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DEFENSE CONTRACT AUDIT AGENCY
11125 JOHN J. KMfGMAN ROAD. Slim 2135

FORT BI1'.OIR. V'A l2ft219

OAL 730.4.2.4
18 DEC I*~

Ms. Lois Lerner
Associate (General Counsel tor Fntborcement
Federal Elections Commission
999 F Street NW
Washington. D.C. 20463

Dear MIs. Lerner:

The enclosed Suspected Irregularity Referral Form (DCAA Form 2000.0) is forwarded for
appropriate action. Please request any investigative agency to which this matter is referred to
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. In any event. w~e
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
(441lc).

The DCAA point of contact for audit matters is Mr. Joseph P. Riden, Branch Manager.
%,.-hose telephone number is (415) 768-5620. Should audit assistance be required in a follow-up
investigation, the point of contact is Ms. Patricia Tranberg. Regional Investigative Support
Div-ision Chief. whose phone number is (714) 228-7030. The DCAA point of contact for fraud
matters is Mr. Keith Cosper. Justice Liaison Auditor, who can boe reached at (703) 767-22185.

Sincere]\.

Russel Richards
kssistant D)irector

Operationis

I)(AA Case No. 48-001) (Bechtel (iroup. Inc.)

(cOp furnished:
I)( D-( iviision i % o endl)

RD. Mid-Atlantic Reewon (%%-o enclh
Biranch \1anaier. Peninsula B~ranch Office 4\N o enkcl i
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* [4ASE NO 949.. QO

1. Name, FAO, RORG number, Ph..., FAX mumbers E-Mail address of Auditor preparing the referraL

L. Name, Division, and Addres of Contractor. Identify If.a SmaWIIDsadvastaged (Sa) firm.

Bechtel Group, Inc., 30 Beale Street, San Francisco, California 94119-3%65.

3. Government entities (eg. Navy, DOE, HHS, etc.) affected by Irregularity. If possible, identify contract(s),
types, amounts, and major program(s) affected.

Unknown. However, it appears that the company eliminated politica contribuition 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. Atah documeutato (appropriately cross-
referenced) as necessary.

See Attached for Description.

6. Reason for treating this as other than normal questioned costs (eg.; if supected fraud, where is the
material statemen, which Is faiM, and why do you thiak It is kamw by the maker fe be fase?)

it appears that some of the company's political contributions are potentially in violation of a U.S. Statue
(Title 2 USC. 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 ay reason for limited current visibility
of total los

Unkno -n. However, it appears that the company eliminated these atrasactions from costs allocated to
G vernment acts.

a. ign u e ni date of Auditor and FAO Manager (must be signed and dated)

I it 3'±L. .~L~t~/f z~4. ". ~'7
-Audit r Date Br ch Manageri/Resident Auditor Date

9. istributto DCAA Headquarters OAL and Federal Election Commission (through OAL).

A.AJ 20",, Supenedes DCAAF 2000 0 dtmed April 1996



5. DeScrntion of Irgularity

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

Our review of BGI's 1995 Corporate accounting transactions disclosed payments to the
Democratic and Republican parties and committees 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 it is unlawNful for any person or corporation who
enters into any, contract with the United States.. to make anv' contribution of money or other
things of value. or to promise expressly or impliedly to make any such contribution to any
political party. committee, or candidate for public office or to any other person for political
purpose. These transaictions potentially are in violation of the subject statue are highlighted on
the enclosed pages, A copy of the law,. is also attached.

Attachment to DCAAF 2000.1

DCAAVU5L&TFJ2,MREGUJJ RITY REEAA L



FEDERAL ELLCTION COMMISSION
WASH,(.r M 10Z(4h;

December 23. 1997

Russell J. Richards
Assistant Director
Opera tions
Defense Contract Audit Agenc%
8725 John J. Kingman Road, Suite 2135
Fort Belvoir, VA 22060-6219

RE Pre MUR 359

Dear Mr. Richards-

This Is to acknowledge receipt of your 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 W IlII review the matter and advise you of the
Commission's determination.

Pursuant to-'2 U S-C § 437g(aX4XB) and § 437g(aX 12XA), the Commission's
review of this matter shall remain confidential until the file has been closed.

If you have any questions or additional information, please contact Jennifer H. Bovt
on our toll-free number. (800)"24-9530. Our local number Is (202) 219-3690. Our file
number for this matter is Pre-MUR 359

SincerelN.

I av~ence M. Noble
Gjeneral Counsel

B Y I ois 6 Lerner__
A,;,ociate (eneral Co)unsl~
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FEDERAL ELECTION COMMISSION
W ASH1%(,1ON DC .1046)1

January 13, 1998

Russell J. Richards, Assistant Director
Operatons,
Defense Contract Audit Agency
8725 John J. Kingmanl Road. Suite 2135
Fort Belvoir, VA 22060-61219

RE- Pre MUR3-;9

Dear Mr. Richards:*

This Is to follow up on our letter dated December 23, 1997, which confirmed our

receipt of your refer-ral of a possible violation of the Federal Election Campaign Act of

197 1. as amended ("the Act") by Bechtel Group, Inc.

Pursuant to I1I C.F.R. § 115.2, the prohibition against political contributions made

by federal contractors applies only to federal elections and does not apply to contributions

or expenditures in connection With State or local elections We are enclosing a copy of our

regulations for your convenience.

If you have any questions or additional informnation, please contact Jennifer H. Bovt

on our toll-free number. (800 )-424-9530. Our local number is (202) 219-3690. Our file
number for this matter is Pre-MUR 359.

Sincerel%.

Lawrence M Noble

General Counsel

B3Y L-ois G L erner
Associate General Counsel



FEDERAL ELECTION COMMIS Ii -

999 EStreet N.W. ~ A

Washington, D.C. 20463~ V1 1Z41 i
FIRST GENERAL COUNSEL'S REPORT

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

STAFF MEMBER: Susan L. Lebeaux

SOUJRCE: INTERNALLY GENERATED

RESPONDENT: Bechtel Group, Inc.

RELEVANT STATUTES: 2 U.S.C. § 441c(a)
I I C.F.R. § 11 5.2(a)

INTERNAL REPORTS CHECKED: Referral Materials and FEC Indices

FEDERAL AGENCIES CHECKED: Defense Contract Audit Agency

1. GENEAIN OFMATTER

This matter was generated by a referral from the Defense Contract Audit Agency

("DCAA')h 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. (**BGI') disclosed payments to Democratic and Republican entities which might violate

2t' S.C. § 441Ic. According to the referral materials and publicly available resources, BGI is a

pri\ ately held company headquartered in San Francisco, California with worldwide operations

and is a major tgovernment contractor.'

According to the referral. BGl was not questioned about the payments by DCAA as -the

compvany voluntarily eXCIluded these costs from the indirect expense pools allocated to

LOeminent contracts
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I. FACTUAL AND LEGAL ANALYSIS

A. The LaN

The Feder-al 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.

2 U.S.C. § 44 1 c(a)( I). This prohibition does not apply to contributions or expenditures in

connection wvith state or local elections. I11 C.F.R. § 11I 5.2(a). Srs AO 1975-99-. AIW AO's

1985-23 and 1993-12.-

B. Analysi s

The DCAA referral materials identified the specific payments 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 payments: The public record

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

- Anl\ contribution in connection with federal elections from a corporate federal contractor
fromn its general treasur\ funds would also v-iolate 2 U.S.C 44lb~a).

* [he referral miaterials also show~ a number of" 16 payments by 1(il to numerous non-
federal committees and candidates. The DCAA did not specifically question these payments in
its referral. and the\ do not appear to raise anyV questions uinder 2 V. S.C. § 44lca). The referral
documents also include 13(11's,; account classification codes and descriptions. While there are
available codes t'(r "Public Relations Political Contributions Political Contri but ions," and
certain, but not all. pay ments to \%flat appear to be state and local political entities are so
classified, the contributions discussed belo\\ appear to be classified as either "Washington
Oftice Other" or "Public Relations Political Contributilons, ( )ther Lobby-ing Fxpenses- This
Office has no explanation for these classification> .
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its subsidiary, Bechtel Corporation to the following nonfce1eral 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. 6

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 U.S.C. § 441c(a).

Ill. RECOMMENDATIONS

1. Open a MUR.

2. 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.
S441cbi and 11I C.F.R. 11 5.3(a). BGI has established a separate segregated fund, and that

fund has made numerous political contributions to federal candidates and committees.
'File recipients are listed as they appear in the FEC contributor indices.
In the referral documents, there two additional payment entries to the Democratic

National Committee, one for S 10.000 and the other for ($ 10.000). with a cross-reference to the
f"irst entry. I'lhese entries appear to cancel each other out. and there is no evidence of these
contributions in the public record. The public record also shows two additional 1995
contributions to nonfederal accounts for which there appear to be no corresponding entries in the
referral documents, one to DNC-Nonfederal -Corporate, and the other to RNC Republican
National State Idections Committee.



3. Close the file.

4. Approve the appropriate letters.

Lawvrence M. Noble
General Counsel

BY:
Date

Lis G Leier

Associate General Counsel

Attachment
DCAA referral materials
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BEFORE THE FEDERAL ELECTION COMMAISS ION

In the Matter of)

Bechtel Group, Inc. ) Pre-MUR 359

CERTIFICATION

I, Marjorie W. Emons, 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:

1. Open a ~MU. C~~ VD
2. Find no reason to believe that Bechtel Group,

Inc. violated 2 U.S.C. 5 441c(a).

3. Close the file.

4. 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:

Date-' rjorie W. Emons
Secr ary of the Commission

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

lrd



VA FEDERAL ELECTION COMMISSION

WASH NCTO DC 246)February 
25, 1998

Adrian Zaccaria
president & Chief Operating Officer
Bechtel Group, Inc.
p.0. Box 193965
San Francisco, CA 94119

RE: MUR 4720
Bechtel Group, Inc.

Dear Mr. Zaccaria:

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. §44lc(a), a provision of the Federal Election
Campaign Act of 197 1, as amended. Accordingly, the Commission closed its file in this matter.

The confidentiality provisions at 2 U. S.C. § 43 7g(aX 12) no longer apply and this matter
is now public. In addition, although the complete file must be placed on the public record within
30 days, this could occur at any time following certification of the Commission's vote. If you
wish to submit any factual or legal materials to appear on the public record, please do so as soon
as possible. While the file may be placed on the public record before receiving your additional
materials, any permissible submissions will be added to the public record upon receipt.

If you have any questions. please contact Susan Lebeaux. the attorney assigned to this
matter at (202) 219-3690.

Sincerely.

L-a\%Tence \I. Noble
(ieneral Counsel

Il~i LosG.-eer
Associate General C'ounsel

IrAiclk'sure
Firs~t tlenc-,a Counsel* s Repiort ihtAc:mn
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