13-92 Richard Ray for Congress $ 500

2 10-14-92 Friends of Newt Gingrich $1,000

3 02-02-93 Darden for Congress $1,000

4 06-05-93 Friends of Newt Gingrich $1,000

5 07-14-93 Don Johnson for Congress S Soo

total $4,000'

Analysis at 1.

In order to properly evaluate Ms. Dean s conduct, and to
reach a reasonable conclusion as to the action, if any, that
it should take, the Comission must have a proper perspective
of her background. Ns. Dean is a high-school educated, forty-
seven year old grandmother with some twelve years" secretarial
experience before beginning employment with FATS on May 18,
1992. At that time, she was thrust into an intense, exhaust-
ing job with all of the pressures experienced by nmbers of a
dynamic and rapidly growing business.

Ms. Dean was loyal to her boss, Mr. Scheckter, and to
FATS, and as a part of those loyalties would never have
considered doing anything of a questionable nature or that
would have in any way jeopardized Mr. Scheckter, FATS, or
herself.

At no time, up until late May, 1994, when FATS retained
the law firm of Venable, Baetjer, Howard & Civiletti to
conduct an internal investigation, had Ms. Dean ever heard of

- p



Anthony T. Buckley, Esquire
December 5, 1994
Page - 3-

the Federal Election Campaign Act ("Act*) or its restrictions.
In attempting to fulfill her many responsibilities, including
maintaining Mr. Scheckter's checkbook and obtaining expense
reimbursements to which she understood he was entitled, she
continued the practice of seeking recoupment for political
contributions as had been done for over two years prior to her
arrival.

The Conmission should also give appropriate weight to the
philosophy of FATS' President (to which his secretary, Ms.
Dean, was exposed on a daily basis and which became her philo-
sophy), as expressed by employee Robert F. Mecredy who has had
a close working relationship with Mr. Scheckter since the fall
of 1990, and deals with him on a variety of topics. Mr.
Mecredy notes that "Mr. Scheckter is quick to encourage FATS'
employees ... to seek legal advice whenever there is a
question of whether a possible course of conduct is legal and
proper. " In the four years that he has known Mr. Scheckter,
Mr. Mecredy was "unaware of any instance in which he has
suggested that FATS should engage in conduct he knew to be
illegal or an instance in which he has pursued a course of
conduct after being advised that the course was potentially
improper." Mr. Mecredy found it "extremely unlikely that Mr.
Schecktoer would knowingly violate the Federal election laws
... and does his best to make sure that FATS abides by the
law." (Ibcredy Declaration.)

That this was the corporate philosophy is further
supported by Mr. Mecredy' s observation that FATS' Chief
Operating Officer ("COO"), Clare Fawkes, "was a stickler about
everything being done "by the book.'" (Mecredy Interview
Notes at 5).

As pointed out by Mr. Mecredy, it seems quite unlikely
that anyone would invest so much time and effort to build such
a successful, profitable company and then Jeopardize it over
a trivial amount of money. Even more so with Mr. Schecktor's
secretary, Ms. Dean. Her respect for her boss and her loyalty
to the corporation makes it even less likely that she would
Jeopardize Mr. Scheckter, FATS, and her job over a small
amount of money when she had absolutely nothing to gain.
Rather than hazard any or all of the foregoing, Ms. Dean's
natural instinct would be to do the very opposite, that is, to
make every effort to avoid any impropriety. Had she had any
conception that her conduct was improper, at a minimum she



Aktboy?. uckley, Esquire
DeCSerx 5, 1994

would haM discussed it with and received guidance from Mr.
Schocktor.

THE PRE-ROBERT MOTTER REI4BURSENUT

Contributions 1 and 2

The Coission's finding that requests for reimbursement
for contributions I and 2 in the above chart were handled the
way other business-related fAMe ra&ahuman r were
routinely handled within FATS is, of course, accurate.
Analysis at 2. Because each such request clearly stated it
was reimbursement for a political contribution, there was
clearly no knowing or wilful attempt to evade the provisions
of the Act. At worst, what existed was an inadvertent
violation of the Act by a well-meaning secretary involving, to
Mr. Scheckter, a Af nJmjs amount of money, for which Ns.
Dean had nothing to gain and for which she received not so
much as a -thanks," inasmuch as Mr. Scheckter was unaware that
reimbursements were being made. (Dean Interview Notes at 3;
Scheckter Interview Notes at 3; Scheckter Declaration.)

It-is clear that Ms. Dean acted completely innocently and
in total ignorance of the requirnts of the Act.

Further, as a result of its own internal investigation
which resulted in FATS' voluntarily reporting this matter to
the ion, FATS implemented a strict policy (a copy of
which has been previously provided to the Comission) to
ensure compliance with the Act. Ms. Dean has both carefully
rea thee broad rules prohibiting all corporate political
activity, and has been personally responsible for ensuring
distrbution of copies of that policy to the head of each
corporate department.

Quoting from 2 U.S.C. S437(g)(4)(A)(i), the Comisson,
at the appvpriate time, *...shall attempt ... to correct or
prevent such violation by informal methods of conference,
conciliation, and persuasion...." If there was ever an
instance where correction has already occrred, and where, by
virtue of Us. Dean having gone through this ordeal, prevention
of future similar conduct is assured, this is that case.



Anthony T. Buckley, Esquire
Mcer 5, 1994

Accordingly, the Commission can and should, at this Jun-
tue of the proceedings, decline to expend further resources
in investigating Ms. Dean, concerning whom no benefit will be
gained by proceeding further in this matter.

THE POST-ROBERT MOTTER REIMBURSEMENTS

Contributions 3. 4 and 5

It must first be pointed out that there is M2 evidence
sufficient to support a reason to believe that reimbursmnt
for contribution number 5 in the above chart (07-14-93) was
ever made. The Analysis itself states that this contribution
was only *possibly" reimbursed. Analysis at 3. A thorough
search of FATS' corporate records has disclosed that of these
three contributions, only numbers 3 (02-02-93) and 4 (06-05-
93) were reimbursed-

Mr. Robert R. Motter's ("Motter") recollection that he
was involved in reimbursing three contributions is simply
wrong. The corporate records, which entail all reimburseamt
checks issued, and which fail to reflect issuance of rein-
burment chock number 5, are accurate. A users possibility*
that reinbursement number 5 was made, particularly in light of
the indisputable evidence to the contrary, is insufficient to
raise this speculative allegation to a level of Oreason to
believe" that a violation of the Act has occurred.

Contributions 3 and 4 in the above chart were made after
Notter, FATS' former Chief Financial Officer (CO*), was
hired in November, 1992. The Analysis concludes that in
February, 1993, Ms. Dean sought reimbursmnt from *otter for
the first of those two contributions, and at that time,
h1etter informed her that it was illegal for corporations to

reimburse individuals for political contributions ... (and]
..0 he insisted that no paper trail should be created which

tied reimbursements • . • to ... Scheckter's political contribu-
tions." Analysis at 3. This finding is contrary to the true
facts and to the information before the Conmission.

Accurately stated, the information available to the
CiLssion is that Notter told Ms. Dean that corporations
could not make reimbursements for political contributions
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Page- 6 -

through the n con~rate expnse reimbursement aethod, but
that another method, the appropriateness of which he was
uncertain and about which he had to give some consideration,
could possibly be used. That other method involved paying Mr.
Scheckter back in the form of a taxable bonus.

Further, it is inaccurate to state that Motter insisted
that no apaper trail* should be created. These words were
neither used nor implied by Motter, and erroneously suggest
that Motter and Ms. Dean reached some sort of sub rosa
agreement. What in fact happened was that Motter told Ms.
Dean that the submission of a formal request was unnecessary,
that he, not she, would handle all documentation, and that all
she had to do was periodically provide him with a note sunma-
rizing Mr. Scheckter's contributions. This seemed logical to
Ms. Dean, inasmuch as there was no other procedure of which
she was aware for her to submit a request for a special bonus.
She followed Motter's instructions, gave him a note with the
amount of the first "Motter" reimbursement, and it was not
until some time later that Motter caused the first bonus check
to be prepared.

Ms. Dean believed political contributions were legiti-
mate, reimbursable expenses, and she was unaware of anything
prohibiting FATS from reimbursing, in some form, those
expenditures. (Dean Interview Notes at 2 - 3.)

Prior to Motter being hired by FATS as its CFO, Ms. Dean
had received and reviewed his impressive application and
resume'. Motter's educational history reflected undergraduate
degrees in both accounting and political science. His
employment history included ownership of his own business;
fifteen years as a member of the adjunct teaching faculty at
York College of Pennsylvania; and employment with various
large corporations in management positions of ever-increasLng
responsibility over a period of eighteen years, rising to the
level of Vice President, Finance and Administration of an
international corporation, where, according to his claims, one
of his responsibilities was to ensure financial compliance
with U.S. Government requirements.

Motter began at a salary of $85,000, a $5,000 relocation
allowance, and an anticipated 20% bonus. At the same time,
Ms. Dean's salary was in the mid-20's.
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Ms. Dean held Motter 0 ... in high regard and believed he
was a man of integrity. She trusted ... [him] ... and his
judgment because of his integrity and because he seemed to
know what he was doing and was very knowledgeable about his
job-" (Dean Interview Notes at 3.)

The general respect in which Hotter was held is also
reflected in the interview of Mary Miles, with whom Hotter
worked closely. (Miles Interview Notes at 3.)

Based upon the high regard in which she held Hotter, her
opinion that he was a man of honesty and integrity,, and the
time gap between the contribution (2-2-93) and when the first
check under the reign of Hotter was issued (4-30-93),, Ms.
Dean, who had no financial experience and no knowledge of the
Act or its limitations, should and did rely upon the CFO's
expertise. She reasonably assumed that Matter had given the
matter the appropriate consideration during that period and
that he had properly concluded that political expenditures
could be compensated by means of a taxable bonus.

Ms. Dean considered Hotter to be a decent man and relied
upon that opinion, as well as upon his expertise acquired
through his education and experience, in concluding that he
would do what was right,, to the extent that she didn't think
twice about the propriety of his decision. She believed he
had figured out an "appropriate and legitimate method for
making the reimbursements." (Dean Interview Motes at 6 - 7.)

Additionally, the Analysis fails to note that Hotter
claims he did not recall any conversations about this subject
with the COO, Ms.- Fawkes (Mtter Interview Notes at 20), while
Ms. Fawkes recalls that:

(Mtter] mentioned he was changing
how Jody Scheckter would be reimbursed
for political contributions; Mr. Mtter
told Clare (Fawkes] that he would use a
manufacturing bonus approach; Clare said
it was fine with her if that was the best
way to accomplish such reimbursments in
Mtter's judgment ... Clare fully relied
on Mr. Mtter to only suggest legitimate
and appropriate approaches, and had no
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basis to suspect that this reimbursement

issue involved any problems.

(Fawkes Interview Notes at 2.)

Had Ms. Dean felt that Motter's handling of the reim-
bursements was questionable, she would surely have consulted
Mr. Scheckter, Ms. Fawkes, and even Mr. Mecredy. She has
almost daily contact with each of these individuals and would
have sought their advice had Motter given her any reason to
believe that his proposal was improper.

Additionally, it is noted that Motter signed off as CFO
on FATS' management letter for the 1993 Price Waterhouse audit
on May 19, 1993, nineteen days after causing the 4-30-93
reimbursement check to be issued, and over two months before
causing the 7-30-93 reimbursement check to be issued. In that
letter, Motter represented that he was "...not aware of any
violations or possible violations of laws or regulations .... "

While the undersigned cannot know what was in Motter's
mind at that time, but only what he now claims, it must be
observed that Notter, at the time he told Ms. Dean about his
approach, may have possibly thought that such a method was
proper. This becomes even more likely in view of his later

%. comment-to Ms. Fawkes, the COO, that he was changing how Mr.
Scheckter would be reimbursed, and the delay between the first

0request to him and issuance of the 4-30-93 check.

r1_ The Analysis also finds that, *With Robert Motter's
0participation, certain violations become knowing and wilful.'

Analysis at 3 - 4. In this Circuit it has been held that a
knowing and wilful violation of the Act "must necessarily
connote %defiance or such reckless disregard of the conse-
quences as to be equivalent to a knowing, conscious, and
deliberate flaunting of the Act.'" American Federation of
Labor v. Federal Election Comm., 628 F2d 97, 101 (D.C. Cir.
1980), quoting Frank Grea. Jr., Inc. v. OSHA, 519 F.2d 1200
(3rd Cir. 1975).

Ms. Dean, relying on what had been done before she came
to work for FATS, had absolutely no reason to question whether
Mr. Scheckter should be paid for his contributions. Based
upon what she knew, he should be. When Motter arrived on the
scene, to Ms. Dean the question simply became one of which
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procedure to follow: (1) the normal coorate egnSe

bursement method, or (2) the issuing of a bonus check. This

was not a secretarial decision; rather, it was a function of

the financial department, led by its CFO, to decide whether to

make, and the appropriate method to use in making, such pay-
ments.

Ms. Dean reasonably relied upon what has now proved to be

the unsound advice of Motter. She did not possess Motter's

background, education or experience, nor was she paid his

salary. What was expected of Motter could not be expected of

Ms. Dean. It is submitted that her state of mind was innocent

and that no reason exists to believe that she acted in a

manner which demonstrates a knowing, conscious and deliberate

flaunting of the Act.

At worst, it can be argued that Ms. Dean made an honest

mistake in reliance upon Motter. That being the case, it is

submitted that it would be improper to find that her actions
were knowing and wilful. Concomitantly, it would therefore

serve no useful purpose to further pursue this matter against

Ms. Dean, who, through this unfortunate experience, has

already undergone a great deal of suffering and embarrassment
and whose conduct in the future will, without any doubt,

conform to that which is required by the Act.

Accordingly, and for the foregoing reasons, it is

requested that only the reimbursement for checks 1 through 4

on the above chart should be considered; that there is no

sufficient basis to conclude that Ms. Dean acted in a knowing
and wilful manner with respect to checks 3 and 4; and that the
purposes of the Act would be served by declining further

action against Ms. Dean.

Finally, pursuant to 2 U.S.C. S437g(a)(12)(A), it is
requested that the notification and this investigation not be

made public.

I would appreciate the opportunity to explore with you at

a mutually convenient time the Commission's inquiry concerning
Ms. Dean.

Sincerely,

Steven W. Ludwick
SWL:dsw
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GENERAL COUNSEL'S RFPORT

I. RACKGROWND

On October 18, 1994, the Commision found reason to believe that Fireams Training

Systems, Inc. ("Firearm Sysmms") violated 2 U.S.C. §§ 441b(a), 441c(aXI), 441e and 441f, and

knowingly and willfully violated 2 U.S.C. §§ 441b(a), 441c(aXl) and 441f; that Jody D.

Scheckter violated 2 U.S.C. §§ 44lb(a), 441e and 441f, and knowingly and willfully violated

2 U.S.C. §§ 441b(a) and 441f that Robert Motter knowingly and willfully violated 2 U.S.C.

§§ 441 b(a) and 441f; that Robert Mecredy violatd 2 U.S.C. § 441e; and that Janice Dean

violated 2 U.S.C. § 441f, and knwingly and willfully viokled 2 U.S.C. § 441f.

The findings in this matter arose out of evidence regarding as many as nine (now eight)

political contributions made by checks drawn on the personal bank account of Jody D. cweter,

the Chief Executive Officer of Firearms Systems.' The first and second contributions at issue

were made at a time when Jody Scheckter had not yet been granted permanent resident status,

and was a foreign national within the meaning of 2 U.S.C. § 441e. For the second and all

subsequent contributions, Jody Scheckter was reimbursed by Firearms Systems, a Federal

I In the General Counsel's e in dii matter dated March 31, 1995, this Office informed the CoIunissio tam
evidence demonstrated that one ca'tion by Jody Scheck" which bad appeared to have been reimbusd had
not in fact been reimbursed.

A A
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Mr. Scheckter's behalf. Robert Motter was the Chief Financial Officer of Firearm Systems at

te times of the last two Motter, possibly at the insstence of Jody Scheckter,

made affirmaive efforts to disguise the fact that contributions were being reimbursed.2 The

Commission had been made aware of the violations through a sua sponle submission by

Firearms Systems.

At the time it made its reason to believe findings, the Commission approved one joint
conciliation agreement which addressed the violations of all of the Respondents.

Subsequently. on April 18. 1995, the Commission approved Subpoenas and

Orders to be sent to all Respondents. seeking answers to certain questions and the production of

certain documents. On August 8. 1995. the Commission approved additional subpoenas and

orders to be sent to the two banks which held accounts on which the reimbursement checks were

drawn. The Commission has also approved subpoenas for depositions.
Responses to the bank subpoens were received on September IS and 25, 1995. In the

normal course of events, the depositions authorized by the Commission would have been

scheduled shortly after receipt of the materials obtained from the banks. However, because the

staff attorney assigned to the this matter was also working on MUR 3485, depositions were not

conducted, and no activity occurred with respect to this matter for a number of months.

' The Commission's finlings regtadig Robert Mecredy revolved arMound the premise that he solicited the fit two

contributiot from Jody Scbeckter at time when Scheckter was a foreign national within the meaning of 2 U.S.C.
§ 441e.



11. ANALYSIS
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Rb it IMeerd bIn. submttod a response to the Gemal Counsel's Brief which agrees

with the conclusio of this Office. As noted in both the General Counsel's Brief and

Mr. Mecredy's reply brief the evidence in hand demonstrates that Mr. Mecredy neither knew of

Jody Scheckter, or was employed by Firearms Systems, at the time when the violations for which

reason to believe findings were made against him occurred. Accordingly, this Office

recommends that the Commission find no probable cause to believe that Robert Mecredy

violated 2 U.S.C. § 441e.

I1. DSCUSSION OF PROCMUA OPTIONS





X-rOMMENDATflNS

Find no probable cause to believe that Robert Mecredy violated 2 U.S.C. § 44 le.

Proceed to the next stage of the enforcement process regarding the remaining
Respondents.

Approve the appropriate letters.

Lawrence M. Noble
General Counsel

BY: c - f
Lois G. l ner
Associate General Counsel

Staff assigned: Tony Buckley

Date

IV.



FEDERAL ELEClOWW V WIn I, DC 204M
m m7,-T

MEWKRANDuM

TO: LAWRENCE M. NOBLE
GENERAL COUNSEL

FROM: MARJORIE W. EMMONS/LISA DAVI1
COMMISSION SECRETARY

DATE: OCTOBER 15, 1996

SUBJECT: MUR 4090 - General Counsl's Report dated October 8, 1996.

The above-captioned document was circulated to the Commission

on Wednesday. Octber 09.1996.

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

indicd by the name(s) checked below.

Commissioner Aikens

Commissioner Elliott

Commissioner McDonald

Commissioner McGarry

Commissioner Thomas

This matter will be placed on the meeting agenda for
Trolle. October 2 2 I9 9f.

P4e6se notify us who will represent your Division before the Commission on this
matter.
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Vtinin sftftng Systems Inc.;
Uair D. S"-e-- --"

ami@e Doem;
Robert Moter

m 4090

mrIF,0Oh'N6

I, Marjorie W. Rons, recording secretary for the

Federal Ilection Comission executive session on October 22,

1996, do hereby certify that the Comission decided by a

vote of S-0 to take the following actions in MUR 4090:

Find no probable cause to believe that
Robert Necredy violated 2 U.S.C. 1 441e.

Proceed to the next stage of the
enforcement process regarding the
rmini=4 Respondents.

(continued)



ftbea Ilotinem Comission Page 2
ce'ttlloatios for IR 4090
Ooto t22v 1996

Aprove the gpgropriato letters as
--c...n-ed in the General Counsel' s

October 8, 1996 report.

Conissioners ikons, Elliott, McDonald, Moarry

and Thoa voted affirmatively for the decision.

Attest:

fldretryof the Co~ission
Date
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In the Matter of

Robert Mecrody. MUR 4090

CERTITICATIOH

I, Marjorie W. Emmons, Secretary of the Federal Election

Comission, do hereby certify that on October 31, 1996, the

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

actions in NUR 4090:

1. Close the file with respect to Robert

Mecredy in MUR 4090.

2. Approve the appropriate letter, as
recommended in the General Counsel's
Memorandum dated October 25, 1996.

Commiassioners Aikens, Elliott, McDonald, McGarry, and

Thomas voted affirmatively for the decision.

Attest:

/0
Date

Secr ary of the Comiission

Received in the Secretariat: Mon., Oct. 28, 1996
Circulated to the Comission: Mon., Oct. 28, 1996
Deadline for vote: Thurs., Oct. 31, 1996

bjr

10:17 a.m.
11:00 am.
4:00 p.m.



#LfdtON COMMISSION
WASHINCTON. D C 20463

November 6, 1996

F. Joe*ahWuinaq.Gb..., D &Cncl
1050 ComicW Avmue, N.W.
W1lngems, D.C. 20036-5306

RE: MUR 4090
Robert F. Mecredy

Dear Mr. Wumiw

Ti is to advise you that on October 22, 1996, the Federal Election Commiso found
tha there is no pmba cause to believe your client, Robert F. Mecredy, violated 2 U.S.C.
§ 441e. Accordingly, the file in this matter has been closed as it pertains to your client.

The file will be made part of the public record within 30 days after it has been closed with
respect to eli ot 1Fpommits involved. Should you wish to submit any facua or legal
nmeiah w appe on the public record, please do so within ten days. Such materials should be
sent to the Office of the GeWal Counsel.

The Commision rminds you hat the confidentiality provisions of 2 U.S.C.
§§ 437sg(s4)(8) =d 437I(a)(12XA) rmain in effect until the entire matner has been cned.
The ....- u will may you when the entire file has been closed. In the event you wish to
waive Camfidewiality ader 2 US.C. § 437g(aXI2XA), written notice of the waiver must be
subui~- to the mia-- on. Receipt of the waiver will be acknowledged in writing by the
Commsuio

Should you have my questions, please contact Tony Buckley, the attorney assigned to
this matte, at (202) 219-3690.

Sincerely,

Lawrence M. Noble
General Counsel



... 3IALU

In the Mater of

FireuMs Training Syiinu IuL
Jody D. SchePr
Janice Dean
Robort Motter

) L44090
)
)
)

u-i
GENERAL COUNSEL'S REPORT

1. OACKGROUND

On Ocoe 22, 19969

the

Commission determined to proceed to the next stage of the enforcement process.
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C. Coadmiem

The be ag 3t ktres t t m playm in this maM: Firms

Sysms, Jody SchkW and Rober Moner.



.... ....m t C C, nmlulm tU no to*= as q

Jmtno Dow tha it ti no fluter action against Jody D. :10r, with re d tol

* iS do O 20, 199 md Femb y 13, 1990 u ;that it td no flhibu

actim agins Fimsm Trning Systems, Inc. with regard to violations surrounding the

Februay 13, 1990 cmM tiof that it accept the attached proposed joint conciliation ar

with Firearms Training Systems, Inc. and Jody D. Scheckter that it accept the attached proposed

conciliai~o a Pement with Robert Motter, and that it approve the apptowiate letters and close

the file.

In REZCDMMMNDATIONS

1. Take no funtr action against Janice Dean.

2. Take no fin-th action against Jody D. Scheckter with regard to violations surrounding
the October 20, 1969 wd February 13, 1990 contributions.

3. Take no further action against Fireans Training Systems, Inc. with regard to violations
suErru d Febmry 13, 1990 contribution.

4. Accept the atwo poposed joint conciliation agreement with Firearms Training

Syimnm, 1nw. ml Jody D. Sclm- .

5. Accept the attched proposed joint conciliation agreement with Robert Motter.



7. C'oss & SIC.

Limme N NoblNmmW C

I. 19ojois apemt wh Fi

sJmos S chd Sc
2. PSposped: e wiTh Robut Mona

Staff assigned: Tony Buckley

BY: 4. 0

Auo~Genera Counsd

V

a
N
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In the mattar of )

)
r/zft~ Wa*L MRtn,:~c 4090

Janie Demol
R hot *otter.)

CO, aorie W. Ions,, Secretary of the Federal ziection
Comissicm do hereby certify that On December 18, 1996, the
Cc Moison decided by a vote of 4-0 to take the following

actions in MDI 4090:
, 1. Take no further action against Janice Dean.

2. Take no further action against Jody D.Seheioktr with regard to Vriolatoms
our -diag the October 20, 1989 and
F uy 13, 1990 contributLms.

-3. TaW no further action agaijmt FireamsTrainag Sy stem, Inc. with regard toola surrounding the February 13, 1990
contribtion.

4. ACcet the proposed Joint conciliation
agrZint with Firearms Tralni Br'tin,Inc and Jody D. Scheckter, an reclmed inthe Gemeral Counsel's Report dated

e or 12, 1996.

S. Aeept the proposed joint conciliation
agr mt with Robert Notteor, as re dedin the General Counsel's Report dated
Degember 12, 1996.

(continued)



V~swa1 UeationCim~
Cwtification for Un 40g0

__IL lot 1996

POWe 2

6. A~rowve the -,,.a Lae letters, as
re ad "d is the eera Counsel a Report
dated Deemer 122v 1996.

7. Cloge the file.

Cmissioners Aikens, Zlliott, Moarry, and Thmas voted

affirmatively for the decision; Cntissioner McDonald did not

cast a vote.

Attest:

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

Fri ., Dec.
Fri., Dec.
Wed., Dec.

13v 1996
13, 1996
18, 1996

9t53 &.a.
12:00 p.s.
4:00 p.m.

bjr

'~; ~;4~



FEDERAL ELECTION COMMISSION

December 23, 19M

F. iONV Wwin, EAq.

100 Cmwdivut Avowg N.W.
Wa D.C. 2003.s30

RE: MUR 4090
Robert F. Mecrdy

Dew Mr. Wwa:

This is to advis YOU that this matter is now closed. The confidentiality proMISn at2 U.S.C. I 437#(aXl2) n01003Cr appy =Wd this matter is now public. In addition, although the
complet file MUNa be Placed On the public record within 30 days, this could occur at any timefolowang certification of the C m i's vote. If you wish to submit my factual or led
materials t0 aPP=C On the PubM3c recoIK please do so as soon as possile. While the file may beplaced on the public m'mo beAre receiving your additional material., any pamisdble
submissios will be added to ft public recr upon receipt

Ifyoub hav y t pleam Contact me at (202) 219-3690.

Sincerely,

Attorney

a., COMmisioy's 2M nAg iva,

NO TOXAY ANO TMORROW



FEDERAL ELECTION COMMISSION

Decebser 23 106

Steme W. Ludwiclc, Esq.
275 Lincoln Piedmont Badding
3405 Piedmont Road, NR
Atlant, GA 30505-1741

RE: MUR 4090
Jnice Dea

Dear Mr. Ludwick:

On October 27, 1994, your client, Janice Dea, was notfied that the Federal Election
Commison found eanm to believe that she violated 2 U.S.C. § 441f, ad Inowingy and
willfuly violated 2 U.S.C. I 44 If. On December 5,1994, you 1 bmitt-d a response to the
Commission's reaon to believe findings. After considerin the -..... of th mat, the
Commission detmined on December 18, 1996, to tdw no fuithr actionanst M&W s. Dem, and
closed the file in this mater.

The conidiaiy pmo at 2 U.S.C. I 437g(aXl2) no lou apply amd di owner
is now public. In &Vdk m d t compleft fie must be pl an lie p ei e co wtmin
30 days, this could occw at y time folblowing ctificaon of thl e m v. If you
wish to submit any fctual or legl maltials to qpear on the pulic recond, d o as soon
as pomie. W to file may be placed on he p ic record b e ceivi you afional
m als, any pemisl s wl be added to the pubfic recmd upo rec

If you have any quetion, plase contact me at (202) 219-3690.

Sinc 

e 
%

Aftm

Cel~ft On Comwien 2MI Annlers

VOMMAX TOIMY AND TORO
VO WGU*J5M"ftNMD



FEDERAL ELECTION COMMISSION
w Or. 3r..

Thoms J. Cwper, Eq.
Venable, Bati, Howad &Civlt
1201 New York Aventie, N.W.
Suite 1000
Wasingto, D.C. 20005-3917

RE: MUR 4090

Ficarms Training Systems, Inc.

Dear Mr. Cooper.

On Deceber 18, 1996, the Federal Election Comi aio accepted the signe
conciliation apeemnt -n& in put on your €iu's bdmiZ in s detm of violMin of
2 U.S.C. §§ 44 1b(a), 44 l1((I) Mcd 441 provisios of th FOd " Cumyui Act of
1971 , as amended. In addko the Conuissos k hhe an sim yourcs dit 6t
regardto violation smurcroum acorlbtinm eonFetmry 13, 1990. Aocosdhl, h file
has been closed in this umar.

The cofienlirovision-sat 2 U&C I 437g(&X12) so longer M*i ad this nw
is now public. In additio, alth& th cm w fie mufi be plad oath pubsc v i wia m
30 days, this could o at my G lMvwlag 1 a(l CouMvim's e If you
wish to bmity fi orb f m to peaonSo d~F Peco plmsedo o sm
as possibe. Wile the M way be placedo pmdc recod bere ayou timm1

materials, any pusbe ai will be added to doe pik jisao& tpon eceipL

information deived in connectio with any -oniliaio attempt will nt bome publi
without the writtn conum of fthi, copnde-t and th C mmbs . 2 U.S.C.
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~4t ~tP(r

*
MA

K4X1) lb ~usd emUlation agreement, however, will Wi. a put ot~ public

wB~~at**ab My execused coci~ d ~~vL
P~sm~~ vi 1 hs wlia30dasof Uic -Oamhn p ted

do ty oo ae quom, F aotac t me at (20) 219-309&

Sinly ,

C~UlathmAp~M



FEDERAL ELECTION COMMISSION

Gerard Treanor, Euq.
Cachais & Tremar
1100 Connecticut Aveue, N.W.
Suite 730
Washington, D.C. 20036

RE: MUR 4090
Jody D. Scbeckter

Dear Mr. Treanor

On December 18, 19961, the Federal Eection Comsinaceedtesgd
conciliation apremeAt -ubmtt, in part, on your che&Ws bebalft in elMn of violation Of
2 U.S.C. §§ 441b(a) and 441f, pvisio of the Federal Election Camp A of 1971, as
amended. In addition, the C took no fuathe action apint yow diem with regd to
violations surrounding adlmsde m On ciob 29,19 9 and Fhmay 13, 1990.
Accordingly, the file hm bee noed i this naw.

The confidentiality wovW00om at 2 U.S.C. f 437g(aXl2) no Ioe apply and ths matter
is now public. In addition, althhlo the compleft file must be plued a the public rc od within
30 days, this could occur at any iM o cWifngtl-n ofthe C= m 's vow Iffyou
wish to submit my faal orl O mai W appear othe p klb WudPk 5 oUo=
as possible. Whi the fie my be pled on the p ici ecord bebe reeivi g your -i"o-
materials, any pei munics il b to the pub rcrd upon iicipt

Information derived in coanecti n with any conciliation atemnpt will not become public
without the written coten of the esp andet ad the Commisso S 2 U.S.C.

CeMMW O tCawinio's "f* Aaw*vy



'Th elui miiulu aremct~howam.r wll bass a PEI Ofthe pdic

MOOw.s. -Winh Plin* I 30 days of Urs e k eimwaub
daf wymbn w bS2 oim AlMs coct me at (202) 219-36W0

Sincarey,

torn uey
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In the Matterof ) -

Firearms Training Systems, Inc. ) MUR 4090
Jody D. Schecker )

CONCILIATION AGREEMENT

This matter was initiated by the Federal Election Commission ("Commission"),

pursuant to information ascertained in the normal course of carrying out its supervisory

responsibilities. This matter was also initiated by a voluntary disclosure by Firearms

Training Systems, Inc. ("Firearms Systems"). The Commission found reason to believe

that Firearms Systems violated 2 U.S.C. §§441b(a), 4 41c(a)(1) and 441f, and knowingly

and willfully violated 2 U.S.C. §§44lb(a), 441c(aXI) and 441f; and that Jody D.

Scheckter violated 2 U.S.C. §§441b(a) and 441f, and knowingly and willfully violated

2 U.S.C. §§441b(a) and 441f.

"Reason to believe" is only a preliminary finding and is a statutory prerequisite to

an investigation to ascertain whether there is probable cause to believe a violation has

occurred. In an effort to resolve this matter, the Commission has not completed its

investigation. The Commission has neither considered nor made findings as to whether

there is probable cause to believe that the violations in this matter were knowing and

willful.

NOW, THEREFORE, the Commission and the Respondents, having participated

in informal methods of conciliation, prior to findings of probable cause to believe, do

hereby agree as follows:



IMF

Mawtr of this Fro-eeNn- and this agre emen has the A 9fc Mtn ~ ~ .

ao 2 U.S.C. I437)(4XAXi).

HI. Re -in have had a reasonable o ri to de mootate that no

ato should be takm in this matter.

m. Respondents enter voluntarily into this agreement with the C

IV. The pertinent facts in this matter are as follows:

Actors

I. Firearms Systems is a corporation within the meaning of 2 U.S.C.

I4b(a) which has entered into contracts with various departments and agencies of the

United States.

2. Jody D. Scheckter was the President of Firearms Systems from 1984 unt

July, 1996.

3. Robert Motter was the Chief Financial Officer of Firearms Systems froi

November, 1992 until August, 1994.

ii

Ag.icabje Law

4. Pursuant to 2 U.S.C. §441 b(a), it is unlawfid for any corporation to make a

contribution in connection with any Federal election, or for any officer or director of any

corporation to consent to any contribution by the corporation.

5. Pursuant to 2 U.S.C. §441 c(aX1), it is unlawful for any person who has

entered into a contract with any department or agency of the United States to make any

contribMtion of money to any political party, committee or candidate. The term "person"

includes corporations. So 2 U.S.C. §431 (11).

-2-

1



nn of uMother pern or knowingy permit his nM 0 he usMd o Offt such a

7. The following political contributions were made by checks drawn on

Mr. Schec ler's r l bank account:

10-25-91 Democratic Congressional Cmpaign Committee $2,000

2 04-14-92 John Glenn for Senate Committee $2,000

-. 3 08-13-92 Richard Ray for Congress $ 500

4 10-14-92 Friends of Newt Gingrich $1,000

5 02-02-93 Darden for Congress $1,000

6 06-05-93 Friends of Newt Gingrich SL4

Total $7,500

8. The otib~utio*s on the chart above involved Mr. Scheckter's role as

.Prsidet of Firearm Systms. After the contribution checks were issued, Mr.

's sclrear, a position filled by different persons at different times, submitted

reqests to Firearm Systems to reimburse Mr. Scheckter for these political contributions.

Thes requests each indicated that the reimbursement was being sought for a political

contributio"In made by Mr. Scheckter and were handled the way business-related

reimbursement req-ets vwe routinely handled within Firearms Systems.

9. In FebrMry 1993, the secretary sought reimbursement for a political

contribution by Mr. ScAeckler from Robert Motter. This contribution was the first

-3-



4 a~lacmai.bv W ohmgr le W Moidtbecw *h.C

of Firearms Systems.

10. A p--cae wa lst lishod whereby *a. amry would, an aqstulY

basis, inform Mr. Motter of the contributions that required reimbrmnt Mr. Motter

would then submit requests for special payroll bonus checks for Mr. Scheckier. The

requests instructed the payroll office to process these checks in the normal processing of

payroll but via a separate check in an amount such that, when taxes were removed,

Mr. Scheckter was reimbursed in full for his contributions.

11. The method created the appearance that the checks issued to Mr. Scheckter

were bonuses issued in the normal course of business, masking the true purpose of the

checks. Contributions numbered 5 and 6 on the chart above were reimbursed in this

manner.

12. Respondents assert that the violations at issue here were not committed

knowingly and willfully. Moreover, Mr. Scheckter asserts that he was not aware of the

reimbursements until some point in May, 1994, more than one year after the last

reimbursement.

13. Prior to the voluntary disclosure to the Commission by Firearms Systems,

Mr. Scheckter reimbursed Firearms Systems for the contributions for which he was

initially reimbursed.

14. Prior to the voluntary disclosure to the Commission by Firearms Systems,

Firearms Systems instituted compliance procedures to insure that their obligations under

the Act are met in all respects.



V. Through their participation in the reimburement effo s involved a ti

oaaim in the cbart aboe Firms SysMS, and its thn-Preside Mr.

made six contributions totaling $7,500, which were in violation of 2 U.S.C. §9441b(a)

and 441 f. As a result of the above contributions, Firearms Systems also violated 2 U.S.C.

§441c(a)(l).

VI. Respondents will pay a joint civil penalty to the Federal Election

Commission in the amount of Ninety Thousand ($90,000), pursuant to 2 U.S.C.

§437g(aX5XA).

VII. This conciliation agreement, unless violated, is a complete bar to any

further action by the Commission with respect to this matter, including the bringing of a

court proceeding under 2 U.S.C. §437g(a)(6XA).

VIII. The Commission, on request of anyone filing a complaint under 2 U.S.C

§437g(aX 1) concerning the matters at issue herein or on its own motion, may review

compliance with this agreement. If the Commission believes that this agreement or any

requirement thereof has been violated, it may institute a civil action for relief in the

United States District Court for the District of Columbia.

IX. This agreement shall become effective as of the date that all parties hereto

have executed same and the Commission has approved the entire agreement.

X. Respondents shall have no more than 30 days from the date this agreement

becomes effective to comply with and implement the requirement contained in this

agreement and to so notify the Commission.



parties on the maer rali$o Wa'ein, ad no, ad= or - ithw

wruior cmi. sbt dfpwt * hl Oitin

this wrft sha be mafo a m..

FOR THE COMMISSION:

Lawrence M. Noble
General Counsel

BY:

Associate Ceneral Counsel

FOR RESPONDENT
FIREARMS SYSTEMS, INC.:

Thoalm J. M?vename, fu How At Civiet LLP

FOR THE RESPONDENT
JODY D. SCHECKTER:

Gerard Treanor
Cacheris & Treanor

u~I/ 61(

DEjf

, 1gteDat "

DC2DOCSI.3334.01

*6..



FEDERAL ELECTION COMMISSION

Domusb.m U, 19W

Robert Motter
223 Island Drive
St. Simon's Island, Georgia 31522

RE: MUR 4090

Dear Mr. Motter:.

On December 18, 1996, the Federal Election Com n accepted the signed
conciliation agreement submitted on your bealf in settlement of knowing and willful violations
of 2 U.S.C. §§ 441b(a) and 441, proviions of the Federal Election Cunpaig Act of 1971, a
amended. Accordingly, the file has ben closed in his matur.

The confidentiality prvision at 2 U.S.C. § 437g(aXI2) no lonr apply and this matter
is now public. In addition, ahoug the complte file mn be plae on thepblic reco witWn
30 days, this could occr at my time following catifictimosofthe Coam iuions vote. If you
wish to subMit any factuml or Id mamihs to Vs o the uc reoed, pisae do so a
as possible. Whil the file maybe p ed on the public od befae receiving your addi
materials, any ible submiim wil be added to te pjc remd upo rceip

normation derived in -omectios with ny cocliatio atempt will o becme pMbk
without the written comet ofth rqoden ud thee Coandon. .qS 2 U.S.C.

Cawov or cownhmios NO~ Anwfwewy

vW DIX. N@



Seme however. will b esima put of PA&

uyexecuted concillm h a gift
Isd 0 30 &M of thecniiIMqw~ ev

da Vrnhs~ u~Omk pb m m nme at (202) 2191-3690.GN=

sincerely,,

Tony uckley
Ataul

Contmilistion Agreme

9 ~ A



AIL
In the Matter of )

Robert Motte) MUR4090

CONCILIATION AGRtgEMENT

This matter was initiated by the Federal Election Commission ("Commission"), Pursuant

to information ascertained in the normal course of carrying out its suevisory repnsibilitie.

The Commison found reason to believe that Robert Motter ("Respondent") knowingly and

willfuly violated 2 U.S.C. §§ 441b(a) and 441f.

NOW, THEREFORE, the Commission and the Respondent, having participated in

informal methods of conciliation, prior to findings of probable cause to believe, do hereby agree

as follows:

I. The Commission has jurisdiction over the Respondent and the subject matter of this

proceeding, and this agreement has the effect of an agrVement entered pursuant to 2 U.S.C.

§ 437g(aX4XA)(i).

II. Respondent has had a reasonable opportunity to demontate that no action should be

taken in this matter.

Ill. Respondent enters voluntarily into this agreement with the Commission.

IV. The pertinent facts in this matter are as follows:

A=m

1. Firearms Training Systems, Inc. ("Firearms Systems") is a corporation within the

meaning of 2 U.S.C. § 441b(a).

2. Jody D. Scheckter was the Chief Executive Officer of Firearms Systems at the time

of the events in this matter.
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1992 until Augus 1994.

4. Pursuamto 2 U.S.C. § 441b(a), it isunlawfil foruany crpr ti to make a

contribution n connection with any Federal election, or for any officer or director of any

corporation to consent to any contribution by the corporation.

5. Pursuant to 2 U.S.C. § 441 f, no person shall make a contribution in the name of

another perso or knowingly permit his name to be used to effect such a contribution. This

section also prohibits any person from knowingly helping or assisting any person in making a

U) contribution in the name of another. Se 11 C.F.R. § I10.4(bXl Xiii).

1q 6. The Commission's standard for determining whether a violation is knowing and

M willful requires evidence that a respondent acted contrary to the law with an active awareness
N.

that he was violating the law. S,. Natinal Right to Work Commit- V. Fg, f-

to Commiuin 716 F.2d 97, 101 (D.C. Cir. 1983).

Eventgaessina iolainm

7. The following political contributions were made by checks drawn

C, on Jody Schekts personal account.

HaDs BakB2 Amomi

1 02-02-93 Darden for Congress $1,000

2 06-05-93 Friends of Newt Gingrich Sim

$2,000

8. In February 1993, Scheckter's secretary sought reimbursement for a political

contribution by Jody D. Scheckter from Respondent.



9. In Nop f l o the smuy*'s rques, md what he un dersotodas In n

from Jody Scheckter, Respoden submited two request for payroll bonus checks for

Mr. Scbekue. The rques ins I the payr office to pmce teme checks in the nonna

pocessing of payroll but via a sepwt check in an amount such that, when taxes we=renwv,

Mr. Scbeckter was reimbursed in full for his contributions.

10. The method created the appan that the checks issued to Jody D. Scheckter were

bonuses issued in the normal course of business, masking the true purpose of the checks.

11. Respondent contends that he created the reimbursement method under duress, in that

he feared he would have lost his job had he not done so.

12. Respondent has provided relevant information to the Commission and other Federal

agencies in connection with investigations under their jurisdictions.

V. Through his involvement in the reimbursement efforts, Robert Motter violated 2 U.S.C.

§§ 441b(a) and 441f. Mr. Motter's violations were knowing and willful, within the meaning of

the Federal Election Campaign Act of 1971, as amended.

VI. Respondent will pay a civil penalty to the Federal Election Commission in the amount

of One ThMand Dollars (S1,000), pursuant to 2 U.S.C. § 437g(aX5XA).

VII. The Commission on request of anyone filing a complaint under 2 U.S.C. § 437g(aXl)

concerning the matters at issue herein or on its own motion, may review compliance with this

agreement. If the Commission believes that this agreement or any requirement thereof has been

violated, it may institute a civil action for relief in the United States District Court for the District

of Columbia.

VIII. This agreement shall become effective as of the date that all parties hereto have

executed same and the Commission has approved the entire agreement.

IX. Respondent shall have no more than 30 days from the date this agreement becomes

effective to comply with and implement the requirement contained in this agreement and to so

notify the Commission.
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January 10, 1997

LawrTence M. Noble, Esq.
General Counsel -

Federal Election Commission O,,,
999 EStreet, N.W. -
Washington, D.C. 20463

Re: MUR4090
Firearms Training Systems, Inc.
Jody D. Scwhecktr

Dear Mr. Noble:

This letter is submitted on behalf of the respondents in MUR4090: Firearms Training
Systems. Inc. and Mr. Jody D. Schecktar. Mr. Buckley's letter of December 23, 1996, indicated
that we may submit legal or facbWu trials to appear on the public record. By this letter, and
on behalf of the two named repndents ve are providing such information for inclusion in the
public record.

Or of hew M&r

This matter was instituted on July 1, 1994, by a voluntary disclosure by Firearms
Training Systems, Inc. ("the Company") which provided a full record to the Commission. This
disclosure was made shortly after the Company became aware that them had been activities
which may have violated the Federal Election Campaign Act. Moreover, both respondents have
been entirely cooperative throughout the Commission's review of this matter.

Rexi Acileus

The Company has implemented various remedial measures as a result of this matter and
has provided training to its employees involved in seeking, authorizing or processing
reimbursements to ensure that they are aware of the requirements of the Act.

MehOh

Initially, after a political contribution was made, reimbursement would be typically
sought with a check request which would state "donation" or some other similar notation. Early
in 1993. a reimbursement of a political contribution was sought from the newly hired Chief
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Lawrence M. Noble. Esq.
January 10, 1997
Page 2

Financial Officer of the Company, Robert Motter, who told a secretary, who had sought the
reimbursement in a ministerial capacity, that it was not proper for the Company to repay
Mr. Scheckter by using the expense reimbursement method. Rather, Mr. Motter informed the
secretary, according to her statement, that amounts paid for political contributions should be
submitted to him on a quarterly basis and that he would then authorize the issuance of special
payroll bonus checks to Mr. Scheckter to cover the amount of the political contribution, as well
as all applicable taxes.

We interviewed Mr. Motter with respect to this issue. He had joined the Company in
November of 1992, and the discussion referenced in the preceding paragraph concerned the first
instance in which he had been presented with a political contribution for reimbursement. He said
that he had come up with a quarterly reimbursement method because he assumed that the
secretary had been speaking for Mr. Scheckter and claimed that he told the secretary at some
point thereafter that he would approve no more such reimbursements. The secretary does not
recall this conversation, nor does she recall submitting any additional requests for
reimbursements after July 1993.

Regardless of whatever Mr. Motter may have inferred from his conversation with the
secretary, it is significant that he did not claim to have been told to reimburse contributions by
Mr. Scheckter or by some other identified executive of the Company. Also, we have no
information that Mr. Motter ever informed any executive that it was improper nor that he
requested legal advice regarding the reimbursements.

Actions by Jody D. Scheckter

Mr. Scheckter was aware that he had made personal political contributions to Federal
candidates. However. he was not aware that any such contributions had been reimbursed by the
Company until checks and additional relevant material were assembled and brought to his
attention at some point in May of 1994. nearly one year after the last reimbursement.

It is entirely natural and credible that Mr. Scheckter would be una% are that his
contributions had been reimbursed by the Company in that he was totally absorbed in the
management and growth of his business. In fact, Mr. Scheckter did not even maintain his own
personal check book as was emphasized in various witness statements. Finally', when the
reimbursements were brought to his attention, Mr. Scheckter promptly repaid the corporation for
the original reimbursements.

As Mr. Scheckter stated in his sworn statement to the Commission:

DC200CS1 35250.01
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1, along with other FATS employees, relied on Mr. Motter to oversee the
propriety of the expenditure of corporate funds, including ensuring that all

corporate expenditures complied with applicable laws. I had no reason to expect

that Mr. Motter would conduct himself in anything other than a lawful manner.
I assumed ... that Mr. Motter would not authorize an action which he clearly

knew to be unlawful. The creation of an unlawful reimbursement mechanism
was entirely Mr. Moner's doing and represented a complete abdication of his

responsibilities as Chief Financial Officer.

Mr. Scheckter also stated under oath that Mr. Motter never suggested a plan of this type

to him nor would he have condoned the implementation or execution of an% unlawful

reimbursement plan. The long and short of the matter is that when the subject of reimbursements

of political contributions was initially brought to the attention of the Chief Financial Officer.
Mr. Motter had the opportunity to exercise his responsibilities but instead -looked the other way"

and aggravated the situation with his reimbursement plan.

Very truly yours.

Thomas J. Madden
Thomas J. Cooper
Venable, Baetjer. Howard & Civiletti, L.L.P.

Counsel for Firearms Training Systems, Inc.

Gerard Treanor
Cacheris & Treanor
Counsel for Jody D. Scheckter

DC2DOCSI 35250,01
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Januauy 14, 1997 C"

Tony Buckley, Esq. r4 ,-=) -f.r.
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR4

Dear Mr. Buckley:

I have enclosed a check for the amount of the civil penalty in MUR4090.

Thank you for your continuing courtesy in this matter.

Very truly yours,

TJC/ba

Enclosure

DC2DOCSI.35901.01

%i ~ ~ .



F36633

43834 81/89/97 F36633

FIREARMS TRAINING SYSTEM, INC.
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OOC Docket

Rosa E. Swinton
Accounting Technician

January 14, 1997

U,.

Lesie D.TBrhnicia
Disbursing Technician

SUBJECT: Account Determination for Funds Received

We recently received a check from aino aystm i n*#

check number 43834, dated January , 1997, for the amut . ,

$90,000.00. A copy of the check and an correspondence is being9 fwarde.W,

Please indicate below which account the funds should be deosit and give

the MUR/Case number and name associated with the deposit.

-- a a i lHikHS'll~g~I inm ~i = - mw B 88 SB in i nBm H B HD H

Rosa E. Swinton
Accounting Technician

FROM:

SUBJECT:

Leslie D. Brown
Disbursing Technician

OGC Docket

Disposition of Funds Received

__ Budget Clearing Account (OOC), 95F3875.16

ACivil penalties Account, 95-1099.160

Other.

0

'Signature

5 /-/7 -7_Dbate

Ceeb ruirig the Commissson's 201h Anniversdry

YESTERDAY, TODAY AND TOMORROW

DEDICAITE TO KEEPING THE PUBLIC INFORMED

TO:

FROM:

p i

r4

a

TO:


