FEDERAL ELECTION COMMISSION

WASHINCTON DC 20463

THIS IS T™E BEGINING OF MR # _ 4720

DATE FILeD 3/ CAERA NO, _

cAeran _ EES




DEFENSE CONTRACT AUDIT AGENCY
8728 JOHN J. KINGMAN ROAD, SUITE 2135
FORT BELVOIR. VA 220606219

" Pre- MU

{

OAL 730424
16 CEC
Ms. T ois L emer
Associate General Counsel for Enforcement
Federal Elections Commission
999 [ Street NW
Washington, D.C. 20463

Dear Ms [ emner:

The enclosed Suspected Irregularity Referral Form (DCAA Form 2000.0) i1s forwarded for
appropriate action. Please request any investigative agency to which this matter is referred o
provide us with their case control number. the investigating agent’s name. telephone number. and
address. and any information regarding significant events in the investigation. [n any event. we
would appreciate being informed of the disposition of this case. We would also appreciate the
Federal Election Commission’s counsel on whether. and under what conditions. government
contractors like Bechtel can make contributions without violating the provisions of Title 2
(441¢c).

T'he DCAA point of contact for audit matters is Mr. Joseph P. Riden. Branch Manager.
whose telephone number is (413) 768-3620. Should audit assistance be required in a follow-up
investigation. the point of contact 1s Ms. Patncia Tranberg. Regional Investigative Support
Division Chiet, whose phone number is (714) 228-7030. The DCAA point of contact for fraud
matters is Mr. Keith Cosper, Justice Liaison Auditor. who can be reached at ( 703) 767-2285.

Sincerely.

Russel¥d Richards
Assistant Director
Olperations

bnclosure
DCAA Case No 98-009 (Bechtel Group. Inc.)

Copy turmshed
DOJ-Civil Division ow o encli
RD. Mid-Atlantic Region (w o encli
Branch Manager. Peninsula Branch Ottice (w o encl)

FOR OFFICIAL USE ONLY
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1. Name, FAO, RORG number, Phone, FAX numbers, E-Mail address of Auditor preparing the referral

2. Name, Division, and Address of Contractor. Identify if a Small/Disadvantaged (8a) firm.
Bechtel Group, Inc., 50 Beale Street, San Francisco, Califomia 94119-3965.

3. Governmeat entities (e.g. Navy, DOE, HHS, etc.) afTected by irregularity. If possible, identify contract(s),
types, amouats, and major program(s) affected.

Unknown. However, it appears that the company eliminated political contribution transactions from costs
allocated to Government contracts.

4. Classification of irregularity (See listing in attached instructions)
Potential Ethicial Violation - Political Contributions

5. Concise description of Irregularity. Criteria: who, what, where, when, how, how much. If possible,
identify regulatory provisions and'or statutes violated. Attach documentstion (appropriately cross-
referenced) as necessary.

See Attached for Description.

6. Reason for treating this as other than normal questioned costs (e.g.; if suspected fraud, where is the
material statement. which is false. and why do you think it is known by the maker o be false?)

It appears that some of the company’s political contributions are potentially in violation of a U.S. Statue
{Title2U S C 441). The contributions were not questioned as the company voluntarily excluded these costs from
the indirect expense pools allocated to government contracts

7. Estimated loss or impact to the Government. Explain basis and any reasoas for limited current visibility
of total losses),

/\ Unknown However, it appears that the company eliminated these transactions from costs allocated to
G(ﬁvemmcnt onfracts

8. F»gn*m)e ng date of Auditor and FAO Manager (must be signed and dated)

_:g/.jé,‘-/i? A_@(A—«'-‘_/ /_’/{:_‘:‘!;_ _ . __// 4o ?7

Date Brahch Mapager/Resident Auditor Date

I f
9. bls!rihutnom/)CAA Headquarters OAL. and Federal Election Commission (through OAL).

f {

: AAF 2044 | Supersedes DCAAF 2000 0 dated Apnl 1996
Iy 1997

o




DCAA4 SUSMPCTED IRREGULARITY REFESRAL FORM

5. Description of I e

Bechtel Group. Inc. (BGI), is a privately held company headquartered in San Francisco,
California with worldwide operations. BGI. a major government contractor with annual revenue
exceeding $4 billion, provides engineering. construction, and project management services to
various DoD. nonDoD and commercial customers. During 1995, BGl's revenue generated from
government contracts totaled $900 million

Our review of BGI's 1993 Corporate accounting transactions disclosed payments to the
Democratic and Republican parties and commaittees in an apparent violation of 2 U.S.C. 441c. -
Contributions by government contractors. Specifically, payments were made to the National
Republican Congress, Republican Eagles. Democratic Congress Campaign and Democratic
National Committee. The statue states that 1t 1s unlawful for any person or corporation who
enters into any contract with the United States .  to make anyv contribution of money or other
things of value, or to promise expressly or impliedly to make any such contribution to any
political party. commuttee. or candidate for public office or to any other person for political
purpose. These transactions potentially are in vielation of the subject statue are highlighted on
the enclosed pages A copy of the law is also attached.

Attachment to DCAAF 2000.]




FEDERAL ELECTION COMMISSION

WASHING TON [0 0468
December 23, 1997

Russell J. Richards

Assistant Director

Operations

Defense Contract Audit Agency

8725 John J Kingman Road. Suite 2135
Fort Belvoir, VA 22060-6219

RE Pre MUR 359

Dear Mr Richards

This 1s to acknowledge receipt of vour letter dated December 19, 1997, advising us
of the possibility of a violation of the Federal Election Campaign Act of 1971, as amended
("the Act”) by Bechtel Group. Inc We will review the matter and advise vou of the
Commussion's determination

Pursuantto 2 US C ¢ 437gtax4xB)and § 437g(aX 12X A), the Commission's
review of this matter shall remain confidential until the file has been closed

If vou have any questions or additional information, please contact Jennifer H. Bovt
on our toli-free number. (8001424-9530 Our local number 1s (202) 219-3690. Qur file
number for this matter 1s Pre-MUR 3359

Sincerely.

[ awtence M Noble
General Counsel

/
:
¥
B3Y {oisG Lerner 3

Associate General Counsel




FEDERAL ELECTION COMMISSION

WASHINGTON DO 20468

January 13, 1998
Russell J. Richards, Assistant Director
Operations
Defense Contract Audit Agency
8725 John J Kingman Road, Suite 2135
Fort Belvoir. VA 22060-6219

RE Pre MUR 359
Dear Mr Richards.

This 1s to follow up on our letter dated December 23, 1997 which confirmed our
receipt of vour referral of a possible violation of the Federal Flection Campaign Act of
1971, as amended ("the Act") by Bechtel Group, Inc

Pursuantto 11 CF R § 115 2, the prohibinon against pohtical contributions made
by federal contractors applies only to federal elections and does not apply to contributions
or expenditures 1in connection with State or local elections  We are enclosing a copy of our
regulations for vour convenience

[f vou have any questions or additional information. please contact Jennifer H. Bovt
on our toll-free number. (800)-424-9530 Our local number 1s (2021 219-3690. Our file
number for this matter 1s Pre-MUR 359

Sincerely.

L awrence M Noble
General Counsel

Lois G lLemer
Associate General Counsel
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FIRST GENERAL COUNSEL'S REPORT

PRE-MUR: #359
DATE ACTIVATED: 1/15/98

STAFF MEMBER : Susan L. Lebeaux
SOURCE: INTERNALLY GENERATED
RESPONDENT: Bechtel Group, Inc.

RELEVANT STATUTES: 2 U.S.C. § 441c(a)
11 CFR. §1152(a)

INTERNAL REPORTS CHECKED: Referral Matenials and FEC Indices
FEDERAL AGENCIES CHECKED: Defense Contract Audit Agency

This matter was generated by a referral from the Defense Contract Audit Agency
("DCAA™), an agency of the Department of Defense. According to the attached referral
materials. the DCAA’s review of the 1995 corporate accounting transactions of Bechtel Group,
Inc. ("BGI7) disclosed payments to Democratic and Republican entities which might violate
2U S C §44ic According to the referral materials and publicly available resources, BGI 1s a
privately held company headquartered in San Francisco, California with worldwide operations

and 1s a major government contractor

According to the reterral. BGI was not questioned about the pavments by DCAA as “the
company voluntarily exciuded these costs from the indirect expense pools allocated to

government contracts




FACTUAL AND LEGAL ANALYSIS
The Law

The Federal Election Campaign Act of 1971, as amended (“the Act™). prohibits federal
contractors from making, directly or indirectly, any contributions or expenditures of money or
other things of value to any political committee or other person for any political purpose or use.
2US.C §441c(a)l). This prohibition does not apply to contributions or expenditures in
connection with state or local elections. 11 CFR.§ 115.2ta). See AO 1973-99; see also AO’s
1985-23 and 1993-12°

B.

The DCAA referral materials identified the specific pavments at issue as ones identified
in the corporate records as going to the National Republican Congress. Republican Eagles.
Democratic Congress Campaign and the Democratic National Committee and provided
documents which specified the dates and amounts of these paymem.\‘.: ['he public record

confirms that all of these pavments appear to represent 1995 contributions made by either BGI or

Any contribution i connection with tederal elections trom a corporate tederal contractor
from 1ts general treasuny tunds would also vielate 2 U.S.C. § 441 bia)

[he referral materials also show a number of 1993 payments by BGI to numerous non-
federal committees and candidates. The DCAA did not specitically question these payments in
its referral. and they do not appear to raise any questions under 2 U.S.C. § 441¢(a). The referral
documents also include BGI s account classitication codes and descriptions. While there are
available codes tor "Public Relations Political Contributions Political Contributions,™ and
certain. but not all. payments to what appear to be state and local political entities are so
classitied. the contnibutions discussed below appear to be classitied as either “Washington
Office’Other™ or “Public Relations Political Contnbutions Other Lobbving Expenses.”™ This

Oftice has no explanation for these classiticanons
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its subsidiary, Bechtel Corporation.” to the following non-federal accounts®: 1995 Rep S/H
Dinner Trust (Non-Federal); NRCCC-Nonfederal Account; Republican National State Election
Committee: DCCC Non Federal Account #1; and DNC-Nonfederal-Corporate.®

Based on the above, it appears that the payments at issue represent contributions that
were not in connection with federal elections. and were therefore not prohibited by the Act.
Accordingly. this Office recommends that the Commission find no reason to believe that Bechtel
Group. Inc. violated 2 US.C. § 441¢c(a).
1. RECOMMENDATIONS

Open a MUR

Find no reason to believe that Bechtel Group. Inc. violated 2 U.S.C. § 441c(a).

No federal contributions by other BGI subsidiaries were found. Pursuant to 2 U.S.C.
§d44lctbyand 11 CF R.§ 115.3(a). BGI has established a separate segregated tund. and that
fund has made numerous political contributions to federal candidates and committees.

[he reciprents are listed as they appear in the FEC contributor indices.

In the reterral documents. there two additional pavment entries to the Democratic
National Commuttee. one tor $10.000 and the other for {$10.000). with a cross-reterence to the
first entry. hese entries appear to cancel each other out. and there is no evidence of these
contributions n the public record. The public record also shows two additional 1993
contributions to nontederal accounts for which there appear to be no corresponding entries in the
reterral documents. one to DNC-Nonfederal-Corporate. and the other to RNC Republican
Natonal State Elecuons Committee




Close the file.

Approve the appropriate letters.

Date

2\1\ag
\

Attachment
DCAA referral matenals

[ awrence M. Noble
General Counsel

G e —

Lois G. 1 cr‘wr
Associate General Counsel




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Bechtel Group, Inc. Pre-MUR 359

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on February 13, 1998, the

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

actions in Pre-MUR 359:

- \
i Open a MUR. AN = 11'7 X

b Find no reason to believe that Bechtel Group,
Inc. violated 2 U.S.C. § 441lc(a).

Close the file.
Approve the approriate letters, as
recommended in the General Counsel's Report
dated February 6, 1998.
Commissioners Aikens, Elliott, McDonald, McGarry, and

Thomas voted affirmatively for the decision.

Attest:

/j MW,W/
rjorie W. Emmons
Secrefary of the Commission

Received in the Secretariat: Fri., Feb. 06, 1958 12:44
Circulated to the Commission: Mon., Feb. 09, 1958 11:00
Deadline for vote: Thurs., Feb. 12, 1998 4:00

1rd




FEDERAL ELECTION COMMISSION

WASHINCTON DO 20403

February 25, 1998

Adnan Zaccaria

President & Chief Operating Officer
Bechtel Group, Inc.

P O. Box 193965

San Francisco, CA 94119

RE:  MUR 4720
Bechtel Group. Inc.

Dear Mr. Zaccana:

On February 13, 1998, the Commission found. on the basis of information in a referral
from the Defense Contract Audit Agency and in public record materials, that there is no reason to
believe Bechtel Group, Inc. violated 2 U S.C. §441c(a). a provision of the Federal Election
Campaign Act of 1971, as amended. Accordingly, the Commission closed its file in this matter.

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

If vou have any questions. please contact Susan [ ebeaux. the attorney assigned to this
matter at (202) 219-3690.
Sincerely.,

[ awrence M. Noble
General Counsel

{\‘1‘(‘!1&‘ Cr

Associate General Counsel
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FEDERAL ELECTION COMMISSION

WASHINCTON D C 20403

THIS IS HE DD OF MR # 4/ 728
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