December 21, 2009

Joseph F. Stoltz
Assistaiit:Staff Diractor
Audit Division

Federal Election Commission
Washirigton, D.C. 20463

zzo South ng s:. Re:  Draft-AuditRepott

Suite 1770 Dear Mt. Stoltz:

Honolulu. HI 96813 We have had.an: olmortumty to review the above-réferenced draft
: andit report. Please be advised that based on our: review, we
continue to have strong-objections to the findings and.
tecommendations conitained therein, and therefore would
-respectfully ‘fequest:that the feport be amerided to reflect.our -
congeriis; The reasons: for our objectlons are discussed below.

cwrew Telephone o

Dgposnted Into His Law. Firm Account Was Not: A.
Prohibited Contribution,

In its-draft-audit.report, the. Andit Division questioned the.
‘permissibility of a $5,500 business lean that was furnished to the
Candidate by a:mortgage leriding company, and rendered a finding
that the logn constituted 4 “prohibited contribution.” However,
such a finding presupposes that the proceeds from this'loan, which
wete deposited iiito the Candidate’s law account, were the source
of fuhds for the loans that the Candidate made to his campaign. In
other words, as the Comim|ssion’s: Office of General Counsel
indicated on‘page 3.of its Memorandum. attached to the draft audit
report, the business loan should be treated as a progibited eomurate
contribution “if the candidate than made those proceeds availahle
to the Cammittee in.connection with the campaign. . (Emphas;s
added). :

‘The problerii with the Commission’s finding is that there:is
no evidence to demonstrate that any portion of the $5,500 loan was
utilized by the Canididate to make loans to his campaign. The.
Office of' General Counseél acknowledged this fact. On page 4 of its
Memorandum), it concluded that based on generally accepted
accounting prmclples it is impossibie for the Coaonission to

+ accurately delomine that loan proceeds. fiam the mortgage lending
compaity were tho sauice-of the loans that were deposited into the
campaign account.
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Absent clear evidence showing that the Candidate utilized funds from the business loan
to finance his campaign, it would be unfair and prejudicial to the Candidate for the
Commission to render a finding that the ioan was “prohibited” under federal elections
law, Furthermore, we would respectfully submit that the campaign committee is entitled
to the benefit of the doubt regarding this issue for several reasons. Pirst of all, the
Candhiate and the mortgage lending sompany never intended that the prooeeds of the
loan were tn tn: usud for campaign maposes. ‘Che Candidats attampied io make cleur in
the Decleration that he submittad to the audit staff in response to the interitn draft audit
report that he depasited the loan proeeeds into his law accuunt, te cover law praetice
related expensea. As the eammittee has stated previously, the plain language of the
promissory note specifies that “[rJepayment of this loan is to be secured by accounts
receivable of the Law Offices of Ron Menor.” The parties included this language to make
clear that funds were being loaned to the Candidate in connection with his law practice.

In this regard, it should be noted that on page 4 of its Memorundum, the Office of
General Counsel indicuted that out ef the $45,000 in funds (which ideluded the $5,500
business loan) that were deposited into the campaign account), the Candidate made a total
of $39,000 i icans to the Comunittee, leaving $6,090 in tho law aecaunt which wete not
used in cannnctian with the catepaign. The fact that the Candidate retaiced in his law
account almast the exact same amount that he had borrowed fram the martgage landing
company demonstrates that the proceeds from the business loan were being held in
reserve for the Candidate’s law practice, and not for campaign purposes, and the proceeds
from the loan were in fact not used for campaign purposes.

Concernir e $9,000 Loan fromn the Caiididate’s Joint Checkm Account.

The Audit Division concluded that the $9,000 loan from the Candidate’s joint
checking account to the compaign was imperraissible beanuse it exceeded limits that are
applicable to personal loans or conteibutians fram the Candidate’s spouse. The endit staff
rendered this finding because the Candidate’s spouse signed the check drawn from the
joint checking account, and the Committee stated in its written response to the interim
draft report that the spouse intended to make a personal loan to the campaign.

While it is true that the spouse intended to make a loan to the campaign, we
would rospectfully ask the Commission to consider whether a portion vf the $9,000 {oan
check could be construed as comning from the Cardidate himsoif, pucsnant to fire
appiinable ruie cited th the riraft andit zepinrt. As is atated an page S of the dmft repmt, tae
Committee can rebut the presumption that a contribution from a joint checking account
was made sololy by the spouse “hy showing the Caudidate intended to maka the
contribution.”
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In the instant case, there clearly was an intent on the part of the Candidate to
make a loan to the campaign from the joint check account. In this regard, we are
furnishing to the Commission an Affidavit from the Candidate’s spouse indicating that
she issued and signed a check in the amount of $9,000 payable to the campaign because
the Candidate directed and asked her to do so. (Sce Affidavit of Palricia Menor altached
hersto and made e part hereof,) The Candidate of vourse was legdily entitled to direct that
funds in the joint accaunt be vsed for campaign purposes as a co-cvaer of the areount.
Therefore, based an the Connnission’s own rude, it should consider an atandment to the
audit stafi’s findings to reflect fire fact that the $9,000 loan wns based on a joint and
mutual decision on the part of Candidate and his spouse to use manies from the joint
bank account for tha campaign.

There is another important matter that we need to bring to the Commission’s
attention. It appears that the audit staff has attributed an additional $1,626 in
contributions to the Candidate’s spouse. We have reviewed our records and have been
unable to verify that she mado any contribution in [his amount. The Commifteo would
appreciate clarification on this point.

In Light of our stiong objestions to the findings and secoramendetions in tha draft
audit report, the coromittee had cnnsidered requesting a hearing on this matter before the
Commission. However, given the considerable time and expenses that would be involved
in contesting the findings and in the interests of bringing closure to this audit, which was
initiated close to three years ago, we have decided to forego a hearing request and to have
the Commission render a decision based on the record.

With respect to the remtining loans totaling $15,000 which the Audit Division
has questicnud, we would lika the Cainmission to know that if it datermines that these
lowns exoseded applicable limits, thin occumid inadvertnutly and we are prepared to work
with thie Commission to implement whatever corrective actions are necessary.

III.  Status of Loans from the Candidate to the Campaign.

For the information of the Commission, the bulk of the loans delineated in the
draft audit report have been fully paid. The $5,500 loan from the mortgage lending
company and the $5,000 loan from another individual have already been paid in full with
interest. Moreover, the Candidute porformed legal work for the cumpaign treasurer and
his spouse in lieu of a repayment to them for the loan that they made. Finally, the
Committee isiprepared to rafuud te the Candidate’s spouoe anmounts loimed fing1 the joirtt
charking account if the Commission deems it appropriate, zmd amend iis reports as
necessary fo reficct the foregoing.
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We hope that this written response has been helpful. As always, please feel free to
contact us should you need additional information.

Sincerely,
e

Treasurer
Friends for Menor

Attachment



AFFIDAy. IT OF PATRICIA MENOR
STATE OF HAWAII )

) SS:
CITY AND COUNTY OF HONOLULU )

PATRICIA MENOR, being duly sworn on oath, deposes and says:

L Affiant is a resident of the City and County of Honolulu and is the spouse
of Ron Menor.

2. Her husband was a candidate for a seat in the United States House of
Representatives in the Second Congressional District during the 2006 eleetions.

3. In furtherance of her husband’s campaign, Affiant issued and signed a
check in the amount of $9,000. payable to his campaign committee from a joint account
held by her and her husband. Affiant agreed to issue the check after her husband directed
and asked her to do so because the campaign needed additional funds. Affiant was also
instructed by her husband to make a notation on the check that the amount being
withdrawn from their joint checking account was a loan from them to the campaign

committee,

FURTHER AFFIANT SAYETH NAUGHT. |

PATRICIA MENOR

Subscribed and sworn to before me

this g}/s# # day of erember ~, 2009. o 04..

Public, State of Hawaii
Print Name: Jessvca £ &#/ervor”

My Commission Expires: ﬁuggd &0, 80/ 0
NOTARY PUBLIC CERTlFl AT
Jessica E. Weaver First Judlclal Circuit

Doc. escrlption Affidari?
r/?'/w e’ﬂar ./\/L-M-— :

W
No. of Pages: ___/___Date of Doc. 78747709

Notary s!p::(;/’ Jsez{.ﬂéi.




