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The People of the State of New York, by their attorney, Letitia James, Attorney
General of the State of New York, respectfully allege as follows:

PRELIMINARY STATEMENT

1. For 149 years, the National Rifle Association of America, Inc. (the “NRA” or the
“Association”) has operated as a New Y ork not-for-profit, charitable membership corporation. As
a New York charity, the NRA is legally required to serve the interests of its membership and
advance its charitable mission.

2. For nearly three decades, Wayne LaPierre has served as the chief executive officer
of the NRA and has exploited the organization for his financial benefit, and the benefit of a close
circle of NRA staff, board members, and vendors. Contrary to his statutory duties of care, loyalty
and obedience to the mission of the charity, LaPierre has undertaken a series of actions to
consolidate his position; to exploit that position for his personal benefit and that of his family; to
continue, by use of asecret “poison pill contract,” his employmentevenafter removal and ensuring
NRA income for life; and to intimidate, punish, and expel anyone at a senior level who raised
concerns about his conduct. The effect has been to divert millions of dollars away from the NRA’s
charitable mission, imposing substantial reductions in its expenditures for core program services,
including gun safety, education, training, member services and public affairs. During the period
2015 to 2018, the NRA has reported a reduction in unrestricted net assets by $63 million.

3. In his role as Executive Vice President, LaPierre has significant discretion and
authority in hiring, promoting, and retaining NRA employees, in nominating directors to the NRA
Board, and in contracting with vendors. LaPierre has a fiduciary obligation to exercise that
discretion and authority in the best interests of the organization. Instead, LaPierre often hired and

retained individuals in senior positions at the NRA, or as NRA contractors, whom he believed
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would aid and enable him to control the organization, regardless of their skills, experience,
integrity or contribution to the charitable mission.

4. LaPierre has also relied upon senior leadership on the NRA Board who have failed
to exercise independentoversightand instead facilitatedand endorsed LaPierre’s improper actions
that were not in the best interest of the NRA.

5. Among the senior executives that LaPierre handpicked to facilitate his misuse of
charitable assets were Defendants Wilson “Woody” Phillips, Joshua Powell, and John Frazer
(together with LaPierre, the “Individual Defendants”). LaPierre hired and retained each of them
despite their lack of skills or experience for theirrespective roles and responsibilities. Despite their
lack of experience, LaPierre entrusted them with substantial authority for managing and
administering the NRA’s charitable assets and bearing responsibility for the NRA’s legal
compliance. In accordance with the NRA bylaws, each of them was under LaPierre’s authority
and within the scope of his supervisory responsibility. Like LaPierre, each of them regularly
ignored, overrode or otherwise violated the bylaws and internal policies and procedures that they
were charged with enforcing. As a result of these repeated violations, charitable assets were
diverted to benefit NRA insiders and favored vendors.

6. At LaPierre’s direction, Phillips, the Treasurer and Chief Financial Officer from
1992 until 2018, instituted a practice whereby millions of dollars in entertainment and travel
expenses incurred by NRA executives were billed to the NRA as disbursements by the NRA’s
largest vendor. This practice evaded both the NRA’s own accounting and Board-established
expense reimbursement process, and IRS requirements for proper expense reimbursement.
LaPierre, Phillips, and Powell regularly used this pass-through arrangement to conceal private

travel and other costs that were largely personal in nature, wasting substantial charitable resources
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and exposing the NRA to millions of dollars of potential liability for violation of IRS reporting
requirements.

7. Powell, Chief of Staff, Executive Director of General Operations, and Senior
Strategist, was given pay increases, at LaPierre’s direction, that nearly tripled his salary in less
than three years, despite complaints of abusive behavior, and evidence of illegal conduct and
inappropriate spending. Within a year after LaPierre designated Powell to lead the NRA’s
compliance program, he was fired for falsifying his travel expenses.

8. LaPierre’s choice as General Counsel, Frazer, had only a brief 18-month tenure in
private practice and was unprepared to manage the legal and regulatory affairs of the NRA. Frazer
also serves as the corporation’s Secretary but has little knowledge of the requirements of New
York law governing not-for-profit corporations. For example, Frazer repeatedly failed to ensure
that the NRA’s many related party transactions with NRA insiders were being reviewed or
properly considered by NRA officersand directors in accordance with New York law. He also
failed to maintain and enforce whistleblower and conflict of interest policies that met the
requirements of applicable law.

9. With the assistance of Phillips, Powell and Frazer, LaPierre abused his position as
a fiduciary to the NRA to obtain millions of dollars in personal benefits in the form of undisclosed,
excessive compensation, which includes in-kind benefits and reimbursements from the NRA and
its vendors. For example,

i. LaPierre has spent millions of dollars of the NRA’s charitable assets for private plane
trips for himself and his family, including trips for his family when he was not present.

ii. In the last five years, LaPierre and his family have visited the Bahamas by private air
charter on at least eight occasions, at a cost of more than $500,000 to the NRA. On
many of those trips, LaPierre and his family were gifted the use of a 107-foot yacht
owned by an NRA vendor.
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iii. LaPierre received hundreds of thousands of dollars in gifts from another NRA vendor
in the form of complimentary safaris in Africa and other world-wide locations for
himself and his spouse.

10.  LaPierre, with the aid of Phillips, Powell and Frazer, procured personal financial
benefits for board members, vendors and even former employees. In doing so, they violated NRA
policy on contracting and business ethics, as well as legal mandates on conflicts of interest, related
party transactions, and prohibitions on ex gratia payments. For instance, LaPierre and Phillips
entered into post-employment agreements with departing officers and employees that provided
excessive payments in exchange for little, if any, services and non-disclosure/non-disparagement
agreements. Powell secured contracts that benefited his family members without disclosure of his
familial relationship. And Frazer permitted the NRA to secretly pay millions of dollars to several
board members through consulting arrangements that were neither disclosed to, nor approved by,
the NRA Board.

11.  Efforts to question or challenge LaPierre’s leadership are quashed or ignored. For
example, LaPierre retaliated against the NRA President after personally lobbying him to take on
the position. LaPierre withdrew his critical support after the President began to independently
assess the governance of the NRA upon learning of complaints by whistleblowers, senior staff and
donors. Senior members of the NRA’s financial staff jointly made a formal whistleblower
complaint to the Audit Committee of the NRA Board in 2018 itemizing numerous practices that
abused NRA assets. Employees also complained about Powell’s practices and behavior, which
LaPierre, himself, described as “abusive.” But these complaints were never properly investigated
or meaningfully addressed. Defendants failed to comply with, maintain, and ensure compliance

with whistleblower policies consistent with New York law and permitted or personally retaliated

against those who questioned their wrongdoing.
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12. As a result of these failures, the NRA, at the direction of the Individual Defendants
and with a series of failures of required oversight by its Board, has persistently engaged in illegal
and unauthorized activities in the conduct and transaction of its business. Individual Defendants—
in their roles as officers and directors—routinely circumvented internal controls; condoned or
partook in expenditures that were an inappropriate and wasteful use of charitable assets; and
concealed or misreported relevant information—made possible by the Board’s negligent oversight
of management—rendering the NRA’s annual reports filed with the Attorney General materially
false and misleading. Defendants abdicated all responsibility for ensuring that the NRA’s assets
were managed prudentlyand in good faith. The Attorney General commencedthis action in August
2020. The original complaint provided the Defendants with detailed factual allegations about the
NRA’s pastand ongoing governance failures. Despite havingthis information, the Defendants and
the Board failed to take appropriate action to investigate the allegations and failed to adequately
remediate identified deficiencies.

13.  Instead, since the commencementofthis action, the Defendants failed to adequately
investigate the allegations in the complaint, undertook an incomplete and opaque process that
failed to reliably identify excess benefits received by NRA officers and directors, and failed to
adequately instruct and oversee the work of the NRA’s new external audit firm. Shortly after the
NRA’s Chief Financial Officer attempted to verify representations in the NRA’s Form 990 for
2019, LaPierre fired him. And in January 2021, LaPierre, with the knowledge and approval of a
small group of loyalists but without the knowledge or approval of the full Board, filed a petition
under Chapter 11 of the U.S. Bankruptcy Code in Texas in an attempt to evade this action.
LaPierre’s process for unilaterally authorizing the bankruptcy was found by the bankruptcy court

to be “nothing less than shocking.” Following an expedited discovery schedule and trial that cost
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the NRA tens of millions of dollars in legal fees and other costs, the court concluded the bankruptcy
petition was not filed in good faith and dismissed the proceeding. The court also warned that,
“should the NRA file a new bankruptcy case, [it] would immediately take up some of'its concems
about disclosure, transparency, secrecy, conflicts of interest of officers and litigation counsel, and
the unusual involvement of litigation counsel in the affairs of the NRA, which could cause the
appointment of a trustee out of a concern that the NRA could not fulfill the fiduciary duty required
by the Bankruptcy Code for a debtor in possession.”

14.  As a result of these persistent violations of law by the Defendants, the Attorney
General seeks a finding by this Court that the NRA has failed to properly administer charitable
assets in violation of Estates Powers & Trusts Law (“EPTL”) § 8-1.4, and seeks equitable relief
to ensure the proper administration of charitable assets going forward.

15.  The Attorney General also seeks an order, pursuant to the Not-for-Profit
Corporation Law (“N-PCL”), EPTL, and Executive Law (“Exec. Law”) (1) directing the Individual
Defendants to account, make restitution and pay all penalties resulting from the breach of fiduciary
duties and their misuse of charitable assets for their own benefit and interests; (il) removing
LaPierre for cause as a director and as Executive Vice President of the NRA; (ii1) removing Frazer
for cause as a director and Secretary of the NRA; (iv) enjoining the Individual Defendants from
future service as an officer, director or trustee, or in any other capacity as a fiduciary of any not-
for-profit or charitable organization incorporated or authorized to conduct business in the State of
New York, or which solicits charitable donations in the State of New York, or which holds
charitable assets in New York; (v) rescinding related party transactions by the Defendants and
directing the Individual Defendants to account for their profits and to pay the NRA up to double

the value of each benefit improperly bestowed by such transactions; (vi) directing the NRA to
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account for its official conduct with respect to management of the NRA’s institutional funds; and
(vii) ordering restitution from the Individual Defendant to recover illegal, unauthorized or ultra
vires compensation, reimbursements, benefits or amounts unjustly paid to the Individual
Defendants.

PART ONE - THE PARTIES

16.  The Attorney General is responsible for overseeing the activities of New York not-
for-profit corporations and the conduct of their officers and directors, in accordance with the N-
PCL, the EPTL, the New York Prudent Management of Institutional Funds Act (“NYPMIFA”),
and the New York Executive Law.

17.  The National Rifle Association of America, Inc. is a charitable not-for-profit
corporation charteredon November 17, 1871. Throughoutits history, ithas been legally domiciled
in the State of New York and is subject to New York law in the governance of its internal affairs.
The NRA has members and engages in fundraisingthroughoutthe United States, includingin New
York, where it is registered with the Charities Bureau of the Office of the Attorney General to
conduct business and solicit donations.

18.  The NRA’s principal place of business is at 11250 Waples Mill Road, Fairfax,
Virginia 22030. The NRA is recognized as tax-exempt under Section 501(c)(4) of the Internal
Revenue Code.

19.  As setforth in its bylaws, the NRA’s stated mission is comprised of five purposes
and objectives:

i.  “To protect and defend the Constitution of the United States, especially with reference
to the God-given inalienable right of the individual American citizen guaranteed by
such Constitution to acquire, possess, collect, exhibit, transport, carry, transfer
ownership of, and enjoy the right to use, keep and bear arms, in order that the people

may exercise their individual rights of self-preservation and defense of family, person,
and property, and to serve in the militia of all law-abiding men and women for the
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defense of the Republic and the individual liberty of the citizens of our communities,
our states and our great nation;

ii. To promote public safety, law and order, and the national defense;

iii. To train members of law enforcement agencies, the armed forces, the National Guard,
the militia, and people of good repute in marksmanship and in the safe handling and
efficient use of small arms;

iv. To foster, promote and support the shooting sports, including the advancement of
amateur and junior competitions in marksmanship at the local, state, regional, national,
international, and Olympic levels; and

v. To promote hunter safety, and to promote and defend hunting as a shooting sport, for
subsistence, and as a viable and necessary method of fostering the propagation, growth
and conservation, and wise use of our renewable wildlife resources.”

20.  Defendant Wayne LaPierre is the Executive Vice President (“EVP”’) of the NRA
and has held that position since the early 1990s. He acts as the Chief Executive Officer of the NRA.
As EVP, LaPierre is responsible, pursuant to the NRA bylaws, Article V, Section 2(c), to “direct
all of the affairs of the Association in accordance with the programs and policies established by the
Board of Directors.” Defendant LaPierre is and hasbeen at all relevant times an ex officio member
of the Board of Directors, and of the Executive Committee. LaPierre maintains an office address at
National Rifle Association of America, 11250 Waples Mill Road, Fairfax, VA 22030.

21.  Defendant Joshua Powell was formerly an officer and de facto officer or “key
person” within the meaning of N-PCL § 102(a)(25), of the NRA and held the positions of Chief
of Staff, Executive Director of General Operations, and “Senior Strategist.” As Executive Director
of General Operations, Defendant Powell served as an ex officio member of the Board of Directors.

Defendant Powell’s employment with the NRA was terminated in January 2020. Powell retains a

residence in Michigan.
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22.  Defendant Wilson “Woody” Phillips served as ex officio Director, Treasurer and
Chief Financial Officer and key person of the NRA between 1993 and 2018, when he retired.
Phillips maintains a residence in Texas.

23.  Defendant John Frazer has been the Secretary and General Counsel and ex officio
director of the NRA since 2015 and has worked at the NRA since 1993. Frazer maintains an office
address at National Rifle Association of America, 11250 Waples Mill Road, Fairfax, VA 22030.

PART TWO - JURISDICTION AND VENUE

24.  The Attorney General brings this action on behalf of the People of the State of New
York under the EPTL, the N-PCL, and the Executive Law.

25.  This Court has personal jurisdiction over the NRA because it is a New York not-
for-profit corporation and has purposely availed itself of the opportunity to do business, solicit
funds, recruit members and serve its charitable mission and beneficiaries in New Y ork.

26.  This Courthaspersonaljurisdiction over Defendants LaPierre, Powell, Phillips and
Frazer pursuant to N-PCL § 309 because “by becoming a director, officer, key person or agent of
a corporation [each Individual Defendant] is subject to the personal jurisdiction of the supreme
court of the state of New York, and in an action or proceeding by the attorney general under [the
N-PCL] the process may be served....as provided in [CPLR § 313].”

27.  This Court also has personal jurisdiction over the Individual Defendants pursuant
to CPLR § 302(a). Each of the Individual Defendants, in their roles as officers, directors and key
persons of the NRA, has transacted business within the state on behalf of a New York chartered
corporation and purposefully availed themselves of the privileges and protections, and assumed
the obligations, of New York law. Plaintiff’s claims in this matter, as alleged herein against each
of the Individual Defendants, including for breach of their fiduciary duties to the NRA, waste of

the NRA’s charitable assets, participation in prohibitedrelated party transactions, and causing false
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and materially misleading filings to be made in New York State, among others, arise out of the
Individual Defendants’ purposeful conduct and transaction of business in New York, and each of
the Individual Defendants’ conduct has caused harm in New York.

28.  Venue is properly set in New York County pursuant to (a) CPLR § 503 because the
Attorney General has an office in the county; and (b) N-PCL §§ 1110and 102(a)(11), because the
office ofthe NRA is in New York County as set forth in the NRA’s certificate of incorporation.

PART THREE - APPLICABLE LAW

I. Attorney General’s Statutory Authority to Bring Actions to Secure the Proper
Administration of Charitable Assets, Including for Equitable Relief Relating to
Board Oversight and Accountings for Misspent Funds

29.  The Attorney General has a wide range of supervisory powers over charitable
corporations, and over the trustees of property held for charitable purposes, including over a not-
for-profit corporation, such as the NRA, organized in New York as a charity. The NRA, as a
501(c)(4) corporation under the Internal Revenue Code, is a charity under the N-PCL, subject to
the authority of the Attorney General. Citizens United v. Schneiderman, 882 F. 3d 374 (2d Cir.
2018).

30.  The Attorney General’s regulatory oversight of charitable nonprofit corporations,
and their officers, directors, and key persons, includes the authority to bring actions under Section
112 and Article 7 of the N-PCL, to dissolve a corporation, remove officers and directors, obtain
relief as a result of prohibited related party transactions, ensure adequate protections for
whistleblowers, to enforce any right given to members, or an officer or a director of a charitable
corporation and, under Section 623(a) of the N-PCL, to bring a derivative action “in the right of a
domestic or foreign corporation” to procure a judgment in favor of the corporation and against

officers, directors, or third parties.
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31. New York law further provides the Attorney General with authority over any
“trustee” of any not-for-profit corporation organized under the laws of New York for charitable
purposes. EPTL § 8-1.4. The NRA and the Individual Defendants are statutory trustees under New
York law. EPTL § 8-1.4(a). The Attorney General has the legal authority “to institute appropriate
proceedings...to secure the proper administration of any trust, corporation, or other relationship to
which [EPTL § 8-1.4].” EPTL § 8-1.4(m).

32.  In addition, the EPTL provides that the Attorney General is authorized to regulate
and investigate trustees and the trustees’ administration of property held for charitable purposes,
and that authority “shall apply regardless of any contrary provisions of any instrument and shall
be liberally construed so as to effectuate its general purposes of protecting the public interest in
charitable uses, purposes, and dispositions.” EPTL § 8-1.4(n).

II. Legal Requirements for New York Not-for-Profit Corporations and their Officers,
Directors and Key Persons

33.  New York law sets forth the duties and powers of the NRA as a charitable not-for-
profit corporation, and the duties, powers, and liabilities of the NRA’s officers, directors, key
persons, and members.

34.  The NRA’s use of its assets and institutional funds, and the fiduciary duties of its
officers and directors with respect to those assets and institutional funds are governed by the N-
PCL and the EPTL. The governance and fiduciary duties of its officers and directors generally are
governed by the N-PCL; oversight of its charitable assets is generally governed by the EPTL; and
its fundraising activities by the Executive Law.

35.  Pursuant to N-PCL §§ 701, 713 and 714, a not-for-profit corporation “shall be
managed by its board of directors,” which has the power to elect officers and remove them, with

or without cause.
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36.  Pursuantto N-PCL § 717(a), directors, officers and key persons of not-for-profit
entities such as the NRA are required to “discharge the duties of their respective positions in good
faith and with the care an ordinarily prudent person in a like position would exercise under similar
circumstances.”

37. In addition, N-PCL § 552 require directors and officers of a not-for-profit
corporation such as the NRA to act with undivided loyalty to the corporation in the management
and investment of the institutional funds of the corporation.

38. Under N-PCL § 720, directors, officers, or key persons may be compelled to
explain or be liable for the “neglect of, or failure to perform, or other violation of [ ] duties in the
management and disposition of corporate assets committed to his charge” or “[t]he acquisition by
himself, transfer to others, loss or waste of corporate assets due to any neglect of, or failure to
perform, or other violation of his duties.”

39.  Asa New York not-for-profit corporation, the NRA may only pay “compensation
in a reasonable amount” to officers, directors, or members for services actually rendered. N-PCL
§ 515(a).

40.  As a New York not-for-profit corporation, the NRA is barred by law from paying
dividends and from distributing “any part of its income or profit to its members, directors, or
officers.” N-PCL § 515(a). Such distributions exceed the authority conferred upon the NRA by
law, is beyond the capacity or power of the NRA under the N-PCL, and could subject it to
annulment or dissolution under Sections 112(a)(1) and 1101(a)(2) of the N-PCL.

41.  Under N-PCL § 712-a, the NRA’s Audit Committee is responsible for overseeing
the NRA’s accounting and financial reporting processes and the audit of the NRA’s financial

statements. As part of its statutory duties, the Audit Committee must engage an independent
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auditor each year to conduct the audit and review the results of the audit and any related
management letter with the auditor. In addition, the Audit Committee must review with the
independent auditor the scope and planning of the audit before the audit’s commencement, and
upon completion of the audit, review and discuss with the independent auditor (i) any material
risks and weaknesses in internal controls identified by the auditor; (i1) any restrictions on the scope
of the auditor's activities or access to requested information; (iii) any significant disagreements
between the auditor and management; and (iv) the adequacy ofthe NRA’s accounting and financial
reporting processes. The Audit Committee must also annually consider the performance and
independence of the independent auditor and report on the Committee’s activities to the Board.

42.  Under N-PCL § 715 and EPTL § 8-1.9, the NRA is prohibited from entering into
any related party transaction unless the transaction is determined and documented by the Board or
an authorized committee of the Board to be fair, reasonable, and in the corporation’s best interest
at the time of the determination in compliance with that section.

43.  Inaddition, every director, officer, trustee, or key employee who has an interest in
a related party transaction must disclose in good faith to the Board or an authorized committee of
the Board “the material facts concerning such interest,” and the corporation must conducta process
before approving a related party transaction and document that process. N-PCL § 715; EPTL § 8-
1.9.

44. Similarly, the NRA’s Board is required to adopt, implement and assure compliance
with a conflict of interest policy that ensures that the NRA’s trustees, directors, officers and key
persons act in the corporation’s best interest and comply with applicable legal requirements,
including those concerning related party transactions. N-PCL § 715-a; EPTL § 8-1.9. The policy

must provide for annual conflict of interest disclosures by trustees and directors, and procedures
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for the disclosure and determination of conflicts of interest, which must prevent the person with
the conflict from influencing the determination. /d. The policy also imposes recordkeeping
requirements on the existence and resolution of conflicts. /d.

45.  The NRA and its Board of Directors are also legally required to adopt, oversee and
ensure compliance with a policy providing for an effective process to receive and consider
whistleblower concerns and for protecting whistleblowers. N-PCL § 715-b; EPTL § 8-1.9. This
policy must provide that no director, officer, trustee, employee or volunteer of a corporation who
in good faith reports any action or suspected action taken by the corporation that is illegal,
fraudulent, or in violation of any adopted policy of the corporation shall suffer, intimidation,
harassment, discrimination, or otherretaliation. /d. The law furtherrequires thata trustee, director,
officer oremployee be designated to administer the whistleblower policy and to reportto the board
or an authorized committee. /d.

III.  Registration and Reporting Requirements for New York Not-for-Profit
Corporations

46.  Under New York law, certain not-for-profit organizations, including the NRA,
holding charitable assets and operating in New Y ork must register and file accurate and complete
reports with the Attorney General. See EPTL §§ 8-1.4(d) and (f). The Charities Bureau oversees
that function on behalf of the Attorney General. In addition to these registration requirements,
charitable organizations soliciting contributions in New Y ork must also register and file accurate
and complete annual reports under Article 7-A of the Executive Law. These annual reports,

commonly referred to as CHARS500s, must include copies of an organization’s annual information
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return, the IRS Form 990, and, for organizations like the NRA, copies of the organization’s audited
financial statements.

47.  The annual reports filed with the Charities Bureau must also include the identities
of the fundraisers with whom an entity contracts, as well as information about the services they
provide and the compensation they receive.

48. CHARS500s must be signed by: (i) the organization’s President or Authorized
Officer and (ii) its Chief Financial Officer or Treasurer, both of whom, by their signatures
expressly certify, under penalties of perjury, that the report, including all attachments, is true and
accurate.

49.  Registration with the Charities Bureau enables the Attorney General to exercise her
statutory oversight of not-for-profit entities that conduct activities, hold charitable assets, or solicit
charitable contributions in New York. Registration is further required to ensure that any funds
entrusted to such organizations are properly administered and to discourage and prevent misuse of
charitable assets and fraud.

50. In addition, the Attorney General’s registry serves as an important source to the
public of information concerningnot-for-profit organizations. The failure of an organizationto file
accurate reports impedes the Attorney General’s exercise ofher statutory authority to oversee such
organizations and further deprives New Yorkers of access to truthful information about not-for-
profits operating in this State.

51.  Pursuantto Executive Law § 172-d, no person shall “[m]ake any material statement
which is untrue in...[a] financial report or any other forms or documents required to be filed” with

the Attorney General’s office pursuant to Executive Law, Article 7-A.
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52.  Pursuant to Executive Law § 175(2), the Attorney General is authorized to bring an
action against a charitable organization or any other persons acting for or on its behalf, to, in
relevant part, “enjoin such organization and/or persons from continuing the solicitation or
collection of funds,” whenever “the [A]ttorney [G]eneral shall have reason to believe that the
charitable organization or other person has made a material false statement in an application,
registration or statement required to be filed pursuant to this article.”

IV. Legal Obligations for Management of Institutional Funds

53.  Article 5-a of the N-PCL establishes the standard of conduct applicable to the NRA
in managing and investing an institutional fund. The NRA is an “institution” as that term is used
in NYPMIFA, which holds and manages “institutional funds” as that term is used in NYPMIFA.
N-PCL § 551(d) & (e).

54.  Under NYPMIFA, the obligations of the NRA are also imposed upon the governing
Board of Directors of the NRA.

55. In managing institutional funds, pursuant to NYPMIFA, the NRA, through its
directors and officers, (a) must, subject to the intent of a donor expressed in a gift instrument,
consider the purposes of the NRA and the purposes ofits institutional funds; and (b) shall manage
institutional funds “in good faith and with care an ordinarily prudent person in a like position
would exercise under similar circumstances. N-PCL § 552. Each person responsible for the
management of institutional funds also has a duty of loyalty to the mission of the corporation,
imposed by law. /d.

56.  In managing institutional funds, under NYPMIFA, the NRA and the governing

Board shall make a reasonable effort to verify facts relevant to management of the fund.
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PART FOUR - THE NRA’S HISTORY AND INTERNAL GOVERNANCE

I. The NRA’s History

57.  The NRA was founded in 1871, immediately following the Civil War “to promote
the introduction of a system of army drill and rifle practice, as part of the military drill of the
National Guard of this and other states, and for those purposes to provide a suitable range...In the
vicinity of the City of New York.”

58.  The New York Legislature provided a grant to the NRA of $25,000 of public funds
for purchasein 1872 of the Creed farm in Queens County, New York, later known as Creedmoor,
as a rifle range for the NRA and the New York National Guard.

59.  Overthe course of 149 years, the NRA established itself as one of the largest, and
oldest, social-welfare charitable organizations in the country. The NRA is exempt from federal
and certain state taxation pursuantto Section 501(c)(4) of the Internal Revenue Code and New
York law. This tax exemption is conditioned upon compliance with certain statutory requirements.
As relevant here, the NRA, as a 501(c)(4) organization, cannot be organized for profit; must be
operated exclusively or primarily to further the common good and general welfare of the
community; and cannot permitits income to inure to the benefitof anyprivate individual.26 U.S.C
§ 501(c)(4).

60. The NRA has four affiliated tax-exempt charitable organizations that were set up
under Section 501(c)(3) of the Internal Revenue Code: the NRA Foundation, the Civil Rights
Defense Fund, the Freedom Action Foundation, and the Special Contribution Fund. As 501(c)?3)
organizations, each of these affiliated entities must be organized and operated exclusively for
charitable purposes and mustrefrain from engagingin political activities. 26 USC § 501(c)(3). The
NRA also has a political action committee, the Political Victory Fund, which contributes money

to political candidates.
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61. The NRA’s history as an organization is well documented and need not be recited
here. For purposes of this complaint, the focus is on the governance of the organization under the
leadership of Wayne LaPierre, who over the course of his nearly 30-year tenure as the chief
executive of the organization, and with the assistance of the other Individual Defendants and
leaders on the NRA Board, has consolidated his power and control over the NRA.

II. The NRA’s Internal Structure and Governance

A. The NRA’s Organizational Structure

62. The NRA is comprised of several divisions, all of which are overseen by the
Executive Vice President. The NRA divisions are: (a) Membership; (b) Affinity and Licensing
Programs; (c)Information Services; (d) Publications; (e)Public Affairs; (f) Advancement;
(g) Office of the Treasurer; (h)Institute for Legislative Action (“NRA-ILA”); (i) General
Operations; (j) Office of the General Counsel, and (k) Human Resources.

63.  NRA-ILA has“sole responsibility to administer the legislative, legal, informational
and fundraising activities of the Association relating to the defense or furtherance of the right to
keep and bear arms.” Funds donated to or designated to be used by NRA-ILA are kept separate
from the NRA’s General Operations accounts. NRA-ILA is prohibited from making contributions
to political campaigns, candidates, and political committees.

B. The NRA’s Bylaws

64.  Not-for-profit corporations in New York may adopt bylaws under the N-PCL. N-
PCL § 602. Bylaws govern the internal affairs of the corporation. For membership organizations
like the NRA, bylaws are both a contract between the organization and its members, and among
the members themselves. Once properly adopted, bylaws carry the force of law with respect to the

corporation’s internal affairs. Officers and directors have a legal duty to adhere to a corporation’s
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bylaws. Failure to do so constitutes a breach of the fiduciary duties owed to the corporation and
the corporation’s members and violates New York law. N-PCL § 717,

65.  Underits bylaws, the NRA has established the following governance structure. The
description below is current with the bylaws, as amended, adopted by the NRA Board in September
2019 and annexed as Exhibit 1 to this complaint. The provisions of the bylaws are materially the
same from the period 02014 to 2020, unless otherwise indicated:

i. Board of Directors

66.  In accordance with the N-PCL § 701 and the NRA’s certificate of incorporation,
the NRA is managed by a Board of Directors comprised of 76 directors, 75 of whom are elected
forthree-yearterms, and one of whom s elected fora one-yearterm atthe annual meetingof NRA
members. The Board “shall formulate the policies and govern and have general oversight of the
affairs and property of the Association.”

67.  The NRA bylaws provide that “[n]o director or member of the Executive Council
shall receive any salary or other private benefit unless specifically authorized by resolution of the
Board of Directors or an authorized committee thereof, but all such persons shall be entitled to
reimbursement for expenses incurred on behalf of the [NRA].”

ii. NRA Officers

68.  The NRA’s bylaws establish a leadership structure consisting of eight officers: a
President, two Vice Presidents, an Executive Vice President, a Secretary, a Treasurer, and an
Executive Director each of General Operations and NRA-ILA. With the exception of the two
Executive Directors, the officers are elected annually by the Board.

69. The Executive Vice President, the Secretary, the Treasurer, the Executive Director

of General Operations, and the Executive Director of NRA-ILA are ex officio members, with voice
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but without vote, on all Board committees, except for the Nominating Committee, the Committee
on Hearings, the Officers Compensation Committee, and the Committee on Elections.

70.  Officers must “conduct the affairs of their organization ... in accordance with their
organization bylaws, and such programs and regulations ... adopted by the organization.” Officers
mustalso “maintain properrecords and shall properly render such reports concerning membership,
finances, facilities, and activities as may be requested ... by the NRA.”

a. Executive Vice President

71.  The Executive Vice President is functionally the chief executive of the NRA and is
elected annually by the NRA Board. The bylaws provide that the Executive Vice President “shall
direct all the affairs of the Association in accordance with the programs and policies established
by the Board of Directors.” The Executive Vice President is empowered to appoint, suspend, or
remove the Executive Directors of General Operations and NRA-ILA; to suspend with pay the
Secretary or Treasurer; and to employ, suspend, or dismiss any employee. The Executive Vice
Presidentis an ex officio member, but without votingpower, of the NRA Board and its Committees
except for the Nominating Committee, the Committee on Hearings, the Officers Compensation
Committee, and the Committee on Elections.

72.  In 2016, the NRA bylaws were amended to expressly provide the Executive Vice
President with the authority to set the compensation for the Executive Directors of General
Operations and NRA-ILA. Before 2016, there was no explicit statement regarding the Executive
Director compensation in the bylaws.

73.  The bylaws do not authorize the Executive Vice President to file bankruptcy. Nor
is there any provision in the bylaws giving the Executive Vice President the unilateral authority to

restructure or reorganize the NRA.
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74.  Wayne LaPierre has been the Executive Vice President since he was elected by the
Board of Directors to that position in the early 1990s. He has been with the NRA since 1978, where
he started with NRA-ILA, the NRA’s lobbying arm. LaPierre started out as a state liaison and was
subsequently promoted to be NRA-ILA’s Director of State & Local Affairs and then its Director
of Federal Affairs. In 1986, LaPierre became the Executive Director of NRA-ILA.

75.  In his almost thirty years of leadership, LaPierre has established himself as the
individual who is responsible for the affairs of the NRA at every level. Among other
responsibilities, LaPierre oversees the charitable assets that the NRA is responsible for managing,
in accordance with New York law. On its most recent audited financial statement, the NRA
reported responsibility for $198,746,752 in total assets as of December 31, 2019, which, as a New
York charity, it is required to use to serve the interests of its membership and to advance its
charitable mission.

b. President

76.  The Presidentis an ex officio member, with voting power, of the NRA Board and
its Committees with the exception of the Nominating Committee, the Committee on Hearings, and
the Committee on Elections. The President is empowered, with some exceptions, to appoint
members of allof the NRA Board’s standingand special committees, andto “establish suchspecial
committees...as may be deemed necessary.” The President also serves as the Chair of the Officers
Compensation Committee, which determines, on an annual basis, the compensations of the
Executive Vice President, Secretary, and Treasurer.

77.  The President is also responsible for designating members of the Committee on

Elections.
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78.  The President serves in an unpaid capacity and has responsibility for oversight of
the NRA management, including the Executive Vice President, who manages the day-to-day
affairs of the organization.

c. Vice Presidents

79.  The NRA’s Vice Presidents perform the President’s duties in his or her absence or
at the request of the President, and, in the event that the Presidency is vacant for whatever reason,
the First Vice Presidenttakes the Presidency until the nextelection. The Vice Presidents also serve
as ex officio members, with voting power, of all committees except the Nominating Committee,
the Committee on Hearings, and the Committee on Elections.

d. Treasurer/Secretary / Executive Directors

80.  The Treasurer is an ex officio member of the NRA Board, and “operate[s] in
accordance with the financial policies set forth by the Board of Directors or the Executive
Committee, and shall have charge of the books of account and financial operations of the [NRA].”
The Treasurer is obligated to regularly report to the NRA Board, Finance Committee, Executive
Vice President, and Executive Committee on the financial affairs of the NRA and must also assist
the NRA’s external auditor with the annual audit. The Treasurer is also required to perform an
internal audit of the NRA-ILA once per year and report on its financial condition. Defendant
Phillips served as the Treasurer until 2018.

81.  The Secretary is elected by the Board annually and serves under the Executive Vice
President. The Secretary is an ex officio member of the NRA Board, tasked with having “charge
of the archives” of the NRA and attending “to the proper publication of official notices and
reports,” and also serves as the secretary of the NRA Board’s Executive Committee, Nominating

Committee, and Committee on Elections. Defendant Frazerhas served as the Secretary since 2015.
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82.  The Executive Director of General Operations is under the supervision of the
Executive Vice President and has “such powers and duties as delegated to him from time to time
by the Executive Vice President.”

83.  The Executive Director of NRA-ILA is charged with conducting the “legislative,
legal, informational, fund raisingactivities, operational, administrative and financial affairs” of the
NRA-ILA underthe direction ofthe Executive Vice Presidentand in accordance with the programs
and policies established by the Board. The Executive Director of NRA-ILA also is charged with
appointing a fiscal officer to oversee NRA-ILA’s finances, which are segregated from the NRA’s
General Operations accounts, and assist in the annual audit of the NRA.

84.  Both Executive Directors are ex officio members, but without voting power, of the
Board of Directors and of all NRA Board Committees except for the Nominating Committee,
Committee on Hearings, Officers Compensation Committee, and Committee on Elections. They
are also not authorized to attend the executive session of any committee unless invited to do so.

iii. Standing and Special Committees

85.  The NRA has dozens of standing and special Committees of the Board, but a select
few hold the primary governing authority.

a. Officers Compensation Committee

86.  The Officers Compensation Committee, which consists of the President and Vice
Presidents, must establish by resolution each Fall the authorized compensation for all “elected
salaried officers.” That is, the Executive Vice President, the Secretary, and the Treasurer. All
deliberations by the Board about the compensation for these officers “shall be held in an executive
session, at which none of the officers whose compensationis to be or is being established may
attend, except for the limited time and limited purpose of answering questions asked by any

member of the Board of Directors at the meeting.”
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b. Executive Committee and Executive Council

87.  The Executive Committee is composed of the President, Vice Presidents, and 20
board members nominated by the Nominating Committee or from the floor at any meeting of the
Board. The members are elected annually. The Executive Committee exercises all of the powers
of the full Board—with exceptions for powers that are restricted to the full Board, such as the
power to repeal or amend the bylaws, authorize indemnification of officers or directors, adopt a
“fundamental change” in the “basic organizational structure” of the NRA, “adopt plans of merger”
or consolidation, or to perform corporate activities of “suchmajorsignificance as to warrantaction
by the full Board of Directors.” These limitations are extended to all standing and special
committees of the Board.

88.  The Executive Council serves an advisory role to the Executive Committee and is
composed of “[aJny member of [the NRA] whose advice and counsel, in the opinion of the Board
of Directors, will be valuable to the continuing welfare of the [NRA].” Members are elected by
the Board for life, subject to removal for cause.

¢. Nominating Committee

89.  The NRA Board’s Nominating Committee is composed of nine members—only six
of whom can be members of the Board or the Executive Council—elected by the Board by secret
ballot after the NRA’s annual meeting of members.

90.  The Nominating Committee is responsible for receivingrecommendations from the
NRA membership for candidates for the Board, and ultimately prepares the ballot from which the
NRA membership votes on board members. Members may also petition to have a candidate added
to the ballot by having a sponsor obtain the signatures from members totaling 0.5% of the number

of ballots cast in the most recent election.
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d. Audit Committee

91.  The Audit Committee’s responsibilities are set forth in N-PCL § 712-a, the Audit
Committee Charter, the NRA’s bylaws, and internal policy. Among the Audit Committee’s
primary responsibilities are managing external audits, overseeing internal controls, evaluating
potential conflicts of interest, and addressing whistleblower complaints.

92.  The Audit Committee Charter, which was adopted by Board resolution, prescribes
that the Committee “shall be comprised of five NRA Directors.” Members of the Committee are
to be independent and should possess a “working familiarity with basic finance and accounting
practices.” Members are selected annually by the NRA President.

93.  Pursuantto the Audit Committee Charter Mission Statement, “‘the primary function
of the Audit Committee is to assist the Board of Directors in its oversight of the integrity of
financial information, its review of the adequacy of the system of internal controls established by
the Association, and it’s monitoring of the audit process.”

94. In carrying out these functions, the Audit Committee must “review the
Association’s financial reporting process and internal controls, review and appraise the audit
efforts of the Association’s independent auditors, and provide open means of communication
between the Directors, the independent auditors, and the financial and senior management of the
Association.” The Charter also sets forth the Audit Committee’s responsibility for overseeing
compliance with both regulatory and business ethics requirements.

95.  Pursuantto the AuditCommittee’s charter and the NRA’s Policy Manual, the Audit
Committee is charged with the oversight of conflicts of interest and related party transactions.
“The NRA Audit Committee will review all transactions that involve potential conflicts of interest

and determine whether to approve or ratify such transactions.”
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96.  The Audit Committee is also responsible for collecting and reviewing disclosures
of financial interests of officers and directors on a regular basis. NRA policy requires that such
disclosures be made “in advance, before any action is taken on the matter.” In its 2017 IRS 990,
the NRA represents that “Regardless of how they are reported, related party issues and issues of
apparent conflict of interest are presented to the body designated by the Board of Directors (the
Audit Committee) for approval, disapproval, or precautionary measures as needed.”

97.  The Audit Committee is designated as one of several recipients of whistleblower
complaints within the NRA under the Statement of Corporate Ethics. The Statement provided the
following: “Employees who in good faith believe that an officer or a member of the Board of
Directors is engaged in any financial irregularity affecting the Association or has a conflict of
interest are encouraged to bring the information on which their belief is based to the attention of
the Audit Committee.” It also provides that whistleblowers may contact either the Head of Human
Resources or the General Counsel.

iv. Disclosure Requirements and Prohibitions on Private Benefits and
Reimbursements Absent Board Approval

98.  The NRA’s bylaws require “[a]ny Director, officer, or employee of [the NRA] who
is also a member of the governing body of any business, corporate, or other entity (whether as
trustee, director, sole-owner, officer, partner, or the like) which receives from [the NRA] any
payment(s) for goods or services which total in excess of $2,000 either within a year or pursuant
to any contract or contracts originating within a year shall immediately file a written statement of
all such business as to the nature and amount thereof, to the best of his or her knowledge, with the
Secretary who shall transmit such statement to the Board of Directors at its next meeting and who

shallinclude all such statements in the Secretary’s reportatthe next Annual Meetingof Members.”
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99.  The NRA’s bylaws further provide that “[n]o Director or member of the Executive
Council shallreceive any salary or other privatebenefitunless specifically authorized by resolution
of the Board of Directors or an authorized committee thereof, but all such persons shall be entitled
to reimbursement for expenses incurred on behalf of the Association, to such extent as may be
authorized or approved by the Board of Directors.”

100. Under the NRA’s bylaws, officers, directors, and members of the Executive
Council “shall be entitled to reimbursement for expenses incurred on behalf of the Association,”
but only “to such extent as may be authorized or approved by the Board of Directors.”

C. The NRA’s Policy and Procedures on Hiring, Spending, Procurement,

Travel Reimbursement, Conflicts of Interest, and Related Party
Transactions

101. Most of the NRA’s policies and procedures are found in one of two documents—
the NRA Employee Handbook or the NRA Policy Manual. (A copy of each of the Employee
Handbook and the Policy Manual are annexed as, respectively, Exhibits 2 and 3). The Employee
Handbook sets out the NRA’s policies and procedures on employee selection, compensation, time
off, work environment standards, and insurance and pension benefits. The Policy Manual is a
compendium of resolutions passed by the NRA Board since the 1960s. Annexed to the Policy
Manual are several policies ratified by the Board, including the Audit Committee Charter,
Statement of Corporate Ethics, NRA Purchase Policy, and Officer and Board of Directors Policy
on Disclosure of Financial Interests.

i. Contract Review Policy

102. In a series of resolutions between 1988 and 1998, the Board adopted a policy on
contracts and agreements entered into by the NRA and its agents. (“Contract Review Policy”).

Under this policy, beginning in 1988, any agreement by the NRA or NRA-ILA in excess of
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$50,000—Iater raised in 1991 to $100,000—cannot be executed without the “approval” of the
President and one of the two Vice Presidents.

103. In 1997, the Board adopted a policy that “all contracts involving over $100k in a
12-month period are required to have a business case analysis performed andno contract will begin
before the required sign-off approval as is required.”

104. In 1998, the Board adopted a policy that “[a]ll purchase agreements or contracts
requiring payments greater than $100,000 in any twelve-month period, must have the prior written
approval of the President and the First or Second Vice Presidents before execution or renewal.”
Certain exceptions exist for routine expenses, but the President, Vice President(s), and Finance
Committee chair must be provided with updates about any such exceptions on a quarterly basis.

105. In 2012, LaPierre issued a memorandum to all NRA staff codifying the procedures
for complying with these Board resolutions:

i.  Whena contractisin excess of $100,000, “a packetconsistingof a copy of the contract,

a completed business case analysis, and a contract review signature sheet will be

prepared.”

ii. Onceall of the appropriate in-house approvals are secured, the packet will be presented
by the Office of the Secretary to the Presidentand the First and Second Vice Presidents.

iii. The packet will then be returned to the responsible NRA officer for finalization and
distribution of the original and/or copies of the packet to (1) the Office of General
Counsel; (2) the Office of the Treasurer; (3) the Chief of Staff; and (4) the Office of
the Secretary.

106. These requirements have not changed since the memorandum was issued in 2012.

ii. Employment Policies
107. The NRA has several policies on hiring, evaluating, and retaining employees. As

relevant here, these policies provide:

i.  Only the Executive Vice President and the Human Resources Division (with approval
of the Executive Vice President) has the authority to extend job offers.
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ii. The NRA policy is to “conduct reference checks on applicants who are under serious
consideration for employment.” In certain cases, credit and full background checks of
the applicantwill also be conducted, depending on the duties and responsibilities of the
position.

iii. The reimbursement of relocation expenses for new hires is expressly limited to a 30-
day temporary living allowance and $7,500 in moving expenses.

108. The NRA has no written policy on employee bonuses. Bonuses are generally
awarded on a discretionary basis.

iii. Independent Contractors

109. NRA policy provides that an independent contractor should only be retained when
(1) the existing staff does not have the requisite skills to achieve the task; (ii) the nature of the
assignment can be paid by the project, day, or hour; and (iii) the General Counsel has been
consulted and has established that they qualify after being provided a draft contract agreement for
review and sign-off.

iv. Travel and Business Expense Reimbursement Policy

110. The stated purpose of the NRA’s Travel and Business Expense Reimbursement
Policy is to “incur the lowest practical and reasonable expense while completing the travel process
in an efficient and timely manner. Persons traveling on NRA business have the duty to exercise
care and avoid impropriety, or even the appearance of impropriety in any travel expense.” This
policy applies to all employees and non-employees (including volunteers and paid consultants)
traveling on NRA business.

111. Under this policy, expenses must be business related—that is, “necessary to meet
organizational objectives”—and must be in the NRA’s interest. The person authorized to approve
an employee’s expense report is responsible for understanding the need for the expense,
substantiating the expense, and determining whether it is appropriate and correctly reported.

Furthermore, “[t]ravelers are expected to use the same care in incurring expenses thata prudent
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person would use while traveling for personal reasons, considering the purpose and amount of the
expenditure.”

112.  With respect to airfare, “[o]nly coach class tickets ... are generally reimbursable
for domestic travel.” Exceptions must be explained, approved in writing and submitted with the
expense report.

113.  With respecttorental cars, “[e]Jmployees should use public transportation (taxicabs,
airport limousines, and local transits) in preference to renting a car when such means of
transportation is cost-effective, and there are no other business reasons for renting a car.”

114. As to lodging and meals, “[d]aily expenses are reasonable charges for lodging,
meals, tips and other incidental expenses necessary to sustain an employee while...is away from
home.” Original receipts for expenses over $50.00 must be attached to the expense report.

115. Reimbursable entertainment expenses “must be directly and principally related to
NRA'’s business, expected to produce a specific business benefit, and attended by both the
employee and business associate.”

v. Statement of Corporate Ethics

116. Adopted in 2006, the Statement of Corporate Ethics prohibits conflicts of interest,
illegal or unethical actions, and requires the maintenance of accurate books andrecords. The policy
requires “[e]mployees who are officers, directors, division directors or activity supervisor[s]’ to
“insure that these policies are annually communicated to the employees reporting to them™;
“clarify and explain said policies when necessary”; “monitor compliance there with”; and “report
all known (or suspected violations of said policies to the Executive Vice President of the

Association, the Treasurer of the Association, and to other persons whom they designate as

appropriate.”
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117. The policy, which the NRA considered to be its whistleblower policy, provides that
“lelmployees who in good faith believe that a fellow employee, supervisor, manager, or director
is in violation of this policy are encouraged to bring the information on which their belief is based
to the attention of the General Counsel. Employees who in good faith believe that an officer or
member of the Board of Directors is engaged in any financial irregularity affectingthe Association
or has a conflict of interest are encouraged to bring the information on which their belief is based
to the Audit Committee...The taking of such action in good faith will not result in retribution or
reprisal against the employment of any employee.”

118. In January 2020, nine months after the Attorney General commenced its
investigation, the NRA Board adopted a new version of the Statement of Corporate Ethics that
separated out and expanded upon the whistleblower protections therein. Until it did so, the policy
was missing provisions required by N-PCL § 715-b regarding whistleblower policies, such as a
procedure for maintaining the confidentiality of whistleblower complaints and a requirement that
the person who is the subject of a whistleblower complaint not be present during discussions of
the complaint. The updated policy is annexed as Exhibit 4.

vi. Purchasing Policy

119. Adopted in 2006, the Purchasing Policy was created to “provide[] general policy
guidance for efficient and cost-effective procurement of goods and services necessary to support
the goals, objectives and work of the [NRA] while ensuring [NRA] resources are protected and
maximized.” The policy’s stated goal is to provide a system that delivers reasonably priced, high-
quality goods and services to end users, while preserving organizational, financial and ethical
responsibility.”

120. The policy prohibits NRA employees, officers, and directors from using “their

position with the [NRA] in a manner that may create a conflict, or the appearance of a conflict,
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between the individual’s personal interest and those of the Association,” and directs that they
“refrain from knowingly engaging in any outside matters of financial interest incompatible with
the impartial, objective, and effective performance of their duties.” The policy also prohibits
related party transactions without written authorization by the NRA.

121. It also provides that “[ajnyone who suspects violations of this code has an
obligation to report their concerns to their immediate supervisor, the Office of the Treasurer, the
Audit Committee Chair or NRA’s General Counsel,” and that “[n]o adverse action shall be taken
or permitted against anyone for communicating legitimate concerns to the appropriate persons.
However, malicious and unfounded accusations will not be tolerated and will be dealt with
accordingly.”

122. The policy is missing provisions required by N-PCL § 715-a regarding conflict of
interest policies, such as:

i. The policy does not require that the person with a conflict of interest not be present at
or participate in Board or committee deliberations or vote on the matter giving rise to
the conflict of interest;

ii. The policy does not contain a prohibition against any attempt by the person with the
conflictof interest from improperly influencingthe deliberation or voting on the matter
giving rise to the conflict of interest.

123.  The policy requires the use of a “request for proposal” process when a purchase is
contemplated that is equal to or above $100,000, but certain types of purchases are exempt from
that process—namely, “[pJurchases or services directly related to legal counsel, political strategy,
public relations, membership, fundraising and marketing.” Exempt purchases and services do not

require a request for proposal or competitive bid, but must “be reported to Finance Committee on

an annual basis.”
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124. The Purchasing Policy also sets out levels of approval necessary for contracts
exceeding certain thresholds:

i. Ifthe contractrequires payments equal to or greater than $100,000 in any twelve month
period, it must have the written approval of the appropriate NRA division director, the
Executive Vice President, and the Treasurer, with signatures acknowledging the
contract by the President and one Vice President.

ii. If the contract requires payments between $50,000 and $100,000, it must have the
written approval of the appropriate NRA division director and one officer (the
Executive Vice President, Treasurer, Secretary, or one of the Executive Directors of

NRA-ILA or General Operations).

iii. If the contract requires payments under $50,000, it requires the approval of the
appropriate NRA division director or his or her staff designated with such approval
authority.

vii. Officers and Board of Directors Policy — Disclosure of Financial
Interests

125. Adopted in 2007, the “Officers and Board of Directors Policy — Disclosure of
Financial Interests” requires NRA officers,boardmembers, and members of the Executive Council
to file with the Audit Committee a disclosure of their own and their immediate family members’
financial interests.

126. The Policy requires disclosure of the following:

i. Any remuneration received from the NRA other than for routine expense
reimbursements;

ii. Any relationship with an entity that has a business relationship with, or receives any
funds from, the NRA that does or could result in the receipt of remuneration other than
routine expense reimbursements;

iii. Any relationship with an entity that is seeking to have a business relationship with or
receive funds from the NRA;

iv. Any gift, gratuity, personal favor or entertainment with either a retail price or fair-
market value in excess of $300 received from any entity or person associated with any
entity that has abusiness relationship with, oris seekingto do business with, orreceives
any funds from the NRA;
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v. Any ownership interest in excess of 10% of its class in any entity that has or is seeking
to have a business relationship with, or that does or is seekingto receive funds from,
the NRA.

127. The policy requires that disclosures related to any of the above be filed in January
of each year. Since at least 2008, the NRA has required all officers and directors to fill out and
submit a standard questionnaire each year reporting any related party transactions or conflicts of
interest that require disclosure under this policy (“Financial Disclosure Questionnaire™). In
addition to these annual disclosures, the Executive Vice President has an independent obligation
to “reportto the Audit Committee any financial interest of an officer or director (or immediate
family member) thatcomes to his knowledge or the knowledge ofhis office as well as any financial
transactions between the NRA...and other individuals and/or organizations that present or might
present the possibility of a conflict of interest.”

128. The NRA has represented in public filings that the Secretary and General Counsel
is responsible for receiving and reviewing the annual conflict of interest questionnaires.

129. The policy does not comply with the requirements of N-PCL § 715-a regarding
conflict of interest policies for the same reasons as described in Part Four, Section II(C)(vi) above
regarding the NRA’s Purchasing Policy.

viii. Conflict of Interest and Related Party Transaction Policy

130. It was not until January 2016 that the NRA Board adopted a comprehensive
Conflict of Interest and Related Party Transaction Policy. The policy is not included in the NRA’s
Employee Handbook and, upon information and belief, is not provided to new employees at the
time of hire.

131.  With respect to related party transactions, the 2016 policy hews closely to the
requirements of N-PCL § 715, and defines conflicts of interest more broadly as any situation where

“the interests of the NRA come into conflict with a financial or personal interest of [an officer,
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director, or key employee], or otherwise whenever [an officer, director, or key employee’s]
personal or financial interest could be reasonably viewed as affecting his or her objectivity or
independence in fulfilling their duties to the NRA.”

132.  The policy provides that “[tjhe NRA Audit Committee is responsible for providing
oversight of the adoption and implementation of, and compliance with this policy.”

133.  Under the policy, the Audit Committee must “review all transactions that involve
potential conflicts of interest” to “determine whether to approve or ratify such transactions,” and
“may only approve the [] transaction if it determines that such transaction, under the terms and
within the circumstances presented, is fair, reasonable, and in the best interests of the NRA.”

134. The Audit Committee must document its consideration of any conflicts of interest
and related party transactions, including, but not limited to, (1) “[a]lternative transactions to the
extent available,” (2) “[tlhe NRA’s mission and resources,” (3) “[t]he possibility of creating an
appearance of impropriety that mightimpair the confidence in, or the reputation of,the NRA (even
if there is no actual conflict or wrongdoing),” and (4) “[w]hether the conflict may result in any
private inurement, excess benefit transaction, or impermissible private benefit under laws
applicable to tax-exempt organizations.”

135. The AuditCommittee’s meeting minutes are required to contain certaininformation
concerning the consideration of conflicts of interest and related party transactions, including “the
name of the [officer, director, or key employee], the nature of the conflict, and details of the
deliberations of the disinterested directors (such as documents reviewed, any alternatives
considered, comparative costs or bids, market value information, and other factors considered in

deliberations).”
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PART FIVE - DEFENDANTS’ VIOLATIONS OF NEW YORK LAW

I. Widespread Violations of Law of the NRA’s Senior Management under the
Leadership and Direction of Wayne LaPierre

136. Wayne LaPierre has been the Executive Vice President of the NRA since the early
1990s. As the Executive Vice President, LaPierre is responsible for overseeing all of the divisions
and the day-to-day affairs of the NRA.

137. The head of each NRA division reports directly to LaPierre. LaPierre’s direct
reports include the Treasurer; the Executive Director of NRA-ILA; the Executive Director of
General Operations; the Secretary; the General Counsel; the Executive Director of Advancement;
the Executive Director of Publications; the Managing Director of Public Affairs; the Executive
Director of Membership & Affinity Licensing Programs; the Director of Security; and the
Executive Director of Human Resources.

138. Until recent cuts to its workforce, the NRA had approximately 550 full-time
employees.

139.  One of LaPierre’s first acts as Executive Vice President was to hire Defendant
Wilson “Woody” Phillips to serve as Treasurer—a position that Phillips would hold for the next
26 years, until his retirement in 2018. At all times, LaPierre was responsible for oversight of
Phillips.

140. LaPierre also hired Defendant John Frazer as the NRA’s General Counsel in 2015.
Frazer was elected Secretary of the NRA by the NRA Board that same year. Atall times, LaPierre
has been responsible for oversight of Frazer who continues in the role of General Counsel.

141. LaPierre hired DefendantJoshua Powell as his Chief of Staffin 2016 and appointed

him the Executive Director of General Operations in January 2017. In December 2018, LaPierre
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gave Powell the newly created title of “Senior Strategist.” Powell was employed by the NRA until
he was terminated in January 2020. At all times, LaPierre was responsible for oversight of Powell.

142. LaPierre, together with his directreports, including Defendants Phillips, Frazer and
Powell, instituted a culture of self-dealing, mismanagement, and negligent oversight at the NRA.
They overrode and evaded internal controls to allow themselves, their families, favored board
members, employees and vendors to benefit through reimbursed expenses, related party
transactions, excess compensation, side deals, and waste of charitable assets without regard to the
NRA’s best interests.

A. LaPierre’s Improper Spending and Expensing

143. LaPierre routinely abused his authority as Executive Vice President of the NRA to
cause the NRA to improperly incur and reimburse LaPierre for expenses that were entirely for
LaPierre’s personal benefit and violated NRA policy, including private jet travel for purely
personal reasons; trips to the Bahamas to vacation on a yacht owned by the principal of numerous
NRA vendors; use of a travel consultant for costly black car services; gifts for favored friends and
vendors; lucrative consulting contracts for ex-employees and board members; and excessive
security costs.

144. LaPierre’s misuse of NRA funds frequently involve the Women’s Leadership
Forum, a special recognition society within the Office of Advancement. LaPierre’s wife is the
founderandpermanent co-chair of the Women’s Leadership Forum. LaPierre testified thathis wife
hasserved in this role as a volunteer for 15 years. In December2015, athis wife’s behest, LaPierre
hired his niece to work on Women’s Leadership Forum events and projects.

145. LaPierre had access to, and abused, the budget allocated to the Office of the
Executive Vice President (“EVP Office”) to fund personal expenses and consulting contracts for

NRA insiders. The EVP Office, like each division of the NRA, has its own budget, cost center,
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and staff. The EVP Office includes LaPierre, his Chief of Staff, and a handful of senior advisors
and office assistants. Expenditures associated with the EVP Office, such as EVP Office staff
salaries, are allocated to the EVP Office budget. In 2018, the overall EVP Office budget was
approximately $16 million.

i. LaPierre’s Private Flights

146. The NRA incurs substantial costs for LaPierre’s private air travel. LaPierre testified
that it is NRA policy that he travel by private aircraft at all times for security reasons. He testified
further that he is not aware of any limits under this policy on the kind of plane he can charter, how
far he can go, or the amount of money he can spend on the flights.

147. LaPierre admitted under oath that he has no knowledge of a written policy for
charter travel, and the NRA has never produced one.

148. NRA records show that between June 2016 and February 2018, the organization
paid for numerous private flights for LaPierre’s wife and extended family when he was not a
passenger. LaPierre admitted that he authorized at least some of these flights. Upon information
and belief, none of these flights was approved for security reasons, nor were they approved by the
NRA Board. Several examples of these flights are highlighted below:

149. In August2016, LaPierre authorized a private flight for his niece and her husband
to fly from Dallas, TX, to North Platte, NE. LaPierre’s niece and her family live in Nebraska about
60 miles from North Platte. Asked why he authorized this flight, LaPierre did not identify any
security issues, but testified “I think it's hard. There are not many flights to Kearney....She had a
child and I think that [the travel agent] had -- probably NRA, probably me, said that, okay, in this
instance, it's okay to get her back that way. Our annual meeting was coming up down there. She

was working on the Women's Leadership Forum with people in Dallas and ... it’s the advantage

of the NRA to have her ... do that work.” The cost of the flight was more than $11,435.
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150. In July 2017, LaPierre authorized a private flight for his niece and her daughter to
fly from Dallas, TX, to Orlando, FL. LaPierre testified that this “was another example where I was
getting [my niece] together with my wife to work on the Women's Leadership Forum events. She
had tried to travel commercial. All the commercial flights they had — there was a mechanical
problem. She was stuck there at the airportuntil 12:30 or 1:00 at night with a child trying to fly
commercial.” The cost of the flight was more than $26,995.

151. In October 2016, LaPierre authorized a private flight for his wife to fly alone from
Madison, WI, to Kearney, NE. Asked why she did not use a commercial airline, LaPierre testified
“I think it was probably easier to fly private, more convenient, and probably the flights -- there
probably are not many flights into Kearney from that area and we wanted to get her there, and I
thought it was appropriate given the return NRA is getting on” the Women’s Leadership Forum
program. The cost of the flight was more than $8,800.

152. InJanuary 2017, LaPierre authorized a private jet to pick up his niece’s husband in
North Platte, NE, on the way to Las Vegas for a Safari Club convention. LaPierre testified that his
niece “was working the entire time” attending various donor meetings at the convention, so he
authorized a flight to bring her husband “over [to] help babysit the child while the mother was
working because there was nobody else to do it.” LaPierre also authorized a private flight to fly
hisniece’s husband back to Nebraska two days before his niece was ready to return. Asked whether
this flight, which cost about $15,000, was in the NRA’s best interest, LaPierre testified that it was.
“[1]t’s really almost very hard to get commercial flights back,” LaPierre explained, and his niece’s
husband “had to get back to work.” LaPierre later authorized a private jet to fly his niece back to

Nebraska two days later.
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153. InFebruary2017,LaPierre authorizeda private flight for his niece and her daughter
to fly from Atlanta, GA, to Kearney, NE. LaPierre testified hisniece was in Atlanta fora “planning
meeting on the Women’s Leadership Forum,” and he is “sure [he] authorized it ... to get them
back.” The cost of the flight was more than $15,000.

154. LaPierre has also repeatedly directed private aircraft to make additional stops in
Nebraska to pick up or drop off family members. Upon information and belief, additional stops
and additional passengers on a private flight usually increase the cost of the flight.

155.  For example, in November 2018, LaPierre and his wife took a private roundtrip
flight from Washington D.C. to Dallas, TX, and stopped in North Platte, NE, on each leg of the
trip to pick up and drop off LaPierre’s niece and grandniece. These flights cost $59,790.

156. In March 2019, LaPierre and his wife took a private flight from Washington D.C.
to Orlando, FL, and stopped in North Platte, NE, on the way back to drop off his niece and
grandniece. These flights cost $78,900. In April 2019, LaPierre and his wife took a private flight
from Washington D.C. to Tulsa, OK, making additional stops in Omaha and North Platte, NE.
These flights cost $49,535.

157.  Phillips’s successor as Treasurer, who served in the role from 2018 to early 2021,
testified that he did not know of any NRA business purpose that would be served by private flights
to or from North Platte, NE.

158. LaPierre has also authorized private flights for NRA employees when he was not a
passenger. For example, in February 2018, LaPierre authorized a private flight for an NRA
spokesperson, her husband, and an employee of a vendor from Dallas, TX to Fort Lauderdale, FL

and Washington D.C. These flights cost $107,775.
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159. From May 2015 to April 2019, the NRA incurred over one million dollars in
expenses for private flights when LaPierre was nota passenger. Upon information and belief, these
expenditures were neither authorized by nor consented to by the NRA Board.

160. The then-Treasurer testified that, in the fall of 2018, the NRA climinated “all non-
mission-critical travel” to reduce the NRA’s expenses. Following the elimination of non-mission
critical travel, payments to LaPierre’s Travel Consultant dropped by nearly 50%—from $2.9
million in 2017 to $1.5 million in 2019.

161. Inits annual filings with the Attorney General for 2014 to 2018, the NRA asserted
that it required substantiation prior to reimbursing these expenses. The Attorney General has not
found any evidence that the private flights and related business uses were substantiated prior to
reimbursement.

162. In fact, the then-Treasurer learned for the first time that LaPierre’s wife travels
alone by private charter at the NRA’s expense when counsel informed him the night before he was
examined by the Attorney General in June 2020.

163. Inits 2019 IRS Form 990, the NRA reported that from 2015 to 2019, “it paid on
behalf of Mr. LaPierre, directly or indirectly, travel expenses for Mr. LaPierre in the aggregate
amountof $299,778.78,” thatit “has determined to treat the payments as automatic excess benefits
under Treasury regulations section 53.4958-4(c).”

164. Upon information and belief, the amount of LaPierre’s excess benefits reported in
the NRA’s 2019 IRS Form 990 and Form 4720 is incomplete, inaccurate, and significantly
understates the improper benefits LaPierre received from the Association. In calculating LaPierre’s
excess benefits, the NRA only considered a subset of chartered flights it paid for between 2015

and 2019, and wholly ignored the expenses it incurred for LaPierre’s travel before 2015. Other
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benefits that LaPierre received—Iike black car services, luxury meals and accommodations,
personal gifts, tickets to sporting events and luxury boxes, and other personal expenses paid for by
the NRA orits vendors—were not even considered. Upon information and belief, many of these
expenses constituted excess benefittransactions under Section 4958 of the Internal Revenue Code.
Upon information and belief, neither the NRA nor LaPierre timely or properly reported excess
benefit transactions to federal and state tax authorities or addressed the excise tax implications of
the failure to accurately and timely assess, report, and/or correct the improper transactions.
Moreover, employer-provided travel for security concerns is taxable compensation under federal
regulations absent a regulatory exclusion. Upon information and belief, as set forth in Part Five,
Section I(A)(vi), the NRA failed to satisfy the requirements for a regulatory exclusion and such
payments should have been treated as taxable compensation to LaPierre.
ii. LaPierre’s Bahamas and Yachting Trips

165. Since June 2015, LaPierre and his family took private flights to and from the
Bahamas on at least eight occasions. On most of those trips, LaPierre stopped in Nebraska on each
leg of the trip to pick up and drop off his niece and her family. The NRA paid over halfa million
dollars for these flights.

166. LaPierre testified that he often visits the Bahamas in December to attend a
“celebrity retreat” organized by an individual who is, upon information and belief, the principal
stakeholder in several businesses that have business relationships with the NRA (“MMP
Principal”). These businesses include Associated Television International, Inc. (“ATI”),
Membership Marketing Partners (“MMP”), Allegiance Creative Group (“Allegiance”), and
Concord Social & Public Relations (“Concord”).

167. Uponinformationand belief, MMP, Allegiance, and Concord entered into contracts

with the NRA on the same day in December 2011. They also share the same Chief Executive
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Officer and business address, which is located in the same Fairfax, VA office building where the
NRA is headquartered.

168. Together, MMP, Concord, Allegiance, and ATI have received over $100 million
from the NRA.

169. In recentyears, MMP and Concord have been among the NRA’s largest vendors.
Since 2014, the NRA has paid MMP over $70 million for fundraising, printing, and mailing
services. Over the same period, the NRA paid Concord over $26 million for public relations
services.

170. Allegiance has been reported as a professional fundraiser in the NRA’s regulatory
filings formany years. Inits 2018 Form 990, the NRA described Allegiance’sservicesas providing
“counsel and promotion planning for marketing and direct response mail and phone programs.”
Since 2014, the NRA has paid Allegiance over $5.5 million.

171.  ATI partnered with the NRA from 1997 to 2019 to produce and distribute a
television series called Crime Strike. Since 2014, the NRA has paid ATI nearly $17 million. For
most of its run, Crime Strike was hosted by LaPierre. LaPierre testified he last hosted the program
in 2017 or2018. From January 2018 to May 2019, the NRA paid ATI $4.7 million.

172.  From 2012 to 2020, the NRA paid MMP, Allegiance, Concord, and ATI more than
$55 million in fees not contemplated by the terms of the underlying contracts. LaPierre denied
having any role in negotiating the contracts with these businesses, but he personally signed most
of the contracts on behalf of the NRA.

173. LaPierre frequently meets with the MMP Principal. According to his
reimbursement requests, LaPierre took private flights to California on at least 20 occasions

between late 2013 and early 2017—usually staying several days at a five-star historic hotel on
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Sunset Boulevard in Beverly Hills—to meet with the MMP Principal, often over lunch or dinner.
Between 2013 and 2016, the MMP Principal, his wife, and their daughter received over $6,700 in
Christmas and birthday gifts from the LaPierres, at the NRA’s expense.

174. LaPierre also regularly attends “celebrity retreats” organized by the MMP
Principal. When LaPierre attends these retreats, which are normally held annually in the Bahamas
in December, he stays atthe Atlantis resorton Paradise Island. His lodging is paid forby the MMP
Principal. LaPierre testified that the MMP Principal does not pass these expenses on to the NRA.

175. Between2013 and 2018, LaPierre visited the Bahamas every summer. During these
week-long trips, he stayed on a 108-foot yacht owned by the MMP Principal. Family members
joined him on these trips. The yacht, named Illusions, is equipped with four staterooms, a 16-foot
jetboat, and two jetskis. LaPierre described Illusions as “a big, big yacht” with a crew thatincludes
a chef. LaPierre testified that he used the yacht as “a security retreat,” but acknowledged that no
security staff accompanied him on these trips, nor did they perform any security checks on the
crew, yacht, or places he travelled.

176. Until April 7,2021, LaPierre never disclosed his use of the MMP Principal’s yacht
on the NRA Financial Disclosure Questionnaires that he, as an officer and ex officio director of
the NRA, must submit to the NRA Secretary annually. Question 4 of this questionnaire asks:

Have you or any relative received, or do you or any relative expect to receive, any

gift, gratuity, personal favor, or entertainment with either a retail price or fair market

value in excess of $250 from any person or entity that has or is seeking to have a

business relationship with, or received funds from, NRA or any NRA Entity?

177. LaPierre answered “no” to this question in every questionnaire he submitted from
2008 to 202020. LaPierre similarly testified during the Attorney General’s investigation that he
has never received a gift of value in excess of $250 from an NRA contractor or employee of an

NRA contractor.
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178. Aftera decade of denials, LaPierre finally disclosed his use of the yacht Illusions
on his 2021 conflict of interest form, which is dated April 7, 2021—the day LaPierre gave
testimony in the bankruptcy proceeding. It was only then, in April 2021, that LaPierre admitted
the use of the MMP Principal’s yacht constituted a gift from an NRA contractor in excess of $250
requiringdisclosure under NRA policy. Italso constituted a private benefitto LaPierre in violation
of NRA policy. In his testimony to the Attorney General, LaPierre said that the reason he failed to
disclose the use of the yacht was for security reasons and because he considered the yacht to have
been used for a legitimate business purpose. Though LaPierre acknowledged that the NRA
questionnaires only go to the NRA Secretary, he said he “was concerned about everybody on
security, everythingleaks.” LaPierre also testified thathe considered the use of the yachtas “a safe
place to do [business], and [] didn’t consider it a gift.” LaPierre further testified that these trips to
the Bahamas were beneficial to the NRA because they provided an opportunity for his wife and
niece to discuss the Women’s Leadership Forum:

... any time I get the two of them together anywhere, there is a benefit forthe NRA.

It could be in Nebraska, it could be like a corporate retreat in Aspen. It could be a

-- you know, I mean, I consider it a good thing to get them together. Yeah, they got

together in the Bahamas. They — it could have been in Washington. It just -- it's --

it -- butkeeping [his wife’s] head [in] the game on this and getting her with [my

niece], there is a substantial benefit to the NRA that is -- that is in the -- proof is in

the dollars that come into the NRA. I mean, did they enjoy being there, yeah. I

mean, on the other hand, did NRA get a benefit of them being together, yes,

absolutely.

179. LaPierre testified that neither he nor the NRA paid the MMP Principal for the use
of [llusions. He also testified that he has stayed on a second (larger) yacht owned by the MMP
Principal called the Grand Illusions during two European trips for the purpose of recruiting
celebrities for the NRA.

180. LaPierre claimed withoutidentifyingany evidentiary supportthatmany of the costs

incurred in connection with his travel and entertainment expenses—Iike the trips to the Bahamas

45

48 of 182



| NDEX NO. 451625/ 2020
NYSCEF DOC. NO 646 RECEI VED NYSCEF: 05/02/2022

and other locations with his wife, niece and family members—were justified as an investment in
donor cultivation.

iii. LaPierre’s Personal Travel Consultant

181. From 1993 to 2020, LaPierre used his own personal travel consultant to arrange his
private air travel and other accommodations. This practice deviated from NRA policy and resulted
in substantial additional expenses to the NRA.

182. TheNRA Travel Policy provides thatemployees mustuse the NRA’s official travel
agent to make travel reservations unless otherwise approved by the Executive Vice President.

183. Since being elected Executive Vice President, LaPierre has never used the NRA’s
official travel agent to make his travel arrangements. Instead, from 1993 to 2020, LaPierre booked
his travel through a travel consultant based in Woodland Hills, CA. The travel consultant billed
the NRA through two companies: Inventive Incentive & Insurance Services Inc. (“II & IS, Inc.”)
and GS2 Enterprises (collectively, “LaPierre’s Travel Consultant”). LaPierre testified that when
his travel consultant bills services to the NRA, it is for NRA business and in furtherance of the
NRA’s mission.

184. Uponinformation andbelief, LaPierre, one ofhis senioradvisors, and the Executive
Director of Advancement, are the only current NRA employees who have used LaPierre’s Travel
Consultant to make travel arrangements. LaPierre testified that “some of the [NRA-ILA] people
have used her,” as well as some board members and donors, but he did not recall who specifically.
Asked who would need to authorize that, LaPierre testified “I would usually.”

185. LaPierre would call his Travel Consultant directly to make travel arrangements.
Over the past two decades, they spoke several times a month.

186. The NRA paid LaPierre’s Travel Consultant on a fixed-fee basis. In 2014, the fixed

fee forthe travel agent’s services was $15,000 a month, which was billed through separate monthly
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invoices to the NRA (for $10,000) and NRA-ILA (for $5,000). These invoices were for the same
travel booking services. LaPierre’s Travel Consultant sent separate monthly invoices at the
direction of Phillips. Beginning in May 2015, LaPierre’s Travel Consultant’s monthly fee
increased to $19,000, which continued to be billed through separate monthly invoicesto the NRA
($12,000)andNRA-ILA ($7,000). Upon informationand belief, The nature and scope of the travel
consultant’s services remained unchanged during this period.

187. LaPierre’s Travel Consultant initially billed the NRA through II & IS, Inc. Phillips
later directed her to use a different company name when billing the NRA, but to continue using Il
& IS, Inc. for invoices sent to NRA-ILA. In response to Phillips’s request, LaPierre’s Travel
Consultant started billing the NRA using a fictitious business name, GS2 Enterprises, while
continuing to bill NRA-ILA through II & IS Inc. GS2 Enterprises is a DBA of I & IS, Inc.

188.  On top of her fixed monthly fee, LaPierre’s Travel Consultant received an extra
commission of approximately 10% for the travel she arranged. This was not part of her original
oral agreement with the NRA, but was suggested by Phillips as a discrete way to bolster her pay
when she asked about joining the NRA’s health-insurance plan, which she was not eligible for.
Upon information and belief, LaPierre’s Travel Consultant received over a million dollars in
commissions through this arrangement.

189. When LaPierre’s Travel Consultant billed the NRA for travel services, she
generally included destination information but not passenger information. On several occasions,
LaPierre directed her to omit certain destination information—including stops in the Bahamas and
Nebraska—from the invoices sentthe NRA. LaPierre admitted in sworn testimony that he spoke
with his Travel Consultant on a number of occasions about how to invoice his travel. Upon

information and belief, no competitive bidding process was conducted for the services provided
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by the LaPierre’s Travel Consultantuntil 2019 and then, as setforth below, the competitive bidding
process was largely a sham. From 2015 to early 2019, the NRA paid LaPierre’s Travel Consultant
a fixed fee 0f $19,000 a month. The Director of Purchasing testified that, under NRA policy, the
procurement of transportation services should go through a competitive bidding process
administered by the Purchasing Department, but that during her 27 years at the NRA, that had
never occurred.

190. From 2005 to 2019, the NRA paid LaPierre’s Travel Consultant more than
$100,000 annually without a written contract, and without written authorization from the NRA
President or a Vice President. This arrangement violated the NRA Purchasing Policy. Upon
information and belief, LaPierre and Phillips were aware of this arrangement.

191.  From February 2013 to July 2018, Ackerman McQueen (“Ackerman”), the NRA’s
public relations and advertising marketing firm, also paid LaPierre’s Travel Consultanta $4,000
monthly fee at the direction of LaPierre and Phillips, which was in addition to the monthly fees
the NRA paid to her directly. LaPierre’s Travel Consultant testified that Phillips directed her to
separately bill Ackerman on a monthly basis for “travel coordination.” She did not know why she
was told to send these invoices or what “travel coordination” referred to. It was “just what they
told me to write on” the invoices. Ackerman neverrequestedtravel services from LaPierre’s Travel
Consultant and did not negotiate or have any discussions with her regarding the $4,000 monthly
fee. Ackerman passed these expenses on to the NRA. Upon information and belief, LaPierre was
repeatedly told that his travel consultant charged excessive fees for the services she provided and
for the vendors she engaged on behalf of the NRA.

192.  During the bankruptcy trial, Phillips declined to answer questions about GS2

Enterprises, Il & IS, Inc., and LaPierre’s Travel Consultant’s billing practices and invoices based
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onthe privilege afforded to him by the Fifth Amendmentto the United States Constitution. Phillips
invoked his Fifth Amendment privilege not to answer questions on this and other topics dozens of
times during the bankruptcy proceeding.

193.  After Defendant Phillips stepped down as Treasurer, in March 2019, the NRA
entered into a one-year contract with LaPierre’s Travel Consultant increasing her annual pay to
$318,000. Upon information and belief, this was the first written contractthe NRA entered into
with LaPierre’s Travel Consultant. In an accompanying business case analysis, it provides that
“[f]or the security of our principals, in this sensitive environment we sometimes face, we believe
there is no other company that can provide the service and discretion that [LaPierre’s Travel
Consultant] offers.” There is no evidence that the NRA considered bids from competing
companies.

194. The analysis does not address the increase in LaPierre’s Travel Consultant’s
monthly fixed fee from $19,000to $26,500. Services under the contract “include making travel
arrangements as directed by the NRA’s Executive Vice President or his designee.” On March 15,
2019, LaPierre authorized this contract.

195. Less than a year later, in late 2019, the NRA conducted a competitive bidding
process for the services offered by LaPierre’s Travel Consultant. LaPierre’s Travel Consultant put
in a bid of $84,000 in annual compensation for 25 hours of travel services a month. Asked how
she arrived at this amount, LaPierre’s Travel Consultant testified that she was told by Executive
Assistant No. 1 that that was the bid the NRA would accept. The NRA and LaPierre’s Travel

Consultant ultimately never formalized an agreement.
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196. LaPierre testified that he was not involved in the business case analysis prepared in
early 2019, or the competitive bidding process that was conducted in late 2019. “[T]he treasurer’s
office handledit. ... I stayed completely, completely out of'it.”

197.  From August 2014 to January 2020, the NRA paid LaPierre’s Travel Consultant
more than $13.5 million. In 2018, the NRA paid LaPierre’s Travel Consultant $2,630,531.71. In
the first six months of 2019 alone, the NRA paid LaPierre’s Travel Consultant $1,007,597.80.

iv. LaPierre’s Personal Expense Reimbursements

198. At LaPierre’s instigation, the NRA reimbursed him for other expenses that were
personal, including gifts to friends and favored employees.

199. Between 2013 and 2017, LaPierre was reimbursed for more than $1.2 million in
expenses.

200. From 2013 to 2017, LaPierre was reimbursed over $65,000 for Christmas gifts for
his staff, various donors, and friends. Most of his direct reports and executive staff would receive
an ice cream gift basket each year from a retailer called Graeters. But those in his inner circle
received gifts from retailers like Neiman Marcus and Bergdorf Goodman. For example, at the
NRA'’s expense, in December 2015, LaPierre sent gifts from Neiman Marcus to his travel
consultant ($648.55), his senior assistant ($349.80), and his prior Chief of Staff ($413.40). In
December 2016, LaPierre sent Christmas gifts to the co-founder of Ackerman ($1,590), his travel
consultant ($350), his senior assistant ($350), and Phillips ($377.79). In November 2017, LaPierre
expensed gifts to his travel consultant ($443.48), his prior Chief of Staff ($310.65), Phillips
($282.53), and his senior assistant ($238.50), among others. Each of these gifts was substantially
in excess of the $25 limit permitted by the IRS for business gifts, and reimbursement for such gifts

should have been reported as W-2 income to LaPierre.
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201. Gifts were especially common for those affiliated with the Women’s Leadership
Forum. In December 2014, for example, the executive assistant to LaPierre’s spouse received a
$381 birthday gift expensed to the NRA. In September 2016, LaPierre expensed $1,500 in
birthday, wedding anniversary, and baby shower gifts for five Women’s Leadership Forum
volunteers. In May 2017, LaPierre expensed a $418.70 gift for the wife of the MMP Principal for
her support of the Women’s Leadership Forum.

202. In May 2017, LaPierre’s wife was appointed to the Board of Directors of the
National Park Service Foundation (NPSF). Over the next few months, LaPierre submitted expense
reports for $13,874.46 in expense reimbursements for trips taken with his wife and niece to NPSF
events in Alaska and Arizona. This was in addition to the private flights used to get them to the
NPSF events, which costin excess of $150,000.

203. LaPierre has routinely submitted expense reports seeking reimbursements for his
niece’s lodging and airfare for events that are allegedly related to NRA business. As an NRA
employee, LaPierre’s niece was required to follow NRA policies and procedures for seeking
approval and reimbursement for her work-related expenses. Instead, LaPierre submitted
reimbursement requests for his niece’s travel expenses on numerous occasions. For example, in
early 2017, LaPierre expensed $12,332.75 for his niece’s 8-night stay at the Four Seasons Hotel
in Dallas, TX. The nightly rate for the room was $1,350. In 2016 and 2017, LaPierre was
reimbursed over $38,000 in expenses for his niece’s airfare and lodging. These reimbursements
violated NRA’s Travel Expense Reimbursement policy, which requires that all NRA employees
and volunteers “incur the lowest practical and reasonable expense” when travelling on NRA-

related business.
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204. LaPierre hasalso beenreimbursed for expenses incurred travellingto and from film
shoots for Under Wild Skies—a television program discussed in detail in Part V, Section II(A)
below—in Europe and Africa. LaPierre had a decades-long friendship with the principal of Under
Wild Skies, Inc. (“UWS?”), the corporate entity that produces the program. For example, in 2013,
LaPierre was reimbursed by the NRA $37,084.66 for airfare, lodging, and related expenses that he
and his wife incurred travelling to Botswana and Mozambique for an Under Wild Skies film shoot
on safari.

205. Inearly 2018, LaPierre asked the principal of UWS to accompany him on two non-
business-related trips to Scottsdale, Arizona. These trips were personal in nature and unrelated to
NRA business. On both trips, LaPierre and the UWS principal stayed in suites at a Four Seasons
hotel, which the UWS principal charged to his Ackerman McQueen credit card, and which was
then billed to the NRA. On the latter trip, in April 2018, LaPierre and the UWS principal took
separate private flights on the return leg, LaPierre flyingto Dallas TX (at a cost of $27,000) and
the UWS principal flyingto Savannah GA (at a cost of $35,800). All told, the NRA paid more
than $200,000 in travel expenses for these two trips.

206. Between 2009 and 2017, LaPierre expensed over a hundred thousand dollars in
membership fees fora golf club located in the Washington D.C. area. LaPierre testified that he
uses the golf course for both personal and business reasons. In its annual filings with the Attomey
General for 2014 to 2018, the NRA asserted that it required substantiation prior to reimbursing
these expenses. The Attorney General has not found any evidence that the golf membership fees
and related business uses were substantiated prior to reimbursement.

207. In early 2019, the NRA’s then-Treasurer learned from LaPierre that LaPierre’s

expense reimbursements were historically handled by NRA-ILA, regardless of whether they
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related to the activities of that division. Pursuant to the bylaws, NRA-ILA’s finances are
maintained separately from those of NRA General Operations. LaPierre’s expenses were also
processed by a lower level employee in NRA-ILA. Because that employee was out of the office
on sick leave, the then-Treasurer took the opportunity to “reengineer” the process for reviewing
LaPierre’s expenses.

208. Thenew process wasnever fully implemented, norevenputin writing. Italso does
not capture any personal expenses incurred by LaPierre that are billed by vendors directly to the
NRA. So, when LaPierre’s travel expenses are billed directly to the NRA, such as by LaPierre’s
Travel Consultant, as discussedabove in Part Five, Section I(A)(ii1), they are only subjectto review
by a lower level employee.

v. LaPierre’s Consulting Budget

209. Since at least 1999, the EVP Office has had its own consulting budget (“EVP
Consulting Budget”). Historically, this budget has included 20 to 30 consulting arrangements the
NRA has entered into at the direction of LaPierre or Phillips, while Phillips was Treasurer. In
recent years, the budget has included consulting arrangements totaling $2 to $3 million in annual
expenditures.

210. Upon information and belief, the EVP Consulting Budget is prepared each year by
the Financial Services Division (“FSD”) based on 