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. .Action Com
j~§. Cal McCastlain,
' (10/14/80 - yzolcnt)

(7/30/87-10/13/88)
Boyce E. Hawk, Treasu:
. {5/6/86-1/29/817) _
3800 Capitol Tower gy
Little Rock, AR 72201

II. mxvmm: 2 U.S.C. §441b(a)

Separate SQgregated Fund Accepting Loans fto- its Connected
Organization

The ﬁallaee, Dover, & Dixon Political Action Committee
("the Committee®) accepted 1loans from its connected
organization, Wallace, Dover, & Dixon, P.A., totalling
$5,925 in calendar year 1988. During the 1988 April
Quarterly reporting period, three loans were received: one
for $2,500 on January 5, 1988; one for $300 on February 8,
1988; and one for $2,200 on February 24, 1988. During the
1988 October Quarterly reporting period, one loan was
received for $925 on August 9, 1988 (See Chart and
Attachments 2a - 24). Between March 1, 1988 and December
15, 1988, the Committee repaid a total of $2,887.50 to its
connected organization, 1leaving $3,037.50 in outstanding
loang (Attachments 3a - 3d).

"
o
o
o
- I1I. BACKGROHIB:
L <8
o
-~
o

On April 5, 1989, the Reports Analysis Division ("RAD")
analyst sent the Committee Requests for Additional
Information ("RFAIs") referencing the 1988 April and October
Quarterly Reports (Attachments 4a - 5b). The RPAIs informed

1/ The Committee changed its name from House, Wallace &
Jewell, P.A. Political Action Committee to Wallace, Dover & Dixon
Political Action Committee on October 15, 1988.
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c«-lt.tq. Preasurer J. cu f Ln !Atnchunt 8). The
Co-nitho ‘Treasurer explai . that ‘the $2,200 discrepancy

due to unrefortcd hmltnu tzansfers that took place
betveen January 1989 and xp:u 20, 1989. The Committee
Treasurer stated that he would file clarif: 1n% amendments
that would document that all loans were repaid by April 20,
1989.

The Committee filed an amendment on June 6, 1989 which
detailed the transfer-out of the additional $2,200 between
January 1, 1989 and April 20, 1989 (Attachments 9a -9b).
This correspondence detailed the repayment in full of all
loans to the Committee's connected organization. Internal
transfers, totalling $2,200, were made as follows: January
1, 1989, a payment of $287.50 was made; on January 15, 1989,
a payment of $262.50 was made; on February 1, 1989, a
payment of $275.00 was made; on February 15, 1989, a payment
of $275.00 was made; on March 1, 1989, a payment of $275.00
was made; on March 15, 1989, a payment of $275.00 was made;
on Aprl 1, 1989, a payment of $275.00 was made; on April 15,
1989, a payment of $275.00 was made.

OTHER PENDING MATTERS INITIATED BY RAD:

None.




Period el’ap_déd”ften date incurred to final repayment: 1/5/88-
12/15/88 A N ' |

O
o
o
\
o
o
<«
o

Date Incurred: 2/8/88
Amount Incurred: $300
Date Due: 6/30/88

&

Repayment Date Payment Total Amount Outstanding
12/15/88 $300.00 $ 0.00

Period elapsed from date incurred to final repayment: 2/8/88-
12/15/88




Period .&gﬁ.ﬁi;;i*
4/15/8% - i L

Loan #4: Date Incurred: . 8/9/88
Amount Incurred: $928
No Due Date Reported

Repayment Date " Payment Total Amount Outstanding
4/15/89*/ $ 87.50 $ 837.50
4/20/89 $837.50 $ 0.00

Period elapsed from date incurred to final repayment: 8/9/88-
4/20/89

*/ Although the Committee did not specify which loans each

repayment was directed toward, the Committee has a history of
paying off the oldest loans first. Therefore, repayments have
been applied to the oldest loans first.
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A1l reports reviewed
Ending cash on hand as of 12/31/ 88 - $90.80
Debts owed to/by comnittee - $0.00
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FEDERAL mcuoucOMMlSS'ON .:

WAVHINGTON ¢ J08ND ;

Joanne H. Sorn, Treasucer

Wallace, Dover and Dizon Political
Action Committee

3800 Capitol Tower

Little Rock, AR 72201

fdentification Number: C002063508
Reference: April Quarterly Report (1/1/88-3/31/88)
Dear Ms. Sorn:

This letter is prompted by the Commission’'s preliminary
review of the report(s) referenced above. The reviev raised
guestions concerning oertain information ocontained in the
report(s). An itemisation follows:

-Schedule A of your ceport discloses the receipt of
funds from your connected organization (pertinent
portion(s) attached). 2 U.8.C. $441d probidbits the
receipt of funds from national banks, corporations, and
*n labor organisations.

) The Commission recommends that you refund the full

, amount to the donor in accordance with 11 CFPR 103.3(d).

) Alternatively, if you choose to transfer the funds to

- an account not used to influence federal elections, the
Commission advises that you {infora the ocontributor in

© writing and provide the contributor with the option of
receiving a refund. You may wish to seek a written
authorization (either before or after the transfer-out)
from the donor for any transfer-out to protect the
donor's interests.

Please inform the Commission immediately in writing and
provide a photocopy of your check for the refund or
transfer-out. In the best interests of the committee,
all refunds and transfers-out should be made within
thirty (30) days of the treasurer's —reoceipt of the
funds. See 11 CPR 103.3(b). Refunds and transfers-out
should be disclose® "n a supporting Schedule B for Line
26 or 20 of the reportt covering the period during which
they are made.

If the contribution(s) in guestion was incompletely or
1ncorrcct1{ disclosed, you should amend your origimal
report with the clarifying information.




Although the Commission may take further 1legal stepe

concerning the acceptance of a prohibited coatribution,

promapt action by your committee to refund or transfer-
. out the amount will be taken into consideration.

A written response or an amendment tO your original
geport(s) correcting the above problem(s) should be filed with
the Pederal Election Commission within fifteen (15) days of the
date of this letter. If you need assistance, please feel free to
oontact me on our toll-free number, (000) 424-9530. My local
numsber is (202) 376-2480.

Sincerely,
[ snone
. 0L Ik
.- Todd S. Hageman ;
. Reports Analyst !

~ Reports Analysis Division

ATTACHMENT #48°
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FEDERAL ELECTION.C

WAMHING 1O DI S

Joanm H. Sorn, Treasurer i a5
Wallace, Dover and Dimon Polutcn
Action Committee
3000 Capitol Tower
Little Rock, AR 72201

Identitication Number: C00206509
Reference: October Quarterly Report (7/1/88-9/30/88)

Dear Ms. Sorns

o This letter is prompted by the Commission's preliminary
teview of the report(s) referenced above. The review raised
questions concerning certain information oontained in the
~ report(s). An itemization follows:
i -Schedule C of your report discloses the receipt of
funds from your connected organisation (pertinent
£ portion(s) attached). 2 U.8.C. §441b prohibits the
P receipt of funds from national banks, corporations, and

labor organiszations.

The Commission recommends that you refund the full
~ amount to the donor in accordance with 11 CPR 103. 3(b).
Alternatively, if you choose to transfer the funds
an account not used to influence federal elections, thc
Comnission advises that you {inform the ocomtributor in
writing and provide the contributor with the option of
(o) receiving a refund. You may wish to seek a writt:n
authorization (either before or after the transfer-out)
from the donor for any transfer-out to protect the
donor's interests.

Please inform the Commission immediately in writing and
provide a photocopy Of your check for the refund oOr
transfer-out. In the best interests of the ocommittee,
all refunds and transfers-out should be made within
thirty (30) days of the treasurer's receipt of the
funds. 8ee 11 CPR 103.3(b). Refunds and transfers-out
should be disclosed on a supporting Schedule B for Line
26 or 20 of the report covering the period during which
they are made.

If the contribution(s) in question was incompletely or

1nco:t0etlx disclosed, you should amend your original
report with the clarifying information.




ATTACHMENT

AL P e

Please be advised that all loans received must bLe
itemized on Line 13 of the Detailed Summavy Page as well
ndnsopcnn Schedules A and C. 2 U.O.C., $434 (b) (3) (E)
an (D)

The Commission notes the partisl loan uLaymnts made
to your connected organization. Although the
Commission may take further legal otops’ concerning the
acceptance of a prohibited contribution, prompt action
b{ {out committee to refund or tunotot-oTt the amount
will be taken into consideration.

A written response or an amendaent to your oOriginal
report (s) correcting the above problem(s) should be filed with
the Pederal Blection Commission within fifteen (15) days of the
date of this letter. If you need assistance, please feel free to
contact me on our toll-free number, (800) 424-9530. My local
number is (202) 376-2480.

Sincerely, j
) A o

Todd S. llngon&n
Reports Analyst
Reports Analysis Division




april 20, 1989

Nr. Todd 8. Nageman
Pederal Rlection Commission
9299 B. Street, N.VW.
Washington, D.C. 20463

RB: Wsllace, Dover & Dimon Political Action Committee
30 Day Post-General Reports of
1. 1788 thru 3/31/88
2. 7/1/88 thru 9/30/88
3. 10/1/88 thru 11/28/08
4. 11/729/88 thru 12/31/88

Dear Nr. Hageman:

This correspondence is in response to your inquiries of April
S, 1989 regarding the above-listed reports. As for reports 1 and
2 above and the loans reported therein, as of this writing the
balance owed by the PAC to the connected organiszation was §837.50.
This balance was paid off by a check of even date, a copy of which
is enclosed.

As for reports 3 and 4 above and the need for schedules B,
such schedules are enclosed herein.

I hope the information included herein is sufficient for your
inquiry. If you need additional information, please let me know.
Thank you for your guidance in this matter.

Sincerely,

WALLACE, DOVER & DIXON

H2 s PP e,

J. Cal McCastlain

JCM/bkd
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Disea
political Action Commiteee
3000 Capitol Tower

Little ook, AR 73201

tdentitication Numbezs C00206308

References April Quartesly (1/1/788-3/31/808) and Ootober
Quacterly (771/66-9730/88) Baposts

Oon April S, 1989 you were wnotified that & reviev of the
above-referenced seport(s) calsed )
contributions and/oc @ itures the sepocting of eertaln
inforsation required by Mtoi Xlection Caspelign Act.

Your April 20, 1989 cesponse is imcomplete decause you have
not provided all the requested informatioa. PFor this response to

oe considered adequate, the following infocmation is still
required.

=In your response, you state that ®as of this writing
(Apcil 20, 1969) the balance owed by the PAC to th.
connected organisstion is $837.30° which "was paid off
by a check® dated April 20, 19809. A reviev of your
1988 reports indicates that ur oommittee bhas received
four (4) loans totalling $3,925 grom your oonnected
organisation; made five (3) loan repaymeants totalling
$3,72%5 to your connected organisation; and still owes
$2,200 to your oonnected organisation. BDecause 2
v.s.C. $§441b prohibits the receipt of tunds froa
corporations, it appears that your committee must still
tepay $2,22%5 to your oconnected organisatioa. Please
infors the Commission {mmediately in writing and
provide a photooopy of the check(s) for any additional
cepsysents. Repayments should be disclosed on &
supporting Schedule B for Line 24 of the report
oovering the period during which they are made.

Although the Coamission may tske further legal steps
concerning the acceptance of a prohibited contribution,
prompt action by your coamittee to crepay the amount
will be taken into consideration.




Assfistant Staff Dizector
Reports Anslysis Divisies
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PATE:

'J. tﬂ, ncmmm. Mitm Representative

‘uanace. DoVer. md ofxon Pom:ical Actian Comitm
May 24, 1989

SUBIECT(S): Recefpts of prohibited loans from connected organization,

Second Notice

I received a phone call from Mr. J. Cal McCastlain of the Wallace,
Dover, and Dixon Political Action Committee.

Mr. McCastlain acknowledged receipt of the Second Notice referencing

the prohibited loan receipts from the committee's connected organization.
Mr. McCastlain told me that the disputed $2,200 referenced in the :
Second Notice was due to unreported internal transfers from the
committee to its connected organization. Mr. McCastlain further stated
that the $837.50 check truly repaid all outstanding loan obligations

of the comnittee to the connected organization.

Mr. McCastlain further explained that the internal transfers were
unreported because they took place between January 1, 1989 and

April 20, 1989, therefore the committee was waiting for the appropriate
report for which to report this activity. [ advised Mr. McCastlain to
document and report all transfers regarding the disputed $2,200 as quickly
as possible. Mr. McCastlain agreed to do so.
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June 2, 1909

Mr. Todd §. Hageman
Federal Election Commission
999 "E" Street, N.W.
Washington, D.C. 20463

RE: MNallace, Dover & Dixon Political Action Committes
Dear Mr. Hageman:

This correspondence is in response to your inquiry of May 4,
1989 and our conversation of May 24, 1989. Specifically, your
agency requeated that we document the repayment of $2,200.00 from
the Political Action Committee back to the connected
organization, Wallace, Dover & Dixon. As I explained in our
conversation, the Political Action Committee and the connected
organization maintained bank accounts in the same bank.
Repayments of the amounts in issue were made over a period of
time from January 1, 1989 through April 15, 1989. Instead of
actual payments, the repayments were facilitated through mere
account transfers and corresponding book entries. A Schedule B
is included herein showing the dates of the account transfers.
These payments have not been reported earlier because the report
in which they would be included is not yet due.

As 1 indicated in our correspondence of April 20, 1989, the
balance previously owed by the Political Action Committee to the
connected organization has been paid in full. I hope that such
payment has now been finally documented. If you need additional
information, please let me know. Thank you for your assistance
in this matter.

Sincerely,
WALLACE, DOVER & DIXON
- . - . . . P
—’/ “’ /. PR . VIS
J. Cal McCastlain
JCM/bkd
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FPEDERAL ELECTION C :
999 £ Btreet, N.W. R G
PIRST GENERAL COUNSKL’S REPORT

RAD Referral & iﬂ-—l"l
STAFY MENBER: A. Buckley

SOURCE: INTERNALLY GENERATED
RESPOMDENTS: Wallace, Dover & Dixon, P.A.

Wallace, Dover & Dixon Political Action
Committee and J. Cal McCastlain, as treasurer

RELEVANT STATUTE: 2 U.S.C. § 441b(a)
INTERNAL REPORTS CHECKED: None
FEDERAL AGENCIES CHECKED: None

I. GENERATION OF MATTER

The Wallace, Dover & Dixon Political Action Committee ("the
Committee"”) and J. Cal McCastlain, as treasurer, were referred
to the Office of the General Counsel by the Reports Analysis
Division ("RAD") for receiving loans from its connected
organization, wWallace, Dover & Dixon, P.A., in violation of
2 U.5.C. § 441b(a).

II. FACTUAL AND LEGAL ANALYSIS

Pursuant to 2 U.S.C. § 441b(b)(2)(C), a corporation may
legally participate in financing federal political activity by
setting up a separate segregated fund and soliciting voluntary
contributions to that fund. Pursuant to this section of the
Act, Wallace, Dover & Dixon, P.A., an incorporated law firm,
established the Committee as its separate segregated fund.

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




L oy
political eo-ntttoo to knowinqu accept a cent:ibution !:on a o
corporation. Incluﬂod within th. definition of conttlbution;
are loans. 2 U.S.C. § 441b(b)(2). While a connected ‘
organisation may pay the administrative costs of its coﬁuictcd
organisation, for such payment to be legally sufficient, the
connected organization must either pay the expenses directly or
deposit funds in an account segregated from political
contribution funds. See, e.g., MUR 1544.

On its 1988 April Quarterly Report, the Committee reported
three loans from its connected organization: a January S, 1988
loan in the amount of $2,500; a Pebruary 8, 1988 loan in the
amount of $300; and a February 24, 1988 loan in the amount of
$2,220. On its 1988 October Quarterly Report, the Committee
reported an August 9, 1988 loan from its connected organization
in the amount of $925. The making and acceptance of these loans

constitute violations of 2 U.S.C. § 441b(a). Accordingly, this
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Office recommends that the Commission open a MUR and find reason

!

to believe that Wallace, Dover & Dixon, P.A. and the Committee

Q

violated 2 U.S.C. § 441b(a).1

1. The Committee has already repaid the entire amount of the
loans. Repayments had commenced in March, 1988 and were completed
in April 1989. Repayments were reported on the 1988 April
Quarterly, 1988 July Quarterly, Amended 1988 30 Day Post-General,
and Amended 1988 Year-End Reports. Repayments made in 1989 were
reported to FAD by the Committee’s treasurer in a letter dated
June 2, 1989. At that time, the treasurer included a Schedule B
which itemized the date and amount of each repayment, but which
was unattached to any quarterly report.




Political Action C
treasurer, violated 2

rind reason to. bollcvt that unlluco, novo: & biuon. P.A.
violated 3 u.8.C. t CGthfn).

Approve the cttachod lntteru (2) aud ractual and Legal
Analyses (2).

Lawrence M. Noble
General Counsel

Date

¢ /2a/%4

Associate General Counsel

Attachments:

1. Referral Materials

2. Proposed Letters (2) and Factual and Legal
Analyses (2)
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In the Matter ot , :
Wallace, Dover & ni:on, P.A. ' "i

Wallace, Dover & Dixon Political Actzon T |
Committee and J.,cal McCaatlain, as trealurnr

- CERTIFICATION

.I, Marjorie W. Emmons, Secretary of the Federal
Election COpmission, do hereby certify that on\Septéib.r 1,
1989, the Commission decided by a vote of 5-0 to take
the following actions in RAD Referral #89L-27:

1. Open a MUR.

2. Find reason to believe that Wallace, Dover &
Dixon Political Action Committee and J. Cal
McCastlain, as treasurer, violated 2 U.S.C.
§ 441bh¢a).

Find reason to believe that Wallace, Dover &
Dixon, P.A. violated 2 U.S.C. § 441b(a).

Approve the letters (2) and Factual and Legal

Analyses (2), as recommended in the General
Counsel's Report dated August 29, 1989.

Commissioners Aikens, Elliott, Josefiak, McDonald, and
McGarry voted affirmatively for the decision; Commissioner

Thomas did not cast a vote.

Attest:

T/ 7 Clitbe it

Date /Q“-Marjorle W. Emmons
Secretary of the Commission

Received 1in the Secretariat: Tuesday, August 29, 1989 3:48 p.m.
Circulated on 48 hour tally basis: Wednesday, August 30, 1989 11:00 a.m.
Deadline for vote: Friday, September 1, 1989 11:00 a.m.




TION COMMISSION

al nec..tlaiu;,!raasuror
ace, Dover & Dixon Political
Action Committee
3800 TCBY row-t lulldlng
thtlc Rock, AR 72201

MUR 2978 .
Wallace, Dover & Dizon
Political Action Committee
and J. Cal NcCastlain, as
treasurer

Dear Mr. McCastlain:

On September 1 , 1989, the Federal Election Commission found
that there is reason to believe the Wallace, Dover & Dixon
Political Action Committee ("Committee”) and you, as treasurer,
violated 2 U.S.C. § 441b(a), a provision of the Federal Election
Campaign Act of 1971, as amended ("the Act"). The Pactual and
Legal Analysis, which formed a basis for the Commisgsion’s
finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against the Committee and you, as
treasurer. You may submit any factual or legal materials that
you believe are relevant to the Commission’s consideration of
this matter. Please submit such materials to the General
Counsel’s Office within 15 days of your receipt of this letter.
Where appropriate, statements should be submitted under oath.

In the absence of any additional information demonstrating
that no further action should be taken against the Committee and
you, as treasurer, the Commission may find probable cause to
believe that a violation has occurred and proceed with
conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
§ 111.18(d). Upon receipt of the request, the Office of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, the Commission will not entertain requests for




J. Cal ncCastlaln. rtolluror i
Page 2

pre-probable cause conciliation uttgr_bt!c!l uu-p
have been mailed to the respondent.

Requests for extensions “of tilt” 111 not ht:xﬁptlnll
granted. Requests must be made in writing at least five
prior to the due date of the rcspoa'o and specific _
must be demonstrated. In addition, the Office of the :
Counsel ordinarily will not give oxt&nsion& bﬁybnﬂ 20 dtyl-

If you intend to be ropresentcd by countol 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. §§ 437g(a)(4)(B) and 437g(a)(12)(A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

For your information, we have attached a brief description
of the Commission’s procedures for handling possible violations
of the Act. 1If you have any questions, please contact Anthony
Buckley, the attorney assigned to this matter, at (202)
376-8200.

Sincerely,

,C:f§37t :;gﬁtéégiLu’JQ/

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form




PEDERAL ELECTION CONNISSION
FACTUAL AND LEGAL ANALYSIS ;
llllUIDll!!: Wallace, Dover & Dixon Political NUR: 2978
Action Committee and J. Cal
McCastlain, as treasurer
Pursuant to 2 U.8.C. § 441b(b)(2)(C), a corporation may
legally participate in financing federal political activity by
setting up a separate segregated fund and soliciting voluntary
contributions to that fund. Pursuant to this section of the
Act, Wallace, Dover & Dixon, P.A., an incorporated law firm,
established the Wallace, Dover & Dixon Political Action
Committee ("the Committee”) as its separate segregated fund.
Pursuant to 2 U.S.C. § 441b(a), it is unlawful for any
political committee to knowingly accept a contribution from a
corporation. Included within the definition of contributions
are loans. 2 U.S.C. § 441b(b)(2). while a connected

organization may pay the administrative costs of its connected

< )
organization, for such payment to be legally sufficient, the

connected organization must either pay the expenses directly or
deposit funds in an account segregated from political
contribution funds. See, e.g., MUR 1544.

On its 1988 April Quarterly Report, the Committee reported
three loans from its connected organization: a January 5, 1988
loan in the amount of $2,500; a February 8, 1988 loan in the
amount of $300; and a February 2}, 1988 loan in the amount of
$2,220. On its 1988 October Quarterly Report, the Committee

reported an Auqust 9, 1988 loan from its connected organization
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| RE: NUR 2978
- Hilla¢0; Dover & Dixon, P.A.

Dear Sir or Madam:

On September 1, 1989, the rederal Election Commission found
that there is reason to believe Wallace, Dover & Dixon, P.A.
violated 2 U.8.C. § 441b(a), a provision of the Federal Election
Campaign Act of 1971, as amended ("the Act"). The Factual and
Legal Analysis, which formed a basis for the Commission’s
finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against Wallace, Dover & Dixon, P.A.
You may submit any factual or legal materials that you believe
are relevant to the Commission’s consideration of this matter.
Please submit such materials to the General Counsel’s Office
within 15 days of your receipt of this letter. Where
appropriate, statements should be submitted under oath.
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In the absence of any additional information demonstrating
that no further action should be taken against Wallace, Dover &
Dixon, P.A., the Commission may find probable cause to believe
that a violation has occurred and proceed with conciliation.

I1f you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.PF.R.
§ 111.18(d). Upon receipt of the request, the Office of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, the Commission will not entertain requests for
pre-probable cause conciliation after briefs on probable cause
have been mailed to the respondent.
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| Managing Partner
' Page 2 a7

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

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

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

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

376-8200.
Sjncerely,
(1} 1 LQ& Q /
Dan

ny/L. McDonald
Chairman

Enclosures
Factual and Legal Analysis
Procedures

wDesignation of Counsel Form
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PACTUAL AND LEGAL AMALYSIS
RESPOMDENT: Wallace, Dover & Dixon, P.A. NUR: 2978

Pursuant to 2 U.S.C. § 441b(b)(2)(C), a corporation may
legally participate in financing federal poiitical activity by
setting up a separate segregated fund and soliciting voluntary
contributions to that fund. Pursuant to this section of the
Act, Wallace, Dover & Dixon, P.A., ;n incorporated law firm,
established the Wallace, Dover & Dixon Political Action
Committee ("the Committee”) as its separate segregated fund.

Pursuant to 2 U.S.C. § 441b(a), it is unlawful for any
political committee to knowingly accept a contribution from a
corporation. 1Included within the definition of contributions
are loans. 2 U.S.C. § 441b(b)(2). WwWhile a connected
organization may pay the administrative costs of its connected
organization, for such payment to be legally sufficieq}, the
co;heéied organization must either pay thehexpenses directly or
deposit funds in an account segregated from political
contribution funds. See, e.g., MUR 1544.

On its 1988 April Quarterly Report, the Committee reported
three loans from its connected organization: a January 5, 1988
loan in the amount of $2,500; a February 8, 1988 loan in the
amount of $300; and a February 24, 1988 loan in the amount of
$2,220. On its 1988 oéiober Quarterly Report, the Committee

reported an August 9, 1988 loan from its connected organization

in the amount of $925. The making of these loans constitutes
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October 13, 1989

Mr. Danny L. McDonald
Chairman

Federal Election Commission
999 E Street, N.W.

Room 657

Washington, D.C. 20463

RE: MUR2978/Wallace, Dover & Dixon, P.A.
MUR2978/Wallace, Dover & Dixon, P.A. Political Action
Committee and J, Cal McCastlain, as Treasurer

Dear Mr. McDonald:

This is response to your letter of September 21, 1989
regarding the above-described matter. We request that you
determine that there was no violation of Federal Election Rules,
and that no further action should be taken against Wallace, Dover
& Dixon, P.A., the Wallace, Dover & Dixon, P.A. Political Action
Committee, or J. Cal McCastlain, who is the present Treasurer of
the Wallace, Dover & Dixon, P.A. Political Action Committee.

As a way of summary, we have determined that the information
on which you have based your inquiry is erroneous. I further
explain in my Affidavit attached hereto that Wallace, Dover &
Dixon, P.A. did not make any Joans or contributions of any kind
to the Wallace, Dover & Dixon, P.A. Political Action Committee.
Instead, all contributions to the Political Action Committee were
from individuals. Notwithstanding the erroneous information, J.
Cal McCastlain was not the Treasurer for the Political Action
Committee, nor was he involved in anyway with such, during the
periods in issue.
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Octohcr 13,119 9

Inasmuch as thoiinfornation included in the subject reports
is incorrect, we t.quclt thc opportunity to submit corrected
reports.

We wish to rcsolv. this matter promptly. We anxiously await
your determination that no further action is needed on this
matter.

Sincerely,

WALLACE, DOVER & DIXON
Larry C. Wallace

LCW/bkd
Enclosure
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AFFIDAVIT

I, Larry C. Wallace, Managing Partner of Wallace, Davnt i
Dixon, P.A., do hereby swear and affirm that the following facts.
are true and correct to the best of my belief and knowledge:

1. Quarterly reports of Wallace, Dover & Dixon, P.A:
Political Action Committee ("PAC®) on April 13, 1988 and October
15, 1988 are in error to the extent such reports indicate that
Wallace, Dover & Dixon, P.A. (“Firm") loaned funds to the PAC.
Such Quarterly Reports are also in error to the extent that such
reports indicate that the PAC is repaying the Pirm for any loans.

2. Funds contributed to the PAC and the subject of such
reports actually represented personal contributions to the PAC by
the Sharsholders of the Firm.

3. The Shareholders funded their respective contributions
by receiving advances from the Firm.

4. Instead of writing separate checks to each Shareholder,
the Firm merely acted as agent for each Shareholder and forwarded
the Shareholders' contributions to the PAC in lump sums. Those
contributions were intended to be actual contributions to the PAC
and not loans. Likewise, the PAC was not required, nor expected,
to repay those contributions.

- 13 The Shareholders repaid their respective advances
through subsequent payroll deductions. The Shareholders have
paid these amounts in full from their personal funds.

6. The Quarterly Reports of the PAC submitted on April 15,
1988, October 15, 1988, and subsequent dates, are in error to the
extent such reports indicate that the PAC is repaying any loans
to the Firm. Such an accounting or representation is completely
erroneous. Such accounting or representation in no way reflects
either the intent of the Shareholders or the Shareholders' actual
contributions to the PAC.

7. Funds transferred to the PAC were intended to be
personal contributions from the Shareholders. These
contributions were not to be repaid by the PAC, and they have not
been repaid. Any entries in the PAC records indicating a loan or
repayment of a loan are simply erroneous. Payroll deductions
vere strictly personal transactions between the Shareholders and
the Firm. Payroll deductions, and any corresponding entries, are
erroneous to the extent such entries appear in the PAC books or
reports.

8. The PAC treasurer serving during the periods in issue
was not an attorney and is no longer employed by either the Firm
or the PAC. We cannot determine if the erroneous accounting and
reporting of these contributions was due to the treasurer's lack
of understanding of the intentions of the Shareholders, or if
such failure was merely an error in bookkeeping.

9. Whatever the reason, the Firm and the PAC never
intended for the Firm to either loan the PAC any funds or for the
Firm to contribute to the PAC in any manner. Neither the Firm,
its officers, nor its Shareholders consented to any transactions
in the form and method reported in the PAC's Quarterly Reports of
April 15, 1988, October 15, 1988, and subsequently, to the extent
such reports indicate loan transactions between the Firm and the
PAC.




lﬂ SWORN to before me a Notary Public this: lﬁh
Sy 4 1989.
Notary Public

My Commission Expires:

[[-24-41
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October 13, 1989

JOE T. ROMINBON JOREPH HOUSE WILLIS HOLMES
US7841037) UeN01884) €1000-1978)

Mr. Danny L. McDonald
Chairman

Federal Election Commission
999 E Street, N.W.

Room 657

Washington, D.C. 20463

RE: MUR2978/Wallace., Dover & Dixon, P.A. Political Action
Committee and J, Cal McCastlain, as Treasurer
Dear Mr. McDonalad:

This is in reference to your letter of September 21, 1989
regarding the above-described matter. I request that you
determine that no further action is required in this matter.

As I have further explained in the attached Affidavit, I was
not associated with the Wallace, Dover & Dixon, P.A. Political
Action Committee during the periods in issue. Likewise, I cannot
provide any direct information on those matters. An explanation
of the transactions involved is included in the response by Larry
C. Wallace, the Managing Partner of Wallace, Dover & Dixon, P.A.

Inasmuch as I was not involved with the Political Action
Committee during the periods in issue, I request that you find
that I have committed no violations of the Federal Election
Campaign Act of 1971, or Regulations thereto. I request that you
make such a determination as soon as possible so that this matter
can be put to rest.

Sincerely,

WALLACE, DOVER & DIXON
Pl

J. Cal McCastlain

JCM/bkd
Enclosure
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I, J. cal McCastlain, do hereby swear and affirm that the
following facts are true to the best of my knowledge and belief:

1. I began working as an associate in the law firm of
Wallace, Dover & Dixon, P.A. on July 18, 1988. Prior to that date
I wvas on active duty in the United States Army, assigned to the
Judge Advocate General's Corps (JAGC).

2. My signing of the Federal Election Commission Quarterly
Report (FEC Porm 3X) of October 15, 1988 for the Wallace, Dover &
Dixon, P.A. Political Action Committee on October 14, 1988 was ny
first act as Treasurer for that Political Action Committee. Prior
to the date of October 14, 1988 I did not participate in or have
any knowledge of any of the business affairs of the Wallace, Dover
& Dixon, P.A. Political Action Committee. Likewise, prior to
October 14, 1988, I neither advised nor participated in any fund
raising, contributions, accounting, or record keeping conducted by
the Wallace, Dover & Dixon, P.A. Political Action Committee.

3. Information included in the Federal Election Commission
Quarterly Report of October 15, 1988 by the Wallace, Dover & Dixon,
P.A. Political Action Committee represents my interpretation of the
information regarding events that occurred prior to my becoming
Treasurer. The information regarding these events was compiled
prior to my becoming Treasurer. I did not participate in nor
advise the Political Action Committee in any way prior to October
14, 1988s.

4. I am not a shareholder in the law firm of Wallace, Dover
& Dixon, P.A., and I have never attended a meeting of that firm's
shareholders or Board of Directors. Therefore, I have no direct
knowledge of the intent of the law firm or its partners regarding
the information included in the reports of October 15, 1988.

5. Inasmuch as I was neither a party to such report, nor
employed by Wallace, Dover & Dixon, P.A. on April 15, 1988, I have
no knowledge whatsoever, whether direct or indirect, of the Federal
Election Commission Quarterly Report (FEC Form 3X) of April 15,
1988, or the information included therein.

6. Upon learning that there was a question as to the
propriety of the transactions reported in the Quarterly Reports of
April 15, 1988 and October 15, 1988, I took immediate action to
resolve the issue. (See attachments.)

Rl
J. CAL MCCASTLAIN

STATE OF ARKANSAS

counTY OF Pylask. )

SUBSCRIBED AND SWORN to before me a Notary Public this
day of Dciohee . 1989,

SS.

Teeroa Aga Foaleg
Notary Public

My Commission Expire:

3 -13-?3
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I, larry C. Wallace, Managing Partner of Wallace, Dover
btxon.'r.l.. 4o hereby svear and affirm that the tonm:iw t
are true the best of my knowledge and belief:

1. J. Ccal McCastlain joined this f£irm as an associate hw.r
on July 18, 1988. :

2. On October 14, 1988 he vas appointed Treasurer for tho
Wallace, Dover & Dixon, P.A. Political Action Committee.

3. Prior to October 14, 1988 J. Cal McCastlain mr
participated in, performed any wvork for, or attended any meetings
of the Wallace, Dover & Dixon, P.A. Political Action Committee.

4. J. Cal NMcCastlain's first act as Treasurer for the
Wallace, Dover & Dixon, P.A. Political Action Committes was
submitting to the Federal Election Commission the Quarterly Report
(FEC Form 3X) of October 15, 1988 for the Wallace, Dover & Dixon,
P.A. Political Action Committee. Information contained in thm
reports represents events that occurred prior to Mr. McCastlain's
appointment as Treasurer for the Wallace, Dover & Dixon, P.A.
Political Action Committee. Such information was aleso compiled and
reported prior to Mr. McCastlain's appointment.

5. J. Cal McCastlain has never attended a meeting of the
Sharesholders of Wallace, Dover & Dixon, P.A., or its Board of
Directors.

6. In summary, J. Cal McCastlain had no role whatsoever in
any of the actual matters included in the Quarterly Reports (FEC
Form 3X) of April 15, 1988 and October 15, 1988 submitted by the
Wallace, Dover & Dixon, P.A. Political Action Committee.

( O WOaua——

Larry C. Wallace

STATE OF ARKANSAS

COUNTY OF P,;),;,;k X

SUBSCRIBED AND SWORN to before me a Notary Public this n
day of En:}sbt& , 1989.

)
) SS.
)

Teeess  Ano Eoale
Notary Public J

My Commission Expire:

2-15- 9%
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In the Matter of
Wallace, Dover & Dixon, P.A. ' MUR 2978
Wallace, Dover & Dixon Political e
Action Committee and J. Cal McCastlain,
as treasurer
GENERAL COUNSEL'’S REPORT

I. BACKGROUND

The Wallace, Dover & Dixon Political Action Committee
("the Committee”) and J. Cal McCastlain, as treasurer, were
referred to the Office of the General Counsel by the Reports
Analysis Division ("RAD") for receiving loans totalling $5,945
from the Committee’s connected organization, Wallace, Dover &
Dixon, P.A.("the firm"), in violation of 2 U.S.C. § 441b(a).
The Committee had reported the receipt of three loans totalling
$5,020 from the firm between January 5, 1988 and February 24,
1988, and the receipt of yet another $925 loan from the firm on
August 9, 1988. The Committee also reported making 21
repayments to the firm between March 1, 1988 and April 20, 1989.
On September 1, 1989, the Commission found reason to believe
that the firm and the Committee each violated 2 U.S.C. § 441b(a)
by making and accepting corporate contributions respectively.
This Office received the responses of the Respondents on October
16, 1989. The Respondents request that the Commission find that

no violation occurred and that no further action should be taken

against any of them.




II. ANALYSIS | |
Pursuant to 2 U.8.C. § 441b(b)(2)(C). a cOtpdtatton iajr ]

legally participate in_financing federal polit1e§1~§ctivity‘bj‘
setting up a separate segregated fund and soliciting voluntary
contributions to that fund. Pursuant to 2 U.8.C. § 441b(a), it
is unlawful for any political committee to knowingly accept a
contribution from a corporation. Included within the definition
of contributions are "any direct or indirect payment,
distribution, loan, advance, deposit, or gift of money, or any
services ... or anything of value ...." 2 U.S.C. § 441b(b)(2).

Respondents have submitted affidavits from Larry C.
Wallace, managing partner of the firm, and from J. Cal
McCastlain, in which they contend that the information contained
in the Committee’s reports, which served as the basis for the
Commission’s findings of reason to believe, was in error.
Respondents have further endeavored to relieve Mr. McCastlain,
the Committee’s treasurer, of any liability by noting that he
was not treasurer when any of the violations occurred.

According to Mr. Wallace’s affidavit, the 1988 April and
October Quarterly Reports are in error to the extent they
indicate that the firm loaned funds to the Committee, and to the
extent they indicate that the Committee is repaying any such
loan to the firm. As Mr. Wallace explains it, "[f]unds
contributed to the PAC and the subject of such reports actually
represent personal contributions to the PAC by the Shareholders

of the Firm," and the shareholders "funded their respective
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contributions by ;6&31#1n§ ;dvdhéci £¢dnythe Pirtm." ’“tgb"f::i.m[
"{i)nstead of yritigqquﬁatato‘chccﬁi‘to each shareholdor; tﬁ0 . F'
Firm merely -act'td« a8 untgent for each Shareholder and forwarded
the Shareholders’ contributions to the PAC in lump sums. Those
contributions were intended to be actual contributions to the
PAC and not loans. Likewise, the PAC was not required, nor
expected, to repay those contributions." Finally, as regards
these transactions, Mr. Wallace states that the "Shareholders
repaid their respective advances through subsequent payroll
deductions. The Shareholders have paid these amounts in full
from their personal funds."

The Committee’s 1988 April and October Quarterly Reports
show receipts of payments from the firm in the form of loans,
and, separately, receipts from individual attorneys in the firm
by way of payroll deductions.1 Thus it appears that both loans
and payroll deductions were received, calling into question the
accuracy of the response submitted by Mr. Wallace. Accordingly,
this Office recommends that the Commission reject the
Respondents’ request that the Commission take no further action
in this matter.

Additionally, this Office recommends that the Commission
approve the attached interrogatories and request for production
of documents, so that this Office may clarify what exactly
occurred. Specifically, this Office wishes to know why, if

the loans reported by the Committee were actually contributions

1. The relevant portions of the Committee’s 1388 April Quarterly
Report are attached.
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by shareholders in the t;tu. the Committee rcpottod'oﬁitight i |
contributions by these shareholders apparently in addition to
the loans. Because Mr. Wallace’s affidavit claims that |
Respondents cannot determine why the allegedly erroneous

reporting occurred, this Office recommends that interrogatories
be addressed to Joanne Sorn, the individual who served as
treasurer at the time the reports were prepared, and that a
request for documents be issued to the firm regarding: (1) any
agreement between the firm and the shareholders that the firm
would advance individual contributions; (2) the payments to the
Committee; (3) the firm’s receipt of the loan "repayments"
reported by the Committee; and (4) the use of the firm’s payroll
deduction process for any repayments to the firm from the

individuals involved.

III. RECOMMENDATIONS

1. Reject the Respondents’ request to take no further action.

2., Approve the attached Letters and Interrogatories and
Request for Production of Documents.

o
<
o
o™
<
0
o
<
O

Lawrence M. Noble
General Counsel

/-5-990
Date Lois G. Lerher
Associate General Counsel

Attachments
1. Reply of Respondents
2. Relevant Portions of the Committee’s
1988 April Quarterly Report
3. Letters (3)
4. Interrogatories and Request for
Production of Documents (2)

Staff assigned: A. Buckley




LAWRENCE M. NOBLE
GENERAL COUNSEL

E'Roa:‘ N MARJORIE W. EMMONS/DELORES HARRISW
COMMISSION SECRETARY

DATE: JANUARY 12, 1990

SUBJECT: MUR 2978 - GENERAL COUNSEL'S REPORT

DATED JANUARY 5, 1990

The above-captioned document was circulated to the

Commission on Tuesday, January 9, 1990 at 4:00 p.m.

Objection (s) have

been received from the Commissioner(s)

as indicated by the name(s) checked below:

Commissioner
Commissioner
Commissioner
Commissioner
Commissioner

Commissioner

Aikens

Elliott

Josefiak

McDonald

McGarry

Thomas

This matter will be placed on the meeting agenda

for Tuesday, January 23, 1990 .

Please notify us who will represent your Division before the

Commission on this matter.
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of i
: MUR 2978

Wallace, Dover & Dixon Political Action
Committee and J. Cal McCastlain, as
tteasurer

)

)

Wallace, Dover & Dixon, P.A. )
)

)

CERTIFICATION

1, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session on January 30,
1990, do hereby certify that the Commission decided by a
vote of 6-0 to take the following actions in MUR 2978:

3 1} Reject the Respondents’ request to take no
further action.

2 Direct the Office of General Counsel to send
appropriate Letters and Interrogatories and
Request for Production of Documents pursuant
to the discussion held this date, and to send
them to the respondent Committee as well as to
Joanne Sorn and to the firm.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

2-2-90 %w 2 Eonrtoga

Date Marjorie W. Emmons
tary of the Commission




 FEDERAL ELECTION COMMISSION.
| WASHINGTON,O.C.20463 .~

Pebruary 7, 1990
Joanne Sorn
Chisenhall, Nestrud & Julian, P.A.
2840 rirst Commercial Bank Building

Capitol & Broadway
Little Rock, Arkansas 72201

Dear Ms. Sorn:

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 believes that you may be able to provide some
relevant information concerning an investigation it is
conducting. Accordingly, the Commission requests that you
submit answers to the enclosed questions to the Office of the
General Counsel within 15 days of your receipt of this letter.
The Commission does not consider you 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. § 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.

If you have any questions, please contact Anthony Buckley,
the attorney assigned to this matter, at (800) 424-9530.

Sincerely,

Lawrence M. Noble
General Counsel

A —

Lois G. Lerner
Associate General Counsel

Enclosure
Interrogatories
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BEFORE THE FEDERAL ELECTION COMNISSION
In the Matter of e e :
- MUR 2978

INTERROGATORIES

Joanne Sorn

Chisenhall, Nestrud & Julian, P.A.

2840 First Commercial Bank Building

Capitol & Broadway

Little Rock, Arkansas 72201

In furtherance of its investigation in the above-captioned
matter, the Federal Election Commission hereby requests that you
submit answers in writing and under oath to the questions set

forth below within 15 days of your receipt of this request.
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Joanne Sorn
MUR 2978
Page 2
INSTRUCTIONS

In answering these interrcgatories, furnish all
information, however obtained, including hearsay, that is in
possession of, known by or otherwise available to you.

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, 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 January 1, 1988 to January 1,
1989.

The following interrogatories 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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Joanne Sorn
MUR 2978
Page 3
DIIIIITIOUI

For the purpose o! th.u‘ discovery requests, includinq the
:n;:ructions thereto, the terms liltod below are dctined ou
(-] ows d ;

"You" shall mean the person to whom this dilCOVOIYVEOQUCIt
is addressed.

"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.

"Document” shall mean the original and all non-identical
copies, including drafts, of all papers and records of every
type in your possession, custody, or control, or known by you to
exist. The term document includes, but is not limited to books,
letters, contracts, notes, diaries, log sheets, records of
telephone communications, transcripts, vouchers, accounting
statements, ledgers, checks, money orders or other commercial
paper, telegrams, telexes, pamphlets, circulars, leaflets,
reports, memoranda, correspondence, surveys, tabulations, audio
and video recordings, drawings, photographs, graphs, charts,
diagrams, lists, computer print-outs, and all other writings and
other data compilations from which information can be obtained.

"Identify"” with respect to a document shall mean state the
nature or type of document (e.g., letter, memorandum), the date,
if any, appearing thereon, the date on which the document was
prepared, the title of the document, the general subject matter
of the document, the location of the document, the number of
pages comprising the document.

"Identify" with respect to a person shall mean state the
full name, the most recent business and residence addresses and
the telephone numbers, the present occupation or position of
such person, the nature of the connection or association that
person has to any party in this proceeding. If the person to be
identified is not a natural person, provide the legal and trade
names, the address and telephone number, and the full names of
both the chief executive officer and the agent designated to
receive service of process for such person.

"And" as well as "or" shall be construed disjunctively or
conjunctively as necessary to bring within the scope of these
interrogatories and requests for the production of documents any
documents and materials which may otherwise be construed to be

out of their scope.

"Committee" shall refer to the Wallace, Dover & Dixon
Political Action Committee, and shall be construed to include
all predecessor committees including, but not limited to, the
House, Wallace & Jewell, P.A. Political Action Committee.
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Joanne Sorn
MUR 2978
Page 4
INTERROGATORIES

The following questions relate to reports which were filed
with the Federal Election Commission during your tenure as .
treasurer of the Wallace, Dover & Dixon Political Action '
Committee. Copies of the reports which are referred to in the.
questions are attached to assist you.

l. State why, as treasurer of the Committee, you reported
transfers of $2,500, $300 and $2,200 from House, Wallace and
Jewell, P.A. to the Committee as loans on the Committee’s 1988
April Quarterly Report. 1In your answer, identify all evidence
presented to you which caused you to believe that these amounts
were loans including, but not limited to, verbal instructions
from any superior and internal memoranda or written procedures.
Identify who you believed to be the lender(s).

2. State why, as treasurer of the Committee, you reported
disbursements totalling $600 to House, Wallace and Jewell, P.A.
from the Committee as loan repayments on the Committee’s 1988
April Quarterly Report. In your answer, identify all evidence
presented to you which caused you to believe that these amounts
were loan repayments including, but not limited to, verbal
instructions from any superior and internal memoranda or written
procedures. Identify who you believed to be the lender(s) to
whom the repayments were being made.

3. State why, as treasurer of the Committee, you reported a
transfer of $925 from House, Wallace and Jewell, P.A. to the
Committee as a loan on the Committee’s 1988 October Quarterly
Report. 1In your answer, identify all evidence presented to you
which caused you to believe that this amount was a loan,
including, but not limited to, verbal instructions from any
superior and internal memoranda or written procedures. Identify
who you believed to be the lender(s).

4. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the
Committee’s 1988 April Quarterly Report in any way comprised the
loans reported as received by the Committee on that same report.
In your answer, identify all evidence presented to you which
supports your conclusion including, but not limited to, verbal
instructions from any superior and internal memoranda or written

procedures.

5. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the
Committee’s 1988 October Quarterly Report in any way comprised
the loans reported as received by the Committee on that same
report. In your answer, identify all evidence presented to you
which supports your conclusion including, but not limited to,
verbal instructions from any superior and internal memoranda or

written procedures.
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FEDERAL ELECTION COMMISSION
WASHINGTON, DC. 20463

February 7, 1990

J. Cal McCastlain, Esg., Treasurer
Wallace, Dover & Dixon Political
Action Committee

3800 TCBY Tower Building

Little Rock, AR 72201

MUR 2978

Wallace, Dover & Dixon
Political Action Committee
and J. Cal McCastlain, as
treasurer

Dear Mr. McCastlain:

On September 29, 1989, you were notified that the Federal
Election Commission had found reason to believe the Wallace,
Dover & Dixon Political Action Committee ("Committee"”) and you,
as treasurer, violated 2 U.S.C. § 441b(a), a provision of the
Federal Election Campaign Act of 1971, as amended ("the Act").
On October 16, 1989, the Commission received your request that
the Commission take no further action in this matter.
Subsequently, on January 30, 1990, the Commission rejected your
request that it take no further action in this matter against
the Committee and you, as treasurer, and decided to pursue
further investigation into the circumstances of this matter.

Pursuant to its investigation of this matter, the
Commission has issued the attached interrogatories, which
request the Committee 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
requested that you submit all such answers within 15 days of
your receipt of this request.




you ha
the attorney a:

 Lawrence M. Noble
- General Counsel

Associate General Counsel

Enclosure
Interrogatories
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BEFORE THE FPEDERAL ELECTION COMMISSION
In the Matter of '
MUR 2978

INTERROGATORIES AND REQUEST
FOR PRODUCTION OF DOCUNENTS

J. Cal McCastlain, Esq., Treasurer

Wallace, Dover & Dixon Political Action Committee

425 West Capitol Street

Suite 3800

Little Rock, Arkansas 72201

In furtherance of its investigation in the above-captioned
matter, the Federal Election Commission hereby requests that you
submit answers in writing and under oath to the questions set
forth below within 15 days of your receipt of this request. 1In
addition, the Commission hereby requests that you produce the
documents specified below, in their entirety, for inspection and
copying at the Office of the General Counsel, Federal Election
Commission, Room 659, 999 E Street, N.W., Washington, D.C.,
20463, on or before the same deadline, and continue to produce
those documents each day thereafter as may be necessary for
counsel for the Commission to complete their examination and
reproduction of those documents. Clear and legible copies or
duplicates of the documents which, where applicable, show both

sides of the documents may be submitted in lieu of the

production of the originals.
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J. Cal ncCaltlaln;i'uq.. Troasurot
MUR 2978
Page 2

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 January 1, 1988 to January 1,
1989.

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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J. Cal McCastlain, Esq., Treasurer
MUR 2978 : '
Page 3

DEFPINITIONS

For the purpose of these discovery requests, includiﬁé the
én:tructions thereto, the terms listed below are defined as
ollows: '

"You" shall mean the named respondent to whom this
discovery request is 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.

"Identify" with respect to a document shall mean state the
nature or type of document (e.g., letter, memorandum), the date,
if any, appearing thereon, the date on which the document was
prepared, the title of the document, the general subject matter
of the document, the location of the document, the number of
pages comprising the document.

"And" as well as "or" shall be construed disjunctively or
conjunctively as necessary to bring within the scope of these
interrogatories and requests for the production of documents any
documents and materials which may otherwise be construed to be

out of their scope.

"Committee" shall refer to the Wallace, Dover & Dixon
Political Action Committee, and shall be construed to include
all predecessor committees including, but not limited to, the
House, Wallace & Jewell, P.A. Political Action Committee.
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J. Cal McCastlain, Esq., Treasurer
MUR 2978 i '
Page 4

INTERROGATORIES AND REQUEST
FOR PRODUCTION OF DOCUMENTS.

1. State why the Committee reported transfers of $2;5901M$3ﬁ§’
and $2,200 from House, Wallace and Jewell, P.A. to the Committee
as loans on the Committee’s 1988 April Quarterly Report. _

2, State why the Committee reported disbursements totalling $600
to House, Wallace and Jewell, P.A. from the Committee as loan
repayments on the Committee’s 1988 April Quarterly Report.

3. State why the Committee reported a transfer of $925 from
House, Wallace and Jewell, P.A. to the Committee as a loan on

the Committee’s 1988 October Quarterly Report.

4. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the
Committee’s 1988 April Quarterly Report in any way comprised the
loans reported as received by the Committee on that same report.
In your answer, identify all evidence which supports your
conclusion including, but not limited to, internal memoranda or
written procedures, and provide copies of all such documents.

5. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the
Committee’s 1988 October Quarterly Report in any way comprised
the loans reported as received by the Committee on that same
report. In your answer, identify all evidence which supports
your conclusion including, but not limited to, internal
memoranda or written procedures, and provide copies of all such

documents.
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 FEDERAL ELECTION COMMISSION
WASHINGTON, DC. 2003 . '

February 7, 1990

Larry C. willaci, Esq.

‘Wallace, Dover & Dixon, P.A.

425 West Capitol Street
Suite 3800
Little Rock, Arkansas 72201

RE: MUR 2978
Wallace, Dover & Dixon, P.A.

Dear Mr. Wallace:

On September 29, 1989, you were notified that the Federal
Election Commission had found reason to believe Wallace, Dover &
Dixon, P.A. ("the firm") violated 2 U.S.C. § 441b(a), a
provision of the Federal Election Campaign Act of 1971, as
amended. On October 16, 1989, the Commission received your
request that the Commission take no further action in this
matter. Subsequently, on January 30, 1990, the Commission
rejected your request that it take no further action, and
decided to pursue further investigation into the circumstances
of this matter.

Pursuant to its investigation of this matter, the
Commission has issued the attached interrogatories and request
for production of documents, which request the firm 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 requested that you submit all
such information within 15 days of your receipt of this request.

If you have any questions, please contact Anthony Buckley,
the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

=G
Lois G. ‘Lerner

Associate General Counsel

Enclosure
Interrogatories and Request
for Production of Documents
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FOR !IODUC!IGI.0l DOCUII-T8

Wallace, Dover & Dixonm, r.A; |

425 West Capitol Street

Suite 3800

Little Rock, Arkansas 72201

In furtherance of its investigation in the above-captioned
matter, the Federal Election Commission hereby requests that you
submit answers in writing and under oath to the questions set
forth below within 15 days of your receipt of this request. 1In
addition, the Commission hereby réquests that you produce the
documents specified below, in their entirety, for inspection and
copying at the Office of the General Counsel, Federal Election
Commission, Room 659, 999 E Street, N.W., Washington, D.C.,
20463, on or before the same deadline, and continue to produce
those documents each day thereafter as may be necessary for
counsel for the Commission to complete their examination and
reproduction of those documents. Clear and legible copies or
duplicates of the documents which, where applicable, show both

sides of the documents may be submitted in lieu of the

production of the originals.




Wallace, Dover & Dikbn. P.A.
RUR 2978
Page 2

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.
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Unless otherwise indicated, the discovery request shall
refer to the time period from January 1, 1988 to January 1,
1989.

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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Wallace, Dover & Dixon, P.A.
NUR 2978
Page 3

DEFINITIONS

For the purpose of these discovery requests, 1nc1uding the
instructions thereto, the terms listed below are defined as &
follows:

"You" shall mean the named respondent to whom this
discovery request is 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.

"Identify" with respect to a document shall mean state the
nature or type of document (e.g., letter, memorandum), the date,
if any, appearing thereon, the date on which the document was
prepared, the title of the document, the general subject matter
of the document, the location of the document, the number of
pages comprising the document.

"And" as well as "or" shall be construed disjunctively or
conjunctively as necessary to bring within the scope of these
interrogatories and requests for the production of documents any
documents and materials which may otherwise be construed to be
out of their scope.

"Committee" shall refer to the Wallace, Dover & Dixon
Political Action Committee, and shall be construed to include
all predecessor committees including, but not limited to, the
House, Wallace & Jewell, P.A. Political Action Committee.

"Firm" shall refer to Wallace, Dover & Dixon, P.A., and
shall be construed to include all predecessor law firms
including, but not limited to, House, Wallace & Jewell, P.A.
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Wallace, Dover & Dixon, P.A.
MUR 2978
Page 4
INTERROGATORIES

1. State why the Committee reported transfers of $2,500, $300
and $2,200 from House, Wallace and Jewell, P.A. to the Committes
as loans on the Committee’s 1988 April Quarterly Report.

2. State why the Committee reported disbursements totalling $600
to House, Wallace and Jewell, P.A. from the Committee as loan
repayments on the Committee’s 1988 April Quarterly Report.

3. State why the Committee reported a transfer of $925 from
House, Wallace and Jewell, P.A. to the Committee as a loan on
the Committee’s 1988 October Quarterly Report.

4. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the
Committee’s 1988 April Quarterly Report in any way comprised the
loans reported as received by the Committee on that same report.
In your answer, identify all evidence which supports your
conclusion including, but not limited to, internal memoranda or
written procedures.

5. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the
Committee’s 1988 October Quarterly Report in any way comprised
the loans reported as received by the Committee on that same
report. In your answer, identify all evidence which supports
your conclusion including, but not limited to, internal
memoranda or written procedures.

REQUEST FOR PRODUCTION OF DOCUMENTS
Please provide copies of the following documents:

1. All documents which relate in any way to any agreement
between the firm and its shareholders that the firm would
forward contributions to the Committee on behalf of the
shareholders.

2. All documents which relate in any way to any payments to the
Committee by the firm.

3. All documents which relate in any way to the receipt by the
firm of "repayments"” from the Committee, as reported on the
Committee’s 1988 April Quarterly Report, 1988 July Quarterly
Report, Amended 1988 30 Day Post-General Report, and Amended
1988 Year End Report.

4. All documents which relate in any way to the use of the
firm’s payroll deduction process for repayments by shareholders
of contributions forwarded by the firm to the Committee.
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March 2, 1990

Mr. Anthony Buckley
Federal Election Commission
Washington, D.C. 20463

Re: MUR 2978
Dear Mr. Buckley:

Following my telephone conversation with you of February 12,
1990 wherein I advised you I was unable to read the Quarterly
Reports which had been provided with your February 7, 1990
letter, I received photocopies of the Quarterly Reports on
February 19, 1990. As I was to respond to the Commission’s
Interrogatories within 15 days of receipt, I am within 15 days
from February 19, 1990, the date of receipt of the needed
quarterly reports. I am sure you will agree that I could not
respond before I had information I could review.

I hope that you find these Interrogatory Responses in
satisfactory form. I am not an attorney and therefore, they are
not prepared as an attorney would prepare them. I have answered
each question to the best of my ability. I cannot provide you
with information as to written documentation, because to my
knowledge there was none. All instructions received by me were
verbal. Any notes which I may have made should be in the
Committee’s file folder. Because I resigned employment with
Wallace, Dover & Dixon in January, 1989, I do not know the
location of the Committee’s file. At the time I refused to
continue serving as the Committee’s Treasurer, I gave the
Committee’s file to J. Cal McCastlain. The only other written
documentation which I can think of would be general ledger
postings for House, Wallace & Jewell, P.A. Again, I do not know
who would presently have those records. Any general ledger
postings would have been made at Mr. Anders’ instruction. Mr.
Anders left employment of Wallace, Dover & Dixon in approximately
October, 1989.
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Should you have any questions, I will do my best to assist
you.

Very truly yours,

TN

Joanne Sorn
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RE: MUR 2978

Definitions:

"And" as well as "or" shall be construed disjunctively or
conjunctively as necessary to bring within the scope of these
interrogatory answers which may otherwise be construed to be out of
their scope. ’

"Committee” shall refer to the Wallace, Dover & Dixon
Political Action Committee, and shall be construed to include all
predecessor committees including, but not limited to, the House,
Wallace, & Jewell, P.A. Political Action Committee.

*HW&J" shall refer to House, Wallace & Jewell, P.A. and shall
be construed to include all predecessor and following names of the
professional association.

“FEC" shall refer to the Federal Election Commission.

1 State why, as treasurer of the Committee, you reported
transfers of $2,500, $300 and $2,200 from House, Wallace & Jewell,
P.A. to the Committee as loans on the Committee’s 1988 April
Quarterly Report. In your answer, identify all evidence presented
to you which caused you to believe that these amounts were loans
including, but not 1limited to, verbal instructions from any
superior and internal memoranda or written procedures. Identify
who you believed to be the lender(s).

ANSWER: Transfers of $2,500, $300 and $2,200 from HW&J to
the Committee were made to fund the Committee’s contributions to
candidates made from January, 1988 to March, 1988. These transfers
were necessary because the Committee checking account had
insufficient funds for all desired candidate contributions for the
quarter. The Committee checking account was normally funded
through payroll deductions. The payroll deductions were
insufficient to <cover that quarter’s desired candidate
contributions. The transfers/loans were to be repaid through
continued payroll deduction of the Committee participants. I do
not know who the FEC would call the lender(s), but it would be
either HW&J or the Committee participants. Therefore, because of
my uncertainty, when referring to loans hereinafter, I will use the
word in quotes, i.e. "loans".

It is wunknown to me who determined what candidate
contributions would be made, or the amounts. It is also unknown to
me if all Committee participants were aware of the fact that the
Committee did not have adequate funds to cover the contributions
made. At all times while I was Treasurer of the Committee, my

1
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direct supervisors were the President of the Committee, the Vice
President of the Committee, who I believe at the time were Larry C.
Wallace and Steve L. Riggs, respectively, and Steve Anders, HW&J's
Business Manager. Mr. Anders rted d. tly to Mr. Wallace, who
was HW&J'’s managing partner. 1l information relayed to me as to
candidate contributions to be made and “loans® to be made came from
Mr. Wallace, Mr. Riggs and/or Mr. Anders. Mr. Wallace, Mr. Riggs
and/or Mr. Anders were well aware of the fact the Committee did not
have adequate funds to make the desired contributions. At the very
least, Mr. Anders and Mr. Wallace approved the "loans" to the
Committee. Because Mr. Anders was HW&J’s Business Manager, he was
the person who authorized writing the "loan® checks on the HW&J
checking account to the Committee. Mr. Anders is presently living
in Warren, AR and may be employed by Georgia-Pacific. He is
definitely employed by a forest industries/paper products company.

House, Wallace & Jewell, P.A. changed its name to Wallace,
Dover & Dixon. Since February, 1990, Wallace, Dover & Dixon is in
the process of dissolved.

The Committee participants are as listed on each quarterly
report filed with the FEC. Each Committee participant is an
attorney. The following is an alphabetical list of the Committee
participants’ current addresses to the best of my knowledge:

Lawrence E. Chisenhall
Chisenhall, Nestrud & Julian, P.A.
400 W. Capitol, Suite 2840

Little Rock, AR 72201

John Clayton

Wallace & Clayton

425 W. Capitol

Little Rock, AR 72201

J. Bruce Cross
Cross & Gunter
425 W. Capitol
Little Rock, AR 72201

Donna Galchus

Cross & Gunter

425 W. Capitol

Little Rock, AR 72201

Russell Gunter
Cross & Gunter
425 W. Capitol
Little Rock, AR 72201

Don F. Hamilton
Little Rock Wastewater Utility

2




P. O. Box 879
Little Rock ,n, 72303

Jim L. Julian =
Chisenhall, Nestrud &
400 W. Capitol, Suite 2
Little Rock, AR 72201

Joe Luker
1920 N. Main
North Little Rock, AR 7211‘

Steven Morley

Morley Law Pirm

301 N. Broadway

North Little Rock, AR 72114

Chuck Nestrud

Chisenhall, Nestrud & Julian
400 W. Capitol, Suite 2840
Little Rock, AR 72201

Dean Overstreet

Dover & Dixon

425 W. Capitol

Little Rock, AR 72201

Joe Purvis

Dover & Dixon

425 W. Capitol

Little Rock, AR 72201

Charles Reynolds

Cross & Gunter

425 W. Capitol

Little Rock, AR 72201
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Steve Riggs

Dover & Dixon

425 W. Capitol

Little Rock, AR 72201

»

Charlie Smith
practicing law somewhere in Benton, AR

Paul Stanfield
Systematics, Inc.

4001 N. Rodney Parham
Little Rock, AR 72211

Scott Vaughn
Hilburn Law Firm
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Twin cn:y unk Bu
One Riverfront Place
North Little Rock, AR

C. llanaco
Wallace & Clayton
425 W. Capitol
Little Rock, AR 12201

Ann Wilson

present occupation unknoun
Home Address: 804 N. Ash
Little Rock, AR 72208

Carolyn Witherspoon
Cross & Gunter

425 W. Capitol

Little Rock, AR 72201

Jim Pitts

present addresses unknown, it may
be the same as reported on the
quarterly reports.

John Peace (3rd quarter report)
Dover & Dixon

425 W. Capitol

Little Rock, AR 72201

All instructions received were verbal. There were no internal
memoranda or written procedures. As I was not involved in the HW&J
general ledger data input, I do not know where the "loans"” were
posted to. However, they should be reflected in the HW&J general
ledger somewhere pertaining to the Committee. The whereabouts of
the HW&J general ledger is unknown to me.

2. State why, as treasurer of the Committee, you reported
disbursements totalling $600 to House, Wallace & Jewell, P.A. from
the Committee as loan repayments on the Committee’s 1988 April
Quarterly Report. In your answer, identify all evidence presented
to you which caused you to believe that these amounts were loan
repayments including, but not limited to, verbal instructions from
any superior and internal memoranda or written procedures.
Identify who you believed to be the lender(s) to whom the
repayments were being made.

ANSWER: The $600 disbursement from the Committee to HW&J
resulted from payroll deductions made throughout the quarter. The
deductions were credited to HW&J at the instruction of Steve
Anders. Based on information from Mr. Anders, it was my
understanding the "loans" were to be paid off through the payroll
deductions. Mr. Anders further advised me no further substantial

4




contributions to candidates would be made until the "loan"” wll

repaid. The lenders making the repayments were the Committee
participants as listed in the answer to Question No. 1. Bach
Committee participant had executed a payroll deduction
authorization form. Said forms did not state that the deductions
were to cover "loans". Other than these payroll deduction
authorization forms, and the quarterly reports, to my knowlsdge
there is in existence no written memoranda, correspondence, written
procedures, etc. in any fashion pertaining to any subject. All
communications were verbal from either Mr. Wallace, Mr. Riggs, oOr
Mr. Anders. v

3. State why, as treasurer of the Committee, you reported a
transfer of $925 from House, Wallace & Jewell, P.A. to the
Committee as a loan on the Committee’s 1988 October Quarterly
Report. 1In your answer, identify all evidence presented to you
which caused you to believe that this amount was a loan, including,
but not limited to, verbal instructions from any superior and
internal memorandum or written procedures. Identify who you
believed to be the lender(s).

ANSWER: I cannot Answer this question as Treasurer of the
Committee as I was not the Treasurer at the time of filing. That
return was filed by J. Cal McCastlain, presently employed by Dover
& Dixon, 425 W. Capitol, Little Rock, AR 72201. During the third
quarter, Mr. Wallace, Mr. Riggs or the Committee participants
decided the Committee wanted to make more contributions to
candidates once again in excess of the funds available to the
Committee. I advised Mr. Wallace, Mr. Riggs, Mr. Anders and Mr.
McCastlain there were insufficient funds available to cover the
desired contributions and that HW&J had already "loaned" the
maximum allowed under FEC rules. I advised each of those gentlemen
the only way further political contributions could be made was
through increased payroll deductions, when in reality the number of
Committee participants was decreasing due to dissatisfaction with
the Committee’s management and HW&J's management. It was made
clear to me by Mr. Anders, Mr. Riggs and/or Mr. Wallace that I may
not know what I was talking about and that Mr. McCastlain would
look at all applicable regulations to determine if another "loan"
could be made. I know that Mr. McCastlain reviewed the FEC
Guidelines pamphlet, as well as a volume of the United States Code.
After Mr. McCastlain’s review, he advised me that the loan could be
made. I advised Mr. Riggs, Mr. Anders and Mr. McCastlain I did not
believe the loan was proper and that I would not sign the October
Quarterly Report and that I resigned as Treasurer of the Committee.
I was instructed by Mr. Anders that I would prepare the October
Quarterly Report, which I believe I may have done, but once again
advised Mr. Anders that I would not sign it. The October Quarterly
Report was signed by Mr. McCastlain. Other than those persons
named in this Answer, I am not sure if any of the remaining
Committee participants were aware of this matter.




4. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the Committee’s
1988 April Quarterly Report in any way comprised the loans reported
as received by the Committee on that same report. In your answer,
identify all evidence presented to you which supports your
conclusion including, but not limited to, verbal instructions from
any superior and internal memoranda or written procedures. '

ANSWER: If I understand your question correctly, the payroll
deductions which were reported on the April, 1988 Quarterly Report
as contributions were only that - deductions reported as
contributions. All "loans" received by the Comnmittee were reported
as ‘"loans", not as payroll deductions or contributions.
Conversely, payroll deductions were used to repay the loans.

5. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the Committee’s
1988 October Quarterly Report in any way comprised the loans
reported as received by the Committee on that same report. In your
answer, identify all evidence presented to you which supports your
conclusion including, but not limited to, verbal instructions from
any superior and internal memoranda or written procedures.

v 2

ANSWER: I cannot Answer this question as Treasurer of the
Committee as I was not the Treasurer at the time of filing. That
return was filed by J. Cal McCastlain, presently employed by Dover
& Dixon, 425 W. Capitol, Little Rock, AR 72201. As I stated in
Answer to Question #3, I believe I may have prepared the October,
1988 Quarterly Report. As is clear on that report, I did not sign
that Report. Based on the belief that I prepared the October, 1988
Quarterly Report, and if I understand your question correctly, the
payroll deductions which were reported on the October, 1988
Quarterly Report as contributions were only that - deductions
reported as contributions. All "loans" received by the Committee
were reported as "loans", not as payroll deductions or
contributions. Conversely, payroll deductions were used to repay
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March ‘33, 1990

J gl B

Mr. Anthony Buckley
Federal Election Commission

999 East Street, N.W.
Washington, D.C. 20463

Re: MUR 2978/Wallace, Dover & Dixon, P.A.
Political Action Committee and
J. Cal McCastlain as Treasurer

8h:1IWY £2 406

Dear Mr. Buckley:

Enclosed are my responses to your interrogatories regarding
the above-described matter. As I indicated earlier, the law firm
of Wallace, Dover & Dixon is no longer in operation, and as of
March 26, 1990, I will no longer work with any members of that

firm.

As I have explained to you and in my Interrogatories, I had
no role in the activities involved herein. I would like for this
matter to be concluded as soon as possible, and without the mention
of my name in any final order or finding.

You can imagine my frustration with this matter, and the
distraction it causes from my productive work. However, please
consider me as cooperative and willing to assist.

In the event you must correspond with me, please direct all
correspondence to the address shown above. I anxiously await your
finding that I am no longer involved in this matter.

Sincerely,
/4/"}"’ ’M-\
J. Cal McCastlain
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POSED BY THE P!DERAL BLECQIG’ GONKIBSIQN

INTERROGATORY NO, 1: State why the Committes reported
transfers of $2,500, $300 and $2,200 from House, Wallace & Jewell,
P.A. to the Committee as loans on the Committee’s 1988 April

Quarterly Report.

RESPONSE TO INTERROGATORY NO, 1: I d4id not begin work with

the law firm of Wallace, Dover & Dixon until July 18, 1988. I have
no knowledge whatsoever of any activities reported in the House,
Wallace & Jewell, P. A. Political Action Committee Quarterly Report
of April, 1988.

INTERROGATORY NO, 2: State why the Committee reported
disbursements totaling $600 to House, Wallace & Jewell, P.A. from

the Committee as loan repayments on the Committee’s 1988 April

Quarterly Report.

RESPONSE TO INTERROGATORY NQ, 2: I did not begin work with
the law firm of Wallace, Dover & Dixon until July 18, 1988. I have

no knowledge whatsoever of any activities reported in the House,
Wallace & Jewell, P. A. Political Action Committee Quarterly Report
of April, 1988.

INTERROGATORY NO. 3: State why the Committee reported a
transfer of $925 from House, Wallace & Jewell, P.A. to the

Committee as a loan on the Committee’s 1988 Quarterly Report.
RESPONSE TO INTERROGATORY NO. 3: My signing of the Federal
Election Commission Quarterly Report (FEC Form 3X) of October 15,

1988 for Wallace, Dover & Dixon, P.A. Political Action Committee




on Ootohotu, 988 ‘my ot as ,m;uror lor' thut |

pontieal Action Couittu. ‘Prior to the date of October 14, uoa
I dia not participato in or have any lmowlcdqo of any of tho
business affairs of the Wallace, Dover & Dixon, P.A. Political
Action Committee. Likewise, prior to October 14, 1988, I ‘neither
advised or participated in any fund raising, contributions,
accounting, or record keeping conducted by the Wallace, Dover &
Dixon, P.A. Political Action Committee.

Information included in the Federal Election Commission
Quarterly Report of October 15, 1988 by Wallace, Dover & Dixon,
P.A. Political Action Committee represents my interpretation of the
information regarding events that occurred prior to my appointment
as Treasurer. The information regarding these events was compiled
prior to my appointment as Treasurer. I did not participate in nor
advise the Political Action Committee in any way prior to October
14, 1988.

The information contained in the Quarterly Report of October,
1988 was already entered into the report form when the form was
presented to me by the previous Treasurer, Joann Sorn. Ms. Sorn
reviewed the information in the October 1988 report and represented
it to be an accurate representation of the facts. The information
contained in the form was consistent with the type of transactions
represented in the April 1988 Quarterly Report. Given the
representations by Ms. Sorn and the consistency between the

reports, it appeared that the information presented in the October,




1988 n.pnﬁﬁ curately ropzot.ntta,tho' ;nu.r fa uhich_tho variou; i

tranoaotionn ocou:rod : ol
INTRRRCGATORY NO. 4: State whether the ancunt forvarded
by way of payroll deductions which were reported as oontribution:y
on the Committee’s 1988 April quarterly report in any way eomp;iled 
the loans reported as received by the Committee on that same
amount. In your answer, identify all evidence which supports your
conclusion including, but not limited to, internal memoranda or
written procedures, and provide copies of all such documents.

RESPONSE TO INTERROGATORY NO, 4: I did not begin work with
the law firm of Wallace, Dover & Dixon until July 18, 1988. I have
no knowledge whatsoever of any activities reported in the House,
Wallace & Jewell, P. A. Political Action Committee Quarterly Report
of April, 1988. Also, the law firm of Wallace, Dover & Dixon, P.A.
is no longer in operation, and I no longer work with any of the
members of that firm. I resigned as Treasurer of the Committee as
of February 3, 1990. The winding down of the firm’'s business, and
my lack of access to any of the firm’s records prevents me from
further supplementing my response.

INTERROGATORY NO, 5: State whether the amounts forwarded by
way of payroll deductions which were reported as contributions on
a Committee’s 1988 quarterly report in any way comprised the loans
reported as received by the Committee on that same report. 1In your
answer, identify all evidence which supports your conclusion
including, but not 1limited to, internal memoranda or written

procedures, and provide copies of all such documents.
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tupom‘ to Inmrrmtory No. 3, the 1ng n rii‘oi’:é’ad?-m the
OOtchor 1988 qna:tczly rupart had hcon_q' Axad:uud .ntorod 1nto

the report whea prt-ontod to me. I can o f, ?tont to the faot_
that given the oxplanation by the prcviéul wzcaluxo and oarlior

quarterly reports that this 1n£or-ation appoazod to be accurate.

I will attest that the information pronentod 1n the 1988 October
quarterly report represents my understandinqn of the transactions

that had occurred during the previous quarter.

However, I have no direct knowledge of the intent of the law
firm or its partners regarding the information included in the
reports of October 15, 1988. As I indicated in my response to
Interrogatory No. 4, the law firm of Wallace, Dover & Dixon, P.A.
is no longer in business and I resigned as Treasurer of the
Wallace, Dover & Dixon, P.A. Political Action Committee as of
February 3, 1990. I no longer work with any members of that firm.
I do not have access to any records that can be used to supplement
my responses herein.

ADDITIONAL RESPONSE: I had no involvement whatsoever in any
of the activities or transactions reported by the Wallace, Dover
& Dixon, P.A. Political Action Committee quarterly reports of April
and October, 1988. Inasmuch as I never was a shareholder in that
firm, and I never attended a shareholder meeting, I have no direct
knowledge of the intent of that law firm or its shareholders
regarding the operation of the Political Action Committee or

transactions involving the Committee.
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,: ls;a\ﬁc§ﬁ ilo¢iQ‘Q £;4the irm, 1 was appo: éod Trqicutor.dt‘
the Committes’ on Diotober 14, 1988 and directed, ironically, to
enn’u';;o that the Acb:nnitto'o complied with election laws. I tried
diligintly to clnr:upf thhl matter. Ifind it regrettable, in the
least, that given the reason for my ajpbintmont as Treasurer, and
the fact that I had no role whatsoever in the activities in
question, that I have been named personally as having violated the
United States Code.

I request that the Commission f£ind that I had no role in these
activities, and that no further action or response is required on

my part, and that I not be named in any findings.

J. Cal McCastlain
5820 Hawthorne
Little Rock, AR 72207

Py ol
/J. Cal McCastlain

STATE OF ARKANSAS )

)
COUNTY OF PulASK| )

I, J. Cal McCastlain, hereby state on oath that I have read
the foregoing Response to Interrogatories and the facts contained
therein are true and correct to the best of my knowledge and

belief.
j. Cal McCastlain
SUBSCRIBED AND SWORN TO before me this 85“:9( day of
7Y n4&£4 , 1990. —

TN arda) Eadlog

Notary Public

My Commission Expires:

|-17-9 &~




uam 27, 1990

VIA CERTIFIED MAIL

Ms. Lois G. Lerner
Associate General Counsel
Federal Election Commission
Washington, D. C. 20463

Re: MUR 2978
Wallace, Dover & Dixon, P.A.

Dear Ms. Lerner:

I resigned as a shareholder, officer and director of Wallace,
Dover & Dixon, P. A. on January 22, 1990. All books and records
of the corporation are maintained by Mr. Darrell Dover of the firm

of Dover & Dixon, P. A., 3700 TCBY Tower, Little Rock, Arkansas
72201.

Please forward all correspondence to his attention. Thank
you.

Sincerely,

ot

Larry C. Wallace
LCW:trc
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BEFORE THE FEDERAL ELECTION CORNISSION
In thc-gittct of &
Dover & Dixon, P.A. (formerly Wallace,
Dover & Dixon, P.A.) MUR 2978
Wallace, Dover & Dixon Political

Action Committee and J. Cal McCastlain,
as treasurer

GENERAL COUNSEL'’S REPORT
The Office of the General Counsel is prepared to close the
investigation in this matter as to all respondents, based on the

assessment of the information presently available.

Lawrence M.
General Counsel

Yl

Date
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The Commissio

Lavrence M. |
General Coun

SUBJECT: MUR 2978

Attached for the Commission’s review are two briefs stating

the position of the General Counsel on the legal and factual
issues of the above-captioned matter. A copy of these briefs
and letters notifying the respondents of the General Counsel’s
intent to recommend to the Commission findings of probable cause
to believe were mailed on August 2, 1990. Following receipt of

the respondents’ replies to these notices, this Office will make
a further report to the Commission. ‘

Attachments
1. Briefs
2. Letters to respondents

Staff person: T. Buckley




N COMMISSION

August 2, 1990

Darrell Dover, Esg. -
Dover & Dixon, P.A.

3700 TCBY Tower

Little Rock, Arkansas 72201

RE: MUR 2978
Dover & Dixon, P.A.

Dear Mr. Dover:

Based on information ascertained in the normal course of
carrying out its gupervisory responsibilities, and information
supplied by J. Cal McCastlain, Joanne Sorn and Larry C. Wallace,
on September 1, 1989, the Federal Election Commission found
reason to believe that Wallace, Dover & Dixon, P.A. violated
2 U.S.C. § 441b(a), and instituted an investigation in this
matter.

After considering all the evidence available to the
Commission, the Office of the General Counsel is prepared to
recommend that the Commission find probable cause to believe
that a violation has occurred. Because this Office has been
informed that the firm of Wallace, Dover & Dixon, P.A. has
been dissolved and that all books and records of that
corporation are now maintained by the firm of Dover &

Dixon, P.A, the Office of the General Counsel has substituted
Dover & Dixon, P.A. as the corporate respondent in this matter.

The Commission may or may not approve the General Counsel’s
recommendation. Submitted for your review is a brief stating
the position of the General Counsel on the legal and factual
issues of the case. Within 15 days of your receipt of this
notice, you may file with the Secretary of the Commission a
brief (ten copies if possible) stating your position on the
issues and replying to the brief of the General Counsel. (Three
copies of such brief should also be forwarded to the Office of
the General Counsel, if possible.) The General Counsel’s brief
and any brief which you may submit will be considered by the
Commission before proceeding to a vote of whether there is
probable cause to believe a violation has occurred.

If you are unable to file a responsive brief within 15
days, you may submit a written request for an extension of time.
All requests for extensions of time must be submitted in writing




ﬂuo datc, and good cause must bt
tton, the Office of the General ceunsll
extensions thcnd 20 days.

finding o p:_blhlc cause to balievo requires that the
ot!ieo of the al Counsel attempt for a period of not less
than 30, but not e than 90 days, to settle this matter
through a conciliation agreement.

Should you have any questions, please contact Tony Buckley,
the ;ttotnoy assigned to this matter, at (202) 376-8200.

Sinc

ely, % >

e g Noble
General Counsel

Enclosure
Brief




BEFORE THE FEDERAL ELECTION CONNISSION
In the Matter of : ! R »
MUR 2978

Dover & Dixon, P.A. (formerly )
Wallace, Dover & Dixon, P.A.) )

GENERAL COUNSEL’S BRIEF
I. STATEMENT OF THE CASE

The Wallace, Dover & Dixon Political Action Committee (the
"Committee”) and J. Cal McCastlain, as treasurer, were tefetiéd
to the Office of the General Counsel by the Reports Analysis
Division ("RAD") for receiving loans from the Committee’s
connected organization, Wallace, Dover & Dixon, P.A. (the
"firm"), now Dover & Dixon, P.A.,l in violation of 2 U.S.C.

§ 441b(a). The Committee had reported the receipt of three
loans totalling $5,020 from the firm between January 5, 1988 and
February 24, 1988, and the receipt of yet another $925 loan from
the firm on August 9, 1988. The Committee also reported making
21 repayments to the firm between March 1, 1988 and April 20,
1989.

On September 1, 1989, the Commission found reason to
believe that the firm had violated 2 U.S.C. § 441b(a) by making
corporate contributions to the Committee. This Office received

responses to this finding on October 16, 1989, in which Larry C.

Wallace, the managing partner of the firm, requested that the

1. On April 2, 1990, this Office was informed that the firm of
Wallace, Dover & Dixon, P.A. has apparently been dissolved and
that all books and records of that corporation are now maintained
by Mr. Darrell Dover of the firm of Dover & Dixon, P.A. It thus
appears that Dover & Dixon, P.A. is the successor firm and,
accordingly, it has been substituted as the corporate respondent
in this matter.
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Commission find that no ﬁ-aiitibh”hidbccﬁrud and tha
further action be taken against thu firu. Affidavits
submitted by Mr. Wallnco and J Cll ucc:atlain, in whie‘ :
contended that the intornltion eoutainod in the COnaittol s
reports, which served as the basis for the COnnission'u !indlng
of reason to believe, was in error. :

According to Mr. Wallace’s affidavit, the 1988 April and
October Quarterly Reports were in error to the extent they
indicated that the firm loaned funds to the Committee, and to
the extent they indicated that the Committee was repaying the
firm for any such loans. As Mr. Wallace explained, "[f)unds
contributed to the PAC and the subject of such reports actually
represent personal contributions to the PAC by the Shareholders
of the Firm," and the shareholders "funded their respective
contributions by receiving advances from the Firm." Further,
"(i)nstead of writing separate checks to each Shareholder, the
Firm merely acted as an agent for each Shareholder and forwarded
the Shareholders’ contributions to the PAC in lump sums. Those
contributions were intended to be actual contributions to the
PAC and not loans. Likewise, the PAC was not required, nor
expected, to repay those contributions.” Finally, as regards
these transactions, Mr. Wallace stated that the "Shareholders
repaid their respective advances through subsequent payroll
deductions. The Shareholders have paid these amounts in full
from their personal funds."

Subsequently, on January 30, 1990, the Commission rejected

Respondent’s request that it take no further action and, because
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the responses were at odds vihh the cguni;t e's ropnrts and:kh"

rendered difficult a coﬂpleto undetctanding af ihat had
occurred, the Commission al;o authouud lnterrogatories tml :
requests for production of documents to be sent to the fitlu th_d:
Committee, and Joanne Sorn, thp former treasurer of the
Committee.

A response was received from Ms. Sorn on March 5, 1990}
She stated that "[loans) of $2,500, $300 and $2,200 from [ndhsc.
Wallace & Jewell, P.A.]z to the Committee were made to fund the
Committee’s contributions to candidates from January, 1988 to
March, 1988. These [loans] were necessary because the Committee
checking account had insufficient funds for all desired
candidate contributions for the quarter."” Ms. Sorn continued by
saying that the Committee account was normally funded through
payroll deductions, but that what had been received from payroll
deductions had been insufficient to cover the desired
contributions for that quarter. "The transfers/loans were to be
repaid through continued payroll deduction of the Committee
participants."” Ms. Sorn stated further that the loan of $925
from the firm to the Committee which was reported on the 1988
October Quarterly Report was handled in a similar fashion, with
the Committee wanting to make contributions for which it had
inadequate funds. As a result, the firm again lent monies to
the Committee for the purpose of making these contributions, and

the Committee again repaid these loans through monies received

2. House, Wallace and Jewell, P.A. is the predecessor law firm to
Wallace, Dover & Dixon, P.A.
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officer and diroctor o! wallaco. Dov.t & Di‘ n. P.A. in January,

1990. Dover & Dixon, P.A. has not . rospondcﬂhn Respondent has
not changed ita oriqinal aasgttion-that,nq‘violation occurred
and that the Coanidiion»;hould take nd'futthoi action.
II. AMALYSIS

Pursuant to 2 U.8.C. § 441b(a), it is unlawful for any
corporation to make a contribution in connection with a federal
election. 1Included within the definition of contributions are
loans. 2 U.S.C. § 441b(b)(2). Pursuant to 2 U.S.C.
§ 441b(b)(2)(C),-a corporation may legally participate in
financing federal political activity by setting up a separate
segregated fund and soliciting voluntary contributions to that
fund. While a connected organization may pay the administrative
costs of its separate segregated fund, for such payment to be
legally sufficient the connected organization must either pay
the expenses directly or deposit funds in an account segregated
from voluntary contributions received by the fund. See, e.gq.,
MUR 1544,

On its 1988 April Quarterly Report, the Committee reported

three loans from its connected organization: a January 5, 1988

3. Ms. Sorn claims that she did not believe that the loans
reported on the 1988 October Quarterly Report were permissible.
Her understanding, however, was not based on the fact that illegal
corporate contributions were involved, but rather on the belief
that the firm "had already ‘loaned’ the maximum allowed under FEC
rules.”




loan in the amount of $2,500; a February 8, 1988 loan in the

anmount of 3300} ind a February 24.:1§83,10an in the amoﬁnt’gfj}’}
$2,220. 6ﬁ 1£it190§ 0ctobef Quattitlykgepétg;.thc Committee
reported an Auéﬁlt 9, 1988 loan from its connected organizatldni
in the amount of $925. As the response of Joanne Sorn makes
clear, these loans were not used for the one legitimate purpose
allowed of transfers from a corporation to its separate
segregated fund, i.e., payment of the administrative costs of
the Committee. 1Instead, they were used directly by the
Committee to make contributions in the absence of sufficient
voluntary contributions. The other two affidavits submitted do
not dispute this. Accordingly, the making of these corporate
loans constituted a violation of 2 uU.S.C. § 441b(a). This
Office recommends that the Commission find that there is
probable cause to believe that Dover & Dixon, P.A. violated

2 U.S.C. § 441b(a) by making corporate contributions totalling
$5945.

III. GENERAL COUNSEL’S RECOMMENDATIONS

1. Find probable cause to believe that Dover & Dixon, P.A.
violated 2 U.S.C. § 441b(a).

Q(z/‘w //t%“///%

Date '[ awrence M. Noble
General Counsel

[




J. Cal McCastlain, Treasurer
Wallace, Dover & Dixon Political
Action Committee

3800 TCBY Tower Building

Little Rock, AR 72201

MUR 2978

Wallace, Dover & Dixon
Political Action Committee
and J. Cal McCastlain, as
treasurer

Dear Mr. McCastlain:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, and information
supplied by J. Cal McCastlain, Larry C. Wallace and Joanne Sorn,
on September 1, 1989, the Federal Election Commission found
reason to believe that the Wallace, Dover & Dixon Political
Action Committee ("Committee") and J. Cal McCastlain, as
treasurer, violated 2 U.S.C. § 441b(a), and instituted an
investigation in this matter.

After considering all the evidence available to the:
Commission, the Office of the General Counsel is prepared to
recommend that the Commission find probable cause to believe
that a violation of 2 U.S.C. § 441b(a) has occurred. In
addition, because the Office of the General Counsel has been
informed that the Committee’s connected organization is no
longer known as Wallace, Dover & Dixon, P.A., and because the
Committee has not changed its name, the Office of the General
Counsel is further prepared to recommend that the Commission
find probable cause to believe that a violation of 2 U.S.C.

§ 433(c) has occurred.

The Commission may or may not approve the General Counsel’s
recommendation. Submitted for your review is a brief stating
the position of the General Counsel on the legal and factual
issues of the case. Within 15 days of your receipt of this
notice, you may file with the Secretary of the Commission a
brief (ten copies if possible) stating your position on the
issues and replying to the brief of the General Counsel. (Three
copies of such brief should also be forwarded to the Office of
the General Counsel, if possible.) The General Counsel’s brief
and any brief which you may submit will be considered by the




Commigsion betore pto' | e&hc
probable cause to huiie o atian hal occurrcd.q

If you are uunble 114 rtcpanulvo brief withiu 15
days, you may submit a wri sn request for an extension of time.
All requests for extensions of time must be submitted in writing
five days prior to the due date, and good cause must be
demonstrated. In addition, the Office of the General Counsel
ordinarily will not give cxtenslons beyond 20 days.

A finding of probable cause to believe requires that the
Office of the General Counsel attempt for a period of not less
than 30, but not more than 90 days, to settle this matter
through a conciliation agreement.

Should you have any questions, please contact Tony Buckley,
the attorney assigned to this matter, at (202) 376-8200.

Lawrence M.
General Counsel

Enclosure
Brief




In the Matter of
Wallace, Dover & Dixon Politi¢u1 ’
Action Committee and J. Cal lbcu_ﬁ
as treasurer ‘ B
GENERAL COUNSEL’S BRIEF
I. STATENENT OF THE CASE |

The Wallace, Dover & Diion Political Action Committee (the

"Committee”) and J. Cal McCastlain, as treasurer, were referred
to the Office of the General Counsel by the Reports Analysis
Division ("RAD") for receiving loans from the Committee’s
connected organization, Wallace, Dover & Dixon, P.A. (the
"firm”), now Dover & Dixon, P.A.,l in violation of 2 U.S.C.

§ 441b(a). The Committee had reported the receipt of three
loans totalling $5,020 from the firm between January 5, 1988 and
February 24, 1988, and the receipt of yet another $925 loan from
the firm on August 9, 1988. The Committee also reported making
21 repayments to the firm between March 1, 1988 and April 20,
1989.

On September 1, 1989, the Commission found reason to
believe that the Committee violated 2 U.S.C. § 441b(a) by
accepting corporate contributions. This Office received the
responses to this finding on October 16, 1989, in which

Respondents requested that the Commission find that no violation

1. On April 2, 1990, this Office was informed that the firm of
Wallace, Dover & Dixon, P.A. has apparently been dissolved and
that all books and records of that corporation are now maintained
by Mr. Darrell Dover of the firm of Dover & Dixon, P.A. It thus
appears that Dover & Dixon, P.A. is the successor firm.




had occurred andfiﬁit-no'ia thar uctian ba tlkon againit thnn, ;

nespondents subnlttcd a!ftdavitt by Larry C. Wallace, naﬁnqi q‘
partner of the ti:n, and J. cnl nc&astlnin, 1n which th.,w,”.f'
contended that the into:n&tian eontaincd in the C omuittco'! -
reports, which served as the‘balisrfor the COnmission's £1ndinq
of reason to believe, was in error. Rgspbndgnés further
endeavored to relieve Mr. McCastlain of any liability by noting
that he was not treasurer when any of the violations occurred.
According to Mr. Wallace’s affidavit, the 1988 April and
October Quarterly Reports were in error to the extent they
indicated that the firm loaned funds to the Committee, and to
the extent they indicated that the Committee was repaying the
firm for any such loans. As Mr. Wallace explained, "[f)unds
contributed to the PAC and the subject of such reports actually
represent personal contributions to the PAC by the Shareholders
of the Firm," and the shareholders "funded their respective
contributions by receiving advances from the Firm." Further,
"filnstead of writing separate checks to each Shareholder, the
Firm merely acted as an agent for each Shareholder and forwarded
the Shareholders’ contributions to the PAC in lump sums. Those
contributions were intended to be actual contributions to the
PAC and not loans. Likewise, the PAC was not required, nor
expected, to repay those contributions." Finally, as regards
these transactions, Mr. Wallace stated that the "Shareholders
repaid their respective advances through subsequent payroll
deductions. The Shareholders have paid these amounts in full

from their personal funds."
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occurred, the Conniltion also authntized 1ntttmogatorios and
requests for p:oduetion of docu-nnts to be slnt to the firm, the
Committee, and JoaanVSotn,‘tho former treulugo:,of thq~
Commjittee.

A response was received £tdl Ms. Sorn on March 5, 1990.
She stated that "[loans] of $2,500, $300 and $2,200 from [House,
Wallace & Jewell, P.A.]2 to the Committee were made to fund the
Committee’s contributions to candidates from January, 1988 to
March, 1988. These (loans] were necessary because the Committee
checking account had insufficient funds for all desired
candidate contributions for the quarter." Ms. Sorn continued by
saying that the Committee account was normally funded through
payroll deductions, but that what had been received from payroll
deductions had been insufficient to cover the desired
contributions for that quarter. "The transfers/loans were to be
repaid through continued payroll deduction of the Committee
participants." Ms. Sorn stated further that the loan of $925
from the firm to the Committee which was reported on the 1988
October Quarterly Report was handled in a similar fashion, with
the Committee wanting to make contributions for which it had

inadequate funds. As a result, the firm again lent monies to

2. House, Wallace and Jewell, P.A. is the predecessor law firm to
Wallace, Dover & Dixon, P.A.




the Committee again ropaid tﬁoln Iauns th:ough -on:_

from shareholders by means of subloquont payroll daduct&HQQ;
A separate response was received from Mr. HcCaltlain on

March 27, 1990. He stated that he has no knowledge o! the

violations, as he was not involved with the CO-nittee at the

times they occurted.4

Mr. McCastlain also claims to:hgve
resigned as treasurer on February 3, 1990, but no aneﬁaed
Statement of Organization reflecting a change in the treasurer
has been received. No party has changed its original assertion

that no violation occurred and that the Commission should take

no further action.
II. ANALYSIS

Pursuant to 2 U.S.C. § 441b(a), it is unlawful for any
political committee to knowingly accept a contribution from a

corporation. 1Included within the definition of contributions

-
<r
o
o
<
O

are loans. 2 U.S.C. § 441b(b)(2). Pursuant to 2 U.S.C.

|

§ 441b(b)(2)(C), a corporation may legally participate in

9

financing federal political activity by setting up a separate

segregated fund and soliciting voluntary contributions to that

3. Ms. Sorn claims that she did not believe that the loans
reported on the 1988 October Quarterly Report were permissible.
Her understanding, however, was not based on the fact that illegal
corporate contributions were involved, but rather on the belief
that the firm "had already ‘loaned’ the maximum allowed under FEC

rules."

4. Mr. McCastlain’s assertions as to lack of culpability are
questionable since he signed the October 1988 Quarterly Report as
treasurer, and since Ms. Sorn states that she prepared that report
after being told by Mr. McCastlain that the loan reported therein
was legal.




S

D
<
o0
o
<
(D

fund. muu a comucnd crganlntion nay pay tho :ﬂunututivd :,f[__
costs of u:- upanto nqugated f.und, for such pdmnt to ‘be' |
legally suﬂicieut thn ccmucud organization mut. ‘either: pay
the expenses di:ectly or depcsit funds in an account scgregated 
from voluntary contributions received by the fund. See, e.g.,
MUR 1544.

Pursuant to 2 U.§.C. § 432(e)(5), the name of any separate
segregated fund must include the name of its connected
organization. Pursuant to 2 U.S.C. § 433(c), a change in
information previously submitted in a statement of organization
of a political committee, including the name of that committee,
must be submitted to the Commission no later than ten days after
the date of the change. ‘

On its 1988 April Quarterly Report, the Committee reported
three loans from its connected organization: a January 5, 1988
loan in the amount of $2,500; a February 8, 1988 loan in the
amount of $300; and a February 24, 1988 loan in the amount of
$2,220. On its 1988 October Quarterly Report, the Committee
reported an August 9, 1988 loan from its connected organization
in the amount of $925. As the response of Joanne Sorn makes
clear, these loans were not used for the one legitimate purpose
allowed of transfers from a corporation to its separate
segregated fund, i.e. payment of the administrative costs of
the Committee. Instead, they were used directly by the
Committee to make contributions in the absence of sufficient
voluntary contributions. The other two affidavits submitted do

not dispute this. Accordingly, the acceptance of these




corporate loans conltttutcd a vlolaeioa of 2 U.8.C. § 441b(a)

Additionally, the torunr nanaging pa:tner ot the firm has sh*tod}bgﬁ‘

that the firm of wnllacc. povor & Dixon, P.A. no longer exine; {}f"

and has been toplacpd.by novet & Dixon, P.A. No amendment to ;
the Committee’s ltitancnt of organization renaming the Committee
has been received by the Commission. This Office recommends
that the Commission find that there is probable cause to believe
that the wallace, Dover & Dixon Political Action Committee and
J. Cal McCastlain, as treasurer, violated 2 U.S.C. § 441b(a) by
accepting corporate contributions totalling $5,945, and violated
2 U.S.C. § 433(c) by failing to amend the statement of
organization to reflect a new name for the Committee.

III. GENERAL COUNSEL’S RECOMMENDATIONS

1l Find probable cause to believe that the Wallace, Dover &
Dixon Political Action Committee and J. Cal McCastlain, as
treasurer, violated 2 U.S.C. §§ 433(c) and 441b(a).

o 7

awrence M. Noble
eneral Counsel
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Mr. Lawrence M. Noble
General Counsel

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

Re: MUR 2978
Dover & Dixon, P.A.

Dear Mr. Noble:

I just received your letter dated August 2, 1990 regarding
your recommendation that the Pederal Election Commission find
probable cause that a violation of the Federal election laws has
occurred.

The information contained in the second paragraph of your
letter is incorrect. Although the law firm of Wallace, Dover &
Dixon, P.A. is in the process of liquidation, it has not been
dissolved and the books and records of that corporation are not
being maintained by the firm of Dover & Dixon, P.A. In fact, Dover
& Dixon, P.A. is a professional corporation which was formed on
February 1, 1990, and is only one of three law firms formed by
former shareholders of Wallace, Dover & Dixon, P.A.

Since this is the first information we have received regarding
this matter, we will need additional time to file a responsive
brief. Your letter indicated that the Office of General Counsel
would grant extensions of up to 20 days to file such a responsive
brief. We request the maximum extension, which we will need to
investigate the facts contained in your letter and attached brief.




Mr. Lawrence M. Noble
August 7, 1990
Page Two

Specifically, we will need copies of the three affidavits
mentioned in your letter which were supplied by J. Cal McCastlain,
Joanne Sorn and Larry C. Wallace. You also indicated that you had
received information on April 2, 1990 that Dover & Dixon, P.A. was
the successor law firm to Wallace, Dover & Dixon, P.A., which is
not correct. Please send me a copy of the information you obtained
on April 2, 1990 if it is in writing, and if it is not in writing
please send me a letter detailing how the information was received
and the substance of any telephone conversations.

I will look forward to your response.

Sincerely,

DO DIXON,

fotl ().

Darrell D. Dover

cc: Mr. Tony Buckley




3. cal McCastlain
. 5820 Hawthorne Road
Little Rock, Arkansas 72207

August 10, 1990

Mr. Lawrence M. Noble
General Counsel
Federal Election Commission

Washington, D.C. 20463

RE: MUR 2978, Wallace, Dover & Dixon Political Action
Committee and J. Cal McCastlain as Treasurer

Dear Mr. Noble:

I am in receipt of your letter of August 2, 1990 regarding the
above-described matter. I am hereby requesting the maximum
extension of time allowed for responding to your letter. Also, I
request the opportunity to review any and all information you have
regarding this matter. Please forward to me at the above address
any and all information regarding this matter, including, but not
limited to, any information submitted by Larry C. Wallace and

Joanne Sorn.
I look forward to your response.

Sincerely,
/K/MA%\

J. Cal McCastlain

JCM/vdv
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Lois G. Lerner--ih
Associate Gene.-

MUR 2978
Dover & Dixon, P.A. AT

Wallace, Dover & Dixon Political Action
Committee and J. Cal McCastlain, as treasurer
Requests for Discovery Materials aud
Extensions of Time

' supJEcT:

I. BACKGROUND
On August 2, 1990, this Office mailed the General Counsel’s
Brief and letter to Darrell Dover, Esq., a named partner of
Respondent Dover & Dixon, P.A. The Commission had originally
found reason to believe against Wallace, Dover & Dixon, P.A.,
but substituted Dover & Dixon, P.A as the corporate respondent
when the Commission was informed that Wallace, Dover & Dixon,
P.A. had been dissolved and that its books and records were
being maintained by the firm of Dover & Dixon, P.A. The letter
and brief informed Mr. Dover that this Office is prepared to
recommend the Commission find probable cause to believe that
Respondent violated 2 U.S.C. § 441b(a). On Augqust 8, 1990, this
Office received a letter from Mr. Dover on behalf of Respondent.

9

Also on August 2, 1990, this Office mailed the General
Counsel’s Brief and letter to J. Cal McCastlain, treasurer of
Respondent Wallace, Dover & Dixon, P.A. A letter was received
in this Office from Mr. McCastlain on August 13, 1990.

I1. ANALYSIS

In his letter, Mr. Dover disputes that Respondent Dover &
Dixon, P.A. is the successor firm to Wallace, Dover and Dixon,
P.A. and that the books and records of Wallace, Dover and Dixon,
P.A. are being maintained by this Respondent. 1In this regard,
Mr. Dover requests (1) that this Respondent be sent copies of




certain discovery materials genqrgiidfin thiétmatéct
the relationship between these two law firms, and (2
Respondent be given an extension of time of 20 day:!

receipt of those materials to respond to the General

Brief. This Office has identified the following docum

responsive to Mr. Dover’s request: the letter and acc )
affidavit submitted on October 13, 1989 by Larry C. Walla the
letter and accompanying affidavits submitted on October 13, 1989
by J. Cal McCastlain; the interrogatory responses of J. Cal i
McCastlain and Joanne Sorn; and the March 27, 1990 letter of

Larry C. Wallace. These documents are attached hereto.

Attachment 3.

Mr. McCastlain has requested (1) the opportunity to review
any and all information regarding this matter, and (2) an
extension of time of the maximum amount to respond to the
General Counsel’s Brief.

In S.E.C. v. O’'Brien, 467 U.S. 735 (1984), the Supreme
Court determined that an administrative agency is not required
to inform the target of an investigation of actions takenh in
furtherance of that investigation. Broadly read, O’Brien would
seem to support the notion that the Commission is not obligated .
to provide Respondent with the requested documentation.

Although neither Respondent appears to be legally entitled
to the requested information, this Office believes that the
request of Respondent Dover & Dixon, P.A. should nevertheless be
granted. Since, in our view, the two law firms are one and the
same, Dover & Dixon, P.A. should be provided the documents
previously submitted on behalf of Wallace, Dover & Dixon, P.A.
as a matter of fairness. Additionally, for this Respondent to
have a proper understanding of this matter, this Office believes
that the other materials requested, namely the interrogatory
responses of J. Cal McCastlain and Joanne Sorn and the
subsequent letter of Larry C. Wallace, should also be provided.
At a minimum, providing these materials will enable Dover &
Dixon, P.A. to clarify the relationship between the two firms,
if any. However, the Wallace, Dover & Dixon Political Action
Committee and J. Cal McCastlain, as treasurer, have not
demonstrated any special circumstances which justify the release
of investigatory materials to them. Accordingly, this Office
believes that their request should be denied.

Both Respondents will understandably require additional
time to construct their responses in light of the Commission’s
action. Accordingly, this Office further recommends that the




a1l n;pondmtl extens ‘dmi
i t‘of tho conuisuion'u

;Aathoriae the ottice of tho Guna:al Counsei to providc tho
thucstcd uaterial to Dover & Dixon, P.A.,

Deny the discovory request of a. Cal ncCastlain.

Grant an extension of 20 days from Respondents’ receipts of
the Commission’s notification letters.

Approve the appropriate letters.

Attachments
1. August 7, 1990 letter
2. August 10, 1990 letter
3. Documents requested by
bover & Dixon, P.A.

Staff assigned: Tony Buckley




DOVCf & Dixon, P.A.; Wallace, Dover )  MUR 2978
& Dixon Political Action Committee ; :
and J. Cal NcCastlain, as treasurer.

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on August 31, 1990, the
Commission decided by a vote of 5-0 to take the following
actions in MUR 2978:

1. Authorize the Office of the General

Counsel to provide the requested

material to Dover & Dixon, P.A.

Deny the discovery request of
J. Cal McCastlain.

Grant an extension of 20 days from

Respondents’ receipts of the
commission’s notification letters.

(continued)




redtrnl tlectton cunlllsion~
Certification for MUR 2918
August 31, 1990 oy

4. Approve the appropriate letters, as
recommended in the General Counsel'’s
nemorandum dated August 28, 1990.
Commissioners Elliott, Josefiak, McDonald, McGarry, and
Thomas voted affirmatively for the decision; Commissioner
Aikens did not cast a vote.

Attest:

F-3/-90 W/

orie W. Bn-ons

Date Ma
Secretiary of the Commission

Received in the Secretariat: Wed., August 29, 1990 11:14 a.m.
Circulated to the Commission: Wed., August 29, 1990 4:00 p.m.
Deadline for vote: Fri., August 31, 1990 4:00 p.m.

dr




September 11, 1990

3. Cal McCastlain, Esq.
$820 Hawthorne Road
Little Rock, Arkansas 72207

RE: MUR 2978
Wallace, Dover & Dixon
Political Action Committee
and J. Cal McCastlain, as
treasurer

Dear Mr. McCastlain:

This is in response to your letter dated August 10, 1990,
which we received on August 13, 1990, requesting an extension
of time in which to respond to the General Counsel’s Brief
recommending that the Pederal Election Commission find probable
cause to believe that the Wallace, Dover & Dixon Political
Action Committee and you, as treasurer, violated 2 U.S.C.

§ 441b(a), and further requesting certain materials from the
Commission’s investigatory files. After considering the
circumstances presented in your letter, the Commission

has rejected your request for discovery materials, but has
granted the requested extension. Accordingly, your response is
due 20 days from your receipt of this letter.

If you have any questions, please contact Tony Buckley, the
attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

-

Lois G. ‘Lerner
Associate General Counsel




INCOMMISSION

September 11, 1990

Darrell D. Dover, Bsqg.

425 west Capitol

Suite 3700

Little Rock, Arkansas 72201

RE: MUR 2978
Dover & Dixon, P.A.

Dear Mr. Dover:

This is in response to your letter dated August 7, 1990,
which we received on August 8, 1990, requesting an extension of
20 days to respond to the General Counsel’s Brief recommending
that the Federal Election Commission find probable cause to
believe that Dover & Dixon, P.A. violated 2 U.S.C. § 441b(a),
and further requesting certain materials from the Commission’s
investigatory files. After considering the circumstances
presented in your letter, the Commission has granted the
request for documents. The Commission has identified the
following documents as responsive to your request: letter and
accompanying affidavit submitted on October 13, 1989 by Larry C.
Wallace; letter and accompanying affidavits submitted on
October 13, 1989 by J. Cal McCastlain; letter and interrogatory
responses submitted on March 2, 1990 by Joanne Sorn; letter and
interrogatory responses submitted on March 23, 1990 by J. Cal
McCastlain; and the March 27, 1990 letter of Larry C. Wallace.

Likewise, the Commission has granted your request for an
extension of time in which to respond. Accordingly, your
response is due 20 days from your receipt of this letter.

If you have any questions, please contact Tony Buckley, the
attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

SO

Lois G. Lerner
Associate General Counsel

Enclosures
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Secretary

Federal Election Commission
999 *E*" Street, N.W.
Washington, D.C. 20463
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Re MUR 2978
Dover & Dixon, P.A.

Dear Sir or Madame:

Please find enclosed an original and ten copies of a Reply
Brief on behalf of Dover & Dixon, P.A. in the above matter.

By copy of this letter, we are also sending three copies of
the enclosed Reply Brief to the Office of the General Counsel, as
requested by the General Counsel’s letter dated August 2, 1990
addressed to Mr. Darrell Dover.

Please contact me if anything further is needed at this time.

Sincerely,

DOVER & DIXON, P.A.

John B. Peace

JBP/mke
Enclosures
cc: Mr. Darrell Dover

Mr. Tony Buckley V/
Office of the General Counsel

G3AI1323Y




EDERAL ELECTION COMMISSION

IN THE MATTER OF 5, 2
DOVER & DIXON, P.A. ) _ NUR 2978

BEPLY BRIEF OF DOVER & DIXOM, P.A.

I. STATEMENT OP THE CASE

Neither Dover & Dixon, P.A. (hereinafter referred to as the
*Respondent”, nor any of its directors, shareholders or officers,
has any firsthand knowledge regarding the facts contained in the
General Counsel’s Brief. Accordingly, the Respondent will not
attempt to respond to any of the statements alleged by the General
Counsel regarding violations allegedly committed by the Wallace,
Dover & Dixon Political Action Committee (the "Committee“). The
purpose for £filing this reply brief is simply to 1lodge our
objection to the Respondent being substituted as the corxporate
respondent in place of Wallace, Dover & Dixon, P.A.

The Respondent was incorporated in Arkansas on February 1,
1990. Attached hereto and labeled Exhibit A, is a copy of the
Certificate of ;ncorporation. Also attached hereto as Exhibit B
is a Certificate of Good Standing from the Arkansas Secretary of
State noting that Wallace, Dover & Dixon, P.A. is a valid
corporation and presently in good standing in the State of

Arkansas.




There is no bn-is 1n fact ﬁor thc allcqation, that tho :
Respondent is a 'lucco-lor‘ to Whllqoa. Dover & Dixon, P.A. !ﬁiag”
only conceivable picco of evidence 1u.th- latotialc supplied by tho@f“
General Counsel is a letter dated ﬂizch 27, 1990 from Larry C.
Wallace to Ms. Lois G. Lerner, which -tatod ‘that all books and
records of Wallace, Dover & Dixon, P.A. were being maintained by

Mr. Darrell Dover of the firm of Dover & Dixon, P.A. While that

statement in itself is not correct, even if it was accurate it

would not be sufficient to sustain an argument that the Respondent

is a "successor® to Wallace, Dover & Dixon, P.A.

9

On January 31, 1990, the Board of Directors and the

2

Shareholders of Wallace, Dover & Dixon, P.A., voted to have the

l

corporation cease the active practice of law as of the close of

business on January 31, 1990, and to continue as an entity for the

sole purpose of liquidating assets, paying debts, and doing such

other acts and things as necessary in accordance with the Arkansas

4 03 429

Since January

Corporate Code. The corporation was not dissolved.

U

31, 1990, the corporation has in fact been liquidating its assets

and applying the proceeds to the payment of various debts of the

corporation. A three person committee consisting of Darrell Dover,

Dean Overstreet and Charles Reynolds was named to supervise the

orderly liquidation of assets and payment of debts.

former

Subsequent to January 31, 1990, several of the

shareholders of Wallace, Dover & Dixon, P.A. established new and

distinct law practices.

Three of the larger groups establishing

such practices were the Respondent (having nine shareholders which
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were formerly lharnholdotu ot Hauaec.
Wallace & CIayton, P. l. and Cross & Guntor, P,l., None of these new
law firms is a “successor®” to Wallace, Dover & Dixom, P.A.

On July 30, 1990, the liquidating agont.' for lulhoo, Dovq‘g
& Dixon, P.A. filed FEC Form 3X with the Federal Election
Commission, noting that the Committee had cash on hand of
approximately §3,600. The Federal Election Commission was notified
that the residual funds of the Committee would be paid to Wallace,
Dover & Dixon, P.A. as the sponsoring employer of the Committes.
Subsequent to filing that report, the Respondent received the
general counsel’s letter dated August 2, 1990 and attached brief.
In light of that development, the Respondent understands that the
liquidating agents have decided to refrain from disbursing any
funds of the Committee pending a resolution of this matter. 1If a
fine is to be levied, it should be levied against the Committee or
against Wallace, Dover & Dixon, P.A., but not against the

Respondent.

ANALYSIS

The General Counsel correctly states that, under 2 U.S.C.
§441b(a), it is unlawful for any corporation to make a contribution
in connection with a federal election. However, the General
Counsel clearly states that it was Wallace, Dover & Dixon, P.A.

which made such payments to the Committee, and not the Respondent.




S8ince the Ruponﬂuu was not ovou»» in o:ut:-nm wh.n tho all.w.d;;i'._{
payments oeournd. 11: camt possibly h- 11&1. toz thou

transactions.

IIX. REQUESTED ACTION
1. Dover & Dixon, P.A. should be dismissed as a respondent

in this matter.
2. Wallace, Dover & Dixon, P.A. should be named as the proper
connected organization to the Wallace, Dover & Dixon Political

Action Committee.

DATE: ?’/j 2 /fs
7RI

ver & Dixon, P.A.
425 W. Capitol, Suite 3700
Little Rock, AR 72201
(501) 375-9151
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DOVER & ;¥;on P.A. ‘

The undorlign.d nntutnl pntlon of the age ct tuunty‘ f'=
years or more, in order to form a corporation for tho 'pntponai" "
ho:oinaftor stated, under and pursuaant to the.A:kaunas Qmoto-iional “
Corporation Act and the Arkansas Business Corporation Act, hereby
certifies as follows:

1. The name of the corporation is Dover & Dixon, P.A.

2. The” nature of the business of the corporation and the
objects or purposes to be ;ransacted, promoted or carried on by it,
are as follows:

(a) To own, operate, and maintain an establishment for the

rendering of legal services;

To conduct any other business enterprise not contrary to
law;

To buy, sell, lease, use, develop, mortgage, improve and
otherwise deal in and dispose of all types of real or
personal property in connection with the conduct of
business enterprise carried on by the corporation; and
To exercise all of the powers enumerated in the Arkansas
Professional Corporation Act and the Arkansas Business
Corporation Act.

3. The period of existence of this corporation shall be
perpetual.

4. The registered office of this corporation shall be

located at 425 West Capitol, Suite 3800, Little Rock, Arkansas




92201 ana thg ‘name e rey: £ thi co:ponuon

apital stock of this
corporation is 10.000 . are wlth bl.od-‘pa: value

6. The nuubor of oimtonpmututmq the initial Board
of Directoxs shall be one. : |

7. AL sh‘aroboldqr:.~ shall ho c‘ptltl.od to cumulate their
votes for Directdrs. | ‘

8. Thevcorporation.olccts to have preemptive rights.

9. The President and Secretary of the corporation shall have
the ahthority on behalf of the corporation to enter into any
contract between the corporation and all of its shareholders (a)
vivos, by inheritance or testamentary gift), hypothecation or other
disposition of its shares; (b) granting purchase options to the
corporation or its shareholders with respect to its shares; or (c)
requiring the corporation or its shareholders to purchase such
shares upon stated contingencies.

10. No contract entered into by this corporation shall be
invalid or unenforceable because of the interest of any Director
in the contract, gither directly or indirectly.

11. To the f?llest extent permitted by the Arkansas Business
Corporation Act as it now exists or may hereafter be amended, a
Director of this corporation shall not be liable to the corporation
or its shareholders for monetary damages for breach of fiduciary

duty as a Director.

firm.ksm




ndénﬁify4anyfporion.who was, ¢:I£9d1 [
, '§§ made a party to any threaten%d;f'
»igﬁ_ih; 5u;t or proceeding to the tullo:t 
itted b : -lmjﬁnj;b huciness Corporation Act as it now.
exists or'i‘f?ﬁii@ﬁ:g;&;ﬁbfhnondUG.
13. fﬁﬁfﬁi@;ﬁiné;pqut office address of the incorporator is
as followii "‘ 

Darrell D. Dover 425 West Capitol, Suite 3800
- Little Rock, Arkansas 72201

l4. All of the oftiéers, directors and shareholders of this
corporation shall at all times be persons licensed to practice law

in the State of Arkansas.

SIGNED this [‘——“ day of ?p&w—, , 1990.

&ty 1 D
Darrell D. Dover
Incorporator

firm.ksm




STATE QF Amnsas i
: v) ll.q'

COUNTY GEFﬁLhSXI

on this d&y before me, the undi _officer, personally

appeared Darrell D. Dover, to me personally well known to be the
person whose name is subscribed to the f _‘hyaiaatrunent, and
acknowledged that he had executed the same for tho consideration

and purposes thezoin contain.d.
WITNESS -y hand and official seal this ! day of _li;li;__.

1990.

srian> Cades

Nota Public

Y

-.«_!

My Connission Expires:

1/17/92

firm.ksm




CERTIFICATE OF GOOD STANDING
OF A
DOMESTIC CORPORATION

I, Bill McCuen, Secretary of State of the State of Arkansas, and as such, keeper of the
records of domestic and foreign corporations, do hercby certify that the records of this
office show:

WALLACE DOVER & DIXON, P.A.

a corporation chartered under the laws of the State of ARKANSAS
filed Articles of Incorporation ___ AUGUST 29, 1980

I further certify that as far as the records show, this corporation is at this time char-
tered and in good standing, having met all the requirements governing a domestic cor-
poration in this State.

In Testimony Whereof, I have hereunto set my hand and official seal, on this, the
26TH day of SEPTEMBER .19 90

W. J. "BILL" MCCUEN
. W BT MceCuen, Secretary of State
L4

Corporations Division

C-2/Rev 10-1-88
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J. Cal McCastlain SR A
‘24th Floor °90CT -3 MW:20
"First Commercial Building |
Little Rock, Arkansas 72201

October 2, 1990 HANB @EHVEREB

vitidds

4

Mr. Anthony Buckley

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

49 30

g;ll]

Q3133

Re: Wallace, Dover & Dixon Political Action Committee, an¥
J.Cal McCastlain, as Treasurer; No. MUR 2978 »N

NOISSIWIOI NOILD

V3SHNUY ivd 3k

Dear Mr. Buckley:

Attached hereto is my response to the General Counsel's brief
submitted to the Federal Election Commission. Please let me know
if you need any additional information.

Sincerely,

74‘:’/7'7%

J. Cal MccCastlain

JCM/ad
enclosure




BEFORR THE FEDERAL ELECTION COMMISSION

IN THE MATTER OF
WALLACE, DOVER & DIXON

POLITICAL ACTION COMMITTEE, and
J.CAL MCCASTLAIN, as Treasurer

RESPONSE OF J., CAL MCCASTLAIN

I, J. Cal McCastlain, do hereby swear and affirm that the
following facts are true and correct to the best of my belief and
knowledge:

FACTS

Tis The office of General Counsel ("General Counsel") for the
Federal Election Commission ("Commission") has informed me that it
has recommended that the Commission find probable cause to believe
that I, as former Treasurer of the Wallace, Dover & Dixon Political
Action Committee ("PAC"), have violated 2 U.S.C. §§433(c) and
441b(a). (See Exhibit 1.) I vehemently deny that I have violated
any provision of the United States Code, and in particular, I have
not violated any provisions of the Federal Election Laws or
Regulations thereto.

2. The General Counsel asserts that the PAC received illegal
loans from Wallace, Dover & Dixon, P.A. ("Firm"), the PAC's
connected organization. The General Counsel asserts that these
loans occurred between January 5, 1988 and February 24, 1988, and
that another loan occurred on August 9, 1988.

3. As I stated in my Affidavit of October 11, 1989, and in

my response to interrogatories dated March 23, 1990, I did not




begin working with the Firm until July 18, 1988. Prior to that I
vas on active duty with the United States Army in Alexandria,
Virginia. But for the fact I accuﬁul_ated enough leave time, I would

not have started with the Firﬁ‘ until late August, 1988. (See
Exhibits 2, 3, 4, and 5.)

4. Oon October 14, 1988, Larry C. Wallace, the Firm's
managing partner, appointed me as Treasurer for the PAC. (See
Exhibits 5, 6, 7, and 8.) Prior to such appointment, I did not
participate in or have any knowledge of any of the business affairs
of the PAC. My signing of the Federal Election Commission
Quarterly Report (FEC Form 3X) of October 15, 1988 for the PAC on
October 14, 1988 was my first act as Treasurer for the PAC. The
Report was accompanied by a Statement of Reorganization dated
October 15, 1988, further indicating that it was not until such
date that I became Treasurer. (See Exhibit 9.)

5. My first knowledge that the PAC even existed came when I
was informed that I was going to be appointed as its Treasurer.
The previous Treasurer, Joanne Sorn, came to my office on or about
October 13, 1988 and informed me that I was to be appointed
Treasurer of the PAC. In doing so, she gave me a few booklets with
information on FEC Rules and Regulations. She informed me that she
was preparing a Quarterly Report that the PAC would have to issue
the next day, and that she would explain the items in the Report.
I then went to confirm this matter with Larry C. Wallace, the
Firm's managing partner. Mr. Wallace confirmed that I would be the

newly appointed Treasurer for the PAC. He indicated he preferred




to have an attormy as 'rrusm:-or";,f, But ho turt:hcr 1ndicated kthlw:
all the rqports wbuld be coupilid by tho firm's accounting
department, and in particnlarly by Jom'mc Sorn. He did not mention

any disputed issues or otherwise 1nnicato that any PAC mattordfﬁ

needed review.

6. Soon thereafter I received a phone call from Ms. Sorn.
She asked the generic question of whether repayments by a political
action committee on its outstandihg loan from a lender counted
against the total amount such lender could loan the political
action committee. She did not indicate whether she was concerned
about past or future loans. She did not express any concern about
what constituted a proper lender or any other issues, and she did
not give me any facts. This is further corroborated by Ms. Sorn's
testimony where she expresses concern only for loan limits. (See
Exhibit 10, Interrogatories 3 and 5.) Using information Ms. Sorn
had recently provided, I made the limited determination that
repayments of a political action committee loan would not count
against that 1lender's 1loan 1limit to that political action
committee. I provided this information to Ms. Sorn. But I did not
review any PAC transactions with her, or anyone else, and I was not
involved in any discussions as to whether or how this information
might apply to the PAC.

7. The generic loan limit question was the only inquiry of
any kind I ever received regarding election issues. I never
advised Ms. Sorn on any matters regarding the PAC. I never opined

on the propriety of any matters regarding the PAC. Further, Ms.




Sorn never lougm: w adv:lac; sho novor roqnoltod ny rav:lcw, :

opinion, to any degree on any matter or transacticm rcqardinq th

PAC; and she never expressed any raaarvgtipm of any kind about gr;y '
matters or transactions regarding the PAC. She simply informed me -
of my appointment and presented the information in the October 19 88 |
Report.

8. Further, I did not participate in any manner in any
meeting, discussion, or conversation with or among Joanne Sorn,
Larry C. Wallace, and/or anyone else, regarding the PAC. Moreover,
except for allegations made by Ms. Sorn in her response of March 5,
1990, I am not aware that such a meeting ever took place. If Ms.
Sorn did have such a meeting with anyone, I question whether it
occurred before or after the occurrence of the transactions in
issue. Ms. Sorn never indicated to me that she had refused to sign
the reports for any reason. She never indicated to me that she had
any reservations whatsoever about signing the reports. She
indicated that I was to be appointed Treasurer simply because I was
the newest associate with the Firm. Ms. Sorn's allegations
implicating me in this matter are blatant lies.

9. Ms. Sorn was a staff employee of the firm and surely has
a right to defend herself in this matter. But she has no reason to
implicate me. I simply was not involved in any of the matters in
issue. Her accusations against me, and her failure to advise me of
the alleged meetings on these issues are most distasteful. If such

meetings or discussions did occur, then Mr. Wallace's failure to




inform me is equally distasteful. In the very least, Ms. sorn is :

grossly mistaken in her allagat:lonl aqa:l.nlt me. .

10. Information included in the rod-ral Election Commission
Quarterly Report of October 15, 1988 hy'tha PAC represents. ny.
interpretation of information regarding Qvonts that occurred prior
to my appointment as Treasurer. The ihformation regarding these
events was compiled prior to my appointment as Treasurer. The
information contained in the Quarterly Report of October, 1988 was
already entered into the Report Form when the Form was presented to
me by Ms. Sorn. Ms. Sorn herself corroborates the fact that she
prepared the report that I signed. (See Exhibit 10,
Interrogatories 3 and 5.)

11. Ms. Sorn reviewed the information in October, 1988 Report
with me and represented it to be an accurate representation of the
facts. She matter of factly explained that the PAC had borrowed
from the Firm during the earlier part of 1988 and that it was then
utilizing payroll deductions to repay the Firm. She made no
mention of any reservations on her part, or otherwise indicate that
these transactions might be improper. The information contained in
the October, 1988 Report was consistent with both (1) the type of
transactions reported in the April, 1988 Quarterly Report and (2)
the facts presented by Ms. Sorn. Given the representations by Ms.
Sorn and the consistency between the reports, it appeared that the
information presented in the October, 1988 Report accurately
represented the manner in which the various transactions occurred

during the quarter ending September 30, 1988.




12. Purther, nu.w;ur : mua« m he 288
manager, Steve Anlurl, oxprnlnd my concnrn or morvatianl about !

information in the Octobar, 1988 Report. I was never adviud that ‘
there had been any ‘discussions or concern xngaming the propriety
of the transactions now in issue.

13. I had no election law experience prior to my appointment
as Treasurer. Given the representations of Mr. Wallace and Ms.
Sorn, and the apparent course of conduct reported in these matters,
I had every reason to believe that the transactions in the April,
1988 Report and October, 1988 Report were proper. Inasmuch as
transactions in issue occurred prior to my appointment as
Treasurer, I was never confronted with how to insure that PAC had
adequate funds, or the need to opine on loan transactions. My
first awareness of any question regarding PAC transactions came
through letters of April 5, 1989 from Mr. Todd S. Hageman of the
Reports Analysis Division. (See Exhibit 11.) You will note that
his letters were addressed to Joanne Sorn, who was Treasurer during
the period in which the transactions in issue took place, but she
no longer worked for the Firm.

14. In response to Mr. Hageman's letters, I attempted to
clarify this matter. Since I was an associate attorney, I did not
know whether the Firm's shareholders had discussed how the PAC was
funded. Mr. Wallace indicated that the transactions in issue were
never intended to be loans from the Firm. But all the information
I could obtain from the Firm's accounting department treated the

transactions as loans. Further, I was unable to determine whether




any Fira rocofddﬂihdovt_htiﬁn56§itﬁi . intentions rtéatﬁl

these transactions. It still ”“;f‘7 E to me that th.l.; 
transactions were in fact loans, and I could not substantiate any'
allowable exceptions for which the leun: could be upheld. Due to
my inability to find supporting inforuation to uphold the loans, I
concurred with the Commission's suqyostion that amounts appearing
as loans from the Firm should be repaid to the Firm. I confirmed
the repayment in a letter of April 20, 1989. I further clarified
the repayment process in my letter of June 2, 1989. (See Exhibits
12 and 13.)

15. I responded to all correspondence from the Commission
promptly and in cooperative fashion. Further, inasmuch as I could
not find favorable information, I directed repayment of what
appeared to be outstanding balances of the transactions in issue.
Such repayment was consistent with Mr. Hageman's recommendations,
as well as the directives found at 11 CFR 103.

16. In its brief to the Commission at page 2, the General
Counsel indicates that I joined Larry C. Wallace in contending that
information contained in the PAC's reports was an error. The
General Counsel is not correct in this assertion. Larry C. Wallace
takes issue with the PAC's reports. All of my responses in this
matter have mentioned only my role as Treasurer and items about
which I have direct knowledge. Inasmuch as the transactions in
issue occurred prior to my being appointed Treasurer, I have
clarified that I have no knowledge whatsoever about the Firm's

intentions, or the extent to which the reports in issue do not




represent th@;rirh!- intentions. I ﬁiﬁn:;ﬁrﬁh.f clarified tﬁgtﬁ

Octoher,vlsba‘aoport reflects my unﬁ.tlﬁahding of what occurr:

I stand by my understanding of how prior transactions appdarﬁﬁgﬂ]
But I -aki no representations regarding the Firm's intentiong&i@i
this matter. g

17. Mr. Wallace and I do join in asserting the fact that I
was appointed Treasurer well after the transactions in issue
occurred, and that submitting the October, 1988 Report was my first
act as Treasurer. He also corroborates my lack of participation in
the administration of the PAC and the Firm.

18. The law firm of Wallace, Dover & Dixon, P.A. ceased its
law practice during the final days of January 1990. To the extent
it was necessary, I submitted my formal resignation as Treasurer of
the PAC effective February 1, 1990. (See Exhibit 14.) Liquidating
agents for the Firm have since filed the PAC's Termination Report
with the Commission, which also indicates that I am no 1longer
Treasurer. (See Exhibit 15.) After the Firm ceased doing
business, I continued to work with some of the former members of
the Firm. But on March 26, 1990 I began working with a law firm
separate and apart from Wallace, Dover & Dixon, P.A. and any of its
former members. This was a personal career choice I made freely.

19. During the period in which I was the appointed Treasurer,
to the best of my knowledge, the PAC did not conduct any activity.
Since the PAC was controlled by shareholders of the Firm, I concede
the fact that there may have been some activity without my

knowledge. All that was required of me was to submit the reports




to thoemiu:lon A copy of thc om; ’ - i
report "'r havé. xnports nuhsoquont 'I:.o 'um. should rezé ite
repayment of the transactions in i“uo. amor , to the best of ny
knowledge, the PAC did not receive any contributions or loans, ,m‘ :
it did not make any contributions to candidates while I vas
Treasurer.

20. Given the representations of Mr. Wallace and Ms. Sorn and

information in previously prepared r.pott., I had no reason to

review actions taken prior to my appointment. Thus, it was not
until Mr. Hageman's letters of April 5, 1989 that I had any reason
to be concerned about PAC transactions. Upon realizing that there
were questions regarding some of the transactions, I promptly
attempted to resolve this matter.
ARGUMENT
Lack of Culpability. The General Counsel asserts that I

personally have violated the United States Code. A review of the
facts shows that this allegation is completely unfounded. The
facts conclusively show that all of the transactions in issue
occurred prior to my being appointed Treasurer of the PAC.
Further, all but one of the transactions occurred before I was even
employed by the Firm. The transaction of August, 1988 occurred
well before I was even aware that the PAC existed.

As for the information submitted in the October, 1988 Report,
which I signed, I again assert that the information contained
therein was consistent with the information presented to me by

Joanne Sorn regarding the transactions of that quarter. Further,




i E th o ub:c_cunlist-nt with roports nd
explanationb of transactions»that oecurrnd in the first quartor 1
1988, and which vere r.porud 1n tho Apt:l.l, 1988 Quarterly chort.

Upon Ms. Sorn's prosentagion of this information, I was'-
compelled to execute the reports according to my understanding of
what had transpired. Further, these events had in fact occurred

prior to my appointment as Treasurer. I could not do anything to

change the nature of those transactions, whatever they may have
been. The only choices I had were 1) report my understanding of
the facts, or 2) submit a report that was contrary to my
understanding of the facts. I signed a report that reflected facts
as I understood them. Any representations other than those
contained in the report would have been a misrepresentation of my
understandings.

Obviously, there appears to be a difference of opinion as to
what did transpire, or what was supposed to have transpired.
Unfortunately, I cannot offer direct testimony on this matter. I
can only attest that the report I executed on October 14, 1988
accurately reflected my understanding of what had already
transpired. Again, I had no role whatsoever in any of these
transactions.

Throughout this matter, I have responded promptly and
cooperated fully with the Commission. Further, all of my actions
have been consistent with the responsibilities of a Treasurer
promulgated in 11 CFR 103. Upon learning there was an issue, I

immediately attempted to clarify the matter. When I could not find

10




clarifying 1ﬁt§riitﬁ6ﬂVIff,jf7'” _'.m. th;&fﬁhﬁi”iﬁ«iqaﬁélﬁbt&,

repaiad. e i
s _is not a P \ i In addition to
finding that i‘havgdbliyud no role in the violation of any Federal
Election Laws, fhi‘eauniklion should further find that I am not a
proper respondent 1n fhis matter. Likewise, I should be removed
from this matter, and I should not be named in any way in the
formal resolution of this matter.

I understand that I am named as a respondent herein as a
matter of Commission policy. I understand the premise and wisdom
of this policy. However, as with any wise policy, it must provide
flexibility for instances where it is determined that facts do not
warrant the application of such policy. For instance, the policy
herein should provide flexibility when it is determined that (1)
the policy would cause an improper respondent to be named, (2) a
more appropriate respondent could be named, or (3) the policy
would cause an injustice.

In this regard, it is clear that I am not a proper respondent
because (1) I was not involved in the PAC during the time in which
the transactions in issue occurred, (2) I have no direct knowledge
of those matters, (3) I am no longer Treasurer, (4) I am no
longer associated with the PAC in any way, (5) I was never a
principal in the Firm, and (6) while serving as Treasurer, all my
actions were proper. The transactions, and the dates thereof, are
readily identified, as are the persons directly involved.

Moreover, a great injustice is occurring by including me in this

11




matter. The facts clearly show that I am being accused o
violating the United States Code in rcgar‘dlj:tb "--ﬁr.ah'lactionn thn {PAC’! A

exacuted well before I was ever almiétod with tho PAC. Naming me

as a culprit defies all the substantiated facts in this matter.

Surely the Commission does not seek a result or intend to
Create an environment that encourages current or replacement
Treasurers to rearrange or distort the facts of prior events so as
to avoid suspicious reports. That will surely be the result if the
Commission holds current Treasurers responsible for the acts of
others simply because the current Treasurer is the current
individual of record. Why would any responsible person assume the
role of Treasurer if they are subject to being found culpable for
the acts of others? I take very seriously the certification
language in the FEC Form 3X whereby the Treasurer certifies that
the report is true, correct and complete to the best of mnmy
knowledge. Yet, I am being punished for taking the only correct
action available to me.

The Commission is not justified in finding me responsible for
acts that were clearly the acts of others. The injustice is
furthered by the fact that I was not associated with the matter
herein. The Commission is not justified in continuing to name me,
in any form or fashion, to a proceeding in which I have no
involvement. The injustice is again furthered after it is made
clear that matters in issue occurred prior to my involvement with
the PAC, and these proceedings continue to name me long after I

terminated my association with the PAC.

12




ssion deterninc that I havc m
‘ the Federal Election Laws and
'I fthrther recommend that the cwiu,{on

dotmim t'lut I u not a proper respondent herein, that it remove

ne from this ;latt-;'.. and that it make no mention of or reference to
me in any form 1ni7tl;. ity'l.i and disposition of this and related

matters.

J. CAL MCCASTLAIN

STATE OF ARKANSAS
COUNTY OF PULASKI

UBSCRIBED 2§E SWORN to before me, a Notary Public, this

Vi Mischmsars

NOTARY PUBLIC

MY CQMMISSION EXPIRES:
?-/18-8000




ECTION COMMISSION

August 2,'19&0 Hﬁ

J. Cal McCastlain, Treasurer
Wallace, Dover & Dixon Political
Action Committee

3800 TCBY Tower Building

Little Rock, AR 72201

MUR 2978

Wallace, Dover & Dixon
Political Action Committee
and J. Cal McCastlain, as
treasurer

Dear Mr. McCastlain:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, and information
supplied by J. Cal McCastlain, Larry C. Wallace and Joanne Sorn,
on September 1, 1989, the Federal Election Commission found
reason to believe that the Wallace, Dover & Dixon Political
Action Committee ("Committee") and J. Cal McCastlain, as
treasurer, violated 2 U.S.C. § 441b(a), and instituted an
investigation in this matter.

After considering all the evidence available to the
Commission, the Office of the General Counsel is prepared to
recommend that the Commission find probable cause to believe
that a violation of 2 U.S.C. § 441b(a) has occurred. 1In
addition, because the Office of the General Counsel has been
informed that the Committee’s connected organization is no
longer known as Wallace, bover & Dixon, P.A., and because the
Committee has not changed its name, the Office of the General
Counsel is further prepared to recommend that the Commission
find probable cause to believe that a violation of 2 U.S.C.

§ 433(c) has occurred.

The Commission may or may not approve the General Counsel’s
recommendation. Submitted for your review is a brief stating
the position of the General Counsel on the legal and factual
issues of the case. Within 15 days of your receipt of this
notice, you may file with the Secretary of the Commission a
brief (ten copies if possible) stating your position on the
issues and replying to the brief of the General Counsel. (Three
copies of such brief should also be forwarded to the Office of
the General Counsel, if possible.) The General Counsel’s brief
and any brief which you may submit will be considered by the




-.J. Cal McCa -Ia

Commission befo:e proceedinglto, ote of whether there ls
probable cause to believe a inl S‘occutred. '

If you are unable to f’ 8.8 | lve briof within 15 i
days, you may submit a written requ or an extension of time.
All requests for extensions of time "be submitted in writing
five days prior to the due date, and good cause must be
demonstrated. In addition, the Office of the General Counscl
ordinarily will not give extensions beyond 20 days.

A finding of ptobablercause to believe requires that the
Office of the General Counsel attempt for a period of not less
than 30, but not more than 90 days, to settle this matter
through a conciliation agreement.

Should you have any questions, please contact Tony Buckley,
the attorney assigned to this matter, at (202) 376-8200.

- ly,
Lawrence M. oble

General Counsel

Enclosure
Brief
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II!DRS Tﬂl FIDBRAL ELBCTION COHHISBION

In the nattet of )
)
wallace, Dover & Dixon Political i ) MUR 2978
Action Committee and J. Cal McCastlain, )
as treasurer
GENERAL COUNSEL'’S BRIEF

I. STATEMENT OF THE CASE

The Wallace, Dover & Dixon Political Action Committee (the
"Committee") and J. Cal McCastlain, as treasurer, were referred
to the Office of the General Counsel by the Reports Analysis
Division ("RAD") for receiving loans from the Committee’s
connected organization, Wallace, Dover & Dixon, P.A. (the
"firm"), now Dover & Dixon, P.A.,l in violation of 2 U.S.C.

§ 441b(a). The Committee had reported the receipt of three
loans totalling $5,020 from the firm between January 5, 1988 and
February 24, 1988, and the receipt of yet another $925 loan from
the firm on August 9, 1988. The Committee also reported making
21 repayments to the firm between March 1, 1988 and April 20,
1989.

On September 1, 1989, the Commission found reason to
believe that the Committee violated 2 U.S.C. § 441b(a) by
accepting corporate contributions. This Office received the
responses to this finding on October 16, 1989, in which

Respondents requested that the Commission find that no violation

1. On April 2, 1990, this Office was informed that the firm of
Wallace, Dover & Dixon, P.A. has apparently been dissolved and
that all books and records of that corporation are now maintained
by Mr. Darrell Dover of the firm of Dover & Dixon, P.A. It thus
appears that Dover & Dixon, P.A. is the successor firm.




had occurred and that no further action be taken‘against thcn

nespondants subnitted affidavtts by Latty c. Wallace, nanaglng ﬁf'
partner of the firm, and 5, Cal uccastlain, in which they
contended that the infot-atiqn contuined in the Connittae's
reports, which served as thé'basi? for the Commission’s fihdinq
of reason to believe, was in 5::0:. Respondents further
endeavored to relieve nt.‘HcCastlain of any liability by noting
that he was not treasurer when any of the violations occurred.
According to Mr. Wallace'’s affidavit, the 1988 April and
October Quarterly Reports were in error to the extent they
indicated that the firm loaned-funds to the Committee, and to
the extent they indicated that the Committee was repaying the
firm for any such loans. As Mr. Wallace explained, "[£f]unds
contributed to the PAC and the subject of such reports actually
represent personal contributions to the PAC by the Shareholders
of the Firm," and the shareholders "funded their respective
contributions by receiving advances from the Firm." Further,
"[i]nstead of writing separate checks to each Shareholder, the
Firm merely acted as an agent for each Shareholder and forwarded
the Shareholders’ contributions to the PAC in lump sums. Those
contributions were intended to be actual contributions to the
PAC and not loans. Likewise, the PAC was not required, nor
expected, to repay those contributions." Finally, as regards
these transactions, Mr. Wallace stated that the "Shareholders
repaid their respective advances through subsequent payroll
deductions. The Shareholders have paid these amounts in full

from their personal funds."




rendered difficult a conpltee underntanding of what had

occurred, the CO-aission also authorized interrogatories and
requests for production of documents to be sent to the firm, the
Committee, and Joanﬁé Sorn, the former treasurer of the
Committee.

A response was received from Ms. Sorn on March 5, 1990.
She stated that “"[loans] cf $2,500, $300 and $2,200 from [House,
Wallace & Jewell, P.A.]2 to the Committee were made to fund the
Committee’s contributions to candidates from January, 1988 to
March, 1988. These [loans] were necessary because the Committee
checking account had insufficient funds for all desired
candidate contributions for the quarter." Ms. Sorn continued by
saying that the Committee account was normally funded through
payroll deductions, but that what had been received from payroll
deductions had been insufficient to cover the desired
contributions for that quarter. "The transfers/loans were to be
repaid through continued payroll deduction of the Committee
participants.” Ms. Sorn stated further that the loan of $925
from the firm to the Committee which was reported on the 1988
October Quarterly Report was handled in a similar fashion, with
the Committee wanting to make contributions for which it had

inadequate funds. As a result, the firm again lent monies to

2. House, Wallace and Jewell, P.A. is the predecessor law firm to
Wallace, Dover & Dixon, P.A.




the chnittee‘fo :the putpoﬂb 2 kingﬁthese contributions, an__

the COnnittee égain repaid thc e loanc through monies :eceivedfff
from shateholdets by means oi Qubseqnent payroll deductions.3 .
A separate response vaa received from Mr. McCastlain on
March 27, 1990. He stated that he has no knowledge of the
violations, as he was not involved with the Committee at the
times they occutted.4 Mr. McCastlain also claims to have
resigned as treasurer on February 3, 1990, but no amended
Statement of Organization reflecting a change in the treasurer
has been received. No party has changed its original assertion
that no violation occurred and that the Commission should take
no further action.
II. ANALYSIS
Pursuant to 2 U.S.C. § 441b(a), it is unlawful for any
political committee to knowingly accept a contribution from a
corporation. 1Included within the definition of contributions
are loans. 2 U.S.C. § 441b(b)(2). Pursuant to 2 U.S.C.
§ 441b(b)(2)(C), a corporation may legally participate in

financing federal political activity by setting up a separate

segregated fund and soliciting voluntary contributions to that

3. Ms. Sorn claims that she did not believe that the loans
reported on the 1988 October Quarterly Report were permissible.
Her understanding, however, was not based on the fact that illegal
corporate contributions were involved, but rather on the belief
that the firm "had already ‘loaned’ the maximum allowed under FEC
rules."”

4. Mr. McCastlain’s assertions as to lack of culpability are
questionable since he signed the October 1988 Quarterly Report as
treasurer, and since Ms. Sorn states that she prepared that report
after being told by Mr. McCastlain that the loan reported therein
was legal.




fund. While a connected organization nay pay tho ndﬁinistrativer

costs of its sepatate segregated fund, fot such payuont to be':,"
legally cuifieient the connected organization nust oithor pay
the expenses directly or deposit funds-in an acconnt segregated
from voluntary contributions received by the fund. See, e.g.,
MUR 1544.

Pursuant to 2 U.S.C. § 432(e)(5), the name of any separate
segregated fund must include the name of its connected
organization. Pursuant to 2 U.S.C. § 433(c), a change in
information previously submitted in a statement of organization
of a political committee, including the nome of that committee,
must be submitted to the Commission no later than ten days after
the date of the change.

On its 1988 April Quarterly Report, the Committee reported
three loans from its connected organization: a January 5, 1988
loan in the amount of $2,500; a February 8, 1988 loan in the
amount of $300; and a February 24, 1988 loan in the amount of
$2,220. On its 1988 October Quarterly Report, the Committee
reported an August 9, 1988 loan from its connected organization
in the amount of $925. As the response of Joanne Sorn makes
clear, these loans were not used for the one legitimate purpose
allowed of transfers from a corporation to its separate
segregated fund, i.e. payment of the administrative costs of
the Committee. 1Instead, they were used directly by the
Committee to make contributions in the absence of sufficient
voluntary contributions. The other two affidavits submitted do

not dispute this. Accordingly, the acceptance of these




' Additionally, the former managing partner of the firm has stated

that the firm otWauncc.ﬁwer & pixen, P.A. MO longer exists
and has been replaced'by DoVe? &‘bixon; P;A;‘}N§ dnéndijnt to

the Committee’s statoient of organization tehanlng £he Committee

has been received by the Ca-nission. This.Offiée'teconﬁands

that the Commission find that there is probable caﬁse to believe
that the Wallace, Dover & Dixon Political Action.Committee and

J. Cal McCastlain, as treasurer, violated 2 U.S.C. § 441b(a) by
accepting corporate contributions totalling $5,945, and violated

2 U.S.C. § 433(c) by failing to amend the statement of

organization to reflect a new name for the Committee.

I1I. GENERAL COUNSEL’S RECOMMENDATIONS

1. Find probable cause to believe that the Wallace, Dover &
Dixon Political Action Committee and J. Cal McCastlain, as
treasurer, violated 2 U.S.C. §§ 433(c) and 441b(a).

Date awrence M. Noble

General Counsel




g D McCastlain, do hereby swe and affirm tha
following facts are true to the best of my knowledge and beli
1s I began working as an associate in the law firm of
Wallace, Dover & Dixon, P.A. on July 18, 1988. Prior to that date
I was on active duty in the United States Army, assigned to the
Judge Advocate General's Corps (JAGC).

" 5 My signing of the Federal Election Commission Quarterly
Report (FEC Form 3X) of October 15, 1988 for the Wallace, Dover &
Dixon, P.A. Political Action Committee on October 14, 1988 was my
first act as Treasurer for that Political Action Committee. Prior
to the date of October 14, 1988 I did not participate in or have
any knowledge of any of the business affairs of the Wallace, Dover
& Dixon, P.A. Political Action Committee. Likewise, prior to
October 14, 1988, I neither advised nor participated in any fund
raising, contributions, accounting, or record keeping conducted by
the Wallace, Dover & Dixon, P.A. Political Action Committee.

3. Information included in the Federal Election Commission
Quarterly Report of October 15, 1988 by the Wallace, Dover & Dixon,
P.A. Political Action Committee represents my interpretation of the
information regarding events that occurred prior to my becoming
Treasurer. The information regarding these events was compiled
prior to my becoming Treasurer. I did not participate in nor
advise the Political Action Committee in any way prior to October
14, 1988.

4. I am not a shareholder in the law firm of Wallace, Dover
& Dixon, P.A., and I have never attended a meeting of that firm's
shareholders or Board of Directors. Therefore, I have no direct
knowledge of the intent of the law firm or its partners regarding
the information included in the reports of October 15, 1988.

S. Inasmuch as I was neither a party to such report, nor
employed by Wallace, Dover & Dixon, P.A. on April 15, 1988, I have
no knowledge whatsoever, whether direct or indirect, of the Federal
Election Commission Quarterly Report (FEC Form 3X) of April 15,
1988, or the information included therein.

6. Upon learning that there was a question as to the
propriety of the transactions reported in the Quarterly Reports of
April 15, 1988 and October 15, 1988, I took immediate action to
resolve the issue. (See attachments.)

-

T T v R o
J. CAL MCCASTLAIN

STATE OF ARKANSAS )
- ) Ss.
counTY oF Pylask. )

SUBSCRIBED AND SWORN to before me a Notary Public this i
day of _Ocichee , 1989.

Teetca  Aoa C:A\hJ
Notary Public D)

My Commission Expire:

2 -13-23
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March 23, 1990 8 .
' £
5 =
N )
N .
Mr. Anthony Buckley = i
Federal Election Commission E; i
999 East Street, N.W. o :
Washington, D.C. 20463 g; 3

Re: MUR 2978/Wallace, Dover & Dixon, P.A.
Political Action Committee and
J. Cal McCastlain as Treasurer

Dear Mr. Buckley:

Enclosed are my responses to your interrogatories regarding
the above-described matter. As I indicated earlier, the law firm
of Wallace, Dover & Dixon is no longer in operation, and as of
March 26, 1990, I will no longer work with any members of that

firm.

As I have explained to you and in my Interrogatories, I had
no role in the activities involved herein. I would like for this ;
matter to be concluded as soon as possible, and without the mention
of my name in any final order or finding.

9'04036~3l6|

You can imagine my frustration with this matter, and the
distraction it causes from my productive work. However, please
consider me as cooperative and willing to assist.

In the event you must correspond with me, please direct all
correspondence to the address shown above. I anxiously await your
finding that I am no longer involved in this matter.

Sincerely,

’-',/ ."‘_—d
/_.// 7 .';-/.ﬂa{_

J. Cal McCastlain




RESPONSE TO INTER el
POSED BY THE FEDERAL st.zcmon comxssmu

INTERROGATORY NO. 1: State why the Committes reported
transfers of $2,500, $300 and $2,200 frdin House, Wallace & Jewell,
P.A. to the Committee as loans on the Committee’'s 1988 April
Quarterly Report.

RESPONSE TO INTERROGATORY NO. 1: I did not begin work with
the law firm of Wallace, Dover & Dixon until July 18, 1988. I have
no knowledge whatsoever of any activities reported in the House,
Wallace & Jewell, P. A, Political Action Committee Quarterly Report
of April, 1988.

INTERROGATORY NO, 2: State why the Committee reported
disbursements totaling $600 to House, Wallace & Jewell, P.A. from
the Committee as loan repayments on the Committee’s 1988 April
Quarterly Report.

RESPONSE TO INTERROGATORY NO, 2: I did not begin work with
the law firm of Wallace, Dover & Dixon until July 18, 1988. I have
no knowledge whatsoever of any activities reported in the House,
Wallace & Jewell, P. A. Political Action Committee Quarterly Reﬁort
of April, 1988.

INTERROGATORY NO, 3: State why the Committee reported a
transfer of 8925 from House, Wallace & Jewell, P.A. to the
Committee as a loan on the Committee’s 1988 Quarterly Report.

RESPONSE TO INTERROGATORY NQ. 3: My signing of the Federal
Election Commission Quarterly Report (FEC Form 3X) of October 15,

1988 for Wallace, Dover & Dixon, P.A. Political Action Committee




,husincn- affai:a of the wullacc,vf % P.A. Polit,ei1'

'Action Committee. Likewise, prior to dutohct 14, 1988, I neither
advised or participated in any tund naltinq, contributions,
accounting, or record keeping conduct.d by the Wallace, Dover &
Dixon, P.A. Political Action Committee.

Information included in the Pidoral Election Commission
Quarterly Reporf of October 15, 1988 by Wallace, Dover & Dixon,
P.A. Political Action Committee represents my interpretation of the
information regarding events that occurred prior to my appointment
as Treasurer. The information regarding these events was compiled
prior to my appointment as Treasurer. I did not participate in nor
advise the Political Action Committee in any way prior to October
14, 1988.

The information contained in the Quarterly Report of October,
1988 was already entered into the report form when the form was
presented to me by the previous Treasurer, Joann Sorn. Ms. Sorn
reviewed the information in the October 1988 report and represeﬁted
it to be an accurate representation of the facts. The information
contained in the form was consistent with the type of transactions
represented in the April 1988 Quarterly Report. Given the
representations by Ms. Sorn and the consistency between the

reports, it appeared that the information presented in the October,




1988 Ropozt accm:'m: Yy mpv _n_ ited nnntzi.n which the vnr.iou 5

transactions occmnd. ' i ,
ATORY NO . ¢ Statcl vhotho: the amount’ forwardod g
by way of payroll d.duecions wh:l.ch‘ wu:i reported as contrihutionl
on the Committee’s 1988 April qu’;rterly ,:cport in any way comprised
the loans reported as received by ,'ths Committee on that same
amount. In your-answir, identify all evidence which supports your
conclusion including, but not limited to, internal memoranda or
written procedures, and provide copies of all such documents.

RESPONSE TO INTERROGATORY NO, 4: I did not begin work with
the law firm of Wallace, Dover & Dixon until July 18, 1988. I have
no knowledge whatsoever of any activities reported in the House,
Wallace & Jewell, P. A. Political Action Committee Quarterly Report
of April, 1988. Also, the law firm of Wallace, Dover & Dixon, P.A.
is no longer in operation, and I no longer work with any of the
members of that firm. I resigned as Treasurer of the Committee as
of February 3, 1990. The winding down of the firm’s business, and
my lack of access to any of the firm‘s records prevents me from
further supplementing my response.

INTERROGATORY NO, 5: State whether the amounts forwardea by
way of payroll deductions which were reported as contributions on
a Committee’s 1988 quarterly report in any way comprised the loans
reported as received by the Committee on that same report. In your
answer, identify all evidence which supports your conclusion
including, but not 1limited to, internal memoranda or written

procedures, and provide copies of all such documents.




M ‘I ;Luﬁicated in -y i

response to Into:rogatory No. 3, the 1n£oznntion presented in th.}f'

October 1988 quarterly roport had been co-pildd and entered intoxfy
the report when preaonted to me. I can only attest to the factf“‘
that given the explanation by the previous Treasure and earlio:‘
quarterly reports that this information appeared to be accurate.
I will attest that the information presented in the 1988 October
quarterly report represents my understandings of the transactions
that had occurred during the previous quarter.

However, I have no direct knowledge of the intent of the law
firm or its partners regarding the information included in the
reports of October 15, 1988. As I indicated in my response to
Interrogatory No. 4, the law firm of Wallace, Dover & Dixon, P.A.
is no longer in business and I resigned as Treasurer of the
Wallace, Dover & Dixon, P.A. Political Action Committee as of
February 3, 1990. I no longer work with any members of that firm.
I do not have access to any records that can be used to supplement

my responses herein.

ADDITIONAL RESPONSE: I had no involvement whatsoever in any

of the activities or transactions reported by the Wallace, Dover
& Dixon, P.A. Political Action Committee quarterly reports of April
and October, 1988. Inasmuch as I never was a shareholder in that
firm, and I never attended a shareholder meeting, I have no direct
knowledge of the intent of that law firm or its shareholders
regarding the operation of the Political Action Committee or

transactions involving the Committee.




As a new acsoci:te'in tho as ,ozntld Triasurtz, et
the CO-ittto on Octobor 14, lsll;and diznuﬁcd. 1:onically,5§§;*
ensure that thc COnittoc colpl.tod wich elqotton laws. I tr&.d
diligently to clear up thi.a mtth;'. I find 11: regrettable, in the
least, that given the rqaton‘fOt my appointnqnt as Treasurer, and
the fact that I had | no role whatsoever in the activities in
question, that I have been named potsonaily as having violated the
United States Code.

I request that the Commission find that I had no role in these
activities, and that no further action or response is required on
my part, and that I not be named in any findings.

J. Cal McCastlain

5820 Hawthorne
Little Rock, AR 72207

B L /“’AWZZ:
‘J. Cal McCastlain

STATE OF ARKANSAS

COUNTY OF PuiASK|

I, J. Cal McCastlain, hereby state on oath that I have read
the foregoing Response to Interrogatories and the facts contained
therein are true and correct to the best of my knowledge and
belief.

)
)
)

g T
0 Cal McCastlaln

SUBSCRIBED AND SWORN TO before me this 23%%  gay of
, 1990.

MNMoridtand Eadleg

Notary Public

My Commission Expires:

|-117-9 a—




I, Larry C. Wanacc, llanaqi.ng Partner of Wallace, Dover &
Dixon, P.A., do hereby swear and affirm thut_th. tollowing tactsv
are true the best of my knnwlndgc and boi & i

l. J. cal HcCastlAi.n joinad this tirn as an associate lawyer
on July 18, 1988. ¥

2. On October 14, 1968' he wajs nppointnd Treasurer for the
Wallace, Dover & Dixon, P.A. Political Action committee.

3. Prior to October 14, 1988 J. Cal McCastlain never
participated in, performed any work for, or attended any meetings
of the Wallace, Dover & Dixon, P.A. Political Action Committee.

4. J. Cal Mccastlain's first act as Treasurer for the
Wallace, Dover & Dixon, P.A. Political Action Committee was
submitting to the Federal Election Commission the Quarterly Report
(FEC Form 3X) of October 15, 1988 for the Wallace, Dover & Dixon,
P.A. Political Action Committee. Information contained in those
reports represents events that occurred prior to Mr. McCastlain's
appointment as Treasurer for the Wallace, Dover & Dixon, P.A.
Political Action Committee. Such information was also compiled and
reported prior to Mr. McCastlain's appointment.

5. J. Cal MccCastlain has never attended a meeting of the
Shareholders of Wallace, Dover & Dixon, P.A., or its Board of
Directors.

6. In summary, J. Cal McCastlain had no role whatsoever in
any of the actual matters included in the Quarterly Reports (FEC
Form 3X) of April 15, 1988 and October 15, 1988 submitted by the
Wallace, Dover & Dixon, P.A. Political Action Committee.

Larry C. Wallace

STATE OF ARKANSAS )
) Ss.

COUNTY OF p:)iQQL ﬁ )

SUBSCRIBED AND SWORN to before me a Notary Public this '\]
day of 6Oclohse , 1989.

Teessa  Dan Coole
Notary Public :

My Commission Expire:

3-15-9%




SEFORE THR FEDERAL BLECTION COMMISSION

IN THE nm oF ;
WALLACE, DOVER & Dllﬂl ‘
POLITICAL ACTION CONMITTER, and .
J. CAL NcCASTLAIN, as Treasurer ' . NO. NUR 2978
ARFIDAVIT OF DARRELL D. DOVER

I, Darrell D. Dover, do hereby swear ahd affirm that the
following facts are true to the best of my knowledge and belief:

1 I am a former shareholder in the Law Firm of Wallace,
Dover & Dixon, P.A., Little Rock, Arkansas, ("Firm") which has
ceased the practice of law and is winding down its business
affairs. I have become aware that the Federal Election Commission
(*Commission®) is conducting an inquiry into activities of the
Wallace, Dover & Dixon Political Action Committee ("PAC*"). 1In its
pursuit of these matters, the Commission’s General Counsel has
named J. Cal McCastlain as having personally violated certain
provisions of Federal Election Laws. I have been further 1nfo:med
that the Commission’s inquiry and these alleged violations concern
PAC transactions that occurred between January 5, 1988 and February
24, 1988, and another transaction that occurred on August 9, 1988.

2. J. Cal McCastlain was not employed with the Firm until
July 18, 1988. Prior to starting with the Firm, Mr. McCastlain was
on active duty with the United States Army and stationed in

Alexandria, Virginia. Thus, any attempt to associate Mr.




ucCQltIainfwifﬂ:
July 18, mu

3,,' 988,
Mr. NoCastlain had been with th only three we omn the
responsibilities the tﬁ:-«p;gn l.nnw lbouintol, aaa his laok
of familiarity withﬂlh »i r and it _ltmtiou, ny op:lnion would
be that Mr. MoCastlais vas not, at ﬂm-. ‘time, in position to
participate in any natto:u 1uvolv1§q tho‘nac or tho administration
of the Firm. '

4. The Pirm’s then managing partner, Larry C. Wallace, was

in complete control of all matters and decisions having to do with
the PAC. I have no knowledge of when Mr. Wallace appointed Mr.
McCastlain as Treasurer, but I would think it likely that such
appointment was not made until several months after Mr. McCastlain
began to work for the Firm.

5. J. Cal McCastlain was an associate attorney throughout
his tenure with the Firm, and he never attended a meeting of the
Firm’s shareholders or its Board of Directors.

6. Throughout his tenure with the Firm, Mr. McCastlain
displayed a high level of competence and integrity, as I would
surely expect. Of the attorneys I have come to know, and know of,
in over thirty years of practice, I hold Mr. McCastlain in very
high regard.

7. The Commission’s finding that Mr. McCastlain was involved
in any way, or finding that he is in any way culpable in this

matter, would be totally inconsistent with the facts, and it would

wd&d. cmc




STATE OF ARKANSAS)
) ss
COUNTY OF PULASKI)

SUBS D AND SWORN to before me, a NOtaxfuﬁdhlic, this
day of _mb . 1990 CERA

/

MY COMMISSION BXPIRES:

L\ -\

o
~N
D
o0
(@
<
O
o

. wd&d. cmc




IN THE MATTER OF
WALLACE, DOVER & DIXON

POLITICAL ACTION COMMITTEE, and .
J. CAL McCASTLAIN, as Treasurer ‘ NO. MUR 2978

I, Philip B. Dixon, 4o heredby swear and affirm that the
following facts are true to the best of my knowledge and belief: |

I am a former shareholder in the Law Firm of Wallace,
Dover & Dixon, P.A., Little Rock, Arkansas, ("Firm*) which has
ceased the practice of law and is winding down its business
affairs. I have become aware that the Federal Election Commission
(*Commission®) is conducting an inquiry into activities of the
Wallace, Dover & Dixon Political Action Committee (*PAC®"). In its
pursuit of these matters, the Commission’s General Counsel has
named J. Cal McCastlain as having personally violated certain
provisions of Federal Election Laws. I have been further informed
that the Commission’s inquiry and these alleged violations concern
PAC transactions that occurred between January 5, 1988 and February
24, 1988, and another transaction that occurred on August 9, 1988.

2. J. Cal McCastlain was not employed with the Firm until
July 18, 1988. Prior to starting with the Firm, Mr. McCastlain was
on active duty with the United States Army and stationed in

Alexandria, Virginia. Thus, any attempt to associate Mr.




rupou-uulitd.u m Pirs pl

of familiarity with the ri:u .“‘_; t'nl, ny opinion would
be that Nr. Ibcattiain unn aﬂt;;“ T.f f in polition to
participate 1u any matters insolvinﬁ tho PAC or tho administration
of the Pirm.

4. The Firm’s then -ahaqing partnexr, Larry C. Wallace, was

in complete control of all matters and decisions having to do with
the PAC. I have no knowledge of when Mr. Wallace appointed Mr.
McCastlain as Treasurer, but I would think it 1likely that such
appointment was not made until several months after Mr. McCastlain
began to work for the Firm.

5 J. Cal McCastlain was an associate attorney throughout
his tenure with the Firm, and he never attended a meeting of the
Firm’'s shareholders or its Board of Directors.

6. Throughout his tenure with the Firm, Mr. McCastlain
displayed a high level of competence and integrity, as I would
surely expect. Of the attorneys I have come to know, and know of,
in over thirty years of practice, I hold Mr. McCastlain in very
high regard.

7. The Commission’s finding that Mr. McCastlain was involved
in any way, or finding that he is in any way culpable in this

matter, would be totally inconsistent with the facts, and it would

wd&d. cme




STATE OF ARKANSAS) -
) ss
COUNTY OF PULASKI)

su AND SWORN to before me, a Notary Public, thisQ —
day of mﬂu&__ 1990.S . (' Q »

NOTARY PUBLIC

MY COMMISSION EBXPIRES:

A~ -Al

. wd&d. cmc




IN THE MATTER OF
WALLACE, DOVER & DIXON

POLITICAL ACTION COMMITTEE, and
J.CAL MCCASTLAIN, as Treasurer

AFFIDAVIT OF JOHN B. PEACE

I, John B. Peace, do hereby swear and affirm that the
following facts are true to the best of my knowledge and belief:

) I I am a former shareholder in the Law Firm of Wallace,
Dover & Dixon, P.A., Little Rock, Arkansas, ("Firm"), which is now
in the process of winding down its business affairs. I have become
aware that the Federal Election Commission ("Commission") is
conducting an inquiry into activities of the Wallace, Dover & Dixon
Political Action Committee ("PAC"). In its pursuit of these
matters, the Commission’s General Counsel has named J. Cal
McCastlain as having personally violated certain provisions of
Federal Election Laws. I have been further informed that the
Commission’s inquiry and these alleged violations concern PAC
transactions that occurred between January 5, 1988 and February 24,
1988, and another transaction that occurred on August 9, 1988.

2. J. Cal MccCastlain was not employed with the Firm until
July 18, 1988. Prior to starting with the Firm, Mr. McCastlain was
on active duty with the United States Army and stationed in

Alexandria, Virginia. Thus, any attempt to associate Mr.




ng the PAC prior t

’J‘aly 13, 1938 u -rrbmon- (i : :

3. _As for the trmuctton a!.' Augu.ﬂ: 9, 1983, at that tlnoi
Mr. ucca-tlain had bnn vith thc rirn onl.y throc weeks. Gi.vcn &ho
responsibilities thc Firm placed on new moctates, and his lack
of familiarity with the Firm and its oporations, it is my opini_on
that Mr. McCastlain was in no pb-ition to participate in any
matters involving the PAC or administration of the Firm. Here too,
any attempt to associate Mr. McCastlain with this transaction is
erroneous.

4. While I do not have direct knowledge of the exact date
on which Mr. McCastlain was appointed as Treasurer of the PAC, from
all I have been able to determine, such appointment was not made
until several months after Mr. McCastlain began to work for the
Firm. Mr. McCastlain was assigned to the corporate section of the
firm, as was I, and I was assigned as his "mentor". Mr. McCastlain
arrived at the Firm as a capable attorney; the mentor arrangement
was merely to facilitate his becoming familiar with the Firm, its
organization, and its personalities. Mr. McCastlain reported to
me and informed me of all of his projects. We also worked together
on a daily basis. I do not recall the exact date, but Mr.
McCastlain did inform me of his appointment as Treasurer of the
PAC, which, as I recall, was several months after he was employed
by the firm. He indicated that his understanding of the
appointment included the submission of reports that were to be

compiled by the Firm’s accounting department.




was an asso ate attornoy throuqh, t
hia tenure v:l.th the l"irn, and lu n.m attcnd-d a mcat:l.nq ot t;u
Firm’s char.holdatl or its Board o! Diroators.  _;.

6. Throughout his tonure with the Pirm, Mr. McCastlain
displayed a high level of oonpctonoc and integrity, as 1I wmnié»
surely expect. Of the attorniys‘i have come to know, and know of,
in my thirteen years of practice, I hold Mr. McCastlain in very
high regard.

7. The Commission’s finding that Mr. McCastlain was involved
in anyway, or finding that he is in any way culpable in this
matter, would be totally inconsistent with the facts, and it would
serve a great injustice. Likewise, Mr. McCastlain should not be

named in any disposition of this matter.

O]/V" 2

\JWB. PEACE




STATE OF ARKAN _
COUNTY OF PULASKI

MY éomulss;oﬁ. EXPIRES:
EEE \ 2 ,
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Wallace, Dover & DAxOr S October 15, 1988

® ey B T T |73 FEC kaentfication Number 0
TCBY _‘zmr_ar_.‘anildma ‘ | _co0206508 o)

(c) City, State and ZIP Code : T[4 s this sn amended Ststement? B YER - B NO

Little Rock, AR 72201 : g b

8. TYPE OF COMMITTEE (check one}: i
O (a) This committes is a principet campaign committes. (Complete the candidate informetion below.)
@ (b) This committes is an authorized committes, snd is NOT a principsl campaign committes. (Complete the candidate lnfomtlon buow.

EN-mn of Candidste Candidate Perty Affilistion Office Sought Sumlmmj
O (c) This committee supports/opposes only one candidste ; and is NOT an authorized conmittes.
(name of cendidate) y

O (d) This committee is » committee of the hnv
(National, State or subordinate) (Democratic, Repubtican, etc.)

R (o) This committee is o separate segregeted fund.
O {f) This committee supports/opposes more than one Federsl candidate snd is NOT a seperate segregated fund nor a party committes.

Name of Any Connected Mailing Address end Retstionship
Organizstion or Affilisted Committes ZIP Code

Wallace, Dover & Dixon 3800 TCBY . Tower Bldg. Sponsor':ing.
Little Rock, AR 72201 Organizatdaon

If the registering political committee has identified a ‘‘connected organization’ sbove, please indicate type of organization:
XCorporstion D Corporation w/o Capital Stock O Lsbor Organization . O Mcnbers’hip Organization O Trade Association O Cooperative

. Custodisn of Records: Identify by name, address (phone number — optional) and position, the person in pomwon of commmu boaks and;. o
records. e
Fuil Name Mailing Address and ZIP Code Titleor Poﬂtion

Cal McCastlain 3800 TCBY Tower, Little Rock Tréasure;

beo | |
. Tressurer: List the name and address (phone number — optional) of the treasurer of the commi;'t::; and the name and address of any designated
agent (e.g., assistant treasurer}.
Full Name Mailing Address and ZIP Code Title or Position

W

Cal McCastlain Same as above Treasurer

. Banks or Other Depositories: List all banks or other depositories in which the committee deposits funds, holds accounts, rents safety deposit boxes
or maintains funds.

Name of Bank, Depository, stc. Mailing Address and ZIP Code

First Commercial Bank, N.A. Capitol at Broadway
Little Rock, AR 72201

I certify that | have examined this Statement and to the best of my knowledge and betief it is true, correct and complete.

s
¥__Cal McCastlain 7Y 7 - 10/15/88
Type or Print Name of Treasurer SIGNATURE OF TREASURER Date

NOTE: Submission of false, erroneous, or incomplete information may subject the person signing this Statement to the penalties of 2 U.S.C. §437g.

‘ For further information contact: Federal Election Commission, Toll Free 800-424-9530, Local 202-523-4068

FEC FORM 1 (3/80)




Mr. Anthony Buckley

Federal Election Cauu.nion

Washington, D.C. 20463
Re: MUR 2978

Dear Mr. Buckley:

Following my telephone conversation with you of February 12,
1990 wherein I advised you I was unable to read the Quarterly
Reports which had been provided with your February 7, 1990
letter, I received photocopies of the Quarterly Reports on

February 19, 1990. As I was to respond to the Commission’s
Interrogatories within 15 days of receipt, I am within 15 days
from February 19, 1990, the date of receipt of the needed
quarterly reports. I am sure you will agree that I could not
respond before I had information I could review.

I hope that you find these Interrogatory Responses in
satisfactory form. I am not an attorney and therefore, they are
not prepared as an attorney would prepare them. I have answered
each question to the best of my ability. I cannot provide you
with information as to written documentation, because to my
knowledge there was none. All instructions received by me were
verbal. Any notes which I may have made should be in the
Committee’s file folder. Because I resigned employment with
Wallace, Dover & Dixon in January, 1989, I do not know the
location of the Committee’s file. At the time I refused to
continue serving as the Committee’s Treasurer, I gave the
Committee’s file to J. Cal McCastlain. The only other written
documentation which I can think of would be general ledger
postings for House, Wallace & Jewell, P.A. Again, I do not know
who would presently have those records. Any general ledger
postings would have been made at Mr. Anders’ instruction. Mr.
Anders left employment of Wallace, Dover & Dixon in approximately
October, 1989.

60:2 Ild G- Y¥VHO6




Should you have any questions, I will do my best to assist

Very truly yours,




Definitions:

“And" as well as "or® shall be construed disjunctively or
conjunctively as necessary to bring within the scope of these
interrogatory answers which may otherwise be construed to be out of
their scope.

*"Committee” shall refer to the Wallace, Dover & Dixon
Political Action Committee, and shall be construed to include all
predecessor committees including, but not limited to, the House,
Wallace, & Jewell, P.A. Political Action Committee.

*"HW&J" shall refer to House, Wallace & Jewell, P.A. and shall
be construed to include all predecessor and following names of the
professional association.

“FEC" shall refer to the Federal Election Commission.

1. State why, as treasurer of the Committee, you reported
transfers of $2,500, $300 and $2,200 from House, Wallace & Jewell,
P.A. to the Committee as loans on the Committee’s 1988 April
Quarterly Report. In your answer, identify all evidence presented
to you which caused you to believe that these amounts were loans
including, but not 1limited to, verbal instructions from any
superior and internal memoranda or written procedures. Identify
who you believed to be the lender(s).

ANSWER: Transfers of $2,500, $300 and $2,200 from HW&J to
the Committee were made to fund the Committee’s contributions to
candidates made from January, 1988 to March, 1988. These transfers
were necessary because the Committee checking account had
insufficient funds for all desired candidate contributions for the
quarter. The Committee checking account was normally funded
through payroll deductions. The payroll deductions were
insufficient to cover that quarter’s desired candidate
contributions. The transfers/loans were to be repaid through
continued payroll deduction of the Committee participants. I do
not know who the FEC would call the lender(s), but it would be
either HW&J or the Committee participants. Therefore, because of
my uncertainty, when referring to loans hereinafter, I will use the
word in quotes, i.e. "loans".

It is unknown to me who determined what candidate
contributions would be made, or the amounts. It is also unknown to
me if all Committee participants were aware of the fact that the
Committee did not have adequate funds to cover the contributions
made. At all times while I was Treasurer of the Committee, my

1




direct supervisors were thn Pruidcnt of tlu Cnuittee, the v
Prasident of the Conmittee, who I believe at the time were
Wallace and Steve L. Riggs, respectively, and Steve Anders, nu

Business Manager. Mr. Anders rted directly to Mr. Wallace, w 7
was HW&J's managing partner. All intomt.:l.on relayed to me as to .
candidate contributions to be made and "loans® to be made-came tm., .i

Mr. Wallace, Mr. Riggs and/or Mr. Anders. Mr. Wallace, Mr. Riggs
and/or Mr. Anders were well aware of the fact the Committee did not . B
have adequate funds to make the desired contributions. At the very

least, Mr. Anders and Mr. Wallace approved the "loans" to the i

Committee. Because Mr. Anders was HN&J'’s Business Manager, he was
the person who authorized writing the “loan” checks on the HW&J
checking account to the Committee. Mr. Anders is presently living
in Warren, AR and may be employed by Georgia-Pacific. He is
det.tnitely employed by a forest industries/paper products company.

House, Wallace & Jewell, P.A. changed its name to Wallace,
Dover & Dixon. Since February, 1990, Wallace, Dover & Dixon is in
the process of dissolved.

The Committee participants are as listed on each quarterly
report filed with the FEC. Each Committee participant is an
attorney. The following is an alphabetical list of the Committee
participants’ current addresses to the best of my knowledge:

Lawrence E. Chisenhall
Chisenhall, Nestrud & Julian, P.A.
400 W. Capitol, Suite 2840

Little Rock, AR 72201

John Clayton

Wallace & Clayton

425 W. Capitol

Little Rock, AR 72201

J. Bruce Cross
Cross & Gunter
425 W. Capitol
Little Rock, AR 72201

Donna Galchus

Cross & Gunter

425 W. Capitol

Little Rock, AR 72201

Russell Gunter
Cross & Gunter
425 W. Capitol
Little Rock, AR 72201

Don F. Hamilton
Little Rock Wastewater Utility

2




1920 N. Main
North Little Rock, AR

Steven Morley
Morley Law Firm S
North Little Rock, AR 72114 =

Chuck Nestrud

Chisenhall, Nestrud & Julian
400 W. Capitol, Suite 2840
Little Rock, AR 72201

Dean Overstreet

Dover & Dixon

425 W. Capitol

Little Rock, AR 72201

Joe Purvis

Dover & Dixon

425 W. Capitol

Little Rock, AR 72201

Charles Reynolds

Cross & Gunter

425 W. Capitol

Little Rock, AR 72201

Steve Riggs

Dover & Dixon

425 W. Capitol

Little Rock, AR 72201

Charlie Smith
practicing law somewhere in Benton, AR

Paul Stanfield
Systematics, Inc.

4001 N. Rodney Parham
Little Rock, AR 72211

Scott Vaughn
Hilburn Law Firm




North r.um nacl:v n ;

C. mlw-
Wallace & Clayt _
425 W. Capitol ==
Little Rock, AR 72201

Ann ﬁllson T e e
present occupatiangunkno'n
Rome Address: 804 N. Ash
Little Rock, AR 12205

Carolyn Witherspoon
Cross & Gunter

425 W. Capitol

Littlé Rock, AR 72201

Jim Pitts

present addresses unknown, it may
be the same as reported on the
quarterly reports.

John Peace (3rd quarter report)
Dover & Dixon

425 W. Capitol

Little Rock, AR 72201

All instructions received were verbal. There were no internal
memoranda or written procedures. As I was not involved in the HW&J
general ledger data input, I do not know where the "loans®” were
posted to. However, they should be reflected in the HW&J general
ledger somewhere pertaining to the Committee. The whereabouts of
the HW&J general ledger is unknown to me.

2. State why, as treasurer of the Conmittee, you reported
disbursements totalling $600 to House, Wallace & Jewell, P.A. from
the Committee as loan repayments on the Committee‘’s 1988 April
Quarterly Report. In your answer, identify all evidence presented
to you which caused you to believe that these amounts were loan
repayments including, but not limited to, verbal instructions from
any superior and internal memoranda or written procedures.
Identify who you believed to be the lender(s) to whom the
repayments were being made.

ANSWER: The $600 disbursement from the Committee to HW&J
resulted from payroll deductions made throughout the quarter. The
deductions were credited to HW&J at the instruction of Steve
Anders. Based on information from Mr. Anders, it was my
understanding the "loans” were to be paid off through the payroll
deductions. Mr. Anders further advised me no further substantial

4
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contributions to candidates would be made until the

repaid. The lenders making the repayments were the Committ
participants as listed in the answer to Question No. e
Committee participant had executed a payroll deduct
authorization form. Said forms did not state that the deductii
were to cover “loans”. Other than these payroll deduct:

authorization forms, and the quarterly reports, to my knowledge

there is in existence no written memoranda, correspondence, written

procedures, etc. in any fashion pertaining to any subject. All

;gnnnications were verbal from either Mr. Wallace, Mr. Riggs, or
. Anders.

3 State why, as treasurer of the Committee, you reported a
transfer of $925 from House, Wallace & Jewell, P.A. to the
Committee as a loan on the Committee’s 1988 October Quarterly
Report. In your answer, identify all evidence presented to you
which caused you to believe that this amount was a loan, including,
but not limited to, verbal instructions from any superior and
internal memorandum or written procedures. Identify who you
believed to be the lender(s).

ANSWER: I cannot Answer this question as Treasurer of the
Committee as I was not the Treasurer at the time of filing. That
return was filed by J. Cal McCastlain, presently employed by Dover
& Dixon, 425 W. Capitol, Little Rock, AR 72201. During the third
quarter, Mr. Wallace, Mr. Riggs or the Committee participants
decided the Committee wanted to make more contributions to
candidates once again in excess of the funds available to the
- Committee. I advised Mr. Wallace, Mr. Riggs, Mr. Anders and Mr.
McCastlain there were insufficient funds available to cover the
desired contributions and that HW&J had already "loaned* the
maximum allowed under FEC rules. I advised each of those gentlemen
the only way further political contributions could be made was
through increased payroll deductions, when in reality the number of
Committee participants was decreasing due to dissatisfaction with
the Committee’s management and HW&J‘s management. It was made
Clear to me by Mr. Anders, Mr. Riggs and/or Mr. Wallace that I may
not know what I was talking about and that Mr. McCastlain would
look at all applicable regulations to determine if another "loan*
could be made. I know that Mr. McCastlain reviewed the FEC
Guidelines pamphlet, as well as a volume of the United States Code.
After Mr. McCastlain‘’s review, he advised me that the loan could be
made. I advised Mr. Riggs, Mr. Anders and Mr. McCastlain I did not
believe the loan was proper and that I would not sign the October
Quarterly Report and that I resigned as Treasurer of the Committee.
I was instructed by Mr. Anders that I would prepare the October
Quarterly Report, which I believe I may have done, but once again
advised Mr. Anders that I would not sign it. The October Quarterly
Report was signed by Mr. McCastlain. Other than those persons
named in this Answer, I am not sure if any of the remaining
Committee participants were aware of this matter. :




4. State whether the amounts forwarded by way of payro.
dedluctions which were reported as contributions on the Committ
1988 April Quarterly Report in any way comprised the loans ted
as received by the Committee on that same report. In your answer,
jdentify all evidence presented to you which supports you:x
cosclusion including, but not limited to, verbal instructions from
any superior and internal memoranda or written procedures. et

ANSWER: If I understand your question correctly, the payroll
deductions which were reported on the April, 1988 Quarterly Re
ap contributions were only that - deductions reported as
cofntributions. All "loans" received by the Committee were et
as "loans®, not as payroll deductions or contributions.
CoAversely, payroll deductions were used to repay the loans.

S. State whether the amounts forwarded by way of payroll
deductions which were reported as contributions on the Committee’s
1988 October Quarterly Report in any way comprised the loans
reported as received by the Committee on that same report. In your

' , identify all evidence presented to you which supports your
coficlusion including, but not limited to, verbal instructions from
an¥ superior and internal memoranda or written procedures.

ANSWER: I cannot Answer this question as Treasurer of the
committee as I was not the Treasurer at the time of filing. That
refurn was filed by J. Cal McCastlain, presently employed by Dover
& pixon, 425 W. Capitol, Little Rock, AR 72201. As I stated in
Answer to Question #3, I believe I may have prepared the October,
1988 Quarterly Report. As is clear on that report, I did not sign
that Report. Based on the belief that I prepared the October, 1988
Quarterly Report, and if I understand your question correctly, the

ayroll deductions which were reported on the October, 1988
Quarterly Report as contributions were only that - deductions
revorted as contributions. All "loans" received by the Committee
weve reported as “"loans", not as payroll deductions or
contributions. Conversely, payroll deductions were used to repay

T
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FEDERAL ELECTION cbmwsslon
WASHINCTON, D.C. 20463 ' =

Joanne H. Sorn, Treasurer ;

Wallace, Dover and Dixon Political
Action Committee

3800 Capitol Tower

Little Rock, AR 72201

Identification Number: C00206508

Reference: April Quarterly Report (1/1/88-3/31/88)

Dear Ms. Sorn:

This 1letter is prompted by the Commission's preliminary
review of the report(s) referenced above. The review raised

guestions concerning certain information contained in the
report(s). An itemization follows:

~Schedule A of your report discloses the receipt of
funds from your <connected organization (pertinent
portion(s) attached). 2 U.S.C. §441b prohibits the
receipt of funds from national banks, corporations, and
labor organizations.

The Commission recommends that you refund the full
amount to the donor in accordance with 11 CFR 103.3(b).
Alternatively, if you choose to transfer the funds to
an account not used to influence federal elections, the
Commission advises that you inform the contributor in
writing and provide the contributor with the option of
receiving a refund. You may wish to seek a written
authorization (either before or after the transfer-out)

from the donor for any transfer-out to protect the
donor's interests.

Please inform the Commission immediately in writing and
provide a photocopy of your check for the refund or
transfer-out. In the best interests of the committee,
all refunds and transfers-out should be made within
thirty (30) days of the treasurer's receipt of the
funds. See 11 CFR 103.3(b). Refunds and transfers-out
should be disclosed on a supporting Schedule B for Line

26 or 20 of the report covering the period during which
they are made.

If the contribution(s) in question was incompletely or

incorrectly disclosed, you should amend your original
report with the clarifying information.
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A wzittm rouponn or an nendunt t.o your - ouq!ml
report(s) correcting the above problem(s) should be filed with
the Federal Election Commission within fifteen (15) days of the
date of this letter. If you need asaistanee, please feel free to
contact me on our to].l,-ftee number, (800) 424~9530. My local
number is (202) 376-2480.

Sincerely,

Jwd //w

Todd S. Hageman
Reports Analyst
Reports Analysis vazsxon
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Joanne H. Sorn, Treasurer 2

Wallace, Dover and Dixon Politicalf
Action Committee

3800 Capitol Tower

Little Rock, AR = 72201

Identification Number: 000205508

Reference: October Quarterly Report f7/1/88-9/30/88)

Dear Ms. Sorn:

This letter is prompted by the Commission's preliminary
review of the report(s) referenced above. The review raised

questions concerning certain information contained in the
report(s). An itemization follows:

-Schedule C of your report discloses the receipt of
funds from your connected organization (pertinent
portion(s) attached). 2 U.S.C. §441b prohibits the
receipt of funds from national banks, corporations, and
labor organizations.

The Commission recommends that you refund the full
amount to the donor in accordance with 11 CFR 103.3(b).
Alternatively, if you choose to transfer the funds to
an account not used to influence federal elections, the
Commission advises that you inform the contributor in
writing and provide the contributor with the option of
receiving a refund. You may wish to seek a written
authorization (either before or after the transfer-out)

from the donor for any transfer-out to protect the
donor's interests.

Please inform the Commission immediately in writing and
provide a photocopy of your check for the refund or
transfer-out. 1In the best interests of the committee,
all refunds and transfers-out should be made within
thirty (30) days of the treasurer's receipt of the
funds. See 11 CFR 103.3(b). Refunds and transfers-out
should be disclosed on a supporting Schedule B for Line
26 or 20 of the report covering the period during which
they are made.

If the contribution(s) in question was incompletely or

incorrectly disclosed, you should amend your original
report with the clarifying information.




Please be adviud that al.l loa‘ miv&d nuat be i
itemized on Line 13 of the - pmar l
ate Schedules A and c. 2 u 8. c sc:um (3) (E)

and S(D)

The Commission notes the partial 'Iban-; upaynonts made

to your <connected organization, - Although the

Commission may take further legal ltpps concecning the

acceptance of a prohibited contribution, prompt action

b{ your committee to refund or ttansfet—out the amount
11 be taken into consideration.

A written response or an amendment to your original
report(s) correcting the above problem(s) should be filed with
the Federal Election Commission within fifteen (15) days of the
date of this letter. If you need assistance, please feel free to
contact me on our toll-free number, (800) 424-9530. My local
number is (202) 376-2480.

Sincerely,

Todd S. Hageman
Reports Analyst
Reports Analysis Division
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s 2

8. Full Nome, Mailing Address end ZiP Code of Loan Source Original Amount i Balance O\Rs’u\ding nt
House, Wallace, & Jewell, P.A. i Clos of This Period
925.00 925.00

3800 TCBY Tower Building
Little Rock, AR 72201
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TQTALS This Period (tsst page in this line only) 4,262,50

Carry eutstinding balance only to LINE 3, Schedule D, for this tina, Nnmo.mthMofmm.




Joanne H. Sorn, Tteasutet RIS

Wallace, Dover and Dixon Political‘“’
Action Committee

3800 Capitol Tower

Little Rock, AR 72201

Identification Number: C00206508

Reference: 30 Day Post-General Report (10/1/88-11/28/88)

Dear Ms. Sorn:

This letter is prompted by the Commission‘'s preliminary
review of the report(s) referenced above. The review raised
questions concerning certain information contained in the
report(s). An itemization follows:

-Please provide a Schedule B_to support the entry
reported on Line 24 of the Detailed Summary Page. All
loans repaid by your committee must be itemized on
Schedule B, regardless of the amount. 2 URSEC!
434 (b) (5) (D).

A written response or an amendment to your original
report (s) correcting the above problem(s) should be filed with
the Federal Election Commission within fifteen (15) days of the
date of this letter. If you need assistance, please feel free to
contact me on our toll-free number, (800) 424-9530. My local
number is (202) 376-2480.

Sincerely,

\/4

i e

Todd S. Hageman i
Reports Analyst ;
Reports Analysis pivision




FEDERAL ELECTION C
WASHINCTON, D.C. 20463 i

Joanne H. Sorn, Treasurer

Wallace, Dover and Dixon Politieal
Action Committee

3800 Capitol Tower

Little Rock, AR 72201

Identification Number: C€00206508

v

Reference: Year End Report (11/29/88-12/31/88)

Dear Ms. Sorn:

This letter is prompted by the Commission's preliminary
review of the report(s) referenced above. The review raised
questions concerning certain information contained in the
report(s). An itemization follows:

-Please provide a Schedule B to support the entry
reported on Line 24 of the Detailed Summary Page. Al
loans repaid by your committee must be itemized on
Schedule B, regardless of the amount. 23 U SaCe
434 (b) (5) (D).

A written response or an amendment to your original
report(s) correcting the above problem(s) should be filed with
the Federal Election Commission within fifteen (15) days of the
date of this letter. If you need assistance, please feel free to
contact me on our toll-free number, (800) 424-9530. My local
number is (202) 376-2480.

Sincerely,

/ //éw

Todd S. Hageman 5
Reports Analyst |
Reports Analysis ﬁivision




R e i
1 TOIAS 8 NENTUCHKY 3 CRETINCY OF COLUMBIA

i

April 20, 1989

Mr. Todd S. Hageman
Federal Election Commission
999 E. Street, N.W.
Washington, D.C. 20463

RE: Wallace, Dover & Dixon Political Action Committee
30 Day Post-General Reports of
1. 1,88 thru 3/31/88
. 7/1/88 thru 9/30/88
. 10/1/88 thru 11/28/88
11/29/88 thru 12/31/88

Dear Mr. Hageman:

This correspondence is in response to your inquiries of April
5, 1989 regarding the above-listed reports. As for reports 1 and
2 above and the loans reported therein, as of this writing the
balance owed by the PAC to the connected organization was $837.50.
This balance was paid off by a check of even date, a copy of which
is enclosed.

As for reports 3 and 4 above and the need for schedules B,
such schedules are enclosed herein.

I hope the information included herein is sufficient for your
inquiry. If you need additional information, please let me know.
Thank you for your guidance in this matter.

Sincerely,

WALLACE, DOVER & DIXON

. e
- . - - T
L e < 7 L~ e gl B
< s rd el L
R
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Mr. Todd S. Hageman

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

RE: W
Dear Mr. Hageman:

This correspondence is in response to your inquiry of May 4,
1989 and our conversation of May 24, 1989. Specifically, your
agency requested that we document the repayment of $2,20Q.00 from
the Political Action Committee back to the connected
organization, Wallace, Dover & Dixon. As I explained in our
conversation, the Political Action Committee and the connected
organization maintained bank accounts in the same bank.
Repayments of the amounts in issue were made over a period of
time from January 1, 1989 through April 15, 1989. 1Instead of
actual payments, the repayments were facilitated through mere
account transfers and corresponding book entries. A Schedule B
is included herein showing the dates of the account transfers.
These payments have not been reported earlier because the report
in which they would be included is not yet due.
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As I indicated in our correspondence of April 20, 1989, the
balance previously owed by the Political Action Committee to the
connected organization has been paid in full. I hope that such
payment has now been finally documented. If you need additional
information, please let me know. Thank you for your assistance
in this matter.

Sincerely,

WALLACE, DOVER & DIXON
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J. Cal McCastlain

JCM/bkd




NAME OF COMMITTEE lin Full = BRI
Wallace, Dover &5Qixon‘PAc Committee

- Full Name, Mailing Addres snd ZIP Code

Wallace Dover & Dixon PAC
3800 ‘TCBY Tower Building
Little Rock, AR 72201

' Disbursement for:

Purpose of Oldbwrsement
Loan Repayment

UWM L] Genersi
[ ] Other tspecityl

Disbursement This Period
287.50

. Full Name, Mailing Address snd 2IP Code

Wallace Dover & Dixon PAC

3800 TCBY Tower Building
Little Rock, AR 72201

Purpose of Disbursement
Repayment of Loan

Disbursement for:

Primary | | General
[ Other tspecity)

Amount of Esch
Disburssment This Period

262.50

. Full Name, Mailing Address and ZIP Code

Wallace Dover & Dixon

3800 TCBY Tower Building
Little Rock, AR 72201

Purpose of Disbursement
Loan repayment

Disbursement for: L_] Primary L_JGmml
[ ] Other (specity)

Amount of Each
Disbursement This Period

275.00

. Full Name, Mailing Address and ZIP Code

Wallace Dover & Dixon PAC
3800 TCBY Tower Building
Little Rock, AR 72201

Purpose of Disbursement

Repayment of loan

Date (month,
day, year)

2-15-89

Disbursement for: UPrimory I__IGoneul
'_‘ Other (specify)

Amount of Esch
Disbursement This Period

275.00

. Full Name, Mailing Address and ZIP Code

Wallace Dover & Dixon PAC
3800 TCBY Tower Building
Little Rock ,AR 72201

Purpose of Disbursement

Repayment of loan

Date (month,
day, yeer)

3=1=89

Disbursement for: [_]Primary | lGencnl
'—] Other (specify)

Amount of Esch
Disbursement This Period

275.00

. Full Name, Mailing Address and ZIP Code

Wallace Dover & Dixon PAC
3800 TCBY Tower Building
Little Rock, AR 72201

Purpose of Disbursement

REpayment of loan

Date (month,
day, year)

3~15=89

Disbursement for: l IPrimary [__lGenenl
Other {specify)

Amount of Each
Disbursement This Period

275.00

. Full Name, Masiling Address and 21P Code

Wallace, Dover & Dixon PAC
3800 TCBY Tower Building
Little Rock, AR 72201

Purpose of Disbursement

Repayment of loan

Date (month,
day, year)

4-1-89

Disbursement for: u Primary LJ General
[ Jorther tspecity)

Amount of Each ‘
Disbursement This Period |

275.00

. Full Name, Mailing Address and ZIP Code

Wallace Dover & Dixon PAC
3800 TCBY Tower Building
Little Rock, AR 72201

Purpose of Disbursement

Repayment of loan

Date (month,
day, year)

4-15-89

Disbursement for: | IPrimarv l ]General
_—l Other (specity)

Amount of Each
Disbursement This Period |

275.00 ‘

Full Name, Mailing Address and ZIP Code

Purpose of Disbursement

Date (month,
day, year)

Disbursement for: l_l Primary u General

_l Other (specify)

Amount of Each
Disbursement This Period

UBTOTAL of Disbursements This Page {0DtIONal) . . - - - - . oo ettt e e e e e e e e e e e e e >

TOTAL This Period (last page this line number only) . . ... ... . . ittt ietaaaneananieasnaennaaaneanans >

2,200.00
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: h‘?bhruary 3 : :990
Wallaco. Dovo: & Dixon, Pk,
J. Cal MoCastlain
Political Action cOnnittno

As of February 1, 1990, for all practical purposes, the laﬁ
firm of Wallace, Dover & Dixon, P.A. was no longer in business.
Also, as of that same date I became an employee of Dover & Dixon,

P.A. a separate legal entity.

To the extent I must clarify, I hereby resign as Treasurex of
the Wallace, Dover & Dixon, P.A. Political Action Committee.

7 [
Cal McCastlain
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425 W. Capitol, Suite 3800

C00206508.

CITY, STATE and ZIP CODE
Little Rock, AR 72201

‘sﬁmmwunm
mm«ammw

4. TYPE OF REPORT

@[] Apeit 15 Quarterty Report
[] July 15 Quarterty Report
[[] october 15 Quarterty Report
[[] January 31 Year End Report

[] Juty 31 Mid Year Report (Non-election Year Only)

[X] Termination Repot See attached explanation

()  Isthis Reportan Amendment? || YES [X] no

Monthly Report Due On:

O Feoruary20 0O June20 O October 20

O mach20 O suy20 O November 20
0O Agrit20 O Avgust20 [0 December20
O may20 O september20 [J January 31

D Twelfth day report preceding

(Type of Electon)

election on in the State of
(] iieth day report following the General Election on

in the State of

SUMMARY

Covering Period 1/01/90 through ___6/30/90

COLUMN A
This Period

(@) Cashon Hand January 1, 19_90 .

(b) Cash on Hand at Beginning of Reporting Period

(©)  Total Receipts (from Line 18) . I1hterest .

(d)  Subtotal (add Lines 6(b) and 6(c) for Column A and
Lines 6(a) and 6(c) for Column B)

$
$

Total Disbursements (from Line 28) .

$ -0-

Cash on Hand at Close of Reporting Period (subtract Line 7 from Line 6(d))

$ 3,633.51

Debts and Obligations Owed TO the Committee
(itemize all on Schedule C and/or Schedule D) .

For turther information

-0- contact:

10.  Debts and Obligations Owed BY the Commiittee
(itemize all on Schedule C and/or Schedule D) .

Federal Election Commission
999 E Street, NW
Washington, DC 20463

$  -o-

and complete.

1 centify that | have examined this Report and to the best of my knowledge and belief it is true, correct

Toll Free 800-424-9530
Local 202-376-3120

Type or Print Name ot Treasurer
Darrell Dover, Dean Overstreet

and Charles Reynolds,

S@:ﬁiﬁeﬁsyﬁ& dating, Agents I
/

dod!tflj

WalIace, ve.rT Di1X P.AL
’a) x—,‘-\._&/(

f—dgé‘%‘\

NOTE: Submission of false, erroneous, or incompilete information may subject the person signing this Report to the penalties of 2 U.S.C. §437g.

' FEC FORM 3X

(revised 4/87)




committes which is nol an authorized commitiee & fequired
0 of Receipts and Disbursements on FEC FOAM 3X.
mmmcouumessmrmzsommmaummem
OFFICE OF PRESIDENT OR VICE PRESIDENT MUST FILE ON FEC FORM 3P.
Auvommcouumessmmoeucmmmmmﬂm
REPRESENTATIVES OR SENATE MUST FILE ON FEC FORM 3. i

EN TO ALE
uwmmummmmumﬂ.mm
mmmm:mumhmbm ; of monthly reports as specified

Election Year and Non-Election Yesr Reports

n any calendar year in which there is a “Reguiar” November General Elaction, the
Dwing reports are required:

- Quanerly reports must be filed no later than April 15, July 15, October 15 and
31 of the following calendar year. Each such report must disciose all
actions from the last report filed through the last day of the calendar quarier. A
report is not required to be filed it a pre-election repart is required 10 be flied
D the period beginning on the Sth day and ending on the 15th day afier the close of
calendar quarner.

- Pre-election reports must be filed no later than the 12th day before any primary or
general election in which the commitiee supports (i.e.. makes coniributions to or
expenditures on behalf of) or opposes a candidate and must include all transactions
from the closing date of the last report filed through the 20th day before the election. A
12 QuP)Pre-election Report sent by certified or registerad mail must be malled no later
than the 15th day before the election. A pre-primary election report is not required
contribution(s) or expenditure(s) has been disclosed on a previous report.
AR i must file a 12 Day Pre-general Election Repont.

- A 30 Day Post-general Election Report must be filed no later than 30 days after
the Gevlers! election and inciude all transactions from the closing date of the tast report
filed through the 20th day after the general election.

S Pny other calendar year, the following reports are required:

- id Year Report must be filed no later than July 31 and include transactions
R ry 1 and ending June 30.
- End Report must be filed no later than January 31 of the following calendar

%Wummmmawmmm.

(8) Monthly Reports
reports must be filed no later than 20 days after the last day of the month

and must disclose all transactions from the iast report filed through the last day of the
In Keu of the monthly reports due in November and December for a year in
there is a "Regular November General Election, a 12 Day Pre-general Election
Report must be filed including all transactions from the closing date of the last report
Sled Dwough the 20th day before the election and a 30 Day Post-general Election
Report must be filed including all transactions from the closing date of the pre-election
reporl through the 20th day atter the general election. A Year End Report must be filed
no later than January 31 of the following calendar year and include transactions from
date of the Post-general Election Report through the last day of the

year.

A political committee may elect to change the frequency of its reporting from
Quanerly and semi-annually under (A) 1o monthly under (B) or vice versa. A committee
may change its filing frequency only after notitying the Commussion in writing of its
imention at the time it files a required report under s current filing frequency. The
commitiee will then be required to file the next required report under its new filing
frequency. A committee may change its fiing frequency no more than once per
calendar year.

A document is timely filed upon dekvery 10 the appropniate office (see "Where To
File") by the close of the prescribed filing date or upon deposit as registered or certified
mai in an established U.S. Post Otfice and postmarked no later than midnight of the
day the repont is due, except that Pre-efection Reports so mailed must be postmarked
no later than midnight of the 15th day before the date of the election. Reports and
statements sent by first class mail must be received by the appropnate office by the
close of business of the prescribed filing date to be tmely filed.

WHERE TO FILE
An original and any amendments to an onginal report must be filed as follows:
- Committees which support or oppose only a candidate(s) for the House of

R atives must file with the Clerk of the House of Represematives, Office of
nd Registration, 1036 Longworth House Office Building, Wastungton. D.C.
205 12.

- Commttees which suppon or oppose only a candidale(s) for the Senate must tile
with the Secretary of the Senate. Office ot Public Records, 232 Hart Senate Office
Buitding, Washington, D.C. 20510-7116.

- All other committees must file with the Federal Election Commusswon, 999 E Street,
N.W., Washington, D.C. 20463
- Potitcal commuttees fing FEC FORM 3X must file with the Secretary ot State (or

'Wﬂ&omﬂmsunmmmwdmm” ¥

mmmumm

category. The total figures efiouid be canied forward 1o the Detalled Summiry Page
mmmmmu Detailed Summary Page to the Summary Page.

TREASURER'S RESPONSIDILITIES

A copy of this Report must be preserved by the treasurer of the politioal commitiee
for a period of not less than three years from the date of filing. The treasurer of the
political commitee is personally responsible for the imely and complete Sling of the
report and the aocuracy of any information contained in &.

LINE BY LINE INSTRUCTIONS

1t is recommended that commitiees complete the Detaded Summary Page before
completing the Summary Page.

LINE 1 Please use the mailing (abel we sent you. {f your address has changed or you
do not have a label, print or type the complete name and mailing address of your
committee. (Note: ¥ your mailing tabel has a mistake on it simply mark through and
correct any efrors on i)

LINE 2 Enter the FEC Identification Number assigned 1o the committee.

LINE 3 If the political committes qualified as a “multicandidate committee” during the
reporting period, check this box. “Multicandidate Commitiee™ means a political
committee which: (i) has been registered with the Commission, Clerk of the House of
Representatives or Secretary of the Senate for at least six months; (i) has received
contributions for Federal elections from more than 50 persons; and (i) (except for any
State political party organization) has made contributions to five or more Federal
candidates. inciude the date the committee met the above criteria on the line provided.

LINE 4a) Check the appropniate box for “Type of Report”. if the report is a 12 Day
Pre-election or 30 Day Post-general Election Report, supply the type of election
(primary, general, convention, special or run-off), the date of the election, and the
State in which the election is held.

LINE &(b) U this is an original report, check the "NO" box. If this is an amendment to
a previous report, check the “YES" box.

LINE S Enter the coverage dates for this report. AR activity from the ending
coverage date of the last report filed must be included.

LINE 6(s) Enter the total amount of cash on hand at the baginging of the calendar
year. The term °“cash on hand" includes: currency; balance on deposit in banks,
savings and loan institutions, and other depository institutions; travelers checks
owned by the commitiee; certificates of deposit, treasury bills and other committee
investments valued at cost.

LINE 6(b) Enter the total amount of cash on hand at the beginning of the reporting
penod.

LINE 6(c) Transfer the amounts from Column A and Column B8 of Line 18 to the
corresponding Columns on Line 6(c).

LINE 6(d) Add Lines 6(b) and 6(c) to derive the figure for Column A, and add Lines
6(a) and 6(c) to derive the figure for Column 8.

LINE 7 Transter the amounts trom Column A and Column 8 of Line 28 to the
corresponding Columns on Line 7

LINE 8 For both Column A and Column B subtract Line 7 from Line 6(d) to derive the
figure (which should be the same for both columns) for cash on hand at the close of the
reporting pernod of Line 8

LINE 9 Transter the total amount of debts and obligations owed TO the committee
from Schedule C or D.

LINE 10 Transter the total amount of debts and obligations owed BY the commitiee
from Scheaule C or D




ATTACHMENT TO FEC FORM 3X

Wallace, Dover & Dixon, P.A., an Arkansas professional
corporation, whose employees were contributing to the Wallace,
Dover & Dixon Political Action Committee, ceased the active
practice of law as of February 1, 1990. The corporation has been
in the process of liquidating its assets since that time, and has
had no employees since that time.

The Tre&surer for the PAC resigned effective February 1, 1990,
and no successor has been named.

As part of the liquidation of Wallace, Dover & Dixon, P.A.,
Darrell Dover, Dean Overstreet and Charles Reynolds were named as
liquidating agents to supervise the orderly liquidation of the
corporation.

~ As required by 11 CFR §102.3, and 2 U.S.C. 433(4)(1), the
Federal Election Commission is hereby notified that the residual
funds of the PAC will be paid to Wallace, Dover & Dixon, P.A. as
the sponsoring employer of the PAC, since there is no longer an
active PAC to authorize any other use of such funds.
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FROM:  Lawrence M. "n'l&bl’- y

W

, Gonaral COunsol Ly e
SUBJECT: MUR 2918 --‘wallace. Dover & Dlxon. ﬁ;ha

Attached for the Commission’s review is a brief stating the
position of the General Counsel on the legal and factual issues
regarding the above-captioned respondent in MUR 2978. Copies of
this brief and letters notifying the liquidating agents for this
respondent of the General Counsel’s intent to recommend to the
Commission a finding of probable cause to believe were mailed on
December 14 1990. Following receipt of the agents’ replies to
these notices, this Office will make a further report to the
Commission.

A similar brief was mailed to Dover & Dixon, P.A. on
August 2, 1990. This was done because this Office had been
informed during the investigation of this matter that Wallace,
Dover & Dixon, P.A. had been dissolved and had been succeeded by
Dover & Dixon, P.A. 1In its response to this brief, Dover &
Dixon, P.A. provided documentary evidence establishing that
Wallace, Dover & Dixon, P.A. is presently a corporation in good
standing chartered under the laws of Arkansas. Accordingly, a
new brief is being mailed to the proper corporate respondent.

Also on December 14, 1990, this Office mailed a letter to
Dover & Dixon, P.A. informing them that, based on their
response, this Office would not recommend that the Commission
find probable cause to believe against them.

Attachments
1. Brief
2. Letter to liquidating
agent (Sample)
3. Letter to Dover & Dixon, P.A.

Staff person: T. Buckley
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MUR 2978
Dover & Dixon, P.A.

Dear Mr. Peace:

on August 2, 1990, this Office informed Dover & Dixon, P.A.
that it was prepared to recommend to the Federal Election
Commission that it find probable cause to believe that Dover &
Dixon, P.A. had violated 2 U.S.C. § 441b(a). This
recommendation was to be made based on the conclusions that
Wallace, Dover & Dixon, P.A. had committed such a violation, and
that Dover & Dixon, P.A. was the successor to the firm.

On September 27, 1990, this Office received your response
to this notification. As a result of that response, this Office
now believes that Dover & Dixon, P.A. is not the successor firm
to Wallace, Dover & Dixon, P.A. Accordingly, this Office will
not recommend that the Commission find probable cause to believe
that your firm violated 2 U.S.C. § 441b(a).

The Commission reminds you that the confidentiality
provisions of 2 U.S.C. §§ 437g(a)(4)(B) and 437g(a)(12)(A) will
remain in effect until the entire file has been closed. The
Commisgion will notify you when that occurs.

Should you have any questions, please contact Tony Buckley,
the attorney assigned to this matter, at (202) 376-8200.

awrence M. Noble
General Counsel
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N COMMISSI
December 14, 1990

Dnrroll Dover, llq

Dean Overstreet, | bt
Dover & Dixon, P .A;~#r;
3700 TCBY Tower =
Little Rock, Arkanlal 72201

MUR 2978
Wwallace, Dover & Dixon, P.A.

Dear Gentlemen:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, and information
supplied by J. Cal McCastlain, Joanne Sorn and Larry C. Wallace,
on September 1, 1989, the Federal Election Commission found
reason to believe that Wallace, Dover & Dixon, P.A. violated
2 U.S.C. § 441b(a), and instituted an investigation in this

matter.

After considering all the evidence available to the
Commission, the Office of the General Counsel is prepared to
recommend that the Commission find probable cause to believe
that a violation has occurred. You are being notified of this
action due to your status as a liquidating agent for Wallace,
Dover & Dixon, P.A. A notification is also being sent to

Charles Reynolds.

The Commission may or may not approve the General Counsel’s
recommendation. Submitted for your review is a brief stating
the position of the General Counsel on the legal and factual
issues of the case. Within 15 days of your receipt of this
notice, you may file with the Secretary of the Commission a
brief (ten copies if possible) stating your position on the
issues and replying to the brief of the General Counsel. (Three
copies of such brief should also be forwarded to the Office of
the General Counsel, if possible.) The General Counsel’s hkrief
and any brief which you may submit will be considered by the
Commission before proceeding to a vote of whether there is
probable cause to believe a violation has occurred.

If you are unable to file a responsive brief within 15
days, you may submit a written request for an extension of time.
All requests for extensions of time must be submitted in writing
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7 T qﬁires that the
, A " -period of not less
; ,sthan 90 dayl, to ett e this matter ‘
through a caneiltttion agre-nnut. ' 8 oA

should you havn any qucations. ploana contact Tony Buckley,
the attorney assigned to thil matter, at (202) 376-8200.

awrence M.
General Counsel

Enclosure
Brief
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LECTION COMMISSION
DC 20463 ' PSR

December 14; 1990

Charles Reynolds, Esg.

Cross & Gunter

425 West Capitol

Suite 3900

Little Rock, Arkansas 72201

RE: MUR 2978
Wallace, Dover & Dixon, P.A.

Dear Mr. Reynolds:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, and information
supplied by J. Cal McCastlain, Joanne Sorn and Larry C. Wallace,
on September 1, 1989, the Federal Election Commission found
reason to believe that Wallace, Dover & Dixon, P.A. violated
2 U.S.C. § 441b(a), and instituted an investigation in this
matter,

After considering all the evidence available to the
Commission, the Office of the General Counsel is prepared to
recommend that the Commission find probable cause to believe
that a violation has occurred. You are being notified of this
action due to your status as a liquidating agent for Wallace,
Dover & Dixon, P.A. A notification is also being sent to
Messrs. Darrell Dover and Dean Overstreet.

The Commission may or may not approve the General Counsel’s
recommendation. Submitted for your review is a brief stating
the position of the General Counsel on the legal and factual
issues of the case. Within 15 days of your receipt of this
notice, you may file with the Secretary of the Commission a
brief (ten copies if possible) stating your position on the
issues and replying to the brief of the General Counsel. (Three
copies of such brief should also be forwarded to the Office of
the General Counsel, if possible.) The General Counsel’s brief
and any brief which you may submit will be considered by the
Commission before proceeding to a vote of whether there is
probable cause to believe a violation has occurred.

If you are unable to file a responsive brief within 15
days, you may submit a written request for an extension of time.
All requests for extensions of time must be submitted in writing
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‘ date. and gand cause must be
on, the Office of the General Counlol
ixtensions beyond 20 days. ' 3

a,:ﬁ?ﬁﬁibla<cause to believe requires that tho
1 Counsel attempt for a period of not less
than 90 days, to settle this matter

through‘a eonciliat on agreement.

Shculd you huv. any questions, please contact Tony Buckley,
the attorney asslqncd to this matter, at (202) 376-8200.

Sincerely,
(LA /
Lawrence M. Noble

General Counsel

Enclosure
Brief
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_ THE PEDERAL ELECTION COMMISSION
In the Hatﬁq_;éé  Tint e ) o A W
wallace, Dover & Dixon, P.A. ; _ﬁun'297e
' ' GENERAL COUNSEL’S BRIEF

I. STATEMENT OF THE CASE

The Wallace, Dover & Dixon Political Action Committee (the
“Committee™) and J. Cal McCastlain, as treasurer, were referred
to the Office of the General Counsel by the Reports Analysis
Division ("RAD") for receiving loans from the Committee’s
connected organization, Wallace, Dover & Dixon, P.A. (the
"firm"). The Committee had reported the receipt of three loans
totalling $5,020 from the firm between January 5, 1988 and
February 24, 1988, and the receipt of yet another $925 loan from
the firm on August 9, 1988. The Committee also reported making
21 repayments to the firm between March 1, 1988 and April 20,
1989.

On September 1, 1989, the Commission found reason to
believe that the firm had violated 2 U.S.C. § 441b(a) by making
corporate contributions to the Committee. This Office received
responses to this finding on October 16, 1989, in which Larry C.
Wallace, the managing partner of the firm, requested that the
Commission find that no violation had occurred and that no
further action be taken against the firm. Affidavits were
submitted by Mr. Wallace and J. Cal McCastlain, in which they
contended that the information contained in the Committee’s
reports, which served as the basis for the Commission’s finding

of reason to believe, was in error.
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According to Mr. Wallace’s agfidavit, the 1988 April and

October Quartorly Reports w§¥o¥1n §tiat‘to the extent thiy,
indicated that the firm loaﬁtd‘fﬁﬁdi to the Committee, and to
the extent they indicated tﬁat thQLCOmmittee was repaying thé
firm for any such loans. As Mr. Wallace explained, "[f]lunds
contributed to the PAC and the subject of such reports actually
represent personal contributions to the PAC by the Shareholders
of the Firm,” and the shareholders "funded their respective
contributions by receiving advances from the Firm." Further,
"(i)lnstead of writing separate checks to each Shareholder, the
Firm merely acted as an agent for each Shareholder and forwarded
the Shareholders’ contributions to the PAC in lump sums. Those
contributions were intended to be actual contributions to the
PAC and not loans. Likewise, the PAC was not required, nor
expected, to repay those contributions." Finally, as regards
these transactions, Mr. Wallace stated that the "Shareholders
repaid their respective advances through subsequent payroll
deductions. The Shareholders have paid these amounts in full
from their personal funds."

Subsequently, on January 30, 1990, the Commission rejected
Respondent’s request that it take no further action and, because
the responses were at odds with the Committee’s reports and thus
rendered difficult a complete understanding of what had
occurred, the Commission also authorized interrogatories and
requests for production of documents to be sent to the firm, the

Committee, and Joanne Sorn, the former treasurer of the

Committee.
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A relP’nsilﬁii*rfccived from Ms. Sorn on March 5, 1990.*” *.
She stated that’”tloﬁnsl of $2,500, $300 and $2,200 from [Hbui‘,
Wallace & Jewell, P.A.l1 to the Committee were made to fund’thi
Committee’s contributions to candidates from January, 1988 to
March, 1988. These [loans) were necessary because the Committee
checking account had insufficient funds for all desired
candidate contributions for the quarter." Ms. Sorn continued by
saying that the Committee account was normally funded through
payroll deductions, but that what had been received from payroll
deductions had been insufficient to cover the desired
contributions for that quarter. "The transfers/loans were to be
repaid through continued payroll deduction of the Committee
participants."” Ms. Sorn stated further that the loan of $925
from the firm to the Committee which was reported on the 1988
October Quarterly Report was handled in a similar fashion, with
the Committee wanting to make contributions for which it had
inadequate funds. As a result, the firm again lent monies to
the Committee for the purpose of making these contributions, and
the Committee again repaid these loans through monies received

from shareholders by means of sucsequent payroll deductions.2

1. House, Wallace and Jewell, P.A. is the predecessor law firm to
wWallace, Dover & Dixon, P.A.

2. Ms. Sorn claims that she did not believe that the loans
reported on the 1988 October Quarterly Report were permissible.
Her understanding, however, was not based on the fact that illegal
corporate contributions were involved, but rather on the belief
that the firm "had already ‘loaned’ the maximum allowed under FEC

rules.”
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et }was rcccivc  ' ou-‘t. wallace on April 2. 40
1990, he nptczy ltatcd that h- hld :nnignod as a shareholder, i
officer and dirc‘tc: of Wallaco. oovor & Dixon, P.A. in January;
1990.. Wallacc. bav¢t>& Dixon, P.A._has not responded.
Rospondcnt‘has‘notichanged its original assertion that no
violation occut:od and that the Commission should take no
further action.

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

corporation to make a contribution in connection with a federal
election. 1Included within the definition of contributions are
loans. 2 U.S.C. § 441b(b)(2). Pursuant to 2 U.S.C.

§ 441b(b)(2)(C), a corporation may legally participate in
financing federal political activity by setting up a separate
segregated fund and soliciting voluntary contributions to that
fund. While a connected organization may pay the administrative
costs of its separate segregated fund, for such payment to be
legally sufficient the connected organization must either pay
the expenses directly or deposit funds in an account segregated
from voluntary contributions received by the fund. See, e.g.,
MUR 1544.

On its 1988 April Quarterly Report, the Committee reported
three loans from its connected organization: a January 5, 1988
loan in the amount of $2,500; a February 8, 1988 loan in the
amount of $300; and a February 24, 1988 loan in the amount of
$2,220. On its 1988 October Quarterly Report, the Committee

reported an August 9, 1988 loan from its connected organization
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in the .‘agh_‘,gfggég,f As~th§“rcs§§ﬁjo of Joanne Sorn makes
clear, tﬁ&ioyloan- Qotc no£>uledAtat the one legitimate purposd
allowed of transfers from a corporation to its separate
segregated tund. i.e., payment ofytho administrative costs of
the COllittec; Instead, they were used directly by the
Committee to make contributions in the absence of sufficient
voluntary contributions. The other two affidavits submitted do
not dispute this. Accordingly, the making of these corporate
loans constituted a violation of 2 U.S.C. § 441lb(a). This
Office recommends that the Commission find that there is
probable cause to believe that Wallace, Dover & Dixon, P.A.
violated 2 U.S.C. § 441b(a) by making corporate contributions
totalling $5945.

III. GENERAL COUNSEL’'S RECOMMENDATIONS

3 ) Find probable cause to believe that Wallace, Dover & Dixon,
P.A. violated 2 U.S.C. § 441lb(a).

/ )\// V/f/ : {zw//L/%/

Date /* Lawrence M. Noble
General Counsel
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GENERAL COUNSEL'’S REPORT
I. BACKGROUND
The Wallace, Dover & Dixon Political Action Committee (the
"Committee”) and J. Cal McCastlain, as treasurer, were referred

to the Office of the General Counsel by the Reports Analysis

6

Division ("RAD") for receiving loans totalling $5,945 from the

Committee’s connected organization, Wallace, Dover &

Dixon, P.A. (the "firm"), in violation of 2 U.S.C. § 441b(a).
The Committee had reported the receipt of three loans totalling
$5,020 from the firm between January 5, 1988 and February 24,
1988, and the receipt of yet another $925 loan from the firm on

QY
<
a
o
<
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August 9, 1988. The Committee also reported making 21
repayments to the firm between March 1, 1988 and April 20, 1989.

On September 1, 1989, the Commission found reason to believe
that the firm and the Committee each violated 2 U.S.C. § 441b(a)
by making and accepting corporate contributions respectively.

II. ANALYSIS (the General Counsel’s Briefs are incorporated
herein by reference)

Pursuant to 2 U.S.C. § 441b(b)(2)(C), a corporation may
legally participate in financing federal political activity by
setting up a separate segregated fund and soliciting voluntary

contributions to that fund. Pursuant to 2 U.S.C. § 441b(a), it
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is unlawful for any political committee to knovingly nccopt a
contribution from a corporation. Includcd vtthtn thc dotlnttinn;: “
of contributions are loans. 2 U.5.C. § 441b(b)(2). While a
connected organisation may pay the administrative costs of its
connected organiszation, for such payment to be legally
sufficient, the connected organization must either pay the
expenses directly or deposit funds in an account segregated from
political contribution funds. See, e.g., NUR 1544.

On its 1988 April Quarterly Report, the Committee reported
three loans from its connected organization: a January 5, 1988
loan in the amount of $2,500; a February 8, 1988 loan in the
amount of $300; and a Pebruary 24, 1988 loan in the amount of
$2,220. On its 1988 October Quarterly Report, the Committee
reported an August 9, 1988 loan from its connected organization
in the amount of $925. As the response of Joanne Sorn makes
clear, the funds which comprised these loans were not used for
the one legitimate use allowed of transfers from a corporation
to its connected organization: payment of the administrative
costs of that connected organization. Instead, they were used
directly by the Committee to make contributions. The other two
affidavits submitted do not dispute this. Accordingly, the
making and acceptance of these loans constitute violations of
2 U.S.C. § 441b(a).

The treasurer of the Committee, J. Cal McCastlain, has
submitted a brief in which he argues only that he personally is
not liable for any violations committed by the Committee, as he

was not treasurer at the time of the violations, and that he no
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longer is treasurer. Attachment 1. MNr. lééigt;lﬁn states th§§ f
he became treasurer of the Committee in mid-October 1988, and
that he signed the 1988 October Quarterly Report as treasurer.

According to Mr. McCastlain, the Commission’s policy as to
naming the treasurer as a respondent along with the committee
"must provide flexibility when it is determined that (1) the
policy would cause an improper respondent to be named, (2) a
more appropriate respondent could be named, or (3) the policy
would cause an injustice.”

Mr. McCastlain contends that it is clear he is not the

proper respondent for several factors. He was not involved with

1

the Committee at the time of the violations. He has no direct

knowledge of the violations. He is no longer treasurer and is
no longer associated with the Committee. He was never a
principal in the firm, and indeed was only with the firm three
months when he was appointed treasurer and had only known of the
Committee’s existence for two days before he signed the 1988
October Quarterly Report. Finally, Mr. McCastlain states that
while serving as treasurer all of his actions were proper.
Under Commission policy, the current treasurer of a
committee is named as a respondent along with that committee so
as to give the Commission one individual with whom to deal
regarding a matter under review. Thus, of all of the reasons

given by Mr. McCastlain as to why he should not be considered a

1. However, he signed (although he did not prepare) the 1988
October Quarterly Report which disclosed the $925 loan which was
made to the Committee by the firm in Augqust 1988.




respondent as ttcusurot ot the co-nitteo. the only rolovant ouo

is that Nr. NcCastlain iu purpa:todly no longer tr.llut.t.
However, although Nr. NcCastlain has claimed to have resigned as

treasurer, the Committee has not amended its statement of
organization so as to designate a newv treasurer, nor is this
Office aware that a successor treasurer has been selected.
Accordingly, J. Cal HMcCastlain remains as treasurer of the
Committee in the Commission’s eyes, and should remain as a

respondent.
Mr. McCastlain does not argue that the Committee did not

commit any violations. No response brief has been received on

behalf of wWallace, Dover & Dixon, P.A.z

Therefore, this Office recommends that the Commission find
that there is probable cause to believe that Wallace, Dover &

Dixon, P.A. and the Wallace, Dover & Dixon Political Action

2. Initially, this Office intended to recommend to the Commission
that it find probable cause to believe against Dover & Dixon,
P.A., a firm which this Office had been informed was the successor
firm to Wallace, Dover & Dixon, P.A., and a brief was mailed to
Dover & Dixon, P.A. informing them of this intended action. 1In
their response, Dover & Dixon, P.A. informed this Office that
Wallace, Dover & Dixon, P.A., although in the process of
dissolving, was still a valid corporation. Accordingly, this
Office determined that no recommendation would be made against
Dover & Dixon, P.A. and mailed a new General Counsel’s Brief to
the three liquidating agents for Wallace, Dover & Dixon, P.A. No
response has been received to this second brief.
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RECONMMENDATIONS

Find probable cause to believe that Wallace, Dover &
Dixon, P.A. violated 2 U.S.C. § 441b(a).

Find probable cause to believe that the Wallace, Dover &
Dixon Political Action Committee violated 2 U.S.C.

§ 441b(a).

3. The Committee has already repaid the entire amount of the
loans. Repayments had commenced in March, 1988 and were completed
in April 1989. Repayments were reported on the 1988 April
Quarterly, 1988 July Quarterly, Amended 1988 30 Day Post-General,
and Amended 1988 Year-End Reports. Repayments made in 1989 were
reported to RAD by the Committee’s treasurer in a letter dated
June 2, 1989. At that time, the treasurer included a Schedule B
which itemized the date and amount of each repayment, but which

was unattached to any quarterly report.
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Attachments:
1. Respondent’s Brief
2. Conciliation Agreements (2)

Date
General COunsol

Staff assigned: Tony Buckley
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BEFORE THE FEDERAL ELECTION COHHISSIOK

In the Matter of
MUR 2978
Wallace, Dover & Dixon, P.A.;
Wallace, Dover, & Dixon Political
Action Committee and J. Cal
McCastlain, as treasurer.

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal
Election Commission, do hereby certify that at the
executive session of March 26, 1991, the Commission
decided by a vote of 4-0 to reject the recommendations
contained in the General Counsel’s report dated
March 19, 1991, and instead take the following actions
in MUR 2978:

1. Take no further action and close the file
in this matter.

2. Direct the Office of General Counsel to
send an appropriate letter pursuant to
the discussion held at the meeting of
March 26, 1991.
Commissioners Aikens, Josefiak, McDonald, and McGarry
voted affirmatively for the decision; Commissioners
Elliott and Thomas were not present.

Attest:

Date Marjorie W. Emmons
cretary of the Commission
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| WASHINGTON, D.C. 20463

April 19, 1991

Darrell Dover, Esq.

Dover & Dixon, P.A.

3700 TCBY Tower

Little Rock, Arkansas 72201

RE: MUR 2978
Wallace, Dover & Dixon, P.A.

Dear Mr. Dover:

On September 29, 1989, Wallace, Dover & Dixon, P.A. (the
“"firm") was notified that the Federal Election Commission found
reason to believe that the firm violated 2 U.S.C. § 441b(a). On
October 16, 1989, the firm submitted a response to the
Commission’s reason to believe finding.

On December 14, 1990, this Office informed you, Dean
Overstreet, and Charles Reynolds, as liquidating agents of the
firm, of its intention to recommend to the Commission that it
find probable cause to believe that the firm violated 2 U.S.C.
§ 441b(a). A copy of the General Counsel’s Brief was sent to
you at that time. No response to this notification was
received.

After considering the circumstances of the matter, the
Commission determined on March 26, 1991, to take no further
action against the firm, and closed the file. The file will be
made part of the public record within 30 days. Should you wish
to submit any factual or legal materials to appear on the public
record, please do so within ten days of your receipt of this
letter. Such materials should be sent to the Office of the

General Counsel.

I1f you have any questions, please contact Tony Buckley, the
attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

)

LOTs . Lerner
Associate General Counsel
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 19, 1991

J. Cal McCastlain, Rsq. :
5820 Hawthorne Road : i
Little Rock, Arkansas 72207 5 “

RE: MUR 2978
Wallace, Dover & Dixon
Political Action Committee
and J. Cal McCastlain, as
treasurer

Dear Mr. McCastlain:

Oon September 21, 1989, you were notified that the Federal
Election Commission found reason to believe that the Wallace,
Dover & Dixon Political Action Committee (the "Committee”) and
you, as treasurer, violated 2 U.S.C. § 441b(a). On October 16,
1989, you submitted a response to the Commission’s reason to
believe finding.

on August 2, 1990, this Office informed you of its
intention to recommend to the Commission that it find probable
cause to believe that the Committee and you, as treasurer,
violated 2 U.S.C. § 441b(a). A copy of the General Counsel’s
Brief was sent to you at that time. On October 2, 1990, you
submitted a response to the General Counsel’s Brief.

After considering the circumstances of the matter, the
Commission determined on March 26, 1991, to take no further
action against the Committee and you, as treasurer, and closed
the file. The file will be made part of the public record
within 30 days. Should you wish to submit any factual or legal
materials to appear on the public record, please do so within
ten days of your receipt of this letter. Such materials should
be sent to the Office of the General Counsel.

If you have any questions, please contact Tony Buckley, the
attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble

Assocdiate General Counsel
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