
FEDERAL ELECTION COMMISSION
WASHINCTON. OC 303

THIS IS THE BEGIMN OFIJR #

ITE FILMED NERA ND.



*0 INHOFE
CONGRESS

October 19, 1988

Mr. Noriega James
Federal Election Commission
Washington, D. C. 20463
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Dear Mr. James:

I am writing to request a ruling
1986 Congressional campaign. In
in personal funds to the Friends
solely for campaign purposes and
in all of our FEC reports.

regarding a loan that I made to my
1986 1 loaned a total of $45,000
of Jim Inhofe Committee. This was
all such loans have been reported

N

On June 30, 1986 1 made a personal loan to the Friends of Jim Inhofe
Committee in the amount of $20,000 payable at a rate of 8 per cent
interest. My campaign committee informed you of this in a letter
dated August 12, 1986 (copy attached). This loan has been reported
in all subsequent FEC reports.

After receiving the go ahead from my campaign manager and advisers
I secured a personal loan from Mr. Ralph Abercrombie in the amount
of $20,000 also on June 30, 1986 that was secured by 4,000 shares of
stock as is indicated in the attached promissory note to Mr. Abercrombie.
I used this money to loan to my campaign. This was done in good
faith and in the belief that we were in full compliance with the law
since my oersonal loan has appeared on all FEC reports. I have paid
off this loan to Ralph Abercrombie in full.

It has come to my attention that there may be a question regarding
this matter. I would appreciate your review of this matter and advice
if any corrective action is necessary. I will fully abide by your
ruling. Thank you for your consideration.

Sincerely,

James M. Inhofe
Member of Congress

Post office Box 2585 Tulsa, Oklahoma 74105
Paid for by Friends of Jim Inhofe.
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August 12, 1986

0

Mr. Benjamin J. Guthrie, Clerk
U.S. House of Representatives
Washington, DC 20515-6601

RE: July Quarterly Report

ID: 120791

Dear Mr. Guthrie:

Please consider this letter an amendment to the July Quarterly Report
(4/25/86 - 6/30/86) filed by Friends of Jim Inhofe.

The loan from the candidate was from personal funds.

Sincerely,

P 251 285 734

Ralph L. Abercrombie

Campaign Treasurer

7

-7tnj%

Campaign Headquarters
Post Office Box 2585

5115 South Utica
TuIsa, Oklarnoma 74105

918 742-4100

Pac to! b, Fdands of Jim Intwif.

Robert E. Patterson
Carnpagn Chairnan

Ralph Abercrombie
Finance Cha,'-;a"

Mary Ellen M,
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August 12, 1986

Mr. Noriega E. James
Federal Election Commission
Washington, DC 20463

RE: July Quarter Report
Identification Number: C00207993

Dear Sir:

As per our telephone conversation, please consider this letter an 
amendment

to the July Quarterly Report (4/25/86 - 6/30-86) filed by Friends of Jim

Inhofe.

The loan from the candidate was from personal funds.

Sincerely,

P 251 285 735

CE r- F O£ CE .TrlED'M L
Ralph L. Abercrombie
Campaign Treasurer

f~IrA eIo CTAJ

1 4 | ", _

Campaign Headquarters
Post Office Box 2585

5115 South Utica
Tulsa Ok'ahoma 74105

918 742-4100

Robert E. Patterson
Campaign Chairma

Ralph Abercrombie
Finarce Chairman

Mary Ellen MCamda -:-V"

P-, FIend* of Jim Inhofr.

C,



PROMISSORY NOTE
MANEXt(5 NAME AND ADDtISS DA. . or OT- MAnRITVY DATE NOTE NUNSER AMOUNT 0r NOTE

4 6.*86 Fix months after date $20,000.00
James M. Inhofe 'WWA O REN IEU'AL OF NO. INTiE.T RATE ENn ANNUM INTEST PAA11hI
P. 0. Boc 2749 With Interest-@..8% lat maturit
Tulsa, Oklahoma 74101 lamho
Tulsa,___Okl __homa ___74 _01 __" Si red bY4000 Shares National Royalty Corp.

PAY MENT T.MS

FOR VALUE RECEIVED the undersigned Maker(s) and all other parties hereto, sometimes herein referred to collectively as Maker. agree to the terms of this Note andpromise to pay to order of Lender named herein the Amount of Note together with interest as set forth above. Payment of the Amount of Note and interest thereon shallbe made according to the terms and at the time or times stated herein, and any amount not paid when due shall bear interest until paid at a rate 6% per annum greater thanthe per annum interest rate set forth above, but in no event at a rate greater than permitted by law.
ALL PARTIES PRINCIPALS. All parties liable for payment hereunder shall each be regarded as a principal and each party agrees that any party hereto with approval ofholder and without notice to other parties may from time to time renew this Note or consent to one or more extensions or deferrals of Maturity Date for any term or terms.and all parties shall be liable in same manner as on original note. All part ies liable for payment hereunder waive presentment. notice of dishonor and protest and consentto partial payments. substitutions or release of collateral and to addition or release of any party or guarantor.
ADVANCES AND PAYMENTS. It is agreed that the sum of all advances under this Note may exjeed the Amount of Note as shown above, but the unpaid balance shallnever exceed said Amount of Note. Advances and payments on Note shall be recorded on records orLender and such records shall be prima facie evidence of such advances.payments and unpaid principal balance. Subsequent advances and the procedures described herein shall not be construed or interpreted as granting a continuing line ofcredit for Amount of Note. Lender shall have the right in its sole discretion to apply any payment by Maker. or for account of Maker. to this note or any other obligation
of Maker to tender.
CQLLATERAL. This Note and all other obligations of Maker totender. and all renewals or extensions thereof, are secured by the categories of collateral indicated abovearby all other security interests heretofore or hereafter granted toltender as more specifically described in Security Agreements and other securing documentation.
A,,-ELERATION. At option of holder, the unpaid balance of this Note and all other obligations of Maker to holder, whether direct or indirect, absolute or contingent.existing or hereafter arising, shall become immediately due and payable without notice or demand upon the occurrenceor existenceof any of followingevents orconditions: (a) Any payment required by this Note or by any other note or obligation of Maker to holder or to others is not made when due or the occurrence or existenceotfty event which results in acceleration of the maturity of any obligation of Maker to holder or to others under any promissory note. agreement or undertaking; (b) Makerdefaults in performance of any covenant, obligation, warranty or provision contained in any loan agreement or in any instrument or document securing or relating to thisor any other note or obligation of Maker to holder or to others; (c) Any warranty, representation, financial information or statement made or furnished to Lenderby or in behalf of Maker proves to have been false in any material respect when madeorfurnished; (d) The making of any levy against or seizure. garnishment or attachmentof an ycollateral; (e) Any time &nder in its sole discretion believes prospect of payment of this Note is impaired; () When in judgment ot Lener the collateral. if any.be'smes unsatisfactory or insufficient either in character or value, and upon request. Maker fails to provide additional collateral as required bylender; (g) Loss. theft.substantial damage or destruction of collateral, if any; (h) Death, dissolution, or termination of existence of any Maker; or (i) Appointment of a receiver over any partfhe property of any Maker, the assignment of property by any Maker for the benefit of creditors, or the commencement of any proceedings under any bankruptcyor insolvency laws by or against any party liable, directly or indirectly, hereunder

_VERS. No waiver by holder of any payment or other right under this Note or any related agreement or documentation shall operate as a waiver of any other
payment or right.
GLLECTION COSTS All parties liable for payment hereunder agree to pay reasonable costs of collection, including an attorney's fee of 15' of all sums due upon default
RIGHT OF OFFSET. Any indebtedness due from holder hereof to Maker or any part y hereto including, but without limitation. any deposits or credit balances due fromho~er, is pledged to secure payment of this Note and any other obligation to holder of Maker or any party hereto, and may at any time while the whole or any part of sucho~ligation remains unpaid. eit-her before or after Mat urit. hereof, be appropriated, held or apphed" toward the payment of this Note or any other obligation to holder of
Nlker or an. part.,, hereto

gaz'6s M. Inhofe

*Where the name "Lender" appears herein, such name shall be considered
to be the Payee, Ralph L. Abercrombie.



SCIEDULE C
(Revised 3/80) 0 LOANS 0

(Loans Made or Guaranteed by the Candidate)

pag 1 o for
LINE NUMBER _4L.
(Use separate Schedules
for each numbered line)

Name of Committee fin Full)
Friends of Jim Inhofe C00207993

A. Full Name. Ailino Address end ZIP Code of Loan Source Original Amount Cumulative Payment Balance Otitanding at
of Loan To Date Close of This Period

Jim Inhofe
2139 East 32nd Street

- Tu Okla(sea i7fy) 20,O00O0. 0.00 20,000.00_ElIectifon OkilaV ra orer (specify|I: "

Terms: Date Incurred Address and Date Due n 10ln o Interest Rate R (pr) 0 Secured

List All Endorsers or GuarantorA (if any) to Item A

1. Full Name. Mailing Address end ZIP Code Name of Employer

Occupaltion
NONE

Amount Guaranteed Outstanding:

2. Full Name, Mailing Address and ZIP Code Name of Employer

Occupation

3Amount Guaranteed Outstanding:
S

3. Full Name. Mailing Address and ZIP Code Name of Employer

Occupation

Amount Guaranteed Outstanding:

B. Full Name' Maling Address and ZIP Code of Loan Source Original Amount Cumulative Payment Balance Outstanding a
of LoanN To Date Clo of This PeriodJim Inhofe

2139 East 32nd Street
Tulsa, Oklahoma 74105 16,000.00 500.00 15,500.00

Election: C(Primary 0 General C Other (specify):

Terms: Date Incurred. 7/31/86_ Date Due ,On demand interest Rate 0 cyVapr) 1) Secured

List All Endorsers or Guarantors (if ony) to Item 8 ..

1. Full Namen dailing Address and ZIP Code Name of Em duloyer

N ON E Occ upation

Amount Guaranteed Outstanding:
S

2. Full Narn.e, M'ailing Address and ZIP Code Name of Employer

Occupation

Amount Guaranteed Outstanng
S 3

3. Full Na, e, Maiing Address and ZIP Code Name of Employer !'" ; ',"

Amount Guaranteed Outstanding: . .., ,,.'

SUBTOTALS This Period This Page (optional) ... .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..... 35,500.00

TOTALS This Period (lost page in this line only) ...........................................

I -Crry outstnding balance only to LINE 3. Schedule D for this line. If no Schedule D. ary forward to appropriate line of Summary.



DEMOCRATIC PART . OFOKLAHOMA

429 N.E, 50th Street, Suite 100 00 til-l I"Ts1
Oklahoma City, OK 73105
(405) 524-1400

BILL BULLARD cr

State Chair C11

-4 -

BETTY McELDERRY
State Co-Chair

NANCE DIAMOND
State Secretary-Treasurer

GEORGE KRUMME ;/7

National Committee Member October 24, 1988

SENATOR VICKI MILES-LaGRANGE
National Committee Member

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

Dear Commissioners:

The Oklahoma State Democratic Party (the "State Party"l
files this complaint charging violations of the Federal Electiow-
Campaign Act of 1971, as amended ("FECA" or the "Act"), 2 U.S.C.
§§431 et seq., and related regulations of the Federal Electioqf
Commission ("FEC"), 11 C.F.R. §§100.i et seq., by Congressman Jim
Inhofe, his principal campaign committee, and Ralph Abercrombie,
Treasurer of the Principal Campaign Committee (hereinafter.
referred to collectively as "Respondents"), in his individual"
capacity.

Respondents have violated the Act by making and accepting an
excessive contribution in connection with the 1986 campaign of
Mr. Inhofe for the United States Congress. Mr. Abercrombie
loaned $20,000 of his personal funds to Mr. Inhofe which Mr.
Inhofe subsequently loaned to his principal campaign committee.

In an article in the Tulsa Tribune dated October 19, 1988,
Mr. Inhofe states that during the 1986 campaign he borrowed the
$20,000 from his campaign treasurer in his personal capacity. He
then loaned the funds to his campaign committee. The article
quotes Mr. Inhofe as stating that "I borrowed the money because I
wasn't a wealthy enough person to loan" his personal funds to his
campaign.

Except for certain exceptions not relevant here, under the
Federal Election Campaign Act, a loan made for the purpose of
influencing a federal election is a contribution, subject to the

8 6



Federal Election Commission
October 24, 1988
Page 2

contribution limits. 2 U.S.C. 5431(8)(A)(i); 11 C.F.R.
5l00.7(a)(1). FEC regulations specifically provide that "a loan
which exceeds the contribution limitations of 2 U.S.C. §441a and
11 C.F.R. Part 110 shall be unlawful whether or not it is
repaid." 11 C.F.R. 5100.7(a)(1)(i)(A). Contributions by an
individual to a candidate for the United States Congress are
limited to $1,000 per election. 2 U.S.C. §441a(a)(1)(A); 11
C.F.R. §ll0.1(b)(1).

The loan to Mr. Inhoffe was far in excess of this
limitation. Furthermore, Mr. Inhofe was apparently advised prior
to obtaining the loan that such a loan was illegal. (See
attached article from the Tulsa Tribune dated October 20, 1988).

Any argument that Mr. Inhofe had sufficient assets to, in
effect, "guarantee" the loan is unavailing. The existence of
collateral or security to cover the loan does not remove the
violation. The contribution limits apply to any loan from an
individual except one from the personal funds of the candidate.
The term "personal funds" is defined to include only those assets
to which the candidate had legal right of access or control over
at the time he became a candidate. 11 C.F.R. §110.10. By his
own admission, Mr. Inhofe sought the loan from his campaign
treasurer because he, the candidate, did not have sufficient
funds to loan to his campaign. That he had assets he could have
liquidated makes no difference.

This is a clear case of a violation of the contribution
limits through the making and accepting of an excessive loan in
connection with a federal election. Mr. Inhofe has admitted that
the funds were borrowed specifically to aid his primary election
campaign. The funds were borrowed from an individual. The loan
totaled $20,000, far in excess of the $1,000 primary election
limit. The loan has apparently only recently been repaid. Mr.
Inhofe was apparently advised that the loan was illegal. Even if
it has been repaid, the fact that it was made at all remains a
violation.



Federal Election Commission
October 24, 1988
Page 3

Respondents have further violated the FECA by improperly
disclosing the loan. Any report of a loan obtained by the
candidate personally, and subsequently loaned to the candidate's
campaign, must disclose the original source of the loan. In this
case, Mr. Inhofe's campaign reports do not reveal Mr. Abercrombie
as the true source of the funds loaned to the campaign. In fact,
if newspaper accounts are accurate, Mr. Inhofe chose to ignore
opportunities to provide the FEC with accurate information.

I have attached for your reference a series of newspaper
accounts which describe in more detail the particulars of Mr.

CInhofe's actions.

COn the basis of the foregoing, The Oklahoma State Democratic
Party requests that the FEC:

1. Conduct a prompt and immediate investigation of the
facts stated in this complaint;

2. Impose any and all penalties grounded in the violations
calleged in this complaint.

TIT Respectfully submitted,

WILLIAM BULLARD, Chairman
State Ddocratic Party

SUBSCRIBED AND To B FORE ME
this 4 day of - 1988.

N6tary Public

My Commission expires:

-Y-/ I??
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ftan pase SAj oanl.. ..
itrble about S,UUU.

Abercrombie served an finance
alIrmah of the Inhofe campaISM

98 .5; In 1978 Aberoromble was
olnted -by Inhere, then ma qrlieTW, tor srve on the boarof
S"lt Alip art Authority.4bercrom to could not be-

Wfachid for comment.e
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Inhofe given
loan warning

By GRANT WILlIAMS and other staff men ber of his

Tribene Writer campali knew of the loan.
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Federal election law genMally
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spokennan for the FE.
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details on the loan.
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Wednesday.

But Soudriette said the cam-
See LOAN, page 4A
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HANND r"-' """"" FRIENDS OF JIM INHOFE
P. 0. Box 2582

Tulsa, Oklahoma 74101

October 28, 1988

Ctfl

Mr. Noreiga James
Federal Election Commission

c~-J
C- *)

A

Washington, DC 20463 _

Dear Mr. James: -.

This is a follow up to my letter of October 19, 1988,
regarding my personal loan of $20,000 to the Friends of Jim
Inhofe Committee that was made on June 30, 1988.

In my request for an FEC ruling, I also briefly outlined a
financial transaction with Mr. Ralph Abercrombie for $20,000 that
was secured by 4,000 shares of National Royalty Corporation
stock. You have received a copy of the promissory note and the
check from Mr. Abercrombie to me in the amount of $20,000.

I have attached additional documentation regarding this
transaction. Enclosed is a copy of a stock certificate for 4,000
shares of National Royalty Corporation stock that is an OTC
listed, publicly traded stock, which at the time of the
transaction was worth $20,000 and that was freely tradable.

I have also enclosed a copy of an "Assignment Separate from
Certificate" which is a document that is customarily used by
stockbrokers and corporate agents to transfer title to corporate
stock. This was signed by me in blank and witnessed by Eleanor
Womack, Mr. Abercrombie's secretary, so as to give Mr.
Abercrombie complete latitude as to the disposition of the stock.
It was my intent that Mr. Abercrombie have absolute discretion as
to the disposition of that stock.

In exchange for these documents and the stock, I received
$20,000 from Mr. Abercrombie that I truly believed constituted
my own personal funds. I then made a personal loan to my
campaign on June 30, 1986, in the amount of $20,000. I did so in
the belief that it was correct and fully in accordance with FEC
laws and regulations. For that reason, I fully disclosed the
transaction in my financial disclosure documents to the United
States House of Representatives in 1987 and 1988.



I hope this additional documentation will be helpful to the

FEC during its deliberations regarding my request.

Thank you.

Sincerely,

JAMES M. INHOFE

Member of Congress

JMI/lh

enclosure



JIM INHOFE

June 30, 1986

Mr. Ralph Abercrombie
Chapman Exploration
404 Cities Service Bldg.
Tulsa, OK 74119

Dear Ralph:

Attached hereto are stock certificates of 4,000 shares of NationalRoyalty, which is hereby pledged to you to secure t:-he payment of

that note dated June 30, 1986, due six months after this date in
the original sum of $20,000, with interest at 8 per cent per annum payable
at maturity to you as payee.

Nb Sincerely,

c- James M. Inhofe

JMI/lh

P0



JIM INHOFE

June 30, 1986

Mr. Larry Houchin
Houchin, Adamson & Co.
111 W. 5th, Suite 608
Tulsa, OK 74103

Dear Larry:

You are hereby instructed this date to deliver to Mr. Ralph

Abercrombie, 404 Cities Service Bldg, Tulsa, Oklahoma, shares of

stock I have plJgcd to him to secure a note this date.

The stock tz be delivered is 4,000 shares of National

Royalty Corp. ow-ed by me personally and kept in your firm.

ef7'i nc erely,

James M. Inhofe

JMI/lh

0 8s 25 * rulsn. Oklahruma 71101

-
~
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PROMISSORY NOTE
MAKER(SSAME AND ADDRE3. )DATiE,- -. MATURITY DATE aNOTE NUMBER- AMOUNT or sn

I6-k30-86 ix months after date I - $20,000.00
James M. Inhofe
P. O. Box 2749 ._

NEW LOAN "]ENEAL 0 O. iNTLREsT RATE PER A8M INTEREST PAYABLE

.4 With Irterest-0.8% lat mnaturity
Tulsa, Oklahoma 74101 IMUMALCATCORIE # OMCz

:AYENTTR " j$ red by4000 Shares National Royalty Corp.PAYMENTI 'T WS.. . - .,.':: .L . .. ,- -

FOR VALUE RECEIVED the undersigned Maker(s) and all other parties hereto. sometimes herein referred to collectivel yas %taker, agree to the term% of this Note and
promise to pay to order oWender named herein the Amount of Note together with interest as set forth above. Payment of the Amount of Note and interest thereon shall
be made according to the terms and at the time or tires stated herein. and any amount not paid when due shall bear interest until paid at a rate 6% per annum greater than
the per annum interest rate set forth above, but in ro event at a rate greater than permitted by law.

ALL PARTIE_- PRINCIPALS. All parties liable for payment hereunder shall each be regarded as a principal and each party agrees that an% party hereto with approval of
holder and wit hout notice to other parties may from time to time renew this Note or consent to one or more extensions or deferrals of Maturity Date for any term or terms
and all parties shall be liable in same manner as on original note. All parties liable for payment hereunder waive presentment. notice of dishonor and protest and consent
to partial payments. substitutions or release of colla:eral and to addition or release of any party or guarantor.

ADVANCES AND PAYMENTS. It is areed that th, sum of all advances under this Note may exerd the Amount of Note as shown above, but the unpaid balance shall
never exceed said Amount of Note. Ad',inces and parments on Note shall be. recorded on records orLender and such records shall be prima facie evidence of such advances,
payments and unpaid principal balance. Subsequer." advances and the procedures described herein shall not be construed or interpreted as granting a continuing line of
credior Amount of Note. Lender sha:! have the rint in its sole discretion to apply any payment by Maker, or for account of Maker, to this note or anv other obligation
of-' k • to t"nder

COL.4#TERAL Ti- Note and all other obligations of Maker totender, and all renewals or extensions thereof, are secured b% the categories of collateral indicated above
ans,,b'5'dll other security interests heretofore or her-after granted totqender as more specifically described in Security Agreements and other securing documentation.

ACCLRATION. At option of holder, the unpaid :.alance of this Note and all other obligations of Maker to holder, whether direct or indirect, absolute or contingent.
nqgWexisting or hereafter arising, shat: become immediately due and payable without notice or demand upon the occurrence or existence of any of following events or
conditions: (at Any payment required by this Note or by any- other note or obligation of Maker to holder or to others is not made when dueor the occurrenceor existence
ofApl event which'resuls in acceleration of the mat urity ofany obligation of Maker to holder or to others under any promissory note. agreement or undertaking; (b) Maker
defalts in performance of any. covenant, obligatior warranty or provision contained in any loan agreement or in any instrument or document securing or relatingto this
Note os-nv other note or obligation of Maker to ho! 3er or to others; (c) Any warranty, representation, financial information or statement made or furnished to Lender
b)'w* in behalf of MaLer proves to have been false Ir. any' material respect when made orfurnished; (d) The making of any levy against or wizure, garnishment or attachment
of any collateral. fe) Any time &nder in its sole d-t-cretion believes prospect of payment of this Note is impaired; (6 When in judgment of Lener the collateral, if any,
bIohts unsatisfactory or insufficient either in chjL-acter or value, and upon request. Maker fails to provide additional collateral as required bvylnder" (g) Loss theft.
substantial damage or destruction of collateral. if af. , (h) Death, dissolution, or termination of existence of any Maker; or (i) Appointment of a receiver over any part
of thtepropert % of an y Maker. the as-iznment of po.:,pertv by any Maker for the benefit of creditors, or the commencement of any proceedings under any bankruptcy
oCitbsolvenc. 1a'.- by' or against any party liable. d.-ectly or inmrectl', hereunder.

WAIIE..RS No. wa:! r by holder of an. payment 17 other right under this Noteor any related agreement or documentation shall operate as a wai-er of anv other
p 'nt orr@.

COLLECTION CO_-T All parties ias '.- for pay me-n- hereunder agree to pay reasonable costs of collection, including an attorne%'s fee of 151 of all sums due upon default.

RI CHT OF O|TfS.T Any indebtedn,"- due from K:Jer hereof toMaker or any party hereto Including. but without limitation. any deposits or credit balances due from
holder, is pledd to ,.ecure payment c{ this Note a:- an other obligation to holder of Maker or any party hereto. and may at any tirme while the whole or an part ofsuch
oftgation rer -ar.- unpaid. ether be:.: re or after V-urity hereof, be appropriated, held or applied toward the payment of tds Note or any other oblgatiori to holder of
Maker or ar. part-. hereto

8 es M. Inhofe

*Where the name "'ender" appears herein, such name shali, considered
to be the Payee, :a1ph L. Abercrombie.
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779 SOUTHWEST SECURITIES, INC. 1
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711 MANK BLJDG. DALLAS, TEXAS 75201

r214) 681-1800
LO. o 7-1382137
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INCORPORAIED uNDiH TIlL
LAWS Of THE STATE OF OKLAHOMA

, -

COMMON STOCK

OX 011914

NATIONAL ROYALTY CORPORATION

***4000***

COMMON STOCK

[CUSIP 637430 10 9

THIS CERTIFIES that

is the owner of

JAMES INHOFE *4000*******

***4000*****

.****4000****

-**** FOUR THOUSAND ****

FULLY PAID AND NON-ASSESSABLE SHARES OF THE COMMON STOCK OF THE PAR VALUE OF $0.01 PER SHARE OF

NATIONAL ROYALTY CORPORATION
transferable on the books of the Corporation in person or by illorriuy upon u ,.t rhei of lhlw Cotlif icalu propurly fidost d. This Certificate

is not valid unless countersignod by the Transfer Agent and reglbtuied by thu Ilc-btrar

WITNESS the facsimile seal of the Corporation and signatures of its duly authorized officers.

- Dated: JUL 29,1986

I Ati I Ali Y

\
liii 

III NI

~

THE FIRST NATIONAL BANK & TRUST COMPANY
OF OKLAHOMA CITY (OKLAHOMA CITY. OKLAHOMA)

V ,dr 51! e Agel fltl r Htcjlslrar

A l? t,? 'l JI, ++Illllfl

11

1-141 -. 1111 N1,



Foa-4 %23-B1urkhart Printing & Stationery Co., Tulsa, Okla.

ASSIGNMENT SEPARATE FROM CERTIFICATE

hereby sell, assign and transfer unto.............................-.............................................

......... ......................................... - ....................( ...-...... .... ) Shares of the ....................-...

C ap .talis S tock of th e ............ .................................................................. ... ... ......... ......... . ...

.~~~ -...-....... ........ ...........I.. ........................... represented by Certificate No ................... herewith

.. ............. ...I....... .. ................. attorney to transfer the said stock on the books of the

withb-n named Company with full power of substitution in premises.

D ated .................. ........... .................

I n pz-esence of

.. ... .. ... ... .. ... ... ... . .. .. .... . ........ ... ...J. .... ....



BERT C. MCELRO:YEE; ~f
ATTORNEY AT LAW 88 NOV 16 AM 19: 4

2520 MID-CONTINENT TOWER (918) 583-7766

TULSA, OKLAHOMA 74103

November 15, 1988

CDU

Federal Election Commission
Office of General Counsel
Washington, D. C. 20463

Attention: Sandra Robinson

Re: MUR 2742

Gentlemen:

This will acknowledge receipt by Congressman James M.
Inhofe, and by Russell D. Robinson, his campaign treasurer, of
your letter, dated November 1, 1988, advising them of the
complaint filed by William Bullard, Chairman of the Democratic
Party of Oklahoma. This Complaint relates to a transaction
which took place on June 30, 1986, involving funds loaned by
Congressman Inhofe to his campaign committee.

Enclosed is a "Statement of Designation of Counsel",
signed by the Congressman, and another signed by Mr. Robinson,
by authority of which, this letter is submitted in response to
the Complaint.

The matter addressed in the Complaint has been the
subject of correspondence between your office and Congressman
Inhofe since mid-1986. The Commission corresponded with the
Congressman by its letter of August 5, 1986, which was
answered by Mr. Ralph Abercrombie's letter of August 12, 1986
(both bearing your Identification Number C00207993). The
reports submitted to the Commission have been supplemented by
letters from Congressman Inhofe dated October 19, 1988 and
October 28, 1988. The October 19th letter requested a ruling
concerning the transaction in question and preceded the
Bullard Complaint by five days. In essence, the response was
filed before the Complaint.

The previous correspondence and disclosures are,
therefore, incorporated by reference herein as the
Congressman's, and his campaign committee's, responses to the
Complaint. In reviewing all the documentation involved in the
transaction, it appears, with the benefit of hindsight, that
the transaction, without changing its actual substance, could



Federal Election Commission
November 15, 1988
Page 2

have been structured to fully comply with the statutes and
with FEC regulations.

The substance of the transaction was a complete delivery
of stock, with all indicia of title and authority to reconvey,
to Mr. Abercrombie, in exchange for payment to the Congressman
of $20,000, the market value of the stock. It was the
Congressman's intent to use the proceeds of the disposition of
his own property to make a loan to his campaign. (In this
regard, Congressman Inhofe does not recall specific
conversations with his campaign manager concerning this
particular transaction, but recalls being advised that FEC
rules allowed him to contribute his personal funds -- or
proceeds from the disposition of his personal property -- to
his campaign. This is what he believed that he had done.)
Such a transaction is in compliance with the spirit and intent
of the law.

It may be argued, and has been, in the Complaint, that
the transaction violated the letter of the statute and
regulations in that it was couched in terms of a loan (albeit,
one fully secured by liquid, negotiable collateral physically
delivered to the lender).

For these reasons, it is the desire of Congressman Inhofe
and his campaign committee to implement the procedure
described in the attachment to your letter, and to request a
"conciliation prior to finding of probable cause". The
violation, if it existed, has been corrected by the above
referenced correspondence and correction of reports. It is
not the Congressman's desire to involve the commission or its
staff in a lengthy, expensive and unproductive investigation,
when the facts are known and have long since been fully
disclosed.

If further information is required in response to the
Complaint, and prior to implementation of the "conciliation"
procedure, please advise me. If not, I am available for the
purpose of discussing a conciliated resolution of the matter.

ytruly yours,

BCM: jh(i 
culkl

Enclosure
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NO 2742

aIw r O a 3 Bert C. McElroy

A Eloo~ 2520 Mid-Continent Tower

401 South Boston

Tulsa- Oklahoma 74103_

T3LmUO3 (918) 583-7766

The above-named individual is hereby designated as my

counsel and is authorized to receive any 
notifications and other

communications from the Commission 
and to act on my behalf before

the Commission.

November 10, 1988

Date 
Signature

ITZSPODRTS W s Honorable James M. Inhofe

e 1-agoU. S. House of Representatives

1017 Lonworth House Office Building

Washington, D. C. 20515-3601

HO o= P30:

BuSIs P3m: (202) 225-2211
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Cross and Robinson

Resources Scien; Park

4606 East 67th St., Suite 400

S0n PamUa Tulsa, Oklahoma 74136-3101

BUSIiS Pw : (918) 492-8800

NOW 2742

NAM F CO1USNWLs Bert C. A=- w

ADDSS 2520 Mid-'ntintnt 'nwAr

401 South Boston

Tulsa, Oklahoma 74103

TLU3 (918) 583-7766

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications 
and other

communications from the Commission 
and to act on my behalf befoce

the Commission,
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aBERT C. MCE-LROY 88 DEC 14 PHl 3: 15
ATTropNcy AT LAWHAM )EIE D

2520 MID-CONTINENT TOWER (A18D DEL -77RED
TULSA, OKLAHOMA 74103 (1)5376

December 12, 1988

Federal Election commission
Office of General Counsel -

Washington, D.C. 20463

Attention: Sandra Robinson

Re: MUR 2742

Gentlemen:

On November 29, 1988, Mr. Ralph Abercrombie was served
with a copy of the complaint in the above referenced matter
and with a copy of your letter of November 1, 1988, all of
which had previously been served on Congressman James M.
Inhofe and Mr. Russell Robinson, and to which I have
previously responded on behalf of those two individuals.

Enclosed herewith is a Statement of Designation of
Counsel properly executed by Mr. Abercrombie, by authority of
which I am responding to the complaint on his behalf.

Mr. Abercrombie adopts the response which has heretofore
been furnished on behalf of Congressman Inhofe and Mr.
Robinson. However, additional facts pertinent to Mr.
Abercrombie's actions should be added to that response.

At the time Mr. Abercrombie entered into the loan
transaction with Rep. Inhofe, he was aware that Inhofe had
recently experienced serious financial difficulties in
connection with his business, that Inhofe had ongoing living
expenses and business expenses and that he had children in
college and other financial requirements. For these reasons,
and as a long-time personal friend of Rep. Inhofe, Mr.
Abercrombie agreed to make an unconditional, fully secured
loan to Inhofe.

No requirement was attached to that loan, either written
or oral, expressed or implied, that there should be any
restriction on Rep. Inhofe's use of the proceeds or that it
should be used to benefit the Congressional campaign. It was
Mr. Abercrombie's intention that Rep. Inhofe be free to use



Federal Election Commission
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the money for any purpose he chose, whether personal, business
or otherwise. It was a transaction that Mr. Abercrombie would
have entered into entirely without regard to the existence of
a Congressional campaign, and the money was intended and
considered by Mr. Abercrombie to be personal funds of Rep.
Inhofe.

Considering the spirit and purpose of the transaction,
Mr. Abercrombie had no reason to believe that the transaction
transgressed the technical requirements of Federal Election
Laws, and he certainly had no intent to avoid or evade those
requirements. The loan to Rep. Inhofe has been fully repaid,
with interest, and the collateral has been redelivered to

N Congressman Inhofe. All the facts of the transaction have
been fully and accurately reported to the Commission. Mr.
Abercrombie submits that if there has been a violation of the
statutes or regulations, which is not admitted, such violation
has been fully corrected.

Mr. Abercrombie therefore joins with Congressman Inhofe
and Mr. Robinson in requesting conciliation of this matter
prior to a fnding of probable cause. As indicated in my
letter response of November 15, 1988, 1 remain available to
furnish any further information which may be required and to
confer with you regarding a conciliated resolution of this
matter.

Ver truly youirs.,

Bert C.LJ0~l 5&
BCM:ms
Enclosure
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I2742

SAMU OF IU L Bert C. Mco

A 3 2520 Mid-Continent Tower

Tulsa, Oklahoma 74103

?3L1U (918) 583-7766

The above-named individual is hereby designated as my

counsel and is authorized to receive 
any notifications and other

communications from the Comission 
and to act on-jy behalf befoce

the Commission.

December 12, 
1988

Date 
Signatuce

USPIoMDeS 3A: Ralph L. Abercrombie

AM OD38: Chapman Exploration, Inc.

6100 S. Yale Avenue, Suite 1816

Tulsa, Oklahoma 74136

Biui P3~3 (918) 496-7882



FEDERAL ELECTION COMMISSION F :s C14

999 E Street, N.W. FEB
Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT'

Pre-MUR 201
MUR 2742
DATE COMPLAINT RECEIVED BY OGC:

October 25, 1988
DATE OF NOTIFICATION TO
RESPONDENTS: November 1, 1988
STAFF MEMBER: Sandra H.

Robinson

SOURCE OF PRE-MUR:

SOURCE OF COMPLAINT:

RESPONDENTS:

RELEVANT STATUTES:

INTERNAL REPORTS CHECKED:

FEDERAL AGENCIES CHECKED:

I. GENERATION OF MATTER

SUA SPONTE, Congressman Jim Inhofe

Filed by the Democratic Party of
Oklahoma, William Bullard, Chairman

Friends of Jim Inhofe and Russell
Robinson, as treasurer
Congressman Jim Inhofe
Ralph Abercrombie

2 U.S.C. S 431(8)(A)
2 U.S.C. 5 432(e)(2)
2 U.S.C. S 434(b)(2)(G)
2 U.S.C. 5 434(b)(3)(E)
2 U.S.C. 5 441a(a)(1)(A)
2 U.S.C. 5 441a(f)
11 C.F.R. S 100.7(a)(1)
11 C.F.R. S 110.10

Disclosures Reports

None

On October 20, 1988, Congressman Jim Inhofe notified the

Federal Election Commission ("Commission") of circumstances

surrounding a loan he made to his principal campaign committee,

1. This report discusses both PRE-MUR 201 and MUR 2742. Both of these
matters have the same set of facts and respondents. PRE-MUR 201 was
filed by Congressman Inhofe on October 20, 1988, five days prior to
receipt of the complaint in MUR 2742.

'I.E
gEe.
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Friends of Jim Inhofe ("the Committee") during his 1986 election

campaign. Mr. Inhofe was a candidate for the U.S. House of

Representatives for Oklahoma's First Congressional District in

the 1986 election cycle. Mr. Inhofe won the 1986 general

election with 55% of the vote. By a letter and attachments

received at the Commission on October 31, 1988, Mr. Inhofe

provided supplemental information about the subject loan.2

Attachment I.

on October 25, 1988, the Democratic Party of Oklahoma,

through its chairman, William Bullard, filed a complaint against

the above named respondents. The subject of the complaint was

the same circumstances of the loan at issue in Congressman

Inhofefs notification, which was made to his campaign committee

in 1986. The complaint alleged the making and receiving of an

excessive contribution and improper reporting of the source of

the loan. Attached to the complaint were copies of newspaper

articles that discussed the circumstances of the loan.

A response to the complaint was received in the office of

General Counsel from Mr. Inhofe and the Committee, through

counsel, on November 16, 1988. Attachment II. Both respondents

requested pre-probable cause conciliation. A response was

received in this office on December 15, 1988, from the same

2. This information was inadvertently placed on the public
record. with the assistance of the Reports Analysis Division, this
office has had the information removed from the public record and
obtained the original documents from the Clerk of the U.S. House
of Representatives.
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counsel, on behalf of Mr. Abercrombie.3 Attachment 111. He also

requested pre-probable cause conciliation.

1I. FACTUAL AND LEGAL ANALYSIS

A. The Law

The Federal Election Campaign Act of 1971, as amended ("the

Act"), defines "contribution" to include loans made to the

political committee. 2 U.S.C. 5 431(8)(A). Commission

regulations include a guarantee, endorsement, and any other form

of security in the term "loan." Further, loans may not exceed

the contribution limitations of Section 441a and those that do

are unlawful, even if they are repaid. A loan is a contribution

C11111 when it is made and remains such to the extent that it remains

unpaid. To the extent that it is repaid, a loan is no longer a

contribution. In addition, a loan is a contribution made by each

endorser or guarantor of such loan, according to the portion of

the total amount for which the endorser or guarantor is liable in

_ a written agreement. Any repayment proportionately reduces the

amount guaranteed or endorsed. Loans made to candidates in the

ordinary course of business by federally insured lending

institutions are not considered contributions by that

institution. 11 C.F.R. 5 100.7(a)(1).

The Act provides that where any loan is obtained by a

candidate in connection with his or her campaign, the candidate

3. Mr. Abercrombie's address was initially obtained from financial
disclosure reports filed with the Commission by the Committee. The
first notification of the complaint that was mailed to him was
returned because he was no longer at that address. The FEC librarian
assisted with locating a current address for Mr. Abercrombie and
the notification was mailed to him at that address.
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shall be considered to have obtained such loan as an agent of his

or her authorized committee(s). 2 U.s.c. 5 432(e)(2).

The Act limits the amount an individual can contribute to a

candidate or an authorized political committee, with respect to

any election for federal office, to an aggregate amount of

$1,000. 2 U.S.C. 5 441a(a)(1)(A).

The Act further prohibits a candidate or political committee

from knowingly accepting any contribution or making any

expenditure in violation of the provisions of Section 441a. in

addition, no officer or employee of a political committee shall

knowingly accept a contribution made for the benefit or use of a

candidate, or knowingly make an expenditure on behalf of a

candidate, in violation of any limitation imposed on

contributions and expenditures under Section 441a. 2 U.S.C.

S441a(f).

The Act and regulations do not limit the amount that

candidates for federal office may contribute to their own

committees from personal funds. The term "personal funds"

includes:

1. any assets to which, under applicable state law,
the candidate had a legal right of access to, or
control over, at the time of becoming a candidate; and
with which the candidate had either legal and rightful
title or an equitable interest;

2. salary and other earned income from bona fide
employment; dividends and proceeds from the sale of the
candidate's stocks or other investments; bequests to
the candidate; income from trusts established before
candidacy; income from trusts established by bequest
after candidacy, of which the candidate is the
beneficiary; gifts of a personal nature which had been
customarily received prior to candidacy; proceeds from
lotteries and similar legal games of chance; and
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3. the candidate's portion of assets jointly owned
with his or her spouse. The candidate's personal funds
shall be that portion which is the candidate's share of
the assets under the instrument(s) of conveyance or
ownership. If no specific share is so indicated, the
value of one-half of the property used shall be
considered as personal funds of the candidate.
11 C.F.R. S 110.10.

An authorized committee must disclose, on reports filed with

the Commission, the total amount of all loans made by or

guaranteed by the candidate, as well as all other loans.

2 U.S.C. S 434(b)(2)(G). Disclosure reports must also identify

each person who makes a loan to the reporting committee during

the reporting period, together with the name of any endorser or

guarantor of such loan, and the date and amount or value of such

loan. 2 U.S.C. S 434(b)(3)(E).

B. Analysis

1. Alleged Excessive Contribution

On June 30, 1986, Mr. Inhofe borrowed $20,000 from his then

campaign committee treasurer, Ralph L. Abercrombie.4 A copy of

the Promissory Note signed by Mr. Inhofe was attached to his

initial letter that generated the Pre-MUR, and to the

supplemental information submitted to the Commission. Attachment

I(5). There were no other signatories on the Note, thus, it

appears that there were no endorsers or guarantors for the loan.

Although Mr. Abercrombie did not sign the Note, there is a typed

revision on the form stating that "(w)here the name 'Lender'

appears herein, such name shall be considered to be the Payee

4. On June 17, 1988, the Committee amended its Statement of
Organization to identify Russell D. Robinson as treasurer.

-1
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Ralph L. Abercrombie."s The terms of the loan agreement required

that the loan be repaid within six months at an interest rate of

8%.

The loan was secured with 4,000 shares of National Royalty

Corporation stock. The supplemental information provided by

Mr. Inhofe included, in addition to another copy of the

Promissory Note, copies of letters that addressed the transfer of

the stock to Mr. Abercrombie as security for the loan, the

transfer request submitted by the security company, the stock

certificate, and an Assignment Separate from Certificate.

Attachment 1(3)-(8). The stock certificate showed that Jim

Inhofe was the owner of the 4000 shares of National Royalty

Corporation stock. The stock did not appear to be jointly owned

with any other person or entity. Attachment IM7.

The Assignment Separate from Certificate form bears the

signatures of Mr. Inhofe and a witness. Attachment 1(8). No

other information is filled-in on the form. Mr. Inhofe stated

in his cover letter that the form was left blank to allow

Mr. Abercrombie "absolute discretion as to the disposition of

that stock." Attachment I(1). Such action constitutes a blank

endorsement and, in situations where delivery is for a limited

purpose, such as the pledge in this instance, a security interest

is established and the holder of the assignment instrument is

5. The Promissory Note appears to be a standard form used by a bank
located in Tulsa, Oklahoma. All reference to the bank is crossed
out. Apparently, Mr. Inhofe and Mr. Abercrombie used this form,
which provided the language that confirmed their agreement, as a
matter of convenience. There is no evidence that a bank was
involved in the loan transaction.
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considered an agent for the transferor. This practice is

permitted under the Oklahoma Business Corporation Act and the

Uniform Commercial Code. See Oklahoma Business Corporation Act,

5 1054 and Uniform Commercial Code, 5 8-308. See also,

Fletcherfs Cyclopedia Corporations, Volume 12, 5 5480. The

request for transfer form used by the security company shows that

the stock was apparently transferred and was registered in the

name of Jim Inhofe. The letters to Mr. Abercrombie and to the

firm that held the stock specify that the stock was pledged to

secure the $20,000 loan and was to be delivered to

Mr. Abercrombie. Delivery of both the stock and the assignment

form to Mr. Abercrombie would effectuate a valid transfer.

Uniform Commercial Code, 5 8-309. There is no evidence that such

a transfer was not effective in this instance, therefore, the

loan appears to have been secured as stated by respondents.

In his response to the complaint, which incorporated by

reference the information provided in his letters of October 19

and October 28, 1988, Mr. Inhofe stated that the loan obtained

from Mr. Abercrombie had been repaid in full. See Attachment

1(5). Attachment II(1), and Memorandum to the Commission, Pre-MUR

201 - Complaint, dated October 26, 1988. In his response,

Mr. Abercrombie also stated that the loan had been repaid in

full. Attachment 111(2). In the news articles attached to the

complaint, it was reported that Mr. Inhofe stated that he repaid

the loan to Mr. Abercrombie with funds from his campaign

committee and with his personal funds. It is not known, however,

whether such personal funds were solely those of Mr. Inhofe.
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Further, the news article stated that the payments from the

campaign committee funds were initially disbursed to Mr. Inhofe

and then forwarded to Mr. Abercrombie. This office has proposed

interrogatories to Mr. Inhofe to determine the circumstances of

the repayments to Mr. Abercrombie for the loan.

The complaint alleged that Mr. Inhofe had prior knowledge

that obtaining the loan from Mr. Abercrombie would violate the

Act. Newspaper articles attached to the complaint reported that

Mr. Inhofe's 1986 campaign manager, Mary Ellen Miller, advised

him prior to doing so, that he should not borrow the money from

Mr. Abercrombie. See Memorandum to the Commission, MUR 2742 -

Complaint, dated October 31, 1988. In his letter of October 19,

1988, Mr. Inhofe stated that "(a)fter receiving the go ahead from

my campaign manager and advisers I secured a personal loan from

Mr. Ralph Abercrombie..." In his response to the complaint in

this matter, Mr. Inhofe's counsel stated that Mr. Inhofe "does

not recall specific conversations with his campaign manager

concerning its particular transaction, but recalls being advised

that FEC rules allowed him to contribute his personal funds..."

Attachment 11(2).

The legislative history of the 1976 amendments to the Act

discuss knowing and willful violations. Congressman Hays noted

in his comments during the House debates on the Conference Report

that the phrase "knowing and willful" referred to "actions taken

with full knowledge of all of the facts and a recognition that

the action is prohibited by law." 122 Cong. Rec. H3778 (daily

ed. May 3, 1976). The House Report distinguished the phrase to
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include "violations as to which the Commission has clear and

convincing proof that the acts were committed with a knowledge of

all the relevant facts and a recognition that the action is

prohibited by law." H.R. Rep. No. 94-917, 94th Cong. 2d Sess.

3-4 (1976). Further, in Federal Election Commission v. John A.

Dramesi for Congress Committee, 640 F.Sup. 985 (D.N.J. 1986), the

Court noted that the knowing and willful standard requires

knowledge that one is violating the law.

Because Mr. Inhofe was an active party to the loan

agreement, he may have been knowledgeable of all the relevant

facts that constituted the alleged violation at issue here.

Reported statements by his 1986 campaign manager suggest that

Mr. Inhofe also may have had knowledge that such action would

violate the Act. However, such statements were not taken under

oath or made in connection with an investigation to determine

whether the Act had been violated. Further investigation is

required to determine the extent of the alleged violation in this

matter.

In his response to the complaint, Mr. Abercrombie, through

counsel, stated that it was his intention to loan Mr. Inhofe the

$20,000 for whatever purpose Mr. Inhofe chose to use it.

According to Mr. Abercrombie, there were no restrictions on the

use of the funds. Attachment III. The facts in this matter are

clear, however, that Mr. Inhofe did use the $20,000 for his 1986

campaign. As such, Mr. Inhofe acted as an agent for his campaign

committee and the loan was, in effect, a loan to that committee.

2 U.s.c. S 432(e). Further, at the time Mr. Inhofe gave the
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borrowed funds to his campaign committee, Mr. Abercrombie was the

treasurer of that committee. Thus, Mr. Abercrombie was fully

aware of the purpose for which the loan was used.

Since a loan is a contribution when it is made and remains

such until it is repaid, and the contribution limitations of

Section 441a must not be exceeded, it appears that

Mr. Abercrombie made a contribution to the Committee in excess of

the limitation set at 2 U.S.C. 5 441a(a)(1)(A). Further, it

appears that the Committee and Mr. Inhofe accepted an excessive

contribution from Mr. Abercrombie in violation of 2 U.S.C.

S 441a(f).

Based on the foregoing, this Office recommends that the

Commission open a Matter Under Review in Pre-MUR 201, merge

Pre-MUR 201 with MUR 2742, find reason to believe Jim Inhofe, and

Friends of Jim Inhofe and Russell D. Robinson, as treasurer,

violated 2 U.S.C. 5 441a(f), and find reason to believe Ralph

Abercrombie violated 2 U.S.C. S 441a(a)(1)(A). This Office also

recommends that the Commission decline, at this time, to enter

into conciliation with Mr. Inhofe, the Committee and Ralph

Aberctombie, prior to a finding of probable cause to believe, in

order to investigate this matter. Finally, this Office

recommends that the Commission approve the attached subpoena and

order to Mary Ellen Miller, Mr. Inhofe's 1986 campaign manager;

and the interrogatories and request for production of documents

to Mr. Inhofe and the Committee.
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2. Alleged Reporting Violation

The Committee disclosed the $20,000 loan as made from

Mr. Inhofe's personal funds, designated for the primary election,

in its 1986 July Quarterly Report. In its 1988 Post-General

Report, the most recent report filed by the Committee to date,

the loan is still disclosed as derived from Mr. Inhofe's personal

funds, with a balance of $12,000 remaining to be repaid. As

noted above, in accordance with the Act and Commission

regulations, Mr. Inhofe must be viewed as an agent for his

campaign committee in the circumstances of this matter. As such,

the $20,000 loan was made to the Committee by Mr. Abercrombie.

Thus, the Committee should have identified Mr. Abercrombie as the

original source of the loan on a Schedule C in its 1986 July

Quarterly Report and in subsequent reports filed during the

period that the loan was outstanding to Mr. Abercrombie. See

Advisory Opinion 1985-33. Therefore, this Office recommends that

the Commission find reason to believe Friends of Jim Inhofe and

Russell D. Robinson, as treasurer, violated 2 U.S.C. S 434(b).

III. RECOMMENDATIONS

1. Open a MUR in Pre-MUR 201 and merge with MUR 2742.

2. Find reason to believe Jim Inhofe, and Friends of Jim Inhofe
and Russell D. Robinson, as treasurer, violated 2 U.S.C.
5 441a(f).

3. Find reason to believe Ralph Abercrombie violated 2 U.S.C.
S 441a(a)(1)(A).

4. Find reason to believe Friends of Jim Inhofe and Russell D.
Robinson, as treasurer, violated 2 U.S.C. S 434(b).
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5. Decline, at this time, to enter into conciliation with Jim
Inhofe, Friends of Jim Inhofe and Russell D. Robinson, as
treasurer, and Ralph Abercrombie, prior to a finding of probable
cause to believe.

6. Approve the attached letters and Factual and Legal Analyses.

7. Approve the attached interrogatories and request for
production of documents to Jim Inhofe.

8. Approve the attached letter, and subpoena and order to Mary
Ellen Miller, as a nonrespondent witness.

Lawrence M. Noble
General Counsel

Date I rtI G. Ltnie
Associate General Counsel

Attachments
1. Supplemental information to Pre-MUR 201.
2. Response to complaint from Mr. Inhofe and the Committee.
3. Response to complaint from Mr. Abercrombie.
4. Proposed letters and Factual and Legal Analyses (3).
5. Proposed interrogatories and request for production of

documents to Mr. Inhofe.
6. Proposed letter and subpoena and order to Mary Ellen

Miller.

Staff assigned: Sandra H. Robinson
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FEDERAL ELECTION COMMISSIONU ,. ASHI~tONDC 246)March 14, 1989

Bert C. Mci~lroy, Esq.
2520 Mid-Continent Tower
401 South Boston
Tulsa, Oklahoma 74103

RE: HUR 2823
Jim Inhofe

Dear Mr. McElroy:

On November 1, 1988, the Federal Election Commission
notified your client, Congressman Jim Inhofe, of a complaint
alleging violations of certain sections of the Federal Election
Campaign Act Of 1971, as amended ("the Act"). A Copy of the
complaint was forwarded to your client at that time. By letters
dated October 19, 1988, and October 28, 1988, your client also
notified the Commission of the circumstances subject of the
complaint, prior to receipt of the complaint. The Commission has
merged these matters; henceforth, both will be known as

1r~r MUR 2823.

Upon further review of the allegations contained in the
complaint, and information supplied by your client, Jim Inhofe,
the Commission, on February 28, 1989, found that there is reason
to believe Jim Inhofe violated 2 U.S.C. S 441a(f), a provision of
the Act. The Factual and Legal Analysis, which formed a basis
for the Commission's finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against your client. You may submit
any factual or legal materials that you believe are relevant to
the Commission's consideration of this matter. Please submit
such materials to the General Counsel's office, along with
answers to the enclosed interrogatories and request for
production of documents, within 15 days of receipt of this
letter. Where appropriate, statements should be submitted under
oath.I

In the absence of any additional information demonstrating
that no further action should be taken against your client, the
Commission may find probable cause to believe that a violation
has occurred and proceed with conciliation.
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on November 16, 1988, in your response to the complaint,
you submitted a request to enter into conciliation negotiations
prior to a finding of probable cause to believe. The Commission
has considered your request and determined, because of the need
to complete the investigation, to decline at this time to enter
into conciliation prior to a finding of probable cause to
believe. At such time when the investigation in this matter has
been completed, the Commission will reconsider your request.

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

This matter will remain confidential in accordance with
2 U.S.C. 55 437g(a)(4)(8) and 437g(a)(12)(A) unless you notify
the Commission in writing that you wish the matter to be made
public.

if you have any questions, please contact Sandra H.
Robinson, the attorney assigned to this matter, at (202)
376-8200.

C-11 Sincerely,

Lee Ann Elliott
Vice Chairman

Enclosures
Factual &Legal Analysis
Interrogatories and Request for
Production of Documents



FEDERAL ELECTION CONNISS ION

FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Jim Inhofe NUR 2823

The Federal Election Campaign Act of 1971, as amended ("the

Act"), defines "contribution" to include loans made to the

political committee. 2 U.S.C. 5 431(8)(A). Commission

regulations include a guarantee, endorsement, and any other form

of security in the term "loan." Further, loans may not exceed

the contribution limitations of Section 441a and those that do

are unlawful, even if they are repaid. A loan is a contribution

when it is made and remains such to the extent that it remainsell
_ unpaid. To the extent that it is repaid, a loan in no longer a

contribution. in addition, a loan is a contribution made by each

endorser or guarantor of such loan, according to the portion of

the total amount for which the endorser or guarantor is liable in

a written agreement. Any repayment proportionately reduces the

amount guaranteed or endorsed. Loans made to candidates in the

ordinary course of business by federally insured lending

institutions are not considered contributions by that

institution. 11 C.F.R. 5 100.7(a)(1).

The Act provides that where any loan is obtained by a

candidate in connection with his or her campaign, the candidate

shall be considered to have obtained such loan as an agent of his

or her authorized committee(s). 2 U.S.C. 5 432(e)(2).

The Act limits the amount an individual can contribute to a

candidate or an authorized political committee, with respect to

any election for federal office, to an aggregate amount of



-2-

$1,000. 2 U.S.C. s 441a(a)(1)(A).
The Act further prohibits a candidate or political committee

from knowingly accepting any contribution or making any

expenditure in violation of the provisions of Section 441a. In

addition, no officer or employee of a political committee shall

knowingly accept a contribution made for the benefit or use of a

candidate, or knowingly make an expenditure on behalf of a

candidate, in violation of any limitation imposed on

contributions and expenditures under Section 441a. 2 U.S.C.

s 441a(f).

The Act and regulations do not limit the amount that

Icandidates for federal office may contribute to their own

committees from personal funds. The term "personal funds"
Nincludes:

1. any assets to which, under applicable state law,
the candidate had a legal right of access to, orcontrol over, at the time of becoming a candidate; andwith which the candidate had either legal and rightful
title or an equitable interest;

2. salary and other earned income from bona fideemployment; dividends and proceeds from the sale of the
9candidate's stocks or other investments; bequests to

the candidate; income from trusts established before
candidacy; income from trusts established by bequest
after candidacy, of which the candidate is the
beneficiary; gifts of a personal nature which had been
customarily received prior to candidacy; proceeds from
lotteries and similar legal games of chance; and

3. the candidate's portion of assets jointly ownedwith his or her spouse. The candidate's personal funds
shall be that portion which is the candidate's share ofthe assets under the instrument(s) of conveyance or
ownership. If no specific share is so indicated, thevalue of one-half of the property used shall be
considered as personal funds of the candidate.
11 C.F.R. $ 110.10.

On June 30, 1986, Jim Inhofe borrowed $20,000 from his then
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campaign committee treasurer, Ralph L. Abercrombie.' It appears

that there were no endorsers or guarantors for the loan.

Although Mr. Abercrombie did not sign the Promissory Note that

evidenced the loan, there is a typed revision on the form stating

that "Where the name 'Lender' appears herein, such name shall

be considered to be the Payee Ralph L. Abercrombie."2 The terms

of the loan agreement required that the loan be repaid within six

months at an interest rate of 8%.

The loan was secured with 4,000 shares of National Royalty

Corporation stock. The stock certificate showed that Jim Inhofe

was the owner of the 4000 shares of National Royalty Corporation

stock. The stock did not appear to be jointly owned with any

other person or entity.

An Assignment Separate from Certificate form bears the

signatures of Mr. Inhofe and a witness. No other information is

filled-in on the form. Delivery of the stock and the assignment

form to Mr. Abercrombie would effectuate a valid transfer.

Uniform Commercial Code, 5 8-309. The form was apparently left

blank to allow Mr. Abercrombie "absolute discretion as to the

disposition of that stock." Such action constitutes a blank

endorsement and, in situations where delivery is for a limited

purpose, such as the pledge in this instance, a security interest

1. on June 17, 1988, the Committee amended its Statement of
organization to identify Russell D. Robinson-as treasurer.
2. The Promissory Note appears to be a standard form used by a bank
located in Tulsa, Oklahoma. All reference to the bank is crossed
out. Apparently, Mr. Inhofe and Mr. Abercrombie used this form,
which provided the language that confirmed their agreement, as a
matter of convenience. There is no evidence that a bank was
involved in the loan transaction.



-4-

is established and the holder of the assignment instrument is

considered an agent for the transferor. This practice is

permitted under the Oklahoma Business Corporation Act and the

Uniform Commercial Code. See Oklahoma Business Corporation Act,

5 1054 and Uniform Commercial Code, 5 8-308. See also,

Fletcher's Cyclopedia Corporations, Volume 12, 5 5480. The

request for transfer form used by the security company shows that

the stock was apparently transferred and was registered in the

name of Jim Inhofe. The letters to Mr. Abercrombie and to the

firm that held the stock specified that the stock was pledged to

secure the $20,000 loan and was to be delivered to

Mr. Abercrombie. There is no evidence that the transfer was not

effective in this instance, therefore, the loan appears to have

been secured as stated.

In his response to the complaint, which incorporated by

reference the information provided in his letters of October 19

and October 28, 1988, Mr. Inhofe stated that the loan obtained

from Mr. Abercrombie had been repaid in full.

The complaint alleged that Mr. Inhofe had prior knowledge

that obtaining the loan from Mr. Abercrombie would violate the

Act. Newspaper articles attached to the complaint reported that

Mr. Inhofets 1986 campaign manager, Mary Ellen Miller, advised

him prior to doing so, that he should not borrow the money from

Mr. Abercrombie. In his letter of October 19, 1988, Mr. Inhofe

stated that "(a)after receiving the go ahead from my campaign

manager and advisers I secured a personal loan from Mr. Ralph

Abercrombie..." In his response to the complaint in this matter,
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Mr. Inhofe's counsel stated that he "does not recall specific

conversations with his campaign manager concerning its particular

transaction, but recalls being advised that FEC rules allowed him

to contribute his personal funds."

In accordance with the Act and Commission regulations,

Mr. Inhofe obtained the $20,000 loan from Mr. Abercrombie as an

agent for his 1986 campaign committee. A loan is a contribution

when it is made and remains such until it is repaid. Further,

the contribution limitations of Section 441a of the Act must not

be exceeded. Therefore, there is reason to believe Jim Inhofe

violated 2 U.S.C. S 441a(f).
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BEFORE THE FEDERAL RLECTION COMNISSION

In the Matter of )

) MUR 2823
)

INTERROGATORIES AND REQUEST
FOR PRODUCTION OF DOCUNENTS

TO: Congressman Jim Inhofe
c/o Bert C. McElroy, Esq.
2520 Mid-Continent Tower
401 South Boston
Tulsa, Oklahoma 74103

In furtherance of its investigation in the above-captioned

matter, the Federal Election Commission hereby requests that you

submit answers in writing and under oath to the questions set

forth below within 15 days of your receipt of this request. In

addition, the Commission hereby requests that you produce the

documents specified below, in their entirety, for inspection and

copying at the Office of the General Counsel, Federal Election

Commission, Room 659, 999 E Street, N.W., Washington, D.C. 20463,

on or before the same deadline, and continue to produce those

documents each day thereafter as may be necessary for counsel for

the Commission to complete their examination and reproduction of

those documents. Clear and legible copies or duplicates of the

documents which, where applicable, show both sides of the

documents may be submitted in lieu of the production of the

originals.
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INSTRUCTIONS

in answering these interrogatories and request for
production of documents, furnish all documents and other
information, however obtained, including hearsay, that is in
possession of, known by or otherwise available to you, including
documents and information appearing in your records.

Each answer is to be given separately and independently, and
unless specifically stated in the particular discovery request,
no answer shall be given solely by reference either to another
answer or to an exhibit attached to your response.

The response to each interrogatory propounded herein shall
set forth separately the identification of each person capable of
furnishing testimony concerning the response given, denoting
separately those individuals who provided informational,
documentary or other input, and those who assisted in drafting
the interrogatory response.

If you cannot answer the following interrogatories in full
after exercising due diligence to secure the full information to
do so, answer to the extent possible and indicate your inability
to answer the remainder, stating whatever information or
knowledge you have concerning the unanswered portion and
detailing what you did in attempting to secure the unknown
information.

Should you claim a privilege with respect to any documents,
communications, or other items about which information is
requested by any of the following interrogatories and requests
for production of documents, describe such items in sufficient
detail to provide justification for the claim. Each claim of
privilege must specify in detail all the grounds on which it
rests.

The following interrogatories and requests for production of
documents are continuing in nature so as to require you to file
supplementary responses or amendments during the course of this
investigation if you obtain further or different information
prior to or during the pendency of this matter. Include in any
supplemental answers the date upon which and the manner in which
such further or different information came to your attention.
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DEFINITIONS

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

"You" shall mean the named respondent in this action to whom
these discovery requests are addressed, including all officers,
employees, agents or attorneys thereof.

"Persons" shall be deemed to include both singular and
plural, and shall mean any natural person, partnership,
committee, association, corporation, or any other type of
organization or entity.

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

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

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

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

1. On June 30, 1986, you obtained a loan of $20,000 from Ralph
Abercrombie and subsequently used such loan for your 1986
Congressional campaign.

a. State whether you discussed the procedures and/or
circumstances of the loan with any person prior to obtaining
the loan. identify such persons and the dates of the
discussion with each. Describe in detail your discussions
with each person.

b. State whether you discussed the loan with Mary Ellen
Miller. Describe her relationship with your 1986 federal
campaign. Describe in detail you discussion(s) with
Ms. Miller about the loan and the dates of such
discussion(s).

2. In information you have provided in connection with this
matter, you stated that the loan from Mr. Abercrombie has
been repaid in full.

a. Identify the source of the funds used to repay the
loan, and the date and amount of each repayment.

b. if the loan was repaid from personal funds, state
whether you were the sole owner of the assets/funds used to
repay the loan. If not, identify the persons or entities
that had a legal or equitable interest in such assets/funds.
Identify the total value of such assets/funds and the
proportionate share of each person's or entity's interest,
including your share.

3. Provide copies of all documents including, but not limited
to, receipts, correspondence, memoranda, and canceled
checks, connected with the transactions described in your
answers to the above questions.
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CERTIFIED NAIL
RETURN RECEIPT REQUESTED

Mary Ellen Miller
11902 East 106th Street, North
Owasso, Oklahoma 74055

RE: MUR 2823

Dear Ms. Miller:

The Federal Election Commission has the statutory duty of
enforcing the Federal Election Campaign Act of 1971, as amended,
and Chapters 95 and 96 of Title 26, United States Code. The
Commission has issued the attached order and subpoena which
requires you to provide certain information in connection with an
investigation it is conducting. The Commission does not consider
you a respondent in this matter, but rather a witness only.

Because this information is being sought as part of an
investigation being conducted by the Commission, the
confidentiality provision of 2 U.S.C. 5 437g(a)(12)(A) applies.
That section prohibits making public any investigation conducted
by the Commission without the express written consent of the
person with respect to whom the investigation is made. You are
advised that no such consent has been given in this case.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses to this subpoena and
order. However, you are required to submit the information
within 15 days of your receipt of this subpoena and order. All
answers to questions must be submitted under oath.
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If you have any questions, please contact Sandra H.
Robinson, the attorney assigned to this matter, at (800)
424-9530.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois .Lerne

Associate General Counsel

Enclosure
Subpoena and Order
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in the Matter of)
) MUR 2823

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

TO: Mary Ellen Miller
11902 East 106th Street, North
Owasso, Oklahoma 74055

Pursuant to 2 U.S.C. S 437d(a)(l) and (3), and in

furtherance of its investigation in the above-captioned matter,

the Federal Election Commission hereby orders you to submit

written answers to the questions attached to this Order and

subpoenas you to produce the documents requested on the

attachment to this Subpoena. Legible copies which, where

applicable, show both sides of the documents may be substituted

for originals.

Such answers must be submitted under oath and must be

forwarded to the office of the General Counsel, Federal Election

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

with the requested documents within 15 days of your receipt of

this order and Subpoena.
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WHEREFORE, the Vice Chairman of the Federal Election

Commission has hereunto set her hand at Washington, D.C., this

/ day of .ia4(,19 89.

An4-Elloc ,Vieaiman
Federal Election Commission

ATTEST:

Marjor W. Emmons

Secret Aly to the Commission

Attachment
Interrogatories and Document Request (6 pages)
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INSTRUCTIONS

In answering these interrogatories and request for
production of documents, furnish all documents and other
information, however obtained, including hearsay, that is inpossession of, known by or otherwise available to you, including
documents and information appearing in your records.

Each answer is to be given separately and independently, andunless specifically stated in the particular discovery request,
no answer shall be given solely by reference either to another
answer or to an exhibit attached to your response.

The response to each interrogatory propounded herein shall
set forth separately the identification of each person capable offurnishing testimony concerning the response given, denoting
separately those individuals who provided informational,
documentary or other input, and those who assisted in drafting
the interrogatory response.

If you cannot answer the following interrogatories in fullafter exercising due diligence to secure the full information todo so, answer to the extent possible and indicate your inability
to answer the remainder, stating whatever information orknowledge you have concerning the unanswered portion and
detailing what you did in attempting to secure the unknown
information.

Should you claim a privilege with respect to any documents,
communications, or other items about which information is
requested by any of the following interrogatories and requests
for production of documents, describe such items in sufficient
detail to provide justification for the claim. Each claim ofprivilege must specify in detail all the grounds on which it
rests.

The following interrogatories and requests for production ofdocuments are continuing in nature so as to require you to file
supplementary responses or amendments during the course of this
investigation if you obtain further or different information
prior to or during the pendency of this matter. Include in anysupplemental answers the date upon which and the manner in which
such further or different information came to your attention.
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DEFINITIONS

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

"You" shall mean the named individual or entity to whom
these discovery requests are addressedo including all officers,
employees, agents or attorneys thereof.

"Persons" shall be deemed to include both singular and
plural, and shall mean any natural person, partnership,
committee, association, corporation, or any other type of
organization or entity.

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

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

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

"And" as well as "or" shall be construed disjunctively or
conjunctively as necessary to bring within the scope of these
interrogatories and requests for the production of documents any
documents and materials which may otherwise be construed to be
out of their scope.
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INTERROGATORIES AND REQ.UZST
roR PRODUCTION 01P DOCURBUTS

1. a. State whether you served as campaign manager for the
1986 Congressional campaign of Jim Inhofe, candidate for the
First Congressional District of Oklahoma.

b. Describe your duties and responsibilities as campaign
manager and the dates you held such position.

C. Identify any other positions you held with the 1986
Congressional campaign of Mr. Inhofe, the dates you held
such positions, and describe the duties of such positions.

2. Attached as Exhibits 1 and 2 are newspaper articles wherein
it was reported that you advised Mr. Inhofe against
obtaining a $20,000 loan from Ralph Abercrombie, his then
campaign committee treasurer, for use in his 1986
Congressional campaign.

a. State whether you had prior knowledge that Mr. Inhofe
planned to obtain the loan from Ralph Abercrombie for use in
his 1986 Congressional campaign. Describe how you became
aware of the loan. Identify the persons who informed you of
the loan and/or discussed the loan with you. identify the
date(s) on which you learned about and discussed the loan.

b. State whether the newspaper articles accurately report
your comments to Mr. Inhofe about the loan.

C. State whether you advised Mr. Inhofe about procedures
for obtaining loans for federal campaign purposes. Describe
in detail your discussions with Mr. Inhofe about the loan
from Mr. Abercrombie. Identify the dates of such
discussions.

d. State whether you informed Mr. Inhofe that obtaining
the loan from Mr. Abercrombie would violate the Federal
Election Campaign Act of 1971, as amended. Describe in
detail the discussions you had with Mr. Inhofe about the
legality of the loan. Identify the dates of such
discussions. State whether you had such discussions prior
to Mr. Inhofe obtaining the loan.

e. Identify other persons with whom you discussed the
legality of the loan. Describe in detail your discussions
with these persons and identify the dates of such
discussions.
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3. State whether you had knowledge at the time that Mr. Inhofe
had obtained a loan from Mr. Abercrombie on June 30, 1986,
and given that money to his federal campaign committee.
Identify the date you acquired such knowledge and describe
the circumstances by which you acquired such knowledge.

4. State whether you had any responsibility for maintaining
Mr. Inhofe's 1986 federal campaign committee's financial
records. If yes, describe your responsibilities.

5. Provide copies of any documents including, but not limited
to, correspondence, memoranda, receipts and reports, to
substantiate your answers to the above questions.



FEDERAL ELECTION COMMISSION
WASHING. ION.1C246

March 14, 
1989

Bert C. McElroy, Esq.
2520 Mid-Continent Tower
401 South Boston
Tulsa, Oklahoma 74103

RE: MUR 2823

Ralph Abercrombie

Dear Mr. McElroy:

On November 1, 1988, the Federal Election Commissionnotified your client, Ralph Abercrombie, of a complaint allegingviolations of certain sections of the Federal Election CampaignAct of 1971, as amended ("the Act"). A copy of the complaint was
forwarded to your client at that time.

Upon further review of the allegations contained in thecomplaint, and information supplied by your client, RalphAbercrombie, the Commission, on February 28, 1989, found thatthere is reason to believe Ralph Abercrombie violated 2 U.S.C.S 441a(a)(1)(A), a provision of the Act. The Factual and LegalAnalysis, which formed a basis for the Commission's finding, is
attached for your information.

Under the Act, you have an opportunity to demonstrate thatno action should be taken against your client. You may submitany factual or legal materials that you believe are relevant tothe Commission's consideration of this matter. Please submitsuch materials to the General Counsel's Office within 15 days ofreceipt of this letter. Where appropriate, statements should be
submitted under oath.

In the absence of any additional information demonstratingthat no further action should be taken against your client, theCommission may find probable cause to believe that a violation
has occurred and proceed with conciliation.
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on December 14, 1988, in your response to the complaint,
you submitted a request to enter into conciliation negotiations
prior to a finding of probable cause to believe. The Commission
has considered your request and determined, because of the need
to complete the investigation, to decline at this time to enter
into conciliation prior to a finding of probable cause to
believe. At such time when the investigation in this matter has
been completed, the Commission will reconsider your request.

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

This matter will remain confidential in accordance with
2 U.S.C. 55 437g(a)(4)(B) and 437g(a)(12)(A) unless you notify
the Commission in writing that you wish the matter to be made
public.

N If you have any questions, please contact Sandra H.
Robinson, the attorney assigned to this matter, at (202)
376-8200.

Sincerely,

Lee Ann Elliott
Vice Chairman

Enclosure
Factual &Legal Analysis



FEDERAL ELECTION COMMISSION
WASHING ION, 1)(C 20461

IN 
March 14P 1989

Bert C. McElroy, Esq.
2520 Mid-Continent Tower
401 South Boston
Tulsa, Oklahoma 74103

RE: MUR 2823
Friends of Jim Inhofe
and Russell D. Robinson,
as treasurer

Dear Mr. McElroy:

On November 1, 1988, the Federal Election Commission
notified your clients, Friends of Jim Inhofe and Russell D.
Robinson, as treasurer, of a complaint alleging violations ofcertain sections of the Federal Election Campaign Act of 1971,
as amended ("the Act"). A copy of the complaint was forwarded
to your clients at that time. By letters dated October 19, 1988,
and October 28, 1988, your clients also notified the Commission
of the circumstances subject of the complain~t, prior to receiptof the complaint. The Commission has merged these matters;
henceforth, both will be known as HUE 2823.

Upon further review of the allegations contained in the
complaint, and information supplied by your clients, Friends of
Jim Inhofe and Russell D. Robinson, as treasurer, the Commission,
on February 28, 1989, found that there is reason to believe
Friends of Jim Inhofe and Russell D. Robinson, as treasurer,
violated 2 U.S.C. 55 434(b) and 441a(f), provisions of the Act.
The Factual and Legal Analysis, which formed a basis for the
Commission's finding, is attached for your information.

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

On November 16, 1988, in your response to the complaint, you
submitted a request to enter into conciliation negotiations prior
to a finding of probable cause to believe. The Commission has
considered your request and determined, because of the need to
complete the investigation, to decline at this time to enter into
conciliation prior to a finding of probable cause to believe. At
such time when the investigation in this matter has been
completed, the Commission will reconsider your request.

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

This matter will remain confidential in accordance with
N 2 U.S.C. 55 437g(a)(4)(B) and 437g(a)(12)(A) unless you notify

the Commission in writing that you wish the matter to be made
public.

if you have any questions, please contact Sandra H.
Robinson, the attorney assigned to this matter, at (202)
376-8200.

Sincerely,

Lee Ann Elliott
Vice Chairman

Enclosure
Factual &Legal Analysis
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ATTOORNEY AT LAW

28520 MID-CONTINENT TOWER (918) 583-77664
TULSA, OKLAH-OMA 74103

April 3, 1989

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

Re: ?4UR 2823
Jim Inhofe; Friends of Jim --

Inhofe and Russell D.
Robinson as treasurer;
Ralph Abercrombie

Gentlemen:

This will acknowledge receipt of your letter dated March 14,
1989 in which you advised of a finding of reason to believe that
the above respondents had violated provisions of the Federal
Election Campaign Act of 1971. The original complaint was
responded to by this office as counsel for the respondents under

* MUR #2742.

The respondents are willing to cooperate in the continuing
investigation of this complaint by the Commission, and in this
connection, Answers to Interrogatories and Request for Production
of Documents directed to the respondent, Jim Inhofe, are being
submitted herewith.

No factual materials are available other than those
previously submitted to the Commission which bear upon
consideration of this complaint. However, for the reasons set
forth herein, the respondents renew their request for
conciliation prior to a finding of probable cause.

The Factual and Legal Analyses, upon which the Commission's
determinations of "reason to believe" were based,. were attached
to your most recent correspondence. It is respectfully submitted
that legal conclusions contained therein, when viewed in light of
standards of construction of the Act announced by Federal Courts,
support early conclusion of this matter by conciliation.
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Federal Election Commission
April 3, 1989
Page 2

A review of the Factual and Legal Analyses shows recognition
by the General Counsel of the following legal consequences of the
transaction which forms the basis of this complaint:

1. If a prohibited contribution was made, it was in
the form of a loan from Ralph Abercrombie to Jim Inhofe
which has been repaid. Counsel's statement includes
the comment, "To the extent that it is repaid, a loan
in (sic] no longer a contribution."

2. Delivery of the stock to Mr. Abercrombie by
Congressman Inhofe, together with the executed
assignment separate from certificate effectuated
a valid transfer of the stock, according to the
provisions of the Uniform Commercial Code, Sec. 8-309.

3. Personal funds of a candidate which he may properly
CY, contribute to his campaign include assets to which he

had a legal right, and proceeds from the sale of his
stocks or other investments.

4. The promissory note form which confirmed the
agreement between Abercrombie and Inhofe was used as
a matter of convenience.

In the case of In Re Federal Election Camp in Act
Litigation, D.C.D.C., 1979, 474 F.Supp. 1044, the Court held that
the Commission's decision to act upon a complaint should include
consideration, among other factors, of the "nature of the threat
posed" by the violation. It is apparent that however the
transaction between Mr. Abercrombie and Congressman Inhofe is
interpreted, whether as a loan or as a sale of stock, any
resulting prohibited contribution no longer exists, and the
violation has been corrected. Thus, any threat posed by the
violation has been eliminated.

The only question left to be answered is whether, as a
historical fact, a violation was committed. That question is
answered by a determination as to whether the transaction was, in
fact, a "loan".

In the case of United States v. Hankins, (3 Cir., 1979) 607
F2d 611, the Court, in a case involving the application of the
Act, held that the statute should be "interpreted liberally in
favor of the accused." In this matter, the respondents have all
advised the commission that it was the intent of Mr. Abercrombie
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Federal Election Commission
April 3, 1989
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to give Congressman Inhofe $20,000 in exchange for a transfer to
him of publicly traded corporate stock of that value, such money
to be used by Congressman Inhofe for any purpose he desired,
including financial commitments which had arisen in connection
with his business and his family. It was the intention of
Congressman Inhofe to convert an asset, with a recognized market
value, to cash. Such a transaction may be characterized as
either a sale or a loan. If it was a sale, neither the
advancement of money by Mr. Abercrombie, nor the subsequent loan
of that money to the campaign by Congressman Inhofe offends the
prohibitions of the Act.

Oklahoma Statutes prescribe the rules for the interpretation
of contracts. Among those rules are the following:

"A contract must be so interpreted as to give effect
to the mutual intention of the parties, as it existed

C at the time of contracting, so far as the same is
ascertainable and lawful." 15 Okl.St. Sec. 152.

"A contract must receive such an interpretation as
will make it lawful, operative, definite, reasonable
and capable of being carried into effect, if it can be
done without violating the intention of the parties-"
15 Okl. St. Sec. 159.

The expressed intention of the parties to this transaction
was to enable Congressman Inhofe to liquidate a personal asset.
The promissory note was a convenient means of insuring that Mr.
Abercrombie would not suffer a loss on a subsequent sale of the
stock. The effect of the note was to grant to Mr. Abercrombie a
"put" on the stock. A "put" is a recognized stock transaction,
whereby a potential seller of stock (in this case, Mr.
Abercrombie) is granted the "privilege of delivering or not
delivering the subject-matter of the sale". Black's La
Dictionary, Fourth Edition. Therefore Mr. Abercrombie was given
the privilege or option of reselling the stock to Congressman
Inhofe at a predetermined price which, for the sake of
convenience, was set forth in a preprinted form promissory note.

Interpreting the contract between Mr. Abercrombie and
Congressman Inhofe as a sale, rather than a "loan". is in
accordance with the intention of the parties and results in a
contract which is lawful, operative, definite, reasonable and
capable of being carried into effect. Such an interpretation is
in accordance with Oklahoma Law.
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It is respectfully submitted that a liberal interpretation
of the Federal Election Campaign Act in favor of the accused
should strongly suggest the interpretation or characterization of
the transaction between Abercrombie and Inhofe as a sale of an
asset, which interpretation is in accordance with their intent.

The transaction involved in this matter may, consistently
with Oklahoma Law, be given a lawful interpretation. Even if it
is so interpreted as to indicate a technical violation of the
Act, the violation has been corrected. Based upon these
considerations, it is therefore respectfully suggested, and again
requested that this matter be resolved by conciliation before
finding of probable cause, or in the alternative, that the
Commission find no probable cause to believe that a violation
occurred.

I es ectfully 
submitted,

etCrt C. McElroy
Counsel for Respondentj
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 2823)

FIRST ANSWERS OF CONGRESSMAN JIM INHOFE TO
INTERROGATORIES AND REOUEST
FOR PRODUCTION OF DOCUMENTS

Pursuant to request of the Federal Election Commission,

Congressman Jim Inhofe, Respondent in the above numbered

Matter Under Consideration, hereby submits his answers to

Interrogatories and responses to Request for Production of

Documents heretofore served upon him:

INTERROGATORY NO. 1: On June 30, 1986, you obtained a loan of
$20,000 from Ralph Abercrombie and subsequently used such loan
for your 1986 Congressional campaign.

a. State whether you discussed the procedures and/or
circumstances of the loan with any person prior to obtaining
the loan. Identify such persons and the dates of the
discussion with each. Describe in detail your discussions
with each person.

b. State whether you discussed the loan with Mary Ellen
Miller. Describe her relationship with your 1986 federal
campaign. Describe in detail you [sic] discussion(s) with Ms.
Miller about the loan and the dates of such
discussion(s).

ANSWER TO INTERROGATORY NO. 1: The premise to the questions
asked in this Interrogatory is that on June 30, 1986, I
obtained a "loan". As has been set forth in my communications
with the Commission and in the responses which have been
submitted by my counsel, I did not, at the time of the
transaction, nor do I now, consider the transaction to have
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been a loan. It was my intention to sell or liquidate assets
which I owned at that time, and to use the proceeds of such
sale for the purpose of making a loan of my property to my
campaign. With that qualification, the following answers are
submitted. In preparing these answers, I have spoken with the
following persons:

Mary Ellen Miller
Campaign Manager, 1986 Campaign
Owasso, Oklahoma 74055
(918) 272-1373

Allen Paschal
Accountant and Assistant Treasurer, 1986 campaign
(713) 757-3332

Brett Hall
Campaign Coordinator, 1986 Campaign
4848 South Alameda
Corpus Cristi, TX 78412
(512) 994-1121

Ralph Abercrombie
c/o Bert C. McElroy, Attorney
2520 Mid-Continent Tower
Tulsa, Oklahoma 74103
(918) 583-7766

a. In close proximity to the time of the transaction

C'% with Mr. Abercrombie on June 30, 1986f I discussed in general
terms with Mr. Abercrombie, Mary Ellen Miller, and Brett Hall
my need to obtain cash both for my personal and business use,
and for my campaign. To my knowledge, no records were made at
the time of such discussions memorializing the content of the
discussions or reflecting the date or location thereof. I
have no specific recollection of the dates, times or places of
such discussions, nor do the persons identified above with
whom I have spoken in preparing this answer.

The general tenor of the discussions was to the effect
that there was no legal prohibition against my selling or
liquidating my personal assets and lending the proceeds to my
campaign. Mrs. Miller recalls having made the statement at
some point in time that simply borrowing money and lending it
to the campaign was impermissible, but that I was not
restricted from donating my personal assets to the campaign,
or selling them and lending the proceeds.

I recall discussing with Mr. Abercrombie (I believe in
the presence of Mrs. Miller) the possibility of selling him an
airplane and possibly buying it back at a later date. In
subsequent discussions with Mr. Abercrombie, it developed that
he did not desire to buy an airplane, and the subject of



liquidation of my stock in National Royalty corporation was
raised. Mr. Abercrombie agreed to deliver to me the sum of
$20,000 in consideration of my transfer to him of that stock,
but he wanted to be protected from suffering a loss on a
subsequent sale of the stock. Neither Mr. Abercrombie nor
myself was sophisticated in corporate stock transactions# but
Mr. Abercrombie had some experience in the banking business.
Since a promissory note was a commonly-used form with which we
were both familiar, we elected to use that form to accomplish
the liquidation of the stock while protecting Mr. Abercrombie
from any subsequent loss by reason of the transaction.

Neither Mrs. Miller, nor Mr. Hall, nor Allen Paschal when
he was later preparing campaign committee reports, reviewed
the documentation, as I advised all of them that the funds
from which my loan to the campaign was made were my personal
funds. This was in accordance with my understanding, belief
and intention as to the nature of the transaction. Mr.
Abercrombie indicated to me at the time of the transaction
that he intended for the funds to be my personal funds to

00 dispose of as I desired.

%r
b. My conversation or conversations with Mrs. Mary Ellen

Miller concerning the June 30, 1986 transactions are described
in subparagraph (a) of this answer. Mrs. Miller served as the
campaign Manager of my 1986 campaign. I have no specific
recollection of details or exact words spoken in these
discussions other than as related above.

C% INTERROGATQRX NO, 2: In information you have provided in
connection with this matter, you stated that the loan from Mr.
Abercrombie has been repaid in full.

a. Identify the source of the funds used to repay the
loan, and the date and amount of each repayment.

b. If the loan was repaid from personal funds, state
whether you were the sole owner of the assets/funds used to
repay the loan. If not, identify the persons or entities that
had a legal or equitable interest in such assets/funds.
Identify the total value of such assets/funds and the
proportionate share of each personfs or entity's interest,
including your share.

ANSWER TO INTERROGATORY NO. 2: a. Mr. Abercrombie was repaid
the total sum of $23,,754.20, representing the original $20,,000
which he paid for the stock, plus interest at 8%. These
payments were made from my personal funds, in the following
amounts, and on the following dates:



August 18, 1987 $12,000.00
October 17, 1988 31000.00
October 19, 1988 81754.20

On approximately these dates, I had obtained repayment of
loans which I had made to my campaign. These repayments were

deposited to my personal account, and Mr. Abercrombie was paid
by checks drawn on that account.

b. I was the sole owner of the funds from which the
above payments to Mr. Abercrombie were made.

INTERROGATORY (DOCUMENT REQUEST) NO, 3: Provide copies of all

documents including, but not limited to, receipts,
correspondence, memoranda, and cancelled checks, connected
with the transactions described in your answers to the above
questions.

RESPONSE TO INTERROGATORY (DOCUMENT REQUEST) NO.-3: Attached
hereto are copies of the following documents:

1. Checks from Friends of Jim Inhofe, representing
repayment to me of loans I had made to the campaign
from my personal funds.

2. Checks drawn on my personal account to the order
of Ralph Abercrombie in the total amount of $23,754.20.

The above answers and responses are true, correct and

complete to the best of my knowledge. If additional facts

should come to my knowledge which would change or add to any

of the above responses, these answers and responses will

be supplemented accordingly.

JAMES M. INHOFE, Respondent



STATE OF OKLAHOMA

COUNTY OF TULSA

JAMES M. INHOFE, of lawful age, being first duly sworn,
upon oath deposes and says:

I am the respondent above named. I have read the above
and foregoing Answers to Interrogatories and Request for
Production of Documents, and the facts and matters therein set
forth are true and correct as I verily believe.

James M. Inhofe

Subscribed and sworn to before me this day of April,
1989.

My commission expires:
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RESPONSES TO INTERROGATORIES AND REQUESTS
FOR PRODUCTION OF DOCUMENTS

OF THE FEDERAL ELECTION COMMISSION

RE: MUR 2823

INTERROGATORY NO. 1:

a. State whether you served as campaign manager for
the 1986 Congressional campaign of Jim Inhofe, candidate
for the First Congressional District of Oklahoma.

b. Describe your duties and responsibilities as cam-
paign manager and the dates you held such position.

C. Identify any other positions you held with the 1986
Congressional campaign of Mr. Inhofe, the dates you held
such positions, and describe the duties of such positions.

RESPONSE TO INTERROGATORY NO. 1:

a. I served as campaign manager for the 1986 Congressional

campaign of Jim Inhofe, candidate for the First Congressional

District of Oklahoma.

b. I held the position of campaign manager from May 1, 1986

to November 8, 1986. My responsibilities included supervising

the technical aspects of the 1986 Congressional campaign for Mr.

Inhofe, which included designing the voter contact program in

which I reviewed and approved advertising and direct mail contact

with voters; I approved the development of issues; I supervised

the campaign staff; I designed the campaign plan and theme; I

produced the campaign manual; and I presided at campaign staff

meetings. My duties did not include fundraising, which were the

responsibility of the campaign committee treasurer and his staff.

C. None.



INTERROGATORY NO. 2: Attached as Exhibits 1 and 2 are
newspaper articles wherein it was reported that you ad-
vised Mr. Inhofe against obtaining a $20,000 loan from
Ralph Abercrombie, his then campaign committee treasurer#
for use in his 1986 Congressional campaign.

a. State whether you had prior knowledge that Mr.
Inhofe planned to obtain the loan from Ralph Abercrombie
for use in his 1986 Congressional campaign. Describe
how you became aware of the loan. Identify the persons
who informed you of the loan and/or discussed the loan
with you. Identify the date(s) on which you learned
about and discussed the loan.

b. State whether the newspaper articles accurately
report your comments to Mr. Inhofe about the loan.

C. State whether you advised Mr. Inhofe about proce-
dures for obtaining loans for federal campaign purposes.
Describe in detail your discussions with Mr. Tnhofe
about the loan from Mr. Abercrombie. Identify the dates
of such discussions.

d. State whether you informed Mr. Inhofe that obtain-
ing the loan from Mr. Abercrombie would violate the
Federal Election Campaign Act of 1971, as amended.
Describe in detail the discussions you had with Mr.
Inhofe about the legality of the loan. Identify the
dates of such discussions. State whether you had such
discussions prior to Mr. Inhofe obtaining the loan.

e. Identify other persons with whom you discussed the
legality of the loan. Describe in detail your discus-
sions with these persons and identify the dates of such
discussions.

RESPONSE TO INTERROGATORY NO. 2:

a. In late June, 1986 Mr. Inhofe advised me that he planned

to obtain the loan from Mr. Abercrombie for use in Mr. Inhofe's

1986 Congressional campaign. I advised Mr. Inhofe that the

planned loan would violate the Federal Election Campaign Act of

1971, as amended. I have no knowledge that any loan occurred

between Mr. Abercrombie and Mr. Inhofe. After I advised Mr.

Inhofe that a loan from Mr. Abercrombie to Mr. Inhofe for use in

the 1986 Congressional campaign would violate the Federal
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Election Campaign Act of 1971, as amended, there was no further

discussion of any such loan. Aside from what has appeared in

newspaper accounts, I have not learned about, discussed, or have

any knowledge of a loan between Mr. Abercrombie and Mr. Inhofe.

b. The newspaper article marked as Exhibit 1 accurately

reports my comments to Mr. Inhofe about the loan. The newspaper

article marked Exhibit 2 is inaccurate to the extent Mr. Inhofe

said I told him, "I'll just have to try to remember and call

c. I did not advise Mr. Inhofe about procedures for obtain-

ing loans for federal campaign purposes. I advised Mr. Inhofe

that obtaining a loan from Mr. Abercrombie for use in Mr.

Inhofe's 1986 Congressional campaign would be against Federal

Election Commission Rules. The date of such discussion was in

late June, 1986.

d. I informed Mr. Inhofe that obtaining the loan from Mr.

Abercrombie would violate the Federal Election Campaign Act of

1971, as amended. That advice I gave Mr. Inhofe was the extent

of discussions with Mr. Inhofe about the illegality of the

loan. The discussion was in late June, 1986. 1 don't know

whether the discussion was prior to Mr. Inhofe obtaining "the

loan" because I don't know whether Mr. Inhofe ever obtained the

loan from Mr. Abercrombie.

e. Mr. Ralph Abercrombie was present when I advised Mr.

Inhofe of the illegality of the loan. The discussion concerning

the illegality of the loan with Mr. Inhofe and Mr. Abercrombie

took place in late June, 1986.

-3-



INTERROGATORY NO. 3: State whether you had knowledge at
the time that Mr. Inhofe had obtained a loan from Mr.
Abercrombie on June 30, 1986, and given that money to
his federal campaign committee. Identify the date you
acquired such knowledge and describe the circumstances
by which you acquired such knowledge.

RESPONSE TO INTERROGATORY NO. 3: I had no knowledge at the time

that Mr. Inhofe had obtained a loan from Mr. Abercrombie on June

30, 1986 and given that money to his federal campaign commit-

tee. I have never acquired such knowledge

INTERROGATORY NO. 4: State whether you had any respon-
sibility for maintaining Mr. Inhofe's 1986 federal cam-
paign committee's financial records. If yes, describe
your responsibilities.

RESPONSE TO INTERROGATORY NO. 4: I had no responsibility for

maintaining Mr. Inhofe's 1986 federal campaign committee's finan-

cial records.

REQUEST FOR DOCUMENTS NO. 5: Provide copies of any
duments including, but not limited to, correspondence,

memoranda, receipts and reports, to substantiate your
answers to the above questions.

RESPONSE TO REQUEST FOR DOCUMENTS NO. 5: I have no documents

that relate to the answers to the above questions.

STATE OF TEXAS)
ss.

COUNTY OF TRAVIS )

Sworn and subscribed to before me this 10~ day of April,
1989. fQWNIIlhI-

My Commission
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Congressman Jim Inhofe; Friends of Jim ) MUR 2823
Inhofe and Russell D. Robinson, as )
treasurer; and Ralph Abercrombie )

GENERAL COUNSEL'S REPORT SENSITIVE
I. BACKGROUND

This matter was generated sua sponte and through a

complaint. Congressman Jim Inhofe submitted a letter requesting

that the Federal Election Commission ("Commission") review the

circumstances of a financial transaction between Mr. Inhofe and

Ralph Abercrombie, which was connected with Mr. Inhofe's 1986

campaign for federal office. 1 Subsequent to the Commission's

receipt of Mr. Inhofe's letter, a complaint was filed by the

Democratic Party of Oklahoma regarding this same financial

transaction. See Memorandum to the Commission, Pre-MUR 201 -

Complaint, dated October 26, 1988; and Memorandum to the

Commission, MUR 2742 - Complaint, dated October 31, 1988.

On February 28, 1989, the Commission merged Pre-MUR 201 with

MUR 2742, which became this matter, and found reason to believe

Jim Inhofe, and Friends of Jim Inhofe and Russell D. Robinson, as

treasurer ("the Committee"), violated 2 U.S.C. 5 441a(f); reason

to believe the Committee violated 2 U.S.C. 5 434(b); and reason

1. Mr. Inhofe was a candidate for the U.S. House of
Representatives from the 1st Congressional district of the State
of Oklahoma in the 1986 election cycle. Mr. Inhofe won the 1986
general election with 55% of the vote. Mr. Inhofe is an
incumbent Congressman from Oklahoma, who won the 1988 general
election with 53% of the vote.
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to believe Ralph Abercrombie violated 2 U.S.C. 5 441a(a)(1)(A).

On that same date, the Commission declined, at that time, to

enter into conciliation with the respondents prior to a finding

of probable cause to believe 2 and approved interrogatories and

requests for production of documents to Mr. Inhofe and to a

nonrespondent witness, Mary Ellen Miller, the campaign manager

for the 1986 Inhofe campaign.

In the response to the Commission's findings and discovery

request, submitted on April 10, 1989, on behalf of all of the

respondents, counsel renewed their requests to enter into

conciliation prior to a finding of probable cause to believe.

Attachment I. Mary Ellen Miller submitted a response on

April 13, 1989. Attachment II.

II. ANALYSIS

A. The Law

The Federal Election Campaign Act of 1971, as amended ("the

Act"), defines "contribution" to include loans made to a

political committee. 2 U.S.C. 5 431(8)(A). Commission

regulations include a guarantee, endorsement, and any other form

of security in the term "loan." Further, loans may not exceed

the contribution limitations of Section 441a and those that do

are unlawful, even if they are repaid. A loan is a contribution

2. In their joint response to the complaint in this matter,
received on November 16, 1988, the Committee and Mr. Inhofe,
through counsel, requested pre-probable cause conciliation. In
his response to the complaint in this matter, received on
December 15, 1988, Mr. Abercrrmbie, through the same counsel,
requested pre-probable cause conciliation. See Pre-MUR 201 & MUR
2742 - First General Counsel's Report signed-February 15, 1989.
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vhen it is made and remains such to the extent that it remains

unpaid. To the extent that it is repaid, a loan is no longer a

contribution. In addition, a loan is a contribution made by each

endorser or guarantor of such loan, according to the portion of

the total amount for which the endorser or guarantor is liable in

a written agreement. Any repayment proportionately reduces the

amount guaranteed or endorsed. Loans made to candidates in the

ordinary course of business by federally insured lending

institutions are not considered contributions by that

institution. 11 C.F.R. 5 100.7(a)(1).

The Act provides that where any loan is obtained by a

candidate in connection with his or her campaign, the candidate

shall be considered to have obtained such loan as an agent of his

or her authorized committee(s). 2 U.s.c. 5 432(e)(2).

The Act limits the amount an individual can contribute to a

candidate or an authorized political committee, with respect to

any election for federal office, to an aggregate amount of

$1,000. 2 U.S.C. 5 441a(a)(l)(A). Thus, the amount of any loan

-rom an individual to a candidate or a candidate's committee must

not exceed $1,000.

The Act further prohibits a candidate or political committee

from knowingly accepting any contribution or making any

expenditure in violation of the provisions of Section 441a. In

addition, no officer or employee of a political committee shall

knowingly accept a contribution made for the benefit or use of a

candidate, or knowingly make an expenditure on behalf of a

candidate, in violation of any limitation imposed on
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contributions and expenditures under Section 441a. 2 U.S.C.

S 441a(f).

The Act and regulations do not limit the amount that

candidates for federal office may contribute to their own

committees from personal funds. The term "personal funds"

includes:

1. any assets to which, under applicable state law, the
candidate had a legal right of access to, or control over, at the
time of becoming a candidate; and with which the candidate had
either legal and rightful title or an equitable interest;

2. salary and other earned income from bona fide
employment; dividends and proceeds from the sale of the
candidate's stocks or other investments; bequests to the
candidate; income from trusts established before candidacy;
income from trusts established by bequest after candidacy, of
which the candidate is the beneficiary; gifts of a personal
nature which had been customarily received prior to candidacy;
proceeds from lotteries and similar legal games of chance; and

3. the candidate's portion of assets jointly owned with
his or her spouse. The candidate's personal funds shall be that
portion which is the candidate's share of the assets under the
instrument(s) of conveyance or ownership. If no specific share
is so indicated, the value of one-half of the property used shall
be considered as personal funds of the candidate. 11 C.F.R.
5 110.10.

An authorized committee must disclose, on reports filed with

the Commission, the total amount of all loans made by or

guaranteed by the candidate, as well as all other loans.

2 U.S.C. 5 434(b)(2)(G). Disclosure reports must also identify

each person who makes a loan to the reporting committee during

the reporting period, together with the name of any endorser or

guarantor of such loan, and the date and amount or value of such

loan. 2 U.S.C. S 434(b)(3)(E).

B. Analysis

Through the response submitted by counsel, Mr. Inhofe seeks



to characterize the financial transaction between him and

Mr. Abercrombie as a "sale." Co-.nsel stated that the promissory

note evidencing the transaction was used by Mr. Inhofe and

Mr. Abercrombie as "a convenient means of insuring that

Mr. Abercrombie would not suffer a loss on a subsequent sale of

the stock;" that it was the intent of Mr. Inhofe "to convert an

asset, with a recognized market value, to cash;" and further,

that "Mr. Abercrombie was given the privilege or option of

reselling the stock to Congressman Inhofe at a predetermined

price which, for the sake of convenience, was set forth in a

07 preprinted form promissory note." Attachment 1(3). In response

to the interrogatories, Mr. Inhofe stated that "I did not, at the

time of the transaction, nor do I now, consider the transaction

to have been a loan. It was my intention to sell or liquidate

assets which I owned at that time, and to use the proceeds of

such sale for the purpose of making a loan of my property to my

campaign." Attachment 1(5)-(6). Counsel relies on Oklahoma

contract law and United States v. Hankin, 607 F.2d 611 (3d Cir.

1979) in presenting his client's position in this matter.

In United States v. Hankin an action was brought by the

Justice Department wherein Hankin was convicted of violating the

Act by making contributions to a federal campaign in the names of

others. Hankin argued that the statute of limitations had run,

thus, prosecution was barred. In Hankin the court determined

that the date of deposit of a contribution by a recipient

committee should not be used to determine the date the

contribution was made. The making of the contribution could have
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occurred at an earlier time. When computing the time limitations

for the purpose of establishing when the statute of limitations

began to run, the court determined, upon a review of the facts,

that the Justice Department had not sufficiently presented its

case for using the February 10 date. The court reversed the

district court judgment that found for the Justice Department and

remanded the case with directions to vacate the judgment and

dismiss the information. Counsel for Respondents in this matter

quotes from the discussion of the written decision in Hankin

where it is stated that "the statute should be tinterpreted

liberally in favor of the accused.'" Attachment 1(2). In the

context of the written decision the court is actually referring

to an interpretation of the statute of limitations and not to an

application of the Act. See, Hankin at 615; see also, waters v.

United States, 328 F.2d 739, 742 (10th Cir. 1964).

Counsel's reliance on Oklahoma contract law is not

dispositive of this matter. Counsel contends that the intent of

Mr. Inhofe and Mr. Abercrombie to execute a sale of the stock

rather than a secured loan agreement should be considered valid,

regardless of their use of a promissory note to effectuate the

financial transaction. Counsel maintains that Oklahoma state law

would give credence to the intent of the parties in this

instance.

First, the application of state law would be of particular

relevance here, if there was a question of ownership of certain

assets held prior to, or at the time of, becoming a candidate, to

determine whether such assets constituted personal funds. See,
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11 C..R. S 110.10(b)(1). Mr. Inhofe filed a Statement of

Candidacy for the 1986 elections with the Commission on June 19,

1986. The financial transaction in question occurred on June 30,

1986. There is no question about the ownership of the stock used

as collateral in the financial transaction at issue. A copy of

the stock certificate submitted earlier by Mr. Inhofe indicates

that he was the sole owner.

Second, it is a well established principle of law that where

the language of a contract is clear and unambiguous, rules of

construction and interpretation cannot be applied to vary the

meaning of that contract. See, 17 Am Jur 2d 55 245, 273.

Exceptions to this principle are where there is evidence of

fraud, mistake, accident, or absurdity. The Oklahoma contract

statute codifies that principle at 15 Oki. St. Ann. S 154 to

read, "[tihe language of a contract is to govern its

interpretation, if the language is clear and explicit, and does

not involve an absurdity." Oklahoma case law further buttresses

this principle. See, Lindhorst v. Wright, 616 P.2d 450 (Okl. Ct.

App. 1980); Humphreys v. Amerada Hess Corp., 487 F.2d 800 (10th

Cir. 1973); Occidental Life Ins. Co. of Cal. v. Marmaduke Corbyn

Agency et al., 187 F.2d 553 (10th Cir. 1951). The language of

the promissory note used by the respondents in this matter is

clear and unambiguous. It is now asserted that the promissory

note did not accurately represent the intent of the parties.

Counsel would have the Commission surmise that such intent was to

execute a sale of the stock pursuant to 11 C.F.R. S 110.10(b)(2),

which includes the proceeds from the sale of the candidate's
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stocks in the tern "personal funds." The evidence before the

Commission, however, does not support the contention that the

transaction at issue constituted a sale of stock. The

information available to this office, discussed below, indicates

that Mr. Inhofe and Mr. Abercrombie treated the transaction as a

loan in accordance with the terms of the promissory note. Thus,

for the purposes of the Act, the financial transaction should be

viewed as a loan.3

In his initial letter to the Commission that generated the

Pre-MUR, Mr. Inhofe referred to the transaction as a loan and

provided a copy of the promissory note to show the terms of the

agreement. The loan was secured with stock owned by Mr. Inhofe.

Supplemental information voluntarily provided by Mr. Inhofe,

which included evidence that the stock was used as collateral,

further showed the transaction to be a loan agreement. in

counsel's response to the complaint on behalf of Mr. Abercrombie,

the transaction is called a loan. It is stated in

Mr. Abercrombie's response that "[tlhe loan to Rep. Inhofe has

been fully repaid, with interest, and the collateral has been

redelivered to Congressman Inhofe." It is noted that, in

response to the complaint in this matter on behalf of Mr. Inhofe

and the Committee, counsel stated tha t n[ilt was the

Congressman's intent to use the proceeds of the disposition of

3. It is noted that the question of whether the promissory note
should be construed as invalid due to a mistake on the part of
the parties is not a question to be resolved by the Commission.
Whether a contract is subject to the rules of construction and
how such contract would be construed is within the jurisdiction
of the courts and outside the purview of the Commission.
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his own property to make a loan to his campaign." See, Pre-MUR

201 & MUR 2742: First General Counsel's Report signed

February 15, 1989.

AS stated above, Respondents used a preprinted promissory

note from a bank to ratify their agreement. The promissory note

was signed only by Mr. Inhofe. Although Mr. Abercrombie did not

sign the note, there is a typed revision on the form to indicate

that the term "Lender" as used in the form should be construed as

a reference to Mr. Abercrombie, as payee. The loan was secured

with 4,000 shares of National Royalty Corporation stock, which

was owned solely by Mr. Inhofe. An Assignment Separate from

Certificate form bearing the signatures of Mr. Inhofe and a

witness, along with delivery of the stock certificate,

constituted a blank endorsement sufficient to secure the loan.

id.

in his responses to the interrogatories and request for

documents, Mr. Inhofe did not provide any substantive evidence to

support his contention that the transaction was a sale. The

responses further indicate that the financial transaction should

be viewed as a loan. In response to question *2, Mr. Inhofe

stated that Mr. Abercrombie was "repaid" the amount of "the

original $20,000 ... paid for the stock, plus interest at 8%."

Attachment IM7. Although it is not unusual for a sales

transaction to result in the payment of interest (for example,

when time payments are arranged), without evidence of a sales

agreement between the parties, the repayment must be viewed in

light of the evidence available, which includes a promissory note
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that embodies terms clearly reminiscent of a loan agreement. The

promissory note shows that the loan matured in six months after

the date of execution of the note and the principal and interest

rate of 8% was payable upon maturity. See, First General

Counsel's Report.

In response to the documents request, copies of three checks

drawn on Mr. Inhofe's personal account were provided as evidence

of the repayments. A total of $23,754.20 was repaid. Each check

is made payable to Ralph Abercrombie in the amounts of $12,000,

dated August 18, 1987; $30000, dated October 17, 1988; and

$8,754.20, dated October 19, 1988. The memo entry on the $12,000

check states "payment on note." The memo entry for the $3,000

check states "on account" and the memo entry on the $8,754.20

states "payment in full." Attachment 1(15)-(17). All of the

references appear to be to the promissory note and the terms of

that agreement. There is no indication that a separate agreement

confirming the resale of the stock to Mr. Inhofe was in effect.

The written agreement and actions of the parties to satisfy the

terms of the agreement substantiate that the transaction

constituted a loan. Mr. Abercrombie loaned $20,000 to

Mr. Inhofe, who was an agent for his campaign committee. See,

2 U.S.C. 5 432(e)(2). Mr. Inhofe, in turn, passed the funds on

to his campaign committee.

Furthermore, this analysis is consistent with information

found in Mr. Inhofe's Financial Disclosure Statements filed with

the U.S. House of Representatives pursuant to the Ethics in

Government Act of 1978, as amended (2 U.S.C. S 701 et seq.).
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Mr. Inhofets statements for 1986, 1987, and 1988 were reviewed by

this Office. Attachment 111. In his Financial Disclosure

Statement for 1986, Mr. Inhofe disclosed liability to

Mr. Abercrombie for a "personal loan" that ranged from $15,001 to

$50,000. in an attachment to the 1986 statement, Mr. Inhofe did

not list the National Royalty Corporation stock, collateral for

the loan at issue, with other stock sold during that year.

Instead, Mr. Inhofe listed that stock among his holdings in the

statement. In his 1987 financial statement to the House,

Mr. Inhofe reported liability to Mr. Abercrombie for a "personal

loan" in an amount ranging from $5,001 to $15,000. Although the

amount of the debt to Mr. Abercrombie was reduced, there appears

to be no indication of when a payment was made to him. This

reduced amount appears to reflect the payment of $12,000 made by

Mr. Inhofe on August 18, 1987, to Mr. Abercrombie, noted above.

in the 1987 financial statement Mr. Inhofe listed the holdings in

National Royalty Corporation stock; a sale of such stock was not

indicated. In his 1988 financial statement to the House,

Mr. Inhofe disclosed liability to Mr. Abercrombie for a "personal

loan" in an amount ranging from $5,001 to $15,000. A payment to

Mr. Abercrombie, described as a loan repayment made on

October 19, 1988, and ranging from $5,001 to $15,000, was also

listed. one check to Mr. Abercrombie, noted above, was made on

October 19, 1988, in the amount of $8,754.20. Mr. Inhofe again

disclosed holdings in the National Royalty Ccrporation in 1988,

and no sale of such stock was reported. The information found in

these financial disclosure statements further substantiates that
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the financial transaction between Mr. Inhofe and Mr. Abercrombie

should be viewed as a loan.

Mary Ellen Miller served as Mr. Inhofe's campaign manager

for the 1986 election cycle from May 1, 1986, through November 8,

1986. Her duties did not include fundraising, nor was she

responsible for maintaining the Committee's financial records.

Ms. Miller stated that in late June 1986 Mr. Inhofe informed her

that he planned to obtain a loan from Mr. Abercrombie for use in

his federal campaign. She stated that she advised him then about

the illegality of the "planned loan." Mr. Abercrombie* was

present during that discussion. Ms. Miller stated further that

she had no knowledge whether the loan was actually executed,

except from newspaper accounts of the transaction, and that she

was not involved in any further discussion about it. She also

stated that she did not advise Mr. Inhofe about the procedures

for obtaining loans for federal campaign purposes. Ms. Miller

stated that the newspaper accounts of her comments regarding the

loan were accurate, except that "[tihe newspaper article marked

Exhibit 2 [see, First General Counsel's Report, Attachments) is

inaccurate to the extent Mr. Inhofe said I told him, 'I'll just

have to try to remember and call you.'" Attachment II.

Mr. Inhofe stated that he had a discussion with

Mr. Abercrombie, Mary Ellen Miller, and Brett Hall, at a time in

close proximity to June 30, 1986, the date of the transaction

with Mr. Abercrombie. Although he could not remember specific

details, Mr. Inhofe stated that the discussion was about the need

to obtain cash for his personal and business use, and for his
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campaign. He stated that Mary Ellen Miller, one of the people

with whom he discussed his answers to the interrogatories,

recalled informing him that "simply borrowing money and lending

it to the campaign was impermissible, but that I was not

restricted from donating my personal assets to the campaign, or

selling them and lending the proceeds." Attachment 1(2) 4

4. This office notes that even if Mr. Inhofe had donated his
stock to the Committee and such stock was subsequently purchased
directly from the Committee by Mr. Abercrombie, the purchase
price would be considered a contribution. Such purchase price
would then be subject to the limitations of the Act. Thus, the
$20,000 purportedly "paid" by Mr. Abercrombie would still be
considered an excessive contribution. See, Advisory Opinion
1989-6.
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Copies of checks from the Committee to Mr. Inhofe, which are

described as repayments of loans he made to his campaign were

provided. These checks were the following:

M.emo Enr.Y

September 26, 1986
October 13, 1986
Au gZt 18, 1987
October 18, 1988
October 19, 1988

5,000.00
2,500.00

$32 ,000.00
3,u00.00
9,000.00

"loan repayment"
"debt repayment"
" debL"
no memo encry
no memo entry

Attachment I(10)-(14). Mr. Inhofe stated that he used some of

those funds to repay the loan to Mr. Abercrombie.
5 It is noted

5. At the time of each payment to Mr. Inhofe from the Committee,
the Committee disclosed debts owed-to Mr. Inhofe for loans. In
addition to the $20,000 loan at issue, the Committee disclosed a
$16,000 loan incurred on July 31, 1986; a $7,000 loan incurred on
August 6, 1986; and a $2,000 loan incurred on April 4, 1987. The
source of these loans is identified as the candidate's personal
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that the two checks issued in October 1988 coincide with the

dates and amounts of Mr. Inhofe's payments to Mr. Abercrombie,

discussed above. The August check also coincides with

Mr. Inhofe's August payment to Mr. Abercrombie, however, the

Committee did not disclose this as a payment on the $20,000 loan.

Instead, it appears that the Committee attributed the $12,000

payment to the $16,000 and $2,000 loans. There is no evidence

available to this Office to show that jointly held funds or funds

other than those owned by Mr. Inhofe were used to repay the loan.

The Committee disclosed the $20,000 loan as made from

Mr. Inhofe's personal funds, designated for the primary election,

in its 1986 July Quarterly Report. Although Respondents have

stated that the loan has been repaid, in its 1988 Year-End

Report, the most recent report filed by the Committee to date,

the loan is still disclosed as derived from Mr. Inhofe's personal

T funds, with a balance of $8,000 remaining to be repaid.

Apparently, Respondents are continuing to treat the loan as from

Mr. Inhofe's personal funds and to treat his obligation to

Mr. Abercrombie as separate from the Committee's obligation to

Mr. Inhofe. It appears that Mr. Inhofe considers his "personal

debt" to Mr. Abercrombie extinguished by use of his personal

funds derived from the above noted repayments received from the

Committee, and the Committee is still treated as owing Mr. Inhofe

(Footnote 5 continued from previous page)
funds. The first three payments listed above were credited to
all the loans, except the $20,000, in the Committee's financial
disclosure reports. The last two payments were credited to the
$20,000 loan.
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for the balance of the $20,000 loan.

1I. DISCUSSION OF CONCILIATION PROVISIONS AND CIVIL PENALTY

I I I. PFC0i:Q ATIONS

1.

2.

3. Enter into conciliation with Jim Inhofe, and Friends of
Jim Inhofe and Russell D. Robinson, as treasurer, prior to a
finding of probable cause to believe.

4. Enter into conciliation with Ralph Abercrombie prior to
a finding of probable cause to believe.
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5. Approve the attached conciliation agreements (2) and
letter.

Lawrence M. Noble
General Counsel

Date BY: Lois G/Ierner
Associate General Counsel

Attachments
1. Respondents' response to reason to believe findings and
interrogatories and request for documents.
2. Response of Mary Ellen Miller to interrogatories and
request for documents.
3. Mr. Inhofees Financial Disclosure Statements filed with the
U.S. House of Representatives.
4. Proposed conciliation agreements (2) and letter.

Staff Assigned: Sandra H. Robinson



0

FEDERAL ELECTION COMMISSION
WASHINC TON 0 C .04h

MEMORANDUM

TO:

FROM:

DATE:

SUBJECT:

LAWRENCE M. NOBLE
GENERAL COUNSEL

MARJORIE W. EMMONS
COMMISSION SECRETARY

JULY 6, 1989

MUR 2823 - General Counsel's Report
signed June 30, 1989

The above-captioned document was circulated to the

Commission on MONDAY, JULY 3,1989 11:00

Objection(s) have been received from the Commissioner(s)

as indicated by the name(s) checked below:

Commissioner

Commissioner

ComLnissioner

Commissioner

Commissioner

Commissioner

Aikens

Ell iott

JCsefiak

McDonald

McGarry

hmas

This matter will be placed

for JULY 11, 1989.

on the meeting agenda

Please notify us who will represent your Division before the

Commission on this matter.

xxxxx
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Congressman Jim Inhofe; Friends of Jim ) MUR 2823
Inhofe and Russell D. Robinson, as
treasurer; and Ralph Abercrombie )

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session of July 11,

1989, do hereby certify that the Commission decided by a

vote of 5-0 to take the following actions in MUR 2823:

1. Enter into conciliation with Jim Inhofe, and
Friends of Jim Inhofe and Russell D. Robinson,
as treasurer, prior to a finding of probable
cause to believe.

2. Enter into conciliation with Ralph Abercrombie
prior to a finding of probable cause to believe.

3. Approve the conciliation agreements (2) and
letter attached to the General Counsel's
report dated June 30, 1989, subject to amend-
ment as agreed in the Commission meeting.

Commissioners Aikens, Elliott, Josefiak, McGarry, and

Thomas voted affirmatively for the decision. Commissioner

McDonald recused with respect to MUR 2823 and was not

present during its consideration.

(continued)



Federal Election Commission Page 2
Certification for MUR 2823
July 11, 1989

It is here noted for the record that the General

Counsel withdrew recommendations numbered 1 and 2 contained

in the June 30, 1989 report on MUR 2823.

Attest:

L72 A# A

Date Marjorie W. Emnmons
Secretary of the Commission



~ FEDERAL ELECTION COMMISSION
WASHINGTON. D.C 20463

July 19, 1989

Bert C. McElroy, Esq.
2520 Kid-Continent Tower
401 South Boston
Tulsa, Oklahoma 74103

T RE: MUR 2823
Jim Inhofe; Ralph

C, Abercrombie; Friends" of
Jim Inhofe and Russell D.
Robinson, as treasurer

Dear Mr. McElroy:

on February 28, 1989, the Federal Election Commission found
reason to believe that your clients, Jim Inhofe, and Friends of
Jim Inhofe and Russell D. Robinson, as treasurer, violated
2 U.S.C. 5 441a(f). On that same date, the Commission found

TIP reason to believe your client, Ralph Abercrombie, violated
2 U.S.C. 5 441a(a)(l)(A); and reason to believe Friends of Jim
Inhofe and Russell D. Robinson, as treasurer, violated 2 U.S.C.
5 434(b). At your request, on July 11, 1989, the Commission
determined to enter into negotiations directed towards reaching
conciliation agreements in settlement of this matter prior to
findings of probable cause to believe.

Enclosed are conciliation agreements that the Commission has
approved in settlement of this matter. You should note that, as
a result of the investigation of this matter, the Commission has
included a provision in each conciliation agreement that provides
for an admission of a knowing and willful violation of the
Federal Election Campaign Act of 1971, as amended ("the Act*).
See, page 4, paragraph V. a), of the agreement for Mr. Inhofe and
the Committee; and page 3, paragraph V. of the agreement for
Mr. Abercrombie. in making the decision to include these
provisions, the Commission considered the facts in this atr,
including the fact that Mr. Inhofe and Mr. Abercrombie were
informed by Mary Ellen Miller, the past campaign manager, prior
to entering into the loan transaction that it would violate the
Act. This fact is also included in each conciliation agreement.
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Bert C. McElroy, Esq.
Page 2

If your clients agree with the provisions of the enclosed
agreements, please sign and return them, along with the civil
penalties, to the Commission. In light of the fact that
conciliation negotiations, prior to a finding of probable cause
to believe, are limited to a maximum of 30 days, you should
respond to this notification as soon as possible.

If you have any questions or suggestions for changes in the
agreements, or if you wish to arrange a meeting in connection
with mutually satisfactory conciliation agreements,' please
contact Sandra H. Robinson, the attorney assigned to this matter,
at (202) 376-8200.

Sincerely,
C.

Lawrence M. Noble
General Counsel

N
BY: Lois G. Le $ner

N Associate eneral Counsel

Enclosures

%Conciliation Agreements (2)
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BERT C. MCELROY
ATTORNEY AT LAW

(918) 583-77662520 MID-CONTINENT TOWER

TULSA. OKLAHOMA 74103

August 7, 1989

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

Re: MUR 2823 Jim Inhofe; Friends of Jim Inhofe
and Russell D. Robinson as treasurer; and
Ralph Abercrombie .=

Gentlemen: z

Enclosed herewith is a Motion to Recuse, wherein the
Respondents are requesting that Commissioner Danny McDonald
recuse from any further participation in this Matter Under
Reviev.

I would appreciate this motion being filed in this
matter, and your advising me of any response thereto
presented by the General Counsel and of any action taken
thereon by Commissioner McDonald or the Commission.

Thank you for your consideration.

-Re ectfully~yours,

e64trt C Mc oy

BCM/fs
Enclosure



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)

Jim Inhofe, and ) MUR 2823
Friends of Jim Inhofe and)
Russell D. Robinson, as treasurer;)
and Ralph Abercrombie)

MOTION TO RECUSE

The Respondents above named, Jim Inhofe, Friends of Jim

Inhofe and Russell D. Robinson as treasurer, and Ralph

Abercrombie, hereby respectfully move that Commissioner

Danny McDonald recuse himself from further participation in,

or decision of, the above styled matter, and in support

thereof, respectfully show to the commission as follows:

1. That said commissioner is a resident of the

Congressional District represented by the Respondent Jim

Inhofe;

2. That said respondent is personally acquainted with

said commissioner and was involved in the appointment of

said commissioner to the Commission;

3. That Commissioner McDonald has been overheard at

public gatherings discussing his interest in becoming a

candidate for the Congressional seat now held by respondent

Jim Inhofe. Such statements would indicate an inability on

the part of said commissioner to objectively and impartially

consider and participate in determination of the issues in

this matter.



Based upon the above and foregoing, Respondents

respectfully move that Commissioner Danny McDonald recuse

himself from further participation in this matter, and that

he refrain from discussing, or from taking part, either

formally or informally, in any deliberations of the

Commission concerning this matter under review.

Counsel for Responde ('s Jim

Inhofe, Friends of Jim nhofe
and Russell D. Robinson as
treasurer, and Ralph
Abercrombie



FEDERAL ELECTION COMMISSION
WASHIN('ION.1 ) C 204f61

August 17, 1989

MEMORANDUM

TO: Commissioner McDonald

FROM: Lawrence M. Noble
General Counsel

SUBJ: Notion to Recuse in MUR 2823

C This Office has received the attached letter and motion to
recuse from counsel for Rep. Jim Inhofe and his committee in MUR
2823. In similar instances in prior matters, such as MUR 2270,
each Commissioner has, initially, responded individually to such
motions. This Office had verbally informed Mr. McElroy that you
had recused yourself in this matter. Nevertheless, he filed the
attached motion.

__ Please provide this Office with a copy of any response you
make to this motion so that it can be added to the permanent
file.

If you have any questions regarding this motion, please
contact me.
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

OFFICE OF THE CHAIRMAN August 23, 1989

Bert C. McElrny; Equire
2520 Mid-Continent Tower
Tulsa, Oklahoma 74103

Dear Bert:

Late last week I received a copy of your motion that I
recuse myself in MUR 2823. I was quite surprised at this since it
was my understanding that prior to filing the motion, Sandra Robinson,
staff attorney in the Office of General Counsel, informed you I had
recused myself from the outset of the complaint.

As you may know, during the course of the 1988 election
cycle, representatives of both Congressman Inhofe and Candidate
Glassco contacted me with hy-pothetical questions relating to campaign
finance issues. I routinely recuse myself when there has been prior
contact on "hypothetical" issues that ultimately reflect on a later-filed
complaint. Unfortunately, you have been misinformed by unnamed
individuals concerning the 1990 race for the 1st Congressional District.
I can assure you that I have made no such statements at "public
gatherings," to use your terminology.

Sincerely,

D ANN L cDONALD
Chairman

cc: Office of the General Counsel
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )

Congressman Jim Inhofe; Friends of Jim ) MUI
Inhofe and Russell D. Robinson, as )
treasurer; and Ralph Abercrombie )

GENERAL COUNSEL'S REPORT

SENSITIVE
R 2823

I. BACKGROUND

Attached are conciliation agreements which have been signed

by Bert C. McElroy, counsel for Jim Inhofe; Friends of Jim Inhofe

and Russell D. Robinson, as treasurer; and Ralph Abercrombie,

respondents in this matter. Attachment I. Checks for the civil

penalties have not been received.

The attached agreement pertaining to Ralph Abercrombie

contains no changes from the agreement approved by the Commission

on August 22, 1989. Attachment I(10)-(14).
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• Thus, this Office recommends that the

Commission accept the signed conciliation agreements, including

the revised agreement proposed by counsel.

II. RECONRENDATIONS

1. Accept the attached conciliation agreements with Jim
Inhofe, and Friends of Jim Inhofe and Russell D. Robinson, as

treasurer.

2. Accept the attached conciliation agreement with Ralph

Abercrombie.

3. Close the file.

4. Approve the attached letters.

Lawrence M. Noble
General Counsel

Date I I

B Y: jr
Loi-s G. Ler e-r--
Associate G neral Counsel

Attachments
1. Conciliation Agreements
2. Letter to Respondents' counsel
3. Letter to Complainant.

Staff Assigned: Sandra H. Robinson

4 t>01 q



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Congressman Jim Inhofe; Friends of Jim
Inhofe and Russell D. Robinson, as
treasurer; and Ralph Abercrombie

MUR 2823

CERTIF ICATION

I, Marjorie W. Emmons, Secretary of the Federal
Election Commission, do hereby certify that on September 25,
1989, the Commission decided by a vote of 5-0 to take

the following actions in MUR 2823:

1. Accept the conciliation agreements with Jim
Inhofe, and Friends of Jim Inhofe and Russell
D. Robinson, as treasurer, as recommended inthe General Counsel's Report dated September 20,
1989.

2. Accept the conciliation agreement with Ralph
Abercrombie, as recommended in the General
Counsel's Report dated September 20, 1989.

3. Close the file.

4. Approve the letters, as recommended in the
General Counsel's Report dated September 20, 1989.

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

McDonald recused himself from the matter and did not cast

a vote.

Attest:

Date Marjorie W. Emmons
Secretary of the Commission

Received in the Secretariat: Thursday, September 21, 1989Circulated to the Commission: Thursday, September 21, 1989Deadline for vote: Monday, September 25, 1989
11:11 a.m.
4:00 p.m.
4:00 p.m.
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FEDERAL ELECTION COMMISSION
WASHINCTON. D C 20463

October 6, 1989t. MCLOSED
425 Mid-Continent Tower
Tulsa, Oklahoma 74103

RE: MUR 2823
Jim Inhofe; Friends of Jim
Inhofe and Russell D.
Robinson, as treasurer;

T Ralph Abercrombie

Dear Mr. McElroy:

On September 25, 1989, the Federal Election Commission
accepted the signed conciliation agreements submitted on behalf
of your clients, Jim Inhofe, and Friends of Jim Inhofe and
Russell D. Robinson, as treasurer, in settlement of violations of
2 U.S.C. 55 441a(f) and 434(b), provisions of the Federal
Election Campaign Act of 1971, as amended ("the Act"); and your
client, Ralph Abercrombie, in settlement of a violation of
2 U.S.C. S 441a(a)(1)(A), a provision of the Act. Accordingly,
the file has been closed in this matter. This matter will become
a part of the public record within 30 days. If you wish to
submit any factual or legal materials to appear on the public
record, please do so within ten days. Such materials should be
sent to the Office of the General Counsel.

Please be advised that information derived in connection
with any conciliation attempt will not become public without the
written consent of the respondents and the Commission. See
2 U.S.C. S 437g(a)(4)(B). The enclosed conciliation agree--ments,
however, will become a part of the public record.



Bert C. McElroy, Esq.
Page 2

Enclosed you will find a copy of the fully executed
conciliation agreements for your files. If you have any
questions, please contact Sandra H. Robinson, the attorney
assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Couns 1

BY: Lois G. Le ner
Associate eneral Counsel

Enclosures
Conciliation Agreements (2)



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Jim Inhofe, and ) MUR 2823
Friends of Jim Inhofe and )
Russell D. Robinson, as treasurer )

.0 CONCILIATION AGREEMENT

This matter was initiated sua sponte and by a signed,

sworn, and notarized complaint by the Democratic Party of

Oklahoma. The Federal Election Commission ("Commission")

found reason to believe that Jim Inhofe, and Friends of Jim

Inhofe, of which Russell D. Robinson is now treasurer

("Respondents"), violated 2 U.S.C. S 441a(f). The

commission also found reason to believe Friends of Jim

Inhofe, of which Russell D. Robinson is now treasurer,

violated 2 U.S.C. S 434(b).

NOW, THEREFORE, the Commission and the Respondents,

having participated in informal methods of conciliation,

prior to a finding of probable cause to believe, do hereby

agree as follows:



I. The Commission has Jurisdiction over the

Respondents and the subject matter of this proceeding, and

this agreement has the effect of an agreement entered

pursuant to 2 U.S.C.S 437g(a)(4)(A)(i).

II. Respondents have had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondents enter voluntarily into this agreement

with the Commission.

IV. The pertinent facts in this matter are as follows:

1. Friends of Jim Inhofe was the principal

campaign committee for candidate Jim Inhofe during the 1986

election cycle within the meaning of 2 U.S.C. S 431(5).

2. Russell D. Robinson is the current treasurer

of Friends of Jim Inhofe. Mr. Robinson was registered as

the treasurer of Friends of Jim Inhofe on June 17, 1988.

Ralph Abercrombie was the treasurer of Friends of Jim Inhofe

during the 1986 election cycle.

3. Jim Inhofe was a candidate for the U. S. House

of Representatives in the 1986 election cycle within the

meaning of 2 U.S.C. S 431(2).



4. In June, 1986, a discussion was held about the

need for funds to finance Mr. Inhofe's federal campaign.

Mary Ellen Miller, Mr. Inhofe's campaign manager, Ralph

Abercrombie, and Jim Inhofe participated in this discussion.

During that meeting, Ms. Miller stated that a loan from Mr.

Abercrombie to Respondents to be used in the Inhofe campaign

would violate provisions of the Federal Election Campaign

Act of 1971, as amended ("the Act").

5. On June 30, 1986, Mr. Abercrombie loaned

$20,000 to Mr. Inhofe, and such funds were subsequently used

by Mr. Inhofe's principal campaign committee for campaign

purposes.

6. Mr. Inhofe and Mr. Abercrombie used a

preprinted promissory note from a bank to ratify their

agreement. The promissory note was signed only by Mr.

Inhofe. Although Mr. Abercrombie did not sign the note,

there is a typed revision on the form to indicate that the

term "Lender" as used in the form was to be construed as a

reference to Mr. Abercrombie, as payee. The loan was

secured with 4,000 shares of National Royalty Corporation

stock, which was owned solely by Mr. Inhofe. An Assignment

Separate from Certificate form bearing the signatures of Mr.

Inhofe and a witness, along with delivery of the stock



certificate, constituted a blank endorsement sufficient to

secure the loan.

7. Respondents disclosed receipt of the loan in

their 1986 July Quarterly Report filed with the Commission.

In that report, Respondents identified the source of the

loan as from the candidate's personal funds. In subsequent

reports filed with the Commission, Respondents continued to

identify the candidate's personal funds as the source of the

loan.

8. The Act states in relevant parts that:

a) a contribution includes loans made to the

political committee. 2 U.S.C. S 431(8)(A).

b) Where a loan is obtained by a candidate

in connection with his or her campaign, the candidate shall

be considered to have obtained such loan as an agent of his

or her authorized committee(s). 2 U.S.C. S 432(e)(2).

c) Individuals cannot contribute an

aggregate amount in excess of $1,000 to a candidate or

authorized political committee, with respect to any

election. 2 U.S.C. S 441a(a)(1)(A).

d) A candidate or political committee is

prohibited from knowingly accepting any contribution in

violation of the provisions of S 441a. No officer or

employee of a political committee shall knowingly accept a



contribution made for the benefit or use of a candidate, or

knowingly make an expenditure on behalf of a candidate, in

violation of any limitation imposed on contributions and

expenditures under S 441a. 2 U.S.C. S 441a(f).

e) An authorized committee must disclose, on

reports filed with the Commission, the total amount of all

loans made by or guaranteed by the candidate, as well as all

other loans. Disclosure reports must identify each person

who makes a loan to the reporting committee during the

reporting period, together with the name of any endorser or

guarantor of such loan, and the date and amount of such

loan. 2 U.S.C. S 434(b).

9. Commission regulations provide that loans to a

political committee may not exceed the contribution

limitations of Section 441a and those that do are unlawful,

even if they are repaid. A loan is a contribution when it

is made and remains such to the extent that it remains

unpaid. To the extent that it is repaid, a loan is no

longer a contribution. 11 C.F.R. S 100.7(a)(1).

V. a) Respondents knowingly accepted a $20,000

contribution from Ralph Abercrombie in the form of a loan,

in a knowing and willful violation of the provisions of 2

U.S.C. S 441a(f).
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b) Respondents failed to accurately identify the

source of loan in violation of 2 U.S.C. S 434(b).

VI. a) Respondents will pay a civil penalty to the

Federal Election Commission in the amount of seven

thousand seven hundred fifty ($7,750), pursuant to 2

U.S.C. S 437g(a)(5)(A).

b) Respondents will amend the appropriate

financial disclosure reports filed with the Commission to

accurately disclose the source and status of the loan

received from Mr. Abercrombie.

VII. The Commission, on request of anyone filing a

complaint under 2 U.S.C. S 437g(a)(1) concerning the

matters at issue herein or on its own motion, may review

compliance with this agreement. If the Commission

believes that this agreement or any requirement thereof

has been violated, it may institute a civil action for

relief in the United States District Court for the

District of Columbia.

VIII. This agreement shall become effective as of the

date that all parties hereto executed same and the

Commission has approved the entire agreement.
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IX. Respondent shall have no more than 30 days from

the date this agreement becomes effective to comply with

and implement the requirements contained in this agreement

and to so notify the Commission.

X. This Conciliation Agreement constitutes the entire

agreement between the parties on the matters raised

herein, and no other statement, promise, or agreement,

either written or oral, made by either party or by agents

of either party, that is not contained in this written

agreement shall be enforceable.

FOR THE COMMISSION:

Lawrence M. Noble
General Counsel

By:c
Lois G. [Lerner
Associate General Counsel

FTHE RESPONDENTS:

Jim Inhofe, Friends of Ji i&
Inhofe, and Russell D.
Robinson, as treasurer

/0

Date

S~q~j0 /98?



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
MUR 2823

Ralph Abercrombie )

CONCILIATION AGREEMENT

This matter was initiated sua sponte and by a signed, sworn,

and notarized complaint by the Democratic Party of Oklahoma. The

Federal Election Commission ("Commission") found reason to

believe that Ralph Abercrombie ("Respondent") violated 2 U.S.C.

5 441a(a)(1)(A).

NOW, THEREFORE, the Commission and the Respondent, having

participated in informal methods of conciliation, prior to a

finding of probable cause to believe, do hereby agree as follows:

I. The Commission has jurisdiction over the Respondent and

the subject matter of this proceeding, and this agreement has the

effect of an agreement entered pursuant to 2 U.S.C.

5 437g(a)(4)(A)(i).

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this agreement with

the Commission.

IV. The pertinent facts in this matter are as follows:

1. Ralph Abercrombie was the treasurer of Friends of

Jim Inhofe, the principal campaign committee for candidate Jim

Inhofe, during the 1986 election cycle.

2. Jim Inhofe was a candidate for the U.S. House of

Representatives in the 1986 election cycle within the meaning of
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2 U.s.c. 5 431(2).

3. In June 1986 Respondent was involved in a

discussion about the need for funds to finance Mr. Inhofe's

campaign. Mary Ellen Miller, Mr. Inhofefs campaign manager, and

Jim Inhofe participated in this discussion. During that meeting,

Ms. Miller stated that a loan from Mr. Abercrombie to be used in

the campaign would violate provisions of the Federal Election

Campaign Act of 1971, as amended ("the Act").

4. on June 30, 1986, Respondent loaned $20,000 to

Mr. Inhofe and such funds were subsequently used by Mr. Inhofe's

principal campaign committee for campaign purposes.

5. Mr. Abercrombie and Mr. Inhofe used a preprinted

promissory note from a bank to ratify their agreement. The

promissory note was signed only by Mr. Inhofe. Although Mr.

Abercrombie did not sign the note, there is a typed revision on

the form to indicate that the term "Lender" as used in the form

was to be construed as a reference to Mr. Abercrombie, as payee.

The loan was secured with 4,000 shares of National Royalty

Corporation stock, which was owned solely by Mr. Inhofe. An

Assignment Separate from Certificate form bearing the signatures

of Mr. Inhofe and a witness, along with delivery of the stock

certificate constituted a blank endorsement sufficient to secure

the loan.

6. The Act states in relevant parts that:

a) a contribution includes loans made to the political

committee. 2 u.s.C. S 431(8)(A).

b) Where a loan is obtained by a candidate in
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connection with his or her campaign, the candidate shall be

considered to have obtained such loan as an agent of his or her

authorized committee(s). 2 U.S.C. 5 432(e)(2).

c) Individuals can not contribute an aggregate amount

in excess of $1,000 to a candidate or authorized political

committee, with respect to any election. 2 U.S.C.

S 441a(a)(1)(A).

d) A candidate or political committee is prohibited

from knowingly accepting any contribution in violation of the

provisions of Section 441a. No officer or employee of a

political committee shall knowingly accept a contribution made

for the benefit or use of a candidate, or knowingly make an

expenditure on behalf of a candidate, in violation of any

limitation imposed on contributions and expenditures under

Section 441a. 2 U.S.C. S 441a(f).

7. Commission regulations provide that loans to a

political committee may not exceed the contribution limitation of

Section 441a and those that do are unlawful, even if they are

repaid. A loan is a contribution when it is made and remains

such to the extent that it remains unpaid. To the extent that it

is repaid, a loan is no longer a contribution. 11 C.F.R.

5 100.7(a)(1).

V. Respondent made a $20,000 contribution to Jim Inhofe

and Friends of Jim Inhofe in the form of a loan, in a knowing and

willful violation of 2 U.S.C. S 441a(a)(1)(A).

VI. Respondent will pay a civil penalty to the Federal

Election Commission in the amount of seven thousand five hundred
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dollars ($7,500), pursuant to 2 U.S.C. 5 437g(a)(5)(A).

VII. The Commission, on request of anyone filing a complaint

under 2 U.S.C. 5 437g(a)(1) concerning the matters at issue

herein or on its own motion, may review compliance with this

agreement. If the Commission believes that this agreement or any

requirement thereof has been violated, it may institute a civil

action for relief in the United States District Court for the

District of Columbia.

VIII. This agreement shall become effective as of the date

that all parties hereto executed same and the Commission has

approved the entire agreement.

IX. Respondent shall have no more than 30 days from the

date this agreement becomes effective to comply with and

implement the requirements contained in this agreement and to so

notify the Commission.
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X. This Conciliation Agreement constitutes the entire

agreement between the parties on the matters raised herein, and

no other statement, promise, or agreement, either written or

oral, made by either party or by agents of either party, that is

not contained in this written agreement shall be enforceable.

FOR THE COMMISSION:

Lawrence M. Noble
General Counsel

BY:
LoCt . e-ner
Associate General Counsel

Date

FOR THE RESPONDENT:

Counsel for Respon ent

D1a%



FEDERAL ELECTION COMMISSION
WASHINGION. DC 20463

October 6, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

William Bullard, Chairman
Democratic Party of Oklahoma
429 N.E. 50th Street, Suite 100
Oklahoma City, Oklahoma 73105

RE: MUR 2823

Dear Mr. Bullard:

This is in reference to the complaint you filed with the
Federal Election Commission on October 25, 1988, concerning Jim
Inhofe; Friends of Jim Inhofe and Russell D. Robinson, as
treasurer; and Ralph Abercrombie.

The Commission found that there was reason to believe Jim
Inhofe, and Friends of Jim Inhofe and Russell D. Robinson, as
treasurer, violated 2 U.S.C. S 441a(f), and Friends of Jim Inhofe
and Russell D. Robinson, as treasurer, violated 2 U.S.C.
S 434(b), provisions of the Federal Election Campaign Act of1971, as amended ("the Act"). The Commission also found reason
to believe Ralph Abercrombie violated 2 U.S.C. S 441a(a)(1)(A), a
provision of the Act. The Commission subsequently conducted an
investigation in this matter. On September 25, 1989,
conciliation agreements signed by the respondents' counsel on
their behalf were accepted by the Commission. Accordingly, the
Commission closed the file in this matter on September 25, 1989.
Copies of these agreements are enclosed for your information.



William Bullard, Chairman
Page 2

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

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G.
Associate General Counsel

Enclosures
Conciliation Agreements (2)
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2520 MID-CONTINENT TOWER (918) 583-7766
TULSA. OKLAHOMA 74103

October 6, 1989

Lois G. Lerner
Associate General Counsel 4
Federal Election Commission
999 E Street N.W. C
Washington, D. C. 20463 "Now

Re: MUR 2823 :
Jim Inhofe; Friends of Jim
Inhofe and Russell D. Wit
Robinson, as treasurer;
Ralph Abercrombie

Dear Ms. Lerner:

We have been advised by Ms. Sandra Robinson of your
office that the most recent proposed Conciliation Agreement,
submitted to you with our letter of September 6, 1989, has
been approved and accepted by the Commission.

In accordance with the terms of the Conciliation
Agreement, I am enclosing herewith a check from Friends of
Jim Inhofe in the amount of $7,750.00 and my trust account
check in the amount of $7,500.00 in payment of the civil
penalties levied against all the respondents.

Mr. Robinson will be in contact with the Commission's
Reports Analysis Division at the beginning of next week in
order to ascertain the proper form for amendments to the
committee's financial disclosure reports, as required by
paragraph VI(b) of the Conciliation Agreement.

It is our understanding that with the enclosed payments
and appropriate amendments to the reports, the respondents
in this matter will be in full compliance with the terms of
the conciliation agreement.

Thank you for your assistance and cooperation, and that
of your staff, particularly Ms. Sandra Robinson, in the
negotiation and conclusion of this matter.

er truly yours,

Bert C. McElroy
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DEBRA A. TRIMIEW
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