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BEFORE THE FEDERAL ELECTION COMMISSION

OF THE UNITED STATES OF AMERICA

In the matter of:

Committee for Congressman Charlie Rose
and Alton G. Buck, Treasurer

COMPLAINT

NOW COMES, the National Republican Congressional
Committee by its Executive Director, Tom Cole, whose principal
office is located at 320 First Street, S.E., Washington, D.C.
20003 and Robert C. Anderson of 511 Argyll Road, Fayetteville,
NC 28303-5101, hereinafter collectively referred to as
"Complainants" to file this Complaint pursuant to 2 U.S.C.

S437g(a)(1) and 11 C.F.R. 111.4 relative to certain activity of
the Committee for Congressman Charlie Rose and Alton G. Buck,
Treasurer of P.O. Box 1178, Fayetteville, NC 28302 hereinafter
referred to as "Rose Committee".

VIOLATION

On March 23, 1988, the Committee on Standards of
01% Official Conduct of the U.S. House of Representatives

issued a public letter of Reproval to CongresmmanRos
Das a result of his unethical conduct with regard to

his personal use of campaign funds and failure to
disclose certain financial transactions on his
Personal Finance Disclosure Statements. During the
course of the investigation, the Ethics Committee
found it necessary to determine whether an alleged
$50,000 loan, undisclosed for more than 14 years,
existed as between the Rose Committee and
Representative Rose. The Ethics Committee stated
emphatically that the loan did not exist and that
Representative Rose was not entitled to repavment.
The Rose Committee has continued for more than four
years after the Ethics Committee determination to
list the $50,000 loan on periodic campaign finance
reports as an outstanding and current obligation owed
to Representative Rose.

These actions represent intentional false reporting of
campaign obligations in violation of 11 C.F.R. 104.
Congressman Rose and the Rose Committee clearly intend
to divert campaign funds to Congressman Rose's personal
benefit in violation of 2 U.S.C. 439a.



complainants pursuant to the provisions of the Federal
Election Campaign Act (the Act) and the Federal Election
Commission (FEC) regulations hereby state the following facts:

1. Rose Committee is the authorized principal
campaign committee of Charlie Rose, III the incumbent
Congressman of the 7th District of North Carolina in the U.S.
House of Representatives. Representative Rose shall be
individually referred to hereinafter as "Representative Rose."

2. Charles Rose, Jr. is the father of Representative
Rose and will hereinafter be referred to as "Rose, Jr."

3. The basis of this complaint is the following
documents:

a. Excerpts from the Report of the Committee on
S Standards of Official Conduct of the U.S. House of

Representatives hereinafter referred to as the "Report" with
' regard to certain investigative procedures and final

determinations that Representative Rose did, in fact, engage in
S improper campaign fund activities. See Exhibit A.

b. Portions of Rose Committee campaign finance
0%1 statements for the period October 24, 1978 to June 30,, 1992

detailling the history of alleged loans by Representative Rose
0- to the Rose Committee as well as all pertinent correspondence

0 from the Rose Committee to regulatory staff relative to said
ofilings. See Exhibit B.

ETHICS COMMITTEE COMPLAINT
C

In the fall of 1986, a complaint was filed with the
n) Ethics Committee alleging the following improper conduct by
rK Representative Rose:

1. Representative Rose, on eight occasions, borrowed
funds from the Rose committee in violation of House Rule XLIII,
Clause 6. House Rule XLIII states that members must maintain
separate accounts for campaign and personal funds and that
campaign funds cannot be used for any use other than bona fide
campaign purposes.

2. Representative Rose used a Rose Committee
certificate of deposit in the amount of $75,000 as collateral
for a personal loan. Such activity violates House Rule XLIII,
Clause 6 which states that a Member 11. . .shall convert no
campaign funds to personal use in excess of reimbursement of
legitimate and verifiable campaign expenditures. . 6
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3. Representative Rose incurred debts Jt the Rose
Campaign as a result of his borrowings from the Rose Committee
as described in (1) above. Representative Rose failed to list
those transactions as liabilities in excess of $10,000 on his
Personal Financial Disclosure Statements for each year 1982 -
1986 as required by the Ethics in Government Act (EIGA).

4. Representative Rose also failed to report nine
separate financial obligations to various financial institutions
as required by the EIGA on the Personal Financial Disclosure
Statements for the period 1979 - 1984.

ETHICS COMMITTEE FINDINGS

The U.S. Constitution authorizes each House of
Congress to punish its Members for disorderly behavior and, with
the concurrence of two thirds, to expel a Member. Art. I, Sec.
5, Cl. 2. Given the serious nature of the ultimate sanction
which may be imposed as a result of the conclusions of the
Ethics Committee, full investigative and procedural safeguards

Q are carefully and routinely employed. Therefore, the Commission
may rely upon the findings of the Ethics Committee with
confidence they have been fully adjudicated. For a complete
description of the procedures see Exhibit C.

As a result of its investigation, the Ethics Committee
- issued a public reproval of Representative Rose on March 23,

1988. For a full description of the findings and the public
reproval, see Exhibit D.

A finding of fact made in the course of the Ethics
C Committee investigation provides the basis of this Complaint.

The Ethics Committee found that while there were a number of
S financial transactions between Representative Rose and Rose,

CN Jr., a loan in the amount of $50,000 did not result or currently
exist as between either Representative Rose or Rose, Jr., and

S the Rose Committee.

The existance of the loan was a key element of
Representative Rose's defense against the claims of personal
borrowings of Rose Committee funds. Representative Rose
maintained that he had not borrowed from the Rose Committee but
rather the payments to him were "repayments" of a prior
undisclosed loan of $50,000. The R92ort flatly rejectd
Representative Rose's claim that a loan existed and that he is
owed $50,000 by the Rose Committee.

Specifically, the Report stated:

The Committee takes note of the fact that the
respondent repaid in full all monies borrowed
from his campaign. There is no outstanding
indebtedness to the campaign at this time.
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Nevertheless, the Committee reiterates its
position that Representative Rose is not
entitled to revavMent of S50.000 from his
camnai. (emphasis supplied) Page 16.

Continued reporting by the Rose Committee of the
$50,000 obligation is a clear indication of the intent of the
Rose Committee and Representative Rose to make payment in that
amount to him at a future date in violation of 11 C.F.R. 104 and
2 U.S.C. 439a.

ROSE COMMITTEE PUBLIC FILINGS ARE CONFLICTING
AND SUPPORT AN INVESTIGATION BY FEC

Without resort to the Report of the Ethics Committee,
sufficient conflicting documentation has been filed by the Rose
Committee pursuant to the requirements of the Act to warrant an
investigation into this matter. There are three particular
types of transactions which support this statement.

1. The $50.000 loan was not reRorted until 1987.
From the alleged incurrence of the obligation by the Rose
Committee to Representative Rose in November of 1973 until

cK January 6, 1987, reports filed with the FEC by the Rose
Committee did not itemize any loan in the amount of $50,000.

- Therefore, the alleged loan upon which the Rose Committee
intends to repay Representative Rose remained undisclosed for a

0% period of more than 14 years.

The position of the Commission is clear with regard to
' the reporting of prior undisclosed debts to the candidate. In

Advisory Opinion 1977-58 [CCH 5285], the Commission addressed
'r the issue of a candidate who sought to re-characterize his prior

financial transactions as "loans" by himself for which he could
C seek repayment. The Commission said:

S.. your committee may not now retroactively regard
vthe payment you made with respect to a 1974 election,

originally reported as a transfer in from you to the
committee, as creating a debt owed to you, which the
committee may then "extinguish."

The Commission continued:

Furthermore, 2 U.S.C. 434(b) (12) requires that debts
and obligations owed by the committee be continuously
reported until they are extinguished. Your proposal to
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disclose the transaction as a current debt of the
committee. . .would, if allowed, contravene the obvious
intent of 434(b)(12) that debts and obligations be
initially disclosed in a timely manner and be
continually reported thereafter until extinguished.
(emphasis added)

The instant situation is even more offensive to the
Commission rationale. In AO 1978-58, the candidate sought after
three years to re-characterize a financial transaction vhich had
already been reported to the Commission. The Rose Committee
amended its statements after more than 14 years to recognize a
an alleged financial transaction of $50,000 to Representative
Rose which had never been reported to the FEC in any manner.
The Rose Committee's attempt to legitimitize the existence of a
prior debt and its blatant disregard of the reporting
requirements under 11 C.F.R. 104.11 cannot be tolerated.

2. Loans to Representative Rose Itemized on
Schedule C. Even prior to the disclosure of the alleged $50,000
loan in January of 1987, the Rose Committee was answering
inquiries from regulatory staff regarding the transactions

J reported on Schedule C - Debts and Obligations owed to the
Committee.

0-1 Beginning in November of 1978, the Rose Committee
filed Schedule C - Debts owed t 2 the Committee in support of

- line 9 of the Summary Page; Schedule A - Receipts; and Schedule

B "Disbursements" indicating that during the period 1978 through
1985 the Rose Committee disbursed to and received from

C, Representative Rose equal sums of $63,995. See Exhibit B. The
transactions were as follows:

0

Date Rep. Rose Rose Con. Description
PaYent Disbursement sed

11/17/78 4,000 "Loan"
02/25/82 7,000 "Loan"
07/21/83 895 "Loan"
09/12/83 18,000 "Loan"
12/15/83 18,000 "Repayment"
04/01/84 10,000 "Loan"
04/17/84 10,000 "Payment"
09/05/84 5,000 "Loan"
09/28/84 5,000 "Repayment"
01/31/85 9,500 "Loan"
03/21/85 9,500 "Repayment"
08/19/85 9,600 * "Loan"
12/31/85 9,600 "Repayment"
09/26/86 11,895 "Repayment"

TOTAL $ 63,995 $ 63,995

- 5 -



On June 22,984, the Rose Committee i~eplying to
the Office of the Clerk, referred to "Mr. Rose's loans" and then
confirmed the information had been omitted from Schedule C and
provided the necessary amendment. This characterization of the
transaction is confirmed by a second letter dated January 1,
1986, from the Rose committee to the Clerk of the House. The
letter reiterated a conversation with regulatory staff who
instructed all "1. . .loans repaid by the Congressman should be
reported on Line 14 . . .rather than Line 15." (emphasis added)
See Exhibit E.

3. Conflicting Amendments to Schedule C. on January
6, 1987, the Rose Committee filed amendments to the Year-End
Report for 1985 and each report for 1986. The letter from the
Rose committee stated that these amendments were necessary due
to "1. . . confusion which occurred as a result of the repeal of
the Federal Corrupt Practices Act and the enactment of the 1974
Federal Election Campaign Act Amendment." This 1987 explanation
is given even though the Rose Committee had been reporting under
the "new" Federal Election Campaign Act provisions for more than
a decade.

The letter went on to state that

the 1971 FEC Act made no provision for reporting
prior debts and obligations of a principal campaign
committee, while later amendments to the FEC Act did
provide for the assumption of a debt, by the principal
campaign committee of a previous campaign, provided
evidence was available to substantiate the existance of

ON, the debt."

The Rose Committee letter went on to explain $50,000
was owed to Representative Rose as a result of a loan made to

c the Committee in 1973. It continued to explain that AUJ the
transactions listed above in paragraph 2 previously reported as

1K "loans to Representative Rose" were actually repayments to
Representative Rose based upon the newly reported 1973

Cobligation. The payments had been mischaracterized on Schedule
C. According to the Rose Committee, "[t]hese loan transactions,
as debts owed by the Committee to Congressman Rose, should have

c~appeared on line 10 and not line 9 on the Summary Page, apart
from any debts owed to the committee." Schedule B entries were
to be amended to become "repayments of loans owed" and all
Schedule A receipt entries were to become "Other/Loans to the
Committee." See Exhibit F.

The Rose Committee contended payments made to
Representative Rose were actually repayments and that he
reloaned exactly the same amount back to the Rose Committee.
Inasmuch as these transactions represent a "wash," the Rose
Committee is now claiming that it is left with an obligation to
Representative Rose in the amount of $50,000. This amount has
been reported continually as an obligation since the 1985
Year-end Report was filed in January, 1987. See Exhibit G.
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CONCUS0

In summary, an investigation is warranted in this
instance for the following reasons:

1. The Complaint against Representative Rose has been
thoroughly adjudicated by the Committee on Standards of official
Conduct of the U.S. House of Representatives. Representative
Rose has been issued a public letter of reproval. The findings
and conclusions of that deliberative process provide sufficient
basis to meet the "reason to believe" requirements of 2 U.S.C.
437g(a) (1) 11 C.F.R. 111.

2. In addition to the findings of the Ethics
Committee or when considered independently of the findings, the
inconsistencies of the reports filed by the Rose Committee
provide a sufficient basis upon which to meet the "reason to
believe" requirements to investigate the legitimacy of the
$50,000 loan. Initially, the Rose Committee reported undeniably
that the expenditures discussed above were loans to

S Representative Rose. Then within less than 90 days of the
filing of a Ethics Complaint in the U.S. House of
Representatives, the Rose Committee profers that the information
regarding how to report prior loans heretofore a mystery for

~' some 14 years suddenly becomes clear and coincidentally provides
the principal defense for Representative Rose to the allegations

- of the personal use of campaign funds in the House Ethics
S Complaint.

The House Ethics Committee, on the weight of the
evidence, did not accept this explanation. The Commission
should not accept this explanation. At a minimum, the
Commission should initiate its own investigation into this
matter. The inconsistencies of the public record in and of

C- themselves provide ample "reason to believe" that violations of
the Act may have occured.

3. The failure of the Commission to undertake this
investigation would have serious secondary implications. Such a

refusal would:

a. Allow Representative Rose to accomplish indirectly
what other Members of Congress are prohibited from doing
directly. Under the provisions of 2 U.S.C. 439a, certain
members, including Representative Rose, who would seek to
convert their excess campaign funds to personal use must make a
decision to retire at the end of the current session of
Congress. If they chose to take their funds, they are subject
to personal income tax.
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b. Ensure that Representative Rose, once beyond the
jurisdiction of the House Ethics Committee, would be in a
position to seek repayment of the $50,000 loan. Loans for bona
fide campaign purposes when repaid do not create a taxable event
for the recipient. Not only will he be afforded an extended
period of time to serve in Congress but also receive a greater
benefit than other Members in receiving these funds "tax free."

4. The actions of the Rose Committee are intentional
and wilful. It is impossible for Representative Rose or the Rose
Committee Treasurer, both of whom were principal participants in
the House Ethics investigation, to maintain they are unaware of
the findings of the Ethics Committee with regard to the
non-existance of the loan transaction. Therefore, there is no
plausible explanation for the continued reporting of this
obligation other than the Rose Committee's knowing and wilful
disregard of the findings and the intent to repay Representative
Rose for this amount at some point in the future.

PRAYER FOR RELIEF

Therefore, Complainants respectfully request that the
Federal Election Commission investigate this violation and

1 y determine the following conclusions of law as appropriate:

1. Rose Committee has reported a financial
transaction between Representative Rose and itself which based
upon the findings of the Ethics Committee or the independent

CK investigation of the Commission is not substantiated as a
legitimate debt of the Rose Committee in violation of the

C7- provisions of 11 C.F.R. 104.

2. Rose Committee may not make any repayments to
SRepresentative Rose based upon the alleged $50,000 loan.

3. Rose Committee, even with knowledge of the
findings of the House Ethics Committee, has continued for a

r-1 period of more than four years after the publication of those
findings to report this obligation in total disregard of the
authority of the Ethics Commitee and by its actions demonstrates
its intention to profer repayment to Representative Rose in the
amount of $50,000.
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I~z' -- n D lairawt tu rter s that e,Federal assesso mu throz at th* faid vJlfil and kwovw g violation of the above Inaooogdanoe vith 2 U..C. 437q(a) (5) (5) (C). P

The above state me ts are true and correct to the be tof my knowledge, information and belief.

Respectfully submitted,

National Republican ConqresaiorAl
Committee

Subscribod and sworn before as this j .lay of , 1992.

(Notary Public)
Xy Cwomission IUpires: -

The above Gtatements are true and correct to the bestof my Jnowledq., information and belief.

SSubscribed and sworn before as this / day of _____ 9 rn

/ £4lotary Public)
r~My C o= ission expires: _______________
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House Calendar No. 139
2d CONGiM HOUSE OF REPRESENTATIVE 100-

IN THE MATfER OF
REPRESENTATIVE CHARLES G. ROSE III

MAwH 23, 1988.-Referred to the House Calendar and Ordered to be printed

Mr. DIXON, from the Committee on Standards of Official Conduct,
submitted the following

REPORT

I. PW UML HWIRY

On October 15, 1986, the Commit on Stnards of Oficial Con-
duct received a properly filed complaint againstChario G. Rose, II. Pursuant to Rule 9 of the omittee's Rules
of PUroceure, the complaint included letters from three of
the House of Representatives who refused, in writing, to tranmit
the complaint to the Committee. The three signing Mmb were
Represetative Gene Chappie of California, Representative Eldon
Rudd of Arizona, and Representative David S. Monson of Utah.
After the receipt of the complaint, the Committee did not meet
again during the 99th Congress.

The new Committee formed for the 100th Congress held its first
meeting on February 25, 1987. The Committee a the issue
of whether a complaint filed in one Congress (99th), which included
letters of refusal signed by three Members of the House, was still
valid in a new Congress (100th), even though none of the igi
Members were currently seated in the new Congres The Commit-
tee adopted the position that a properly filed complaint remains
valid from one Congress to a subsequent Congress. Thus, the new
Committee took up the complaint at its first meeting as required
by the Commie's Rules of Procedure.

The complaint alleged that Representative Rose violated House
rules by converting campaign funds to personal use and by expend-
ing campaign funds not attributable to bona fide campaign pur-
poses in eight separate transactions in 1978, 1982, 1983, 1984, and
1985. The complaint alleged that Representative Rose violated the
Ethics in Government Act of 1978 (FIGA) by failing to report liabil-
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ities to his campaign on his Financial Disclosure Statements in
1982, 1983, 1984, and 1985. Finally, the complaint alleged that Rep.
resentative Rose failed to report, as gifts, the value of interest for-
given on loans from his campaign committee.

The Committee decided to seek information from Representative
Rose relevant to the allegations raised in the complaint. Ansrers
to specific questions would facilitate its making a decision on
whether to initiate a formal Preliminary Inquiry. To this end, the
Committee sent letters to Representative Rose on three occasions.
In response to these inquiries, Representative Rose submitted an-
swers with documentation. Discussion of relevant issues also took
place with the congressman's counsel. Based upon these efforts, the
Committee concluded that there were matters which should be pur-
sued through a formal investigation. Thus. on June 17, 1987, the
Committee adopted a Resolution to conduct a Preliminary Inquiry
based on the allegations raised in the complaint. (Appendix A.)

Following the Preliminary Inquiry, the Committee agreed to, and
issued, a Statement of Alleged Violations to Representative Rose
on October 28, 1987. The statement, included as Appendix B, con-
sisted of four counts. Count one alleged that Representative Rose
borrowed from his campaign in eight transactions from 1978 to
1985 in violation of House Rule XLII,, clause 6. Count two aMLOMd
that Representative Rose pledged a $75,000 certificate of deposit
longing to his campaign as collateral on a personal loan, in viola-
tion of House XITI, clause 6. Count three alleged Representative
Rose violated House Rule XLIV, clause 2 (EIGA), by failing to
report on his Financial Disclosure Statements, as liabilities, out-.
standing indebtedness to his campaign from 1982-1986. Count four
alleged that Representative Rose violated House Rule XLIV, clme
2 (EIGA), by failing to report on his Financial Disclosure State-
ments, as liabilities, outstanding indebtedness to seven financial in-
stitutions from 1979 to 1984.

On November 16, 1987, Representative Rose, through counmel
filed an Answer of Respondent to Statement of Alleged Vilati"s
and Accompanying Memorandum of Points and Authorites. (Ap-
pendix C.) The response denied each and every allegation of count
one. With respect to count two, the response admitted that, on the
date in question, Representative Rose signed a paper entitled "As-
signment of Southern National Bank Savings Accounts/Savinu In.
strument." Representative Rose denied each and every remaining
allegation of count two. Representative Rose denied each and every
allegation contained in count three.

As to count four, Representative Rose admitted s ection (a),
March 26, 1979, Waccamaw Bank $5,000 and $10,000 liabilities. As
to count four, subsection (b), Representative Rose denied the alleg-
tion asserting that the February 29, 1980, First Citizens Bank
$20,000 liability was inadvertently reported as a liability to First
Union Bank. As to subsection (c), June 2, 1980, National Bank of
Washington $10,496 liability, Representative Rose denied this all.
gation. As to subsection (d), August 1, 1980, $20,000 liabilitto
Southern National Bank, Representative Rose admi this
tion. As to subsection (e), February 7, 1981, Wright Patman
gressional Federal Credit Union $13,000 liability, Repremntative
Rose denied this allegation and asserted this information "may



have been erroneously, though inadvertently and unintentionally,"
submitted to the Committee. As to subsection (f), April 15, 1983,
Wachovia Bank $12,500 liability, Representative Rose admitted this
allegation. As to subsection (g), September 7, 1984, and September
11. 1984. Wright Patman Congressional Federal Credit Union li-
abilities, in the amounts of $500 and $10,000, respectively, respond-
ent admitted these allegations.

On December 7, 1987, Committee counsel filed Committee Coun-
sel's Reply Brief to Answer of Respondent to Statement of Alleged
Violations. wherein Committee counsel recommended that the
Committee move to sustain counts one, two, and three. (Appendix
D.) Further. Committee counsel moved to dismiss count four, sub-
section lbi. based on respondent's explanation, and moved to sus-
tain the remaining subsections of count four. Subsequently, the
Committee sustained counts one, two, and three, and dismissed
count four. subsection (b).

On December 15. 1987, counsel for respondent filed an Amended
Answer of Respondent to Count Four fo the Statement of Alleged
Violations, admitting count four, subsection (c). (Appendix E.) On
December 16, 1987, Committee counsel moved to amend the State-
ment of Alleged Violations to correct count four, subsection (e), to
read the National Bank of Washington, February 6, 1981,
$12,702.74. Respondent admitted this allegation. (Appendix F.)

The Committee and the respondent entered into a Post State-
ment of Alleged Violation Procedure agreement, in which.R"pe-
sentative Rose waived his right to phase one of a Rule 16 discpli-
nary hearing, should the Committee vote to go forward with suc a
hearing. (See Appendix H.) The agreement provided that comel
for the respondent and Committee counsel would enter into a stipu-
lation agreement identifying isses of fact both parties agreed on,
which would be submitted to the Committee. The ts
provided that both counsel would present oral umat to the
Committee on the issues in the Statement of Violatims in
lieu of testimony from witnesses at a hearing.ommittee Chair-
man Julian C. Dixon and Ranking Minority Member FlodD.
Spence approved and signed the Post Statement of Alleged
tion Procedure agreement on December 2, 1987. The dent,
Representative Rose, approved and signed the agreement on Do-cember 8, 1987, and counsel for respondent, W C. Oar,

signed the agreement on December 10, 1987. The respondent and
his counsel also signed a Waiver of Phase One of Rule 16 Discipli-
nary Hearing on the corresponding dates. (See Appendix H.)

The Stipulations agreement between counsel was signed on De-
cember 15, 1987. (See Appendix G.)

On December 16, 1987, the Committee heard oral arguments on
the allegations in the Statement of Alleged Violations from Com-
mittee counsel and respondent's counsel. Following deliberations,
the Committee sustained all counts by -WUU L t. On Febru-
ary 18, 1988, the Committee formally no tied Representative Rose
of its decision that all four counts had been pre

By letter dated February 19, 1988, Representative Rose formally
notified the Committee that he waived his right to phase two of the
disciplinary hearing. (Appendix I.) Rule 16(f) of the CommittBe's
Rules of Procedure explains that in phase two Committee counsel



and counsel for the respondent may make a written and/or oral
submission to the Committee on the issue of sanction.

II. CONDUCT OF INVESTIGATION

A. METHODOLOGY

The Committee proceeded with a number of investigative tech-niques during the Preliminary Inquiry phase. Among them werewritten interrogatories: the use of subpoena power to obtain vari-ous financial institution documents; requests for various public doc-uments-Federal Election Campaign Act (FECA) reports, EIGA fil-ings, and North Carolina Corrupt Practices Act filings; depositionsfrom Alton Buck. Charles G. Rose, Jr., and Anthony Rand. The
Committee also contracted for the services of the certified publicaccounting firm of Laventhol & Horwath. The respondent voluntar-
ily testified, under oath. before the Committee.

The depositions in this case were taken in executive session pur-suant to the rules of the House of Representatives and this Com-
mittee. Consequently, they are not included in this report in their
entiretv. Only the excerpts contained in the Committee Counsel'sReply Brief to Answer of Respondent to Statement of Alleged Vio-lations are included herein. The report gives certain factual infor-mation that may be attributable to the deponents. The deposition
of the individual should be viewed as one of the sources of this in-
formation.

The information obtained from all sources was considered inadopting this report.

B. SCOPE

The Resolution adopted June 17, 1987, defined the scope of thisinvestigation. This definition included violations of clause 6 ofHouse Rule XLIII by failing to keep campaign funds seprate from
personal funds, converting campaign funds to peroal use, and ex-pending campaign funds not attributable to bona fide campaign
purposes; violations of the EIGA by failing to report liabilitiesin
excess of $10,000; and EIGA violations by failing to report the for-bearance of interest on loans from his campaign. The Committee
undertook to investigate alleged violations in these arem

The allegation in count two, while not specifically included as apart of the complaint, fell within the parameters of violations ofclause 6 of House Rule XL during the relevant time period andwas discovered during the regular course of investigation in the
Preliminary Inquiry phase. The Committee, therefore, included
this information as a basis for an allegation in its Statement of Al-
leged Violations.

-C FINDINGS OF FACT

The Committee'adopted the December 15, 1987, Stipulations (Ap-pendix G) signed by Committee counsel and counsel for the re-
spondent as its findings of fact.
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III. HIGHLIGHTS

A. COUNT ONE

Count one alleged that on eight occasions Representative Rose
borrowed money from his campaign in violation of House Rule
XLIII, clause 6. This rule provides, in part, that a Member-

.. shall keep his campaign funds separate from his per-
sonal funds. . .. and he shall expend no funds from his
campaign account not attributable to bona fide campaign
purposes.

The borrowings occurred from 1978 to 1985, and ranged in amount
from S895 to S 18.000.

Representative Rose argued as a defense that the withdrawals
from his campaign were not borrowings. Rather, he argued that
they were repayments to him for money loaned to his campaign in
1972. Only S9,500, however, was actually loaned by the congress-
man himself. Mr. Charles G. Rose, Jr., the congressman's father,
contributed $16,400 and also paid a bank note of $20,000. Repre-
sentative Rose explained that he reimbursed his father in 1975
with the proceeds of a $50,000 bank loan, in addition to property
transfers in 1978 and 1980. Thus, Representative Rose argued he
replaced his father as a creditor of the campaign and was entitled
to the withdrawals as repayments.

The Committee concludes that the evidence did not support Rep-
resentative Roses theory. The lack of documentation made at the
time of the alleged loans to the campaign, the carrying of the dis-
bursements as loans to Representative Rose on FECA and Clerk of
the House of Representatives (Clerk) reports from 1978 until 1986,
the characterization as repayments of loan of deposits back to the
campaign on FECA reports, and the failure to establish a valid en-
titlement to funds the campaign may have owed his father, war
significant factors which caused the Commite to hold that the
withdrawals from his campaign were indeed borrowings by Repre-
sentative Rose.

Finally, and perhaps most importantly, the Committee adopts
two key positions: (1) a Member may not borrow money from his
campaign; and (2) a Member's withdrawal of funds from his cam-
paign as repayment to himself of prior unreported campaign ions
will be construed as borrowings, mn violation of House Rule XU
clause 6. It should be stressed, however, that these two positions
did not govern either the Committee's findings or disposition in
this case.

B. COUNT TWO

Count two alleged that Representative Rose used a certificate of
deposit belonging to his campaign as collateral for a personal loan
during the years 1985 and 1986.

House Rule XLIII, clause 6, states that a Member of the House of
Representatives-

... shall convert no campaign funds to personal use in
excess of reimbursement for legitimate and verifiable cam-
paign expenditures. . ..
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Additionally, House Rule XLIII, clause 2, states:
A Member, officer, or employee of the House of Represent-
atives shall adhere to the spirit and the letter of the Rules
of the House of Representatives and to the rules of duly
constituted committees thereof.

The argument and evidence presented established that Representa-
tive Rose did indeed use his campaign's funds for personal benefit
by pledging the certificate of deposit on his own loan.

Representative Rose did not dispute that he signed an assign-
ment of his campaign's certificate of deposit. He argued, however,
that, since he had no legal authority to make this assignment, it
was not valid and, therefore, no House rule was violated. Repre-
sentative Rose testified before the Committee that the purpose of
executing the assignment was to receive a lower interest rate on
the loan in question, and that he had indeed received a lower inter-
est rate.

The Committee rejected Representative Rose's position for sever-
al reasons. First, a strong argument could be made that the assign-
ment was enforceable because it had been validated by a letter sent
to Southern National Bank by the Assistant Campaign Treasurer,
Mr. Alton G. Buck, four days before the transaction was entered
into, which stated that Representative Rose's campaign funds were
his to do with as he pleased. Secondly, the Commte concluded
that Representative Rose violated the spirit of Rule XLIII clause 6,
by attempting to assign the certificate of depst regardless of
whether the asinent would have beenleay enforceable had
the bank attempted to seize the collateral. And, Members are re
quired by House Rule XIII, clause 2, to adhere to the spirit and
the letter of the rules. Finally, the Committee noted that the bank
had accepted the certificate of deposit as collateral, in that no al-
ternative collateral was ever requested and, in fact, the bankr low-
ered Representative Rose's interest rate on the loan because of it
Using the campaign's funds to obtain a lower loan interest rate on
a personal loan constituted personal use in violation of the rule.

For these reasons, the Committee concluded that Reprsnttv
Rose received a personal benefit from the use of the ftunds and,
therefore, violated Rule XIII, clause 6. The attempt toaccompl"
something which may not be legally enforceable is not re-ognized
as a valid defense to violations of House rules. A violation oftihe
spirit of the rule in this case constitutes a violation of the rule.

C. COUNT THREE

Count three alleged that Representative Rose failed to report, in
the liabilities section of his Financial Disclosure Statements, the in-
debtedness incurred to his campaign for the years 1982 through
1986, resulting from the borrowvings alleged in count one. EIGA re-
quires that Members report obligations over $10,000. A finding on
this count is inextricably tied to the findn in count one. Given
that Representative Rose denied borrowing from his cam his~
concomitant argument was that he had no reportable Iia=iIityto
his campaign.

Committee counsel and counsel for the respondent stated in the
Stipulations that the Committee's finding with respect to count one



would result in a like finding as to count three. The Committee
found that the evidence presented supported a finding that count
one had been proved-Representative Rose borrowed money from
his campaign on eight occasions from 1978 to 1985. The concomi-
tant finding then, was that count three also had been proved in
that Representative Rose's Financial Disclosure Statements for the
years in which his indebtedness exceeded $10,000, 1982 through
1986, did not disclose these liabilities to his campaign.

D. COUNT FOUR

Count four alleged that Representative Rose failed to report, as
liabilities on his Financial Disclosure Statements, obligations to
various financial institutions. The respondent admitted most of the
allegations, explaining that the omissions were unintentional. He
promptly filed amendments to his Financial Disclosure Statements.
The amendments were filed at the Member's own initiative with-
out the request of the Committee. The two-pronged test to establish
a presumption of good faith set out in the April 23, 1986, memoran-
dum to Members, officers, and employees of the House of Repre-
sentatives (Appendix N) does not apply to circumstances where the
amendments are filed after a Statement of Alleged Violations has
been issued. Here, the respondent is merely taking appropriate cor-
rective action.

Subsection (b) of count four was dismissed by the Committee. In
his Response to the Statement of Alleged Violations, ReP ta-
tive Rose informed the Committee that an effort was made to dis-
close this loan. Erroneously, the loan was reported as an obligation
to First Union Bank, not First Citizens Bank. The Committee ac-
cepted this-explanation and dismissed this subsection of the count.

IV. RESULTS OF INVETGATION

A. COUNT ONE-REPRESENTATIVE ROSE BORROWED FROM HIS CAMPAIGN

Count one alleged that Representative Rose borrowed from his
campaign on eight occasions from 1978 to 1985, in violation of
House Rule XLIII, clause 6. The rule states:

A Member of the House of Representatives shall keep his
campaign funds separate from his personal funds- He shall
convert no campaign funds to personal use in excess of re-
imbursement for legitimate and verifiable prior campaign
expenditures and he shall expend no funds from his cam-
'paign account not attributable to bona fide campaign pur-
poses.

The Committee began by trying to determine what evidence ex-
isted that would bear on whether the eight campaign d
ments to Representative Rose were actually loans ito he congres-
man as alleged in the complaint, or whether the disbursements
were repayments of prior loans to the campaign attributable to
Representative Rose. The evidence considered includedcampg
reports filed with the Clerk of the House of Representatives(e
in 1972; FECA reports filed with the Clerk from 1978 through 1987;
campaign reports filed with the Secretary of State of North Caroli-
na pursuant to the North Carolina Corrupt Practices Act; cam-



paign ch written to Representative Rose; checks from Repre-
sentative Rose to the campaign; check stubs from the campaign
checkbook; a promissory note executed April 21, 1987; letters be-
tween Mr. Alton G. Buck, Assistant Campaign Treasurer, and the
Office of the Clerk; two loan transactions between Representative
Rose and North Carolina National Bank (NCNB); a loan transac-
tion between Mr. Charles G. Rose, Jr. and First Citizens Bank; and
two property transfers between Representative Rose and his father.
All evidence was considered in light of what it appeared to show on
its face, the surrounding circumstances, and the explanation of
events as put forward by Representative Rose. It is, therefore, nec-
essary to understand the explanation and defense put forward by
Representative Rose.
1. Representative Rose 's Explanation

Representative Rose asserted that the disbursements to him were
not loans but, rather, payments to him of prior loans made to his
campaign. The explanation began in 1972 when, during his first
successful run for Congress, Representative Rose and his father
contributed $45,900 to the campaign. The contributions consisted of
six separate "seed money" loans (hereinafter referred to as seed
money loans) and are reflected in 1972 filings with the Secretary of
State of North Carolina under the North Carolina Corrupt Prac-
tices Act and the federal campaign report filed with the Clerk. In-
formation provided by Representative Rose from those documents
indicated contributions as follows:

D, ot bmn Sown of knO d Tot l CNI

Am 7. 1972 ................ ...... CG.Rose.Jr ........................................... $8.750 58,150
Amr. 20. 1972 ........................ C RoeIII ....................................................... 7,500 16,2
May. 1972 ....................... C.Rose, Jr........ ... . ...................... 5,150 21.400
May 23. 1972 .....................Fit O m ain .............................................. 20,000 41.410
June .1972 ............................ .Ro.e IM W .................................................. 2.000 43,460
June 2. 1972 ................................................... C. R ose,Jr ....................................................... 2.500 45,900

As the chart shows, campaign reports indicated that Representa-
tive Rose contributed $9,500 of his personal funds, although he tes-
tified to the Committee that the original source of this money may
also have been from his father, Mr. Rose, Jr. In addition, the
records show the campaign borrowed $20,000 from First Citizes
Bank (the note was later discharged by Mr. Rose, Jr.), and the re-
maining $16,400 was contributed by Mr. Rose, Jr. (Campaign law at
that time did not limit the amount of contribution a family
member could make.) It was Representative Rose's contention that
these monies were intended, at the time they were made, to be
loans to the campaign.

The next element of the respondent's defense rested on the re-
payment arrangement for the so-called loans. Representative Rose
asserted that, at the time the loans/contributions were made to the
campaign, he and his father entered into an oral agreement where-
in the congressman agreed to personally reimburse his father for
any money he (father) loaned to the campaign. Thus, by virtue of
this oral agreement, the congressman contended he made himelf,



not the campaign, liable to his father. As a result, the campaN'os
liability was to the congressman, not his father, for all the seed
money contributions.

The defense explained that the Congressman's father consolidat-
ed or made a benchmark of the seed money debt owed to him re-
sulting from his campaign contributions, by borrowing $50,000
from First Citizens Bank in November 1973. Although the six seed
money contributions from 1972 totaled only $45,900, the additional
S34,100 represented interest from 1972 to the time of the 1973 con-
solidation loan, at 6 percent. the legal rate of interest at that time.
Thus. under Representative Roses theory, a $30.000 obligation,
stemming from 1972 campaign contributions, accrued to the cam-
paign in favor of Representative Rose.

Representative Rose asserted that he did, in fact, repay his
father the S50.000 and was. therefore, entitled to receive disburse-
ments of this amount from the campaign. The repayment occurred
in January 1975 when he borrowed $50,000 from NCNB. In add-
tion, the Congressman said he transferred property he owned in
the State of Alaska to his father in satisfaction of all debts between
them.

The final part of his defense stated that his payments to the
campaign, which appeared to be repayments of his borrowi.ngs from
the campaign and which were reported as such on FECA filings,
were, in fact. reloans made by him to the campaign. He stated,
under oath, to the Committee that he felt these loans were neces-
sary to keep his campaign balances high. The net effect of these
reloans was that the campaign currently stil owes the respondent
$50,000, and a promissory note evidencing this was executed in
April 1987.
2. Committee Analysis of the Evidence

After considering Representative Rose's explanation, the Com-
mittee then examined it in light of all available evidence.

a. Seed Money Loans
The evidence supports the fact that contributions totaling

$45,900 were put into the campaign in 1972 by Representative Rose
and his father. The campaign filings with the Clerk and with the
Secretary of State of North Carolina clearlyindicate these transac-
tions occurred. (Exhibit 1 of Appendix D.) These documents do not,
however, justify the conclusion that the entire amount was loaned
to the campaign and repayment was expected.

Examining first the North Carolina filings, Representative Rose
correctly asserted that the North Carolina Corrupt Practices Act
filing procedure did not require that a distinction be made between
contributions intended as gifts/donations to the campaign and
those intended as loans. Both categories of receipts were reported
as contributions. The reports indicate Representative Rose contrib-
uted $9,500 and Mr. Rose, Jr. contributed $16,400. The $20,000 loan
from First Citizens Bank was not reported on these forms. Thus,
the face of these documents did not conclusively establish that
$45,900 in seed money contributions were loaned to the campaign.

The next set of reports examined on this issue was the campaign
reports filed in 1972 with the Office of the Clerk. (See Exhibits 3



and 4 of Appendix D.) The Federal Election Campaign Act became
effective April 7, 1972. As of that date, all congressional candidates
were required to file campaign reports with the Clerk, which in.
cluded information on receipts and expenditures up to and includ-
ing April 7. These reports provided a separate schedule for the re-
porting of loans. Thus, unlike the North Carolina filings, there
should have been no ambiguity about which contributions were in-
tended as loans and which were intended as gifts/donations.

The separate loan schedule included in Representative Rose's
iling with the Clerk did not indicate loans of $45,900 to the cam-
paign. Only two loans were disclosed-one on May 23, 1972, for
"'20,000 from First Citizens Bank, and one for $5,150 from Mr. Rose,
Jr. on Mav 5. 1972.

Respondent's counsel offered, in submissions to the Committee,
that the instructions for reporting to the Clerk did not require the
reporting of loans which were not evidenced in writing. Counsel
agued that, since no written loan agreements were executed con-
temporaneously between the campaign and Representative Rose,
nor were any executed between the campaign and the Congress-
man's father, no obligation existed to report any of the these loans
on the separate schedule.

The instructions on the face of the report read:
Every debt incurred, or a contract, agreement, or promise
to make a contribution or expenditure entered into on or
after April 7, 1972, which is in writing and exceeds the
amount of S100 shall be reported in separate schedules on
the reporting forms prescribed by the Clerk.... (Empha-
sis supplied.)

The respondent urged that the emphasized language supported his
position of not having included the entire $45,900 on the separate
schedule. None of the seed money loans to the campaign from the
respondent and his father were in writing. The oral nature of the
loans made them exempt from the reporting requirement under
the respondent's theory.

The Committee did not take a position on the proper interpreta-
tion of instructions. FECA law and the instructions for completing
the reports promulgated by the Clerk's office are not within theiju-
risdiction of this Committee. Instead, the Committee chose to look
at the surrounding circumstances in determining what the face of
the reports, as filed, meant. The Committee noted that, notwith-
standing the arguments put forth by respondent's counsel, the cam-
paign did report at least two of the seed money loans on the sepa-
rate schedule. The fact that these loans also were not evidenced in
writing strongly suggested that the filer was not under the impre-
sion that only loans in writing had to be reported on the loan
schedule. Rather, it suggested these two contributions were the
only ones considered as loans at that time.

Further, respondent's counsel argued that the beginning cash-on-
hand balance of $14,428.12 shown on the 1972 Clerk filing included
the April 7, 1972. seed money loan/contribution of $8,750. However,
all loans made on or after April 7, 1972, were required to be reort-
ed separately, not as part of the start up cash-on-hand b ce.
Representative Rose's North Carolina campaign filing clearly indi-



cates A~ 7. 1972, as the date of the $*)Contribution. Thus, ac-
cordinglethe instructions, the contributions should not have been
reported as part of the cash on hand. The contribution should have
been itemized separately, either as a regular contribution or as a
loan. Again. the evidence, on its face, does not support the conclu-
sion that this contribution was a loan.

Representative Rose did put forth a promissory note in the
amount of .350,000 as evidence of the loan obligation to him. (Exhiib-
it 1 of Appendix C.) The note was executed on behalf of the cam-
paign by Assistant Campaign Treasurer Buck and made payable to
Charles G. Rose. Ill. The respondent alleged that the note repre-
sents the campaign's indebtedness to him resulting from the 1972
Seed money ioans and the agreement with his father. The note re-
cites an interest rate of zero and is due on April 20. 1988. The note
was not executed contemporaneously with the loans made to the
campaign in _1972. The date of the note was April 21. 1987.

A note executed fifteen years after the transactions giving rise to
the indebtedness was not sufficient as conclusive evidence of the
nature of the original transactions. The signatory, Mr. Buck, testi-
fied during his deposition (Exhibit 11 of Appendix D.) that he was
not an officer of the campaign in 1972 when the transactions took
place. and that he had no independent, personal knowledge of
whether or not the contributions were intended to be loans at the
time they were made. Mr. Buck stated he relied on three things in
executing the promissory note in 1987 (as well as amendingthe
FECA reports to reflect repayments to the Congressman and loans
to the campaigni: (1) a conversation with Mr. I.B. Julian, a former
official of the First Citizens Bank; (2) a bank ledger card evidencing
a $50,000 loan from the bank to Mr. Rose, Jr. in November 1973;and (3) North Carolina Corrupt Practices Act filig with the Sec-
retary of State.

The Committee was not satisfied that these factors were conclu-
sive evidence that the contributions were loans. The statement of
Mr. Julian. a former official of First Citizens Bank, said that he re-
called Mr. Rose. Jr. coming to the bank in November 1973 to apply
for a 1350.000 loan. (See Appendix J.) He recalled that Mr. Rose, Jr.
said that the purpose of the loan was for his son's campaign debts.

The bank was not able to produce any loan records which showed
the purpose of the loan. Due to the passage of time, these records
are no longer available. The Committee does not question the best
intentions of Mr. Julian's statement. However, the numerous busi-
ness transactions with the bank that Mr. Rose, Jr. had over the
last two decades required stronger evidence than recollection to es-
tablish that the purpose of this particular loan in November 1973
was related to campaign debts of Charles G. Rose, mH.

The ledger card relied on by Mr. Buck in creating thep romiory
note also was insufficient. (See Exhibit 5 of Appendix D.) A bank
ledger card did reveal that Mr. Rose, Jr. received a $50,000 loan
from First Citizens Bank in November 1973. The ledger card doesnot prove, however, that the loan was related to the campaigndebts of the respondent. As explained, Mr. Rose, Jr. had numerous
transactions with First Citizens Bank.

The final evidence relied on by Assistant Campaign Treasurer
Buck was the North Carolina campaign reports listing contribu-



tions fromte respondent and his father. *explained above, how-
ever, these reports merely raise the possibility that the contribu-
tions may have been loans. The Committee recognizes that the re-
ports leave open the possibility that the contributions were dona-
tions. However, they do not resolve the issue.

Although Assistant Campaign Treasurer Buck felt there was suf-
ficient evidence to support the execution of a $50,000 promiusory
note, fifteen years after the fact, the Committee viewed the avail-
able evidence as too sparse to substantiate using the document to
verify the existence of prior loans. Thus, the promissory note was
not persuasive evidence on the issue of whether the respondent was
responsible for 150.000 in campaign loans in 1972. The Committee
is firmlv convinced that the respondent is not entitled to collect on
the note.

b. The Benchmark or Consolidation Transaction

The respondent explained the purpose of the November 1973
$50.000 loan from First Citizens Bank to his father was to make a
benchmark in one place of the money owed to him as a result of
his seed money contributions. Recall that the $9,500 listed from the
respondent was also said to come from Mr. Rose, Jr., so that the
campaign's indebtedness to him, with interest, was $50,000. The
money was also alleed to have been borrowed to consolidate and
retire the campaign s debt from 1972. Examination of campaign
records, including FECA reports and bank records revealed that, in
fact, no true consolidation occurred. The $50,000 was not dposited
into the campaign account and paid out to creditors, nor was it
used to retire the $20,000 note at First Citizens Bank.' The con-
gressman testified that his father simply kept the money as rep,-
ment. Mr. Rose, Jr. testified in deposition (Exhibit 7 of AppNdix
D.) that he recalled giving the money to the campaign. Ie confu-
ing and contradictory testimony on this point did not aid in rwlv-
ing the issue of whether the seed money was intended as loom
The Committee concluded that the evidence e lished that Mr.
Rose, Jr. did receive a $50,000 loan in November 1973. But, the pur-
pose of the loan and ultimate use of the money was unclear.

c. Payment to Charles G. Rose, Jr.

In response to questions, Representative Rose explained that he
repaid his father the $50,000 seed money obligation. The Commit-
tee was interested in this as a key to the respondent's theory of en-
titlement to campaign funds.

The respondent argued that he repaid his father the $50,000 with
the proceeds of a loan from NCNB in January 1975. As evidence of
the transaction, respondent produced a copy of the nonnegotiable
portion of a NCNB bank draft made payable to him. (See Exhibit 9
of Appendix D.) The Committee was unable to obtain any other evi-
dence of the transaction. Bank records for this time riod e no
longer available. Neither the respondent nor his ather recaUs
whether the payment was made by endorsing the bank draft over
to the elder Rose, by depositing it into the respondent's account

Although the $20.000 note was eventually retired by Charles G. Rome, Jr., that did not owur
until May 17. 1976.



0 ~130O

and writing a check, or otherwise. As in the case of the November
197 3 loan to Mr. Rose, Jr.. the Committee again concluded that the
evidence supported the fact that a loan of $50,000 was made. How-
ever, it is unclear what the purpose of the loan was and whether it
related to any campaign transactions.

The Committee asked the certified public accounting firm of La-
venthol & Horwath to use all available bank records, and other
documentation submitted by the respondent, to determine how the
proceeds of the S50,000 may have been used. The firm's final report
traces the transactions of the respondent through several years,
Lind concludes that there is strong evidence to support that the
January 197 5 S50,000 loan from NCNB was used to satisfy a De-

cemoer 1974 obligation of S50.000 to People's Bank. The transac-
tions leading up to this were illustrated in a flow chart included in
.he i-rms report. A complete analysis required the firm of La-
%-enthol & Horwath to examine numerous personal transactions of
the respondent not directly related to the issues before this Com-
mittee in preparing its report. For this reason, only excerpts from
the final report are included. The report stated:

It is our position, based on the documentation made
available to us, and after reviewing all relevant aspects of
these transactions, that Rep. Rose then obtained the sub-
ject $50,000 loan from NCNB in January 1975 to satisfy
the People's loan. . .. We are unable to reconcile this
[Representative Rose's] assertion with contemporaneous
documentation, facts and circumstances surroundn these
events.--

Absent further documentation from the respondent, the Commte
finds the position of Laventhol & Horwath persuasive..

However, in addition to this payment, Representative Rose ex-
plained that he transferred two parcels of Alaska land to his father
in Mkay 1978 and April 1980 in satisfaction of the debt. The land
was purchased with the proceeds of a $100,000 loan from NCNB by
Charles Rose, III and guaranteed by Mr. Rose, Jr. in December
1975. Fifty thousand dollars of that loan were used to retire the
$50,000 January 1975 NCNB note. The remann fifty thousand
dollars were used to purchase the Alaska property.

After unsuccessfully attempting to sell the Alaska property, Rep-
resentative Rose conveyed it to his father. The evidence obtained
by the Committee indicated that the respondent had invested ap-
proximately $91,535 of his personal funds into the land at the time
of the first conveyance. The congressman's father took over the
notes on the property at some time after the conveyance. Later,
Mr. Rose, Jr. sold the property at a substantial profit. Both father
and son acknowledged that the property transfer satisfied a debts
between them, including debts not related to the campaign. Howev-
er, neither could put a dollar figure on how much the respondent
owed.

Thus, the Committee concluded that it is impossible to determine
if the property transfer was adequate to repay all previous debts
between father and son, as well as the $50,000 campaign obligation.
Further, the Committee's position that the evidence failed to sub-
stantiate that $45,900 was actually loaned to the campaign in 1972,



0 A"anecessarily means that any repayment bylEhe respondent to his
father would not legitimize the withdrawals the congressman made
from his campaign.

d. Use of Campaign Funds for Personal Purposes

The respondent began withdrawing funds from his campaign in
November 1978 and continued with seven other withdrawals
through 1985. House Rule XLIII clause 6, requires that all cam-
paign expenditures must be for bona ide campaign purposes. Rep-
resentative Rose has not asserted that he used the money for cam-
paign purposes because he relies on the fact that he was entitled to
the funds as repayments of prior loans. Consequently, however, if
he were not entitled to the withdrawals, then the money would
have to have been used for campaign purposes in order to avoid a
violation.

The Committees investigation revealed that at least two of the
withdrawals were used for personal purposes. In one instance, the
respondent used funds borrowed from his campaign to purchase
property in New Hanover County, North Carolina, and, in another
instance, an automobile was purchased. On September 15, 1983,
Representative Roses joint account with his wife was credited with
$18,000 according to a Statement of Account from Wright Patman
Congressional Federal Credit Union for that time period. Records
from Southern National Bank in Fayetteville indicate that on Sep-
tember 20, 1983, the respondent's campaign account was debited
for £18,000. On September 23, 1983, a check for $15,000 cleared the
respondent's account completing the transaction. (Exhibit 18 of Ap-
pendix D.)

A copy of the check indicated that it was written on July 27,
1983, to Gleason Allen, the trustee of the property, as a dwnpmy-
ment. The back of the check revealed that it apparently was eid
until September 21 when it was deposited into the realty compa-
ny's account. Thus, the sequence of events was as follows: Rpe
sentative Rose wrote a check for the property i July. In md~p
tember, the campaign loaned the Congressman $18,000. He deposit-
ed the money into his Credit Union account. The check which had
been held since July was deposited into the realty company's ac-
count. The Committee is satisfied the money from the capaign
was used to purchase the property.

Similarly, the Committee has traced the source of the funds for
the purchase of an automobile to the respondent's campns ac-
count. The campaign check to Representative Rose for PA is
dated August 19, 1985. (Exhibit 19 of Appendix D.) The notation on
the bottom left corner of the check says "loan". The check is en-
dorsed by the Congressman's wife and deposited into the Credit
Union account. On August 21, 1985, the Congresman wrote a
check on the Credit Union account for $9,600 to Michael Gavlak for
a 1984 Jeep Station Wagon. (Exhibit 20 of Appendix D.)

These two transactions evidence personal use of campaign funds
in violation of the rule.

e. Deposits into the Campaign

Six deposits went from Representative Rose into the capaign
account. Four of these deposits corresponded exactly to amounts
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withdrawn from the -campaign within a relatively short period of
time. The final deposit of $11,895 made in September 1987 was thetotal of the three withdrawals made in 1978, 1982, and 1983, which
had not been matched with identical deposits within a short period
of time.

FECA reports filed from 1978 to 1985 characterized these depos-its from the Congressman as repayments of loan. (Exhibit 2 of Ap-
pendix DA) The respondent explained that FECA reports filed from1978 to 1985 were in error. On January 6, 1987, all of these FECA
statements were amended, so that they currently reflect that the
disbursements to the respondent from the campaign from 1978 to1986 were repayments to him of loans and the deposits from the
Congressman to the campaign were reloans to the campaign.

f FECA Amendments' The Committee holds that the FECA amendments filed in 1987
are not supported by the evidence. Alton Buck prepared and signed
the original filings which characterized transactions between thecampaign and the respondent as loans and repayments of loans.
The communications from his office suggest he believed this was1the correct characterization at the time he prepared the reports. In
an affidavit submitted to the Committee, however, he stated he was
unaware of how to obtain advice from the Federal Election Com-
mission in preparing the reports and, therefore, mistakenly charac-
terized the transactions. Later, in 1986, when confronted with what
he believed correct information, he amede his reports.

One communication between Mr. Buck and the Clerk of the
House dated May 18, 1982, read:

In response to your letter of May 13, 1982 to Mr. Rand
concerning the April 15 report of receipts anddibre
ments, and more particularly, items that should be includ-
ed on Line 13a of the report, your letteriniae that you
are under the impression that the committee has broe
money during thisreotn period. This is not thecae
The line-by-line isrctions for FEC Form 3 direct that
loans made to the commtteduringthereotn period
are to be reported on this line. There were no loans made
to the committee during this period.

7Te candidate did receive a loan from the committee
during this period and this has been reported in the dis-
bursement section, i.e., Line 17 "Operating Expenditures".
We were instructed by FEC personnel to report this loan
expenditure on Line 17. (Exhibit 12 of Appendix D), empha-
sis supplied.)

A second letter, in June of 1984, also confirmed that the dis-
bursements were loans to the Congressman:

Although all of the information relevant to Mr. Rose 1i loan
was disclosed in our Pre-primary report, we failed to list
the information again on supporting Schedule C. Page 2 of
2, Schedule C has been amended and is enclas ed foyur
records. (Exhibit 13 of Appendix D; emphasis sple.



Finally, a letter signed by an employee of Alton Buck on Janu-
ary 21, 1986, read:

Enclosed are amended pages to the July 31, 1985 Mid-
Year Report. After a telephone conversation today with
Mr. Stuart Herscheld, Reports Analyst, we were informed
that loans repaid by the Congressman should be reported
on Line 14-"Offset to Operating Expenditures" rather
than Line 15-"Other Receipts".

We have included all amended pages to the report appli-
cable to this amendment for your records. tExhibit 14 of
Appendix D: emphasis supplied.)

The Committee took into consideration the FECA reports as
originally filed, the FECA reports as amended, the close proximity
in time of the withdrawals and deposits, checks written to the cam-
paign, letters from the office of Alton Buck to the Clerk of the
House. and all evidence relating to the seed money contributions.
These factors cause the Committee to conclude that the transac-
tions between Representative Rose and his campaign were loans
from and repayments to the campaign, notwithstanding the amend-
ments.

The Committee takes note of the fact that the respondent repaid
in full all monies borrowed from his campaign. There is no out-
standing indebtedness to the campaign at this time. Nevertheless,
the Committee iterates its position that Representative Rose is not
entitled to repayment of $50,000 from his campaign.

B. COUNT TWO-REPRESENTATIVE ROSE USED A CAMPAIGN CERTIFICATE
OF DEPOSIT AS COLLATERAL ON A PERSONAL LOAN

Count two alleged that on or about March 26, 1985, Representa-
tive Rose violated House Rule XLIII, clause 6, in that he converted
campaign funds to personal use. The Statement of Alleged Viola-
tions charged that Representative Rose used a campaign certificate
of deposit as collateral on a personal loan. Specifically, the evi-
dence showed that Representative Rose had an existing loan of
$56,277.77 at Southern National Bank (SNB) in Fayetteville, North
Carolina. The respondent's campaign committee also did its bank-
ing at this financial institution. The campaign had a $75,000 certifi-
cate of deposit with the bank which was used to secure the
$56,277.77 loan. The purpose of the collateral was to obtain a lower
rate of interest.

1. The Nature of the Loan-Personal or Campaign
The first issue .as whether the loan was actually a personal one

for Representative Rose or whether the loan actually was a cam-
paign loan. Obviously, if the loan were for campaign purposs,
there was no impropriety in pledging the campaign's certificate of
deposit as collateral. A violation could only lie if the loan were per-
sonal.

During the investigation, respondent's counsel raised the point
that the loan may have been a campaign loan. A March 26, 1985,
credit memo in the bank's loan file for the respondent, lists the cer-
tificate as collateral, and states that the purpose of the loan was to"regroup campaign expenses and secure." (See Exhibit 21 of Ap-
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pendix D.) A review of all available bank records and FECA reports
led to the conclusion that, indeed, the loan was personal.

The Committee asked the private accounting firm of Laventhol &
Horwath to assist in this aspect of the investigation. In its final
report to the Committee, the conclusion of the firm, after tracing
the financial transactions giving rise to the $56,277.77 loan, was
that the loan to Representative Rose was "obtained to satisfy
precedent personal liabilities of Representative Rose and resulted
in a commingling of personal and campaign obligations." Recall
that the collateral was pledged on an existing loan of $56,277.77
from SNB. This loan represented a consolidation and/or refinanc-
ing of two prior outstanding personal loans-a June 1982 loan for
S 40,000 and a December 1983 loan for $16,000. The report of La-
venthol & Horwath concluded:

Based on a loan analysis provided by Representative Rose
and confirmed to the fullest extent possible through the
documentation made available to us, we constructed the
loan flow analysis . detailing the relationship of...
precedent loans to the March 1985 borrowing. In view of
this summary, it is clear from the relevant loan documen-
tation that at least [some] of the. . precedent loans were
for personal use. Assuming that if a given loan was for
personal use, any subsequent loan used to satisfy that debt
would carry that personal use "taint", it is clear that each
path to the aforementioned $40,000 loan from SNB in June
1982 passed through a personal use juncture.

The report to the Committee included a loan flow analysis illus-
trating this point.

Under House Rule XLIIH, clause 6, commingling of pmsnal and
campaign money is also prohibited. Although some of the money
may have been borrowed to repay the campaign for prior with-
drawals, this did not constitute a true campaign obligation. Since
the original borrowing from the campaign was for peronal pur-
pose, notwithstanding the source, the repayment loan was also a
personal obligation. In addition, the campaign's FECA reports did
not reflect a $56,277.77 liability to the bank. This should haw been
the case if the loan was a campaign obligation.

The Committee accepts the finding of Laventhol & Horwath that
the loan was a personal loan to the respondent and not a campaign
loan, in that it resulted from commingling of funds.

2. Evidence of a Violation of House Rule XLIII, Clause 6
After determining that the loan in question was a personal loan,

the Committee turned to the issue of whether a violation of House
Rule XLIII, clause 6, occurred by converting campaign funds to
personal use.

The evidence presented included a document entitled "Asign-
ment of Southern National Bank Savings Accounts/Savings Instru-
ments" signed by the respondent. The assignment read:

The undersigned warrant(s) and represent(s) that the
above described savings account(s) instrument(s) is (are)
owned solely by undersigned and is (are) free and clear of



all lie and encumbrances and the ugersigned has (have)
full power, right and authority to execute and deliver this
assignment. (See Exhibit 21 of Appendix D; emphasis sup-
plied.)

The document, dated March 25, 1985, recites the identification
number of the collateral instrument used to secure a $56,277.77
loan to Representative Rose, and the amount of the security is
listed as $75,000.

The March 26, 1985. credit memo notes the respondent's existing
."56.277.77 loan is secured by a $75,000 "SNB certificate." The iden-
tification number shown on the face of the certificate matches the
number listed on the assignment instrument. The name listed on
the certificate is "Committee for Congressman Charlie Rose."

Respondent acknowledged that he signed what purported to be
an assignment for use of a certificate of deposit as collateral on a
loan. He also acknowledged that the certificate of deposit was prop-
erty of the campaign. His defense centered around the legal argu-
ment that, although he had endorsed the assignment for use of the
campaign's certificate of deposit as collateral, the assignment was
legally ineffective because he did not have the authority to sign on
behalf of the campaign. The bank's signature card for the cam-
paign's certificate listed Alton G. Buck as the authorized signatory
for the account. Consequently, respondent argued the assignment
was invalid and no actual converting to personal use in violation of
House rules could have occurred.

Southern National Bank submitted to the Committee a letter
dated October 29, 1987, which included an opinion from the bank's
counsel. (Exhibit N of Appendix C.) Counsel's opinion, after reiew-
ing the signature card and the asignment, was that the amign-
ment endorsed by Representative Rose was invalid.2

Regarding the assertion that the aiment was invalid, the
Committee notes that a letter was sent from Asisant Campaign
Treasurer and Campaign Accountant Buck to Southern Natiomal
Bank on March 22, 1985, 4 days prior to the date of the ammgn
ment. (See Exhibit 21 of Appendix D.) The letter appeared to have
been written in response to a previous bank inquiry regarding pro-
priety of the respondent's use of the campaign's certificate of de-
posit. Mr. Buck responded:

In regard to the use of the Committee for Congressman
Charlie Rose's Certificate of Deposit with Southern Nation-
al Bank as collateral for his loan, this would be permim.-
ble [sic]. Since Congressman Rose was elected to Congress
prior to 1980, he may use any campaign funds he has
raised in any manner in which he sees fit. He, of course,
would have to pay income tax if he makes personal use of
the funds other than to carry out the objectives of the elec-
tion committee.

I hope this answers your question-if not, please do not
hesitate to call.

2 A second letter from the bank's counsel to the Committee dated Dsceber 12, 1987, atm
that a March 22 1985. Buck letter was also considered in their legal oio



The lar indicated that the individu~who did have authority
to sign for use of the certificate of deposit, was aware of the re-
spondent's intended use of the campaign's savings instrument and
had no objection to it.

In the Committee's view, by endorsing the assignment, the re-
spondent showed an intent to obtain personal benefit from the use
of the campaign's certificate. In addition, the respondent stated
under oath that he did, in fact, receive a lower interest rate on the
loan as a result of pledging the certificate of deposit. (See Appendix
L. at p. .27; see, also, Appendix MX at p. 102.) Thus, not only did the
respondent have an intent to obtain a personal benefit, he actually
,received such a benefit from the use of the campaign's money.

In response to the argument that the assignment was invalid.
the Committee notes that this fact would be irrelevant, unless the
loan was in default and the bank decided to seize the collateral in
szatisfaction of the loan. The bank's attempt to seize the collateral
would fail in a court of law should the campaign contest the action.
This does not change the fact that the certificate was encumbered
while the loan was outstanding.

House Rule XLIII, clause 2, states:
A Member. officer, or employee of the House of Represent-
atives shall adhere to the spirit and the letter of the Rules
of the House of Representatives and to the rules of duly
constituted committees thereof.

In its Advisory Opinion No. 4 dated April 6, 1977, the Select Com-
mittee on Ethics of the 95th Congress cited this provision to show
that a narrow technical reading of a House rule should not over-
come its "spirit" and the intent of the House in adopting the par-
ticular rule. Although the original purpose of the rule, asdecid
in the report of the Select Commite on Standards of Official Con-
duct for the 90th Congress, was to deal with questions of decorum
and legislative practice, this application has been expne to in-
clude other provisions of the Code of Official Conduct (House Rule
XLIII) and House rules. Thus, as evidenced by his endorsement of
the assignment, the mere attempt by Representative Rose to use
the certificate as collateral was improper and tantamount to a vio-
lation, even though he may have failed to meet the legal require-
ments to accomplish this task.

Finally, the bank accepted the assignment as valid at the time
the transaction occurred. No additional or alternative collateral
was ever requested by the bank. The bank's counsel did not render
an opinion rejecting the validity of the asignment until recently
reviewing the records, probably as a result of the Committee's in-
vestigation. The campaign funds, therefore, remained encumbered
during a portion of the time that the loan was pending. The cam-
paign could not have used those funds during that time.

The Committee believes the evidence, viewed in its totality, best
supports a finding that a violation of House Rule XLTI. clause 6,
did occur. The assignment document endorsed by the respondent
clearly purports to pledge a $75,000 certificate of depoit on what
has been established as a personal loan. The certifcate was the
property of the campaign. The bank accepted the collateral, and
the respondent received a personal benefit from the use of the
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funds. The Committee finds these factors satisfy the elements of a

violation. While it may not have been the respondent's intention to

violate the rules of the House, it was his intention to use the cam-

paign's funds to secure a lower interest rate for himself. The Com-

mittee charges every Member of the House with knowledge of
House rules.

C. COUNT THREE- REPRESENTATIVE ROSE FAILED TO DISCLOSE ON HIS

FINANCIAL DISCLOSURE STATEMENTS LIABILITIES TO HIS CAMPAIGN

Count three alleged that Representative Rose failed to report in

the liabilities section of his Financial Disclosure Statements, the in-

debtedness incurred to his campaign resulting from the borrowings
alleged in count one.

Members of the House of Representatives are required, under

the Ethics in Government Act of 1978, to disclose liabilities over

$10.000. (Public Law 95-521, as amended, at section 102(aX4).)

These provisions have been adopted by the House in the form of

House Rule XLIV, clause 2. The indebtedness referred to in this

count was the obligation incurred by the respondent to his cam-

paign resulting from his borrowings as alleged in count one. The

Committee found count one has been proved.
An analysis of the borrowings and repayments in count one re-

veals that for calendar years 1982, 1983, 1984, 1985, and 1986, re-
spondent owed his campaign in excess of $10,000.

Dati 
to b Do To io

ttbv O.nmam mman im

Nw .17, 1978 .................................................................................................... .$4,000 0 $4. 0

Feb. 25. 1982 .......................................................... ........................................ 7,090 0 H A N

J 21. 1983 ..................................................................................................... 
8 0 1 1A

S L 12, 198 .............................................................. .... ................................. 1 0.m

Dot 15,194 ...................................................................................... 
.................. 1 8.000 11. 5

Ap .1. 194 ................................................................................................................ 10.00 ....... ....... .... t i& s

A p .1 1984 ....................................................................................................... 
..... ,00

SeP 35. 1984 .................................................................................................... . . . .. 1-9 5

t .28, 198 ................................................. ......................................................... ................... 01.0 5

Au. 19, 1985 ................................................... ............................... ........ ... . ............. 21 .95

Dec. 31. 1985 ........................................................ ....................................................................9 11. 0 5

Sept 26. 1986 ............................................................ ........................................................ ......... 895 0

'IT Twces wmle a MO to tte caq;I kf $10.100 d WMA SW00 ms - -i10

A look at the Financial Disclosure Statements for the relevant

years show that these obligations were not reported. (See Ap

K.) Neither the statute nor the House rule exempt from dicsu

indebtedness to the campaign of the filer. In the Stipulation
signed by respondent's counsel and the Committee's counsel, it was

agreed that a finding against the respondent on count one would

result in a finding against the respondent on this count as wEl.

In adopting the Stipulations as agreed to by both counsel, the

Committee accepted the view that the sufficiency of the evidence to

support a finding against the respondent on count one, coupled

with the omission of the liability information on the respondent's

Financial Disclosure Statements, support a finding against the re-
spondent on count three.
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D. COUNT FOUR-REPRESENTATIVE ROSE FAILED TO DISCLOSE ON HIS FI-

NANCIAL DISCLOSURE STATEMENTS LIABILITIES TO FINANCIAL INSTI-
TUTIONS

Count four alleged that Representative Rose failed to report, as
liabilities on his Financial Disclosure Statements, obligations to
various financial institutions. The count included subsections (a)
through (g). Representative Rose responded to each count as fol-
lows:

I. Subsection (a/
Waccamaw Bank-March 26, 1979-15,000, $10,000.
Admitted.
Respondent stated that these were two distinct loans owed to two

separate branches of Waccamaw Bank in two separate cities in
North Carolina. His staff was unaware these should have been re-
ported. The omission was inadvertent and unintentional.

Action Taken: Financial Disclosure Statements appropriately
amended. (See Exhibit 22 of Appendix D.)

2. Subsection (b)
First Citizens Bank-February 29, 1980--$20,000.
Denied.
Respondent stated that this loan was disclosed on the 1980 Fi-

nancial Disclosure Statements, but was erroneously and inadvert-
ently typed as a liability to First Union Bank.

Action Taken: The Committee accepted this explanation and dis-
missed this subsection of the count.

3. Subsection (c)
National Bank of Washington-June 2, 1980-$10,496.
Admitted.
The respondent explained that this was a 6-month salary ad-

vance from the Office of the Sergeant at Arms of the House of Rep-
resentatives to which he believed no reporting requirement at-
tached.

Action Taken: On December 15, 1987, Representative Rose filed
with this Committee his Amended Answer of Respondent to Count
Four of the Statement of Alleged Violations, wherein he amit
obtaining a 6-month salary advance from the Office of the Sergeant
at Arms which was not contained in his Financial Disclosure State-
ments. (Appendix E.) The amended answer states that the omission
was inadvertent and unintentional, in that he, nor his staff, was
aware that such a salary advance was subject to disclosure.
4. Subsection (d)

Southern National Bank-August 1, 1980-$20,000.
Admitted.
Action Taken: Financial Disclosure Statements appropriately

amended. (See Exhibit 22 of Appendix D.)
5. Subsection (e)

Wright Patman Congressional Federal Credit Union-February
7, 1981-$13,000.



Denied.022 4

Respondent stated that, even though his counsel may have pro-
vided this information to Committee staff in a previous submimon,
his records show no evidence of this liability. Committee counsel, in
its Reply brief to the Answer of Respondent to Statement of Al-
leged Violations, stated it had no other evidence of this obligation
beyond the earlier submission of respondent's counsel. (See Exhibit
25 of Appendix D.)

Action Taken: Subsequently, on December 16, 1987, the Commit-
tee filed an Amendment to Statement of Alleged Violations as to
count four, subsection (e), to reflect Washington National Bank-
February 6, 1981-112.702.74. tAppendix F.) The respondent admit-
ted this allegation.

6. Subsection tf ,

Wachovia Bank-April 15, 1983-$12,500.
Admitted.
Respondent states any omission was inadvertent and uninten-

tional.
Action Taken: Financial Disclosure Statements appropriately

amended. (See Exhibit 22 of Appendix D.)

,.Subsection (gi

Wright Patman Congressional Federal Credit Union--September
7, 1984-$500; September 11, 1984-$10,000.

Admitted.
Action Taken: Financial Disclosure Statements appropriately

amended. (See Exhibit 22 of Appendix D.)
With respect to count four, the Committee accepted the adm

sions of the respondent as to subsections (a), (c), (d), (e), asn
and subsection t, and dismissed subsection (b). The Com e also
took note of the respondent's self-initiated action to optly

amend his Financial Disclosure Statements. The Committee reocW
nizes, however, that the amendments were not timely as
in its Memorandum of April 23, 1986, to all Members, officrs, and
employees of the House, and reprinted as Appendix F to the In-
structions for Completing Financial Disclosure Statement. (Appen-
dix N.) Thus, the respondent does not escape a finding of a viola-
tion. The Committee does not believe the amendments were an at-
tempt to "paper over" a violation, since the amendments were sub-
mitted in direct response to a Statement of Alleged Violations.

Rather, the Committee views the respondent's filings, together
with his Answer to the Statement of Alleged Violations, as admis-
sions and appropriate corrective action. The two-pronged test to es-
tablish a presumption of good faith, as set out in the April 23, 1986,
memorandum, applies to amendments filed prior to the issuanc of
a Statement of Alleged Violations. Such amendments are an at-
tempt to avoid a charge related to disclosure. The action taken in
this case, following an admission to a Statement of Alleged Viola-
tions, is viewed as a positive gesture toward correcting his Finan-
cial Disclosure Statements.
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V. LEGAL ANALYSIS

A. HOUSE RULE XLIII, CLAUSE 6, AND COUNT ONE

. A Member of the House of Representatives May Not Borrow From
His Campaign

The allegations in count one stem from the respondent's with-
drawals from his campaign from 1978 through 1985. The Commit-
tee found that these withdrawals constituted borrowings and there-
by violated House Rule XLIII. clause 6. The Committee has dealtwith the issue of Representatives borrowing from their camp"
committees most recently in two reports-Investigation of Fnan-
cial Transactions of Representative James Weaver with his Cam-
paign Organization. House Report 99-933 (Weaver report) and In
the Matter of Representative Richard H. Staliings, House Report
100-:382 (Stallings report). The rule states:

A Member of the House of Representatives shall keep his
campaign funds separate from his personal funds. He shall
convert no campaign funds to personal use in excess of re-
imbursement for legitimate and verifiable prior campaign
expenditures and he shall expend no funds from his cam-
paign account not attributable to bona fide campaign pur-
poses.

Borrowing from the campaign violates the rule's prohibition
against expending campaign funds not attributable to bona fide
campaign purposes. In the Weaver report, the Committee stated:

When a candidate borrows money from his own campaign,
a presumption is raised that a candidate is receiving a per-
sonal benefit-i.e., the use of the money. This presumption
can be overcome by demonstrating that, notwithstanding
the appearance of personal benefit, the purpose for which
the funds are borrowed is a bona fide campaign purpos-
i.e., a political objective.

Representative Rose made no assertion that the withdrawals were
for bona fide campaign purposes. Rather, his defense was that thewithdrawals were not borrowings at all, but repayments to him of
prior loans to the campaign. The Committee rejected this explan-
tion, due to a lack of sufficient evidence to sub tiate that the
1972 seed money contributions were indeed loans.

The Committee, in the Weaver report and, again, in the Stallins
report, stated that "a bona fide campaign purpose is notelished merely because the use of campaign money might result in a
campaign benefit as incident to benefits personally realized by the
recipient of such funds...." The Commitee feels that there is no
circumstance in which a Member could borrow from his campaign
and satisfy the requirement that the use of the funds would exclu-
sively and solely benefit the campaign. Therefore, the Committee
takes the firm position that a Member may not borrow funds fromhis campaign. The act of borrowing shall be construed as a viola-
tion of the provision of House Rule XLIII, clause 6, which requires
that all campaign expenditures must be for a bona fide campaign
expense.



A. Al Itm~ of the House of Represent tives May Not Collect for
Prior Unreported Loans to His Campaign

Representative Rose's defense rested on the proposition that he
was entitled to collect from his campaign committee repayment for
loans made to it in 1972. These seed money contributions were not
carried forward as obligations on FECA filings. No liability to the
congressman was shown.

The Committee takes the firm position that there is a presump-
tion that a Member has borrowed from his campaign in violation of
House Rule XLIII. clause 6. when funds are withdrawn under the
,uise of repayment of prior unreported loans to the campaign. In
the case of Representative Rose. the Committee found that the al-
leged Seed money loans in 1972 had not been carried forward as
campaign obligations on FECA reports. This raised a presumption
r:hat the withdrawals were borrowings in violation of House Rule
XLIII. clause 63 The fact that no loan agreements were contempo-
raneously executed further reinforced the established presumption.

The Committee does accept the premise that a Member may le-
zitimatelv loan money to his campaign, and does not want to dis-
courage such activity. The appropriate course of action, however,
must be complied with if the Member intends to be repaid. The ob4
ligation should be properly reported on FECA reports and should
continue to be carried forward as long as the obligation exists.
Such action would avoid the presumption against receiving repay-
ment. The Member should also execute a written loan document
which recites all essential terms of the loan.

The intent of the Committee, in construing the withdrawals as
borrowings in violation of the rule, is to prohibit Members from.4.
resurrecting a prior unreported loan to his campaign. The Commit-
tee feels strongly that the integrity of the institution is weakened
when questions arise due to the withdrawal of funds from cam-
pagn accounts when no tangible evidence of the underlying obliga-
tion supports such a withdrawal.

B. HOUSE RULE XIII, CLAUSE 6, AND COUNT TWO

Representative Rose endorsed an asignment document which
purported to use a $75,000 certificate of deposit belonging to the
campaign as collateral on a personal loan. The relevant portion of
the rule reads:

He shall convert no campaign funds to personal use in
excess of reimbursement for legitimate and verifiable prior
campaign expenditures....

Pledging the certificate in this manner constituted converting to
personal use in violation of the rule.

The Committee finds that Representative Rose attempted to
commit an act which, if completed, would have been a clear viola-
tion of a rule of this body. Putting his signature on a d ocument
which was intended to assign campaign funds as collateral on a

Ifpersonal note constituted an attempt to violate the rule. The cor-
nerstone of the defense was the document's invalidity, which re-
sulted from the respondent's lack of authority to sign it.
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The dfense failed, however, when viewed in the context ofHouse Rule XLIII, clause 2, which compels Members to adhere tothe spirit of the rules. To hold otherwise would pemfit a Memberto circumvent the rule through fraud. This Committee has long

said Rule XLIII, clause 2, stands for the propostion that a Membermay not do indirectly what he cannot do directly. In this instance,the attempt to use campaign funds must be recgnize as a viola-tion of the spirit of the rules, much the same way as an attempt inthe criminal code has been recognized as a criminal code violation,
e.g., burglary and attempted burglary.

The Committee finds the argument even more powerful here, in!hat the act accomplished its desired purpose through the bank'sacceptance of the document and actual lowering of the respond-ent s interest rate. The Committee holds that such a violation ofthe spirit of the rule in this instance is also a violation of the rule
itself.

VI. CONCLUSION

The Committee concludes that-
,A) Representative Rose borrowed from his campaign on eightseparate occasions from 1978 to 1985 in violation of House Rule

XLIII, clause 6, as follows:
(1) $4,000 on November 17, 1978
(2) $7,000 on February 25, 1982
(3) $895 on July 21, 1983
(4) $18,000 on September 12, 1983
(5) $10,000 on April 1, 1984
(6) $5,000 on September 5, 1984
(7) $9,500 on January 31, 1985
(8) $9,600 on August 19, 1985

i B) Representative Rose pledged a $75,000 certificat of deposit
belonging to his camp on a peMal oan at Southern NationalBank in Fayetteville, North Carolina, on March 26, 1985, in viola-tion of House Rule XLmI, clause 6.

(C) Representative Rose failed to list as liabilities to his cam-paign the oin referred to i subparagrph (A) above on hisFina lDisclosureStatements for 1982,1983, 1984, 1985, and1986, in violation of the Ethics in Government Act of 1978 and
House Rule XLIV, clause 2.

iD) Representative Rose failed to list liabilities to certain finan-
cial institutions on his Financial Disclosure Statements, in viola-tion of the Ethics in Government Act of 1978, as follows:

I) W C m Sa .................................................................................... t 26. 19 ........ ... 5000.002) N Sam k aW sf w h un.....................................................................- 19A m. 10, 00
3) Soughuu PNb mni ..................nk.................. ... A 1.190 - .. 20,000.004 ) uN B A W ON................................................................... . iFeb . 196 1 .. ........... 2.M .74(5) W a WI 8aA ........................................................................................... r. 15 1963........................ 12.500.006) Wnim Paum Un ........................................ Sp .......... 500.00

Sept 11.194 .............. 10,000.00
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VII. RuWOMMENDATVON

The Committee recommends that Representative Charles G.

Rose, III, be issued a formal and public letter of reproval from this

Committee. (Appendix 0.) While we recognize that violations have

occurred, the Committee believes that there are mitigating circum-

stances which prevent these violations from rising to the level of a

recommendation of sanction to the full House of Representatives.
The letter serves as a public rebuke for the violations, while con-

doning the positive action taken by Representative Rose which

served as mitigation. The Committee adopts and incorporates the

letter as part of this report.
This report was adopted on March 23, 1988, by a vote of 9 yeas, 3

nays.

STATEMENT UNDER RULE XI. CLAUSE 2(I)(3XA), OF THE RuLm OF THE

HOUSE OF REPRESENTATIVES

The Committee's oversight findings and recommendation are as

stated above.
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040 a "m Lm c

June 17, 1987

RESOLVTION

WNURAS, a complaint has been properly tiled with the
Committee on Standards of Official Conduct alleging that
Representative Charles Rose violated (1) clause 6 of Rule XLIZI
of the Souse of Representatives by falling to keep csailn funds
separate from personal funds, converting campaign fund to
personal use, and ezpending campaigs funds not attributable to
bona fide campaign purposes in eight transactions in 1973, 1962,
1983# 1934 and 19S51 (2) the requiremests of Section 102(a)(4) of
the Sthics in Government Act (ErGA) in 1962. 1963P 1964 and 1965
by failing to report obligations to his cmpals committee and to
an unrelated individual in e*cess of $10s.Se and 43) the
requiremnsts of Section o2(a)(2)(5)of the BlG by failing to
report the forbearance of interest on loans from is campilgn
cammittee is each of the years 1976-196S.

NW, s1owmU. 3t IT 33301MW that the OMittee
detrmise pursuant to Comittee Male 16(b). that violations
allege in the cOmplaiAt are vithin the JuridiCtiom of the
Calite and merit further iniryP and

3 IT? M UlWOLYXW that this Camittee comwut a
Prelimimary Inquiry. pursuant to ittee Rule 11a), todetermine whether such violations have ocurreds and

U IT =903 9LYW. that the bal ma and Masking
minority Nemr may authorise and issue sbpeemas elter ftor the
taking of depseitions or theo t o reeoeda. a that all
testimmy taken by depsoition or thisga prodmm by dapositiom ar
otherise shall be deesd to have been takes. preohad, or
furnisbd in Bentive Sessions and

SO IT I POLY, that Represetative lio be
immedlately notified of this action and informed of bis rights
pursuant to the Rules of this Comittee.

(27)

j
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EXIBIT C

INVESTIGATION OF THE HOUSE ETHICS COMMITTEE

The Ethics Committee investigation was conducted in
the following manner:

1. A Representative Rose was represented by
counsel.

2. Sworn testimony was taken from Representative Rose,
Rose Committee Treasurer, and Rose, Jr.

3. Sworn affidavits and letters of explanation
were also admitted from financial institution
officials.

4. A full and complete investigation of documents
spanning more than 15 years were reviewed through
the employment of the Ethics Committee subpeona
power and request for written interrogatories to
acquire personal documents of Representative Rose C-and Rose Jr., financial documents of various

Tc- financial institutions, Rose Committee campaign
finance statements filed pursuant to the Federal

C Election Campaign Act, Represenatative Rose's
Personal Financial Disclosure Statements filed
pursuant to EIGA, North Carolina Corrupt Practices
Act filings, and an audit by an independent team
of auditors.

5. A full and complete record of the proceedings
0 was maintained.

6. Representative Rose was afforded the opportunity
to present evidence and respond in person as well
as in writing to the inquiries and preliminary
findings of the Ethics Committee.



EXHIBITD

ETHICS COMMITTEE FINDINGS

The Ethics Committee on March 23, 1988, issued its
final report regarding its disposition of the 1986 Complaint
against Representative Rose. The findings which were the basis
for that reproval appear at page 25 of the Report and were as
follows:

(A) Representative Rose borrowed from his campaign
on eight separate occasions from 1978 to 1985
in violation of House Rule XLIII, clause 6, as follows:

(1) $4,000 on November 17, 1978
(2) $7,000 on February 25, 1982
(3) $895 on July 21, 1983
(4) $18,000 on September 12, 1983
(5) $10,000 on April 1, 1984
(6) $5,000 on September 5, 1984
(7) $9,500 on January 31, 1985

ON (8) $9,600 on August 19, 1985

(B) Representative Rose pledged a $75,000 certificate
of deposit belonging to his campaign on a personal loan

Cat Southern National Bank in Fayetteville, North
Carolina, on March 26, 1985, in violation of House
Rule XLIII, clause 6.

(C) Representative Rose failed to list as liabilities
0to his campaign the borrowings referred to in

subparagraph (A) above on his Finanoial Disclosure
CD Statesents for 1982, 1983, 1984, 1965, and 1986, in

violation of the Ethics In GCAmorment Act of 1978 and
House Rule XLIV, clause 2.

(D) Representative Rose failed to list liabilities to
i') certain financial institutions on his Financial Dis-

closure Statements in violation of the Ethics in
Government Act of 1978.
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Com * a d mw On.
W a.& cowU10",, ac msu

March 23. 1986

e crcaol C.Srie G. Rose, :::
United States ouse of Representat:ves
2230 Rayo~rn House Office Building
Washington. D. C. 20S55

Dear Representative Rose:

Or. Jn* .7, .987, this Comittee initiated a Preliainaryn1quiry focusing on your alleged misuse of campaign funds andfinancial disC¢ogSre Ytol0tions. Folloving this investigatoryphase, the Coinittes found reason to believe that violations ofHouse rules had occurred and, therefore, on October 28, 1937,ssued a four-count Statement of Alleged Violations.

After considering the evidence presented in written and oralresponses by your counsel and counsel to the Committee, theComittee determined that all four counts had been proed byclear and convincing evidence. The Comittee concluded that youviolated Souse Rule XLIII, clause 6, on eight separate occasion&by borrowing funds from your campsign (count one$, and that youfailed to report these borrowings as liabilities on yourrinancial Disclosure Statemte as required by Souse Rule XLIV,clause 2 (count three). The Coittee also concluded that youviolated Souse Rule XLIII, clause 6, by pledging a certificate ofdeposit from your campaign as collateral on a personal loss(count two). finally, the Coittee concluded that you violatedRouse Rule XILIV, clause 2, by failing to report variousliabilities to financial Institutionas on your ?imlamialDisclosure Statements (count four).

?Vo of the violations, which the Committee held to have beesprowed, involved misuse of camign funds. The Some ofepre"ntatives adopted Somue Rule ZLIII, the Code of OfficialConduct. on April 3, 1964. Clae 6. which restricts the amoc.am iga funds to bons tide f , Cos purpoees, has bees a prt ofthe Code since that time. The Committee feels this rule iscrucial to maintaiiang public contideace In the turatelsingsystem governing ouse N rs. The use of your Capelo fum",as alleged and proved in Cmts e el two of the statement ofAlleged Violations, is estirely isoealsteat with this principle.

612. m



524

The Honorable Charles G. Rose, III
March 23, 1913
Page 2

The Coamittee holds you responsible for being familiar withrules governing this area. Your mishandling of campaign funds,and concurrent violations of House rules in such matters, aredeserving of reproach. We find that the personal benefit youreceived in each instance of borrowing, and the lower interestrate received from use of the campaign certificate of deposit,are the kinds of abuses the rule was designed to protectagainst. For this reason, the Comittee instructs that yourefrain from any future campaign borrowings and/or use ofcampaign assets as collateral.

The Committee recognizes and takes into consideration thefact that all funds borrowed were replaced in full without theinsistence of this Committee, and that this action was taken byyou prior to this Comittee beginning a Preliminary Inquiry.Furthermore, the Comi t tee recognizes that the campaigncertificate of deposit in question is no longer encumbered, dueto restrictions placed on it in connection with your personalfinancial dealings. While these actions could be viewed asmitigating factors or as evidence of a lack of any improperintent, the Comittee emphasises, nevertheless, the violationsdid occur. Although the Committee does not feel this conductwarrants a recommendation of sanction to the full House ofRepresentatives, it is still a cause of concern.

Failure to disclose campaign borrowings on your FinancialDisclosure Statements (count three) must also be viewe in lightof maintaining public trust. As Members of the House, we arebound by law and House rules to publicly disclose various aspectsof our financial status. The initial disclosure of the camsaigborrowings in Federal Election Camrission reports, which arepublicly available documents, is a mitigating factor. However,this does not negate the fact that you violated Bouse Rule ILIV,clause 2. These liabilities should have been discloed on yearFinancial Disclosure Statements.

As for the liabilities to financial institutions in contfour of the Statement of Alleged Violations, your failure todisclose, again, causes concern on the part of the CamiLttee.Once informed of these deficiencies, howvr, you have, at yourown initiative, amended your Financial Disclosure Statements toreflect the omitted information. The Comittee respects, ymrforthrightness in this area.

This Comittee has spent much time and effort digeetig 4amdeliberating about the matters presented by this PrelimiAary
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I'. SImJa=1 J. Outhrie, Clerk
Otftice of' the Clerk
U. S. Nomwe of Representatives
Wshington. D. C. M05IS
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Dear Sirs

As per requested in your letter da%,*d hty 30, 1W40 (copy enclosed)
we have correct-d the one item brou ht to our attention by your office.

Although all of the information relevant to Mr. oeos loan "asd4aclosed in ourw report, we failed to list the inrormatlonagain on supportli 3ch*4uiT' C. Page 2 otr Sc2.dule C ha. been mended
and is enclosed ter your records.

we apologize t-r thit error and
your office.

any inconvenience we may have caused

AlUton 0. Smck
Assistant Treaeurer
OUUIU FMP CHGin AUE amE

ACBsch

EnclosuVs

Ccc Mr. Alex Brock
W. C. Cmapalt Reporting Office
nale0, KC
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FEDERAL ELECTION COMMISSION

October 16, 1992

Ton Cole, Executive Director
National Republican Congressional Committeee
320 First Street, S.E.
Washington, DC 20003

RE: MUR 3652

Dear Mr. Cole:

This letter acknowledges receipt on October 14, 1992, of
your complaint alleging possible violations of the Federal
Election Campaign Act of 1971, as amended (*the Act"), by

-_ Congressman Charles G. Rose, III, the Committee for Congressman
Charlie Rose and Alton G. Buck, as treasurer. The respondents
will be notified of this complaint within five days.

(You will be notified as soon as the Federal Election
4Commission takes final action on your complaint. Should you

receive any additional information in this matter, please
0forward it to the Office of the General Counsel. Such

information must b* sworn to in the same manner as the original
Ocomplaint. We have numbered this matter HUR 3652. Please refer

to this number in all future correspondence. For your
information, we have attached a brief description of the

ICommission's procedures for handling complaints.

QSincerely,

Lisa E. Klein
Assistant General Counsel

Enclosure
Procedures
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October 16, 1992

Alton G. Buck, Treasurer
Committee for Congressman Charlie Rose
P.O. Box 1178
Fayetteville, NC 28302

RE: MUR 3652

Dear Mr. Buck:

The Federal Election Commission received a complaint which
indicates that the Committee for Congressman Charlie Rose
("Committee") and you, as treasurer, may have violated the
Federal Election Campaign Act of 1971, as amended ("the Act").
A copy of the complaint is enclosed. We have numbered this

IN matter MUR 3652. Please refer to this number in all future
correspondence.

Under the Act, you have the opportunity to demonstrate in
writing that no action should be taken against the Committee and

04 you, as treasurer, in this matter. Please submit any factual or
legal materials which you believe are relevant to the

all Commission's analysis of this matter. Where appropriate,
statements should be submitted under oath. Your response, which
should be addressed to the General Counsel's Office, must be

C: submitted within 15 days of receipt of this letter. If no
response is received within 15 days, the Commission may take
further action based on the available information.

C) This matter will remain confidential in accordance with
2 U.S.C. 5 437g(a)(4)(B) and S 437g(a)(12)(A) unless you notify
the Commission in writing that you wish the matter to be made
public. If you intend to be represented by counsel in this
matter, please advise the Commission by completing the enclosed
form stating the name, address and telephone number of such
counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



Alton G. Buck, Treasurer
Committee for Congressman Charlie Rose
Page 2

If you have any questions, please contact Noriega James,

the staff member assigned to this matter, at (202) 219-3400.
For your information, we have enclosed a brief description of

the Commission's procedures for handling complaints.

Sincerely,

/4 A?6QS?
Lisa E. Klein
Assistant General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement
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October 16, 1992

Congressman Charles G. Rose, III
Committee on House Administration
Attn. Eric Kleinfeld
H326 Capitol
Washington, DC 20515-6157

RE: MUR 3652

Dear Mr. Rose:

The Federal Election Commission received a complaint 
which

indicates that you may have violated the Federal 
Election

Campaign Act of 1971, as amended ("the Act"). A copy of the

complaint is enclosed. We have numbered this matter MUR 3652.

1q- Please refer to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate 
in

writing that no action should be taken against 
you in this

matter. Please submit any factual or legal materials which 
you

believe are relevant to the Commission's analysis of this

matter. Where appropriate, statements should be submitted 
under

04. oath. Your response, which should be addressed to the General

Counsel's Office, must be submitted 
within 15 days of receipt of

this letter. If no response is received within 15 days, the

CD Commission may take further action based 
on the available

information.

This matter will remain confidential in accordance 
with

C 2 U.S.C. 5 437g(a)(4)(B) and S 437g(a)(12)(A) unless you notify

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

public. If you intend to be represented by counsel in this

matter, please advise the Commission by completing 
the enclosed

form stating the name, address and telephone number 
of such

counsel, and authorizing such counsel to receive 
any

notifications and other communications from the 
Commission.



Congressman Charles G. Rose, III
Page 2

If you have any questions, please contact Noriega James,
the staff member assigned to this matter, at (202) 219-3400.
ror your information, we have enclosed a brief description of
the Commission's procedures for handling complaints.

Sincerely,

Lisa E. Klein
Assistant General Counsel

Enclosures
1. Complaint
2. Procedures

Ln 3. Designation of Counsel Statement
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October 21, 1992

Robert C. Anderson
511 Argyll Road
Fayetteville, NC 28303-5101

RE: MUR 3652

Dear Mr. Cole:

This letter acknowledges receipt on October 14, 1992, of
your complaint alleging possible violations of the Federal
Election Campaign Act of 1971, as amended ("the Act"), by

1Congressman Charles G. Rose, III, the Committee for Congressman
Charlie Rose and Alton G. Buck, as treasurer. The respondents

eN will be notified of this complaint within five days.

C You will be notified as soon as the Federal Election
Commission takes final action on your complaint. Should you

(\ receive any additional information in this matter, please
forward it to the Office of the General Counsel. Such

0% information must be sworn to in the same manner as the original
complaint. We have numbered this matter ElK 3652. Please refer
to this number in all future correspondence. For your
information, we have attached a brief description of the
Commission's procedures for handling complaints.

Sincerely.

istant General Counsel

Enclosure
Procedures
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s Eric F.- Kieinfeld William C. Oldaker

Heidi M. Pender Nanatt, Phelps, et al.

H-326, The Capitol 1200 New-Hampshire Ave., #200

Washington, DC 20515 Washington, DC 20036 %.

202/225-2061 202/463-4362

The &Cove-named individual ;s hereby designated as MY
counsel and is author:zed t: :eceg.vg any noa etiritCM ando
CGinuficaclons e= rte C= ssIon and tco a4ct 0 my behalf beiore
the Com.sszon.

D 4 4Zel
D&A

N M:

BADSrn s :

Coittee for Cougressman Charlie Rose

Alton Buck, Treasurer

P.O. Box 1178

Fayetteville, N.C. 28302

(919) 425-4918

(919) -8101
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m P or Eric F. Kleinfeld

ma Heidi M. Pender

H-326, The Capitol

Washington, DC 20515

William C. Oldaker

Manatt, Phelps, et al.

1200 New Hampshire Avenue, #200

Washington, DC 20036

wTRmLD (202) 225-2061 (202) 463-4362

The above-named indivdual is hereby designated as my

counsel and is aur.or::ed =: :eceive any notifications and other

comunications from the Cc=issiecn and to act on My behnIf befcoe

the Comiss ion.

Dace S ic-acure

K4WmI Nz

Charlie Rose

Comittee on House Administration

H-326, The Capitol

Washington, DC 20515

(202) 225-2061

I
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November 2, 1992

Lawrence H. Noble, General Counsel
Federal Election Commission
999 E Street, N.W.
6th Floor
Washington, D.C. 20463

Re: MUR 3652 Committee for Congressm&
Charlie Rose, Alton S. Buck, as
Treasurer, and Congressman Charlie Rose

Dear Mr. Noble:

This is the response of the Comuittee for CongressmanCharlie Rose (Committee") and Alton S. Buck, as Treasurer, andD Congresan Charlie Rose to the complaint filed by the NationalRepublican Congressional Committee and Robert Anderson. For theCN reasons stated below, the Committee respectfully requests thatCK the Federal Election Commission ("Commisson") find no reason tobelieve that anY Provisions of the Federal Election Campaign Act01 of 1971, as mended, or the Comlssion's regulations have beenviolated, dismiss the complaint, and close the file in thisCo matter.

In short, the complaint alleges that the Committee's reportsof receipts and disbursements have misreported a $50,000 debtowed by the COMmittee to the candidate since 1988. Asdemonstrated below, the Committee's Treasurer, based on evidencewhich he reviewed, conclusively determined that a debt existedO. and should be disclosted. Moreover, the Treasurer relied upon thecontemporaneous advice given by the Commission as to thepropriety of disclosing this particular debt.

In addition, the complaint alleges that Committee will,sometime in the future, use campaign funds for the candidate'spersonal benefit. Neither the Committee nor the candidate hasthe intention of using campaign funds for personal use in thefuture. In fact, the candidate has already publicly stated that,should he be re-elected on November 3, 1992, he will seek theCommission's advice as to how to forgive the loan and make it acontribution to the Committee. Additionally, this allegation
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being entirely prospective, will not give rise to a violation of
the Act or regulations.

The origin of the debt, 1970-1973

In his first two campaigns for the House of Representatives
in 1970 and 1972, Congressman Charlie Rose borrowed a variety of
sums from commercial banks and his father to provide the seed
money for those campaigns. His initial run in 1970 against an
incumbent proved to be unsuccessful, but two years later, in a
race for an open seat, he was elected to his first term in
Congress.

In 1972, Congressman Rose and his father loaned a total of
S45,900 to the Congressman's campaign. This money was a
combination of personal funds and loans obtained from banks in
the seventh district of North Carolina. See Affidavits of
Charles G. Rose, III and Charles G. Rose, Jr.

Shortly thereafter, in 1973, the Congressman's father, who
was primarily responsible for financial advice and management
(both personal and campaign) to the Congressman, determined that

0D the best course of action, at that time, would be to satisfy the
debts remaining from the 1972 campaign. This was accomplished by
borrowing $50,000 from First Citizens Bank. See Affidavits of
Charles G. Rose, III and Charles G. Rose, Jr.

CN The proceeds of the loan were Used to pay 1972 campaign
debts. Because Congressman Charlie Rose was in his first tierm

01- and was personally unable to borrow the money, his father became
the principal on the loan. However, the clear and stated, albeit
oral, understanding at the time was that the campaign was
responsible for paying this sum to the Congressman, who, in turn
was responsible for paying his father. See Affidavits of Charles

111 r G. Rose, III and Charles G. Rose, Jr. Essentially, because the
money was initially loaned to the campaign, it was expected that

(7 the campaign would satisfy this loan.

Reporting of the loan, 1972-1974

Contemporaneous reports filed by the campaign, under the
laws as they existed at that time, verify the existence of all
loans. See Committee reports attached hereto. All loans were
reported-ei~ther on federal reports submitted to the CI',rk of the
House, pursuant to the Act, or on state reports subm' aed to the
North Carolina Secretary of State, as required by the North
Carolina Corrupt Practices Act, N.C. Gen. Stat. 163.259 - 163.268
(repealed in 1975).

Congressman Rose's federal filings account for $33,900 in
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loans to his campaign.1  In addition, loans of $7,500 and $2,000
by the Congressman and a loan of $2,500 by the Congressman's
father are separately disclosed on the state filings2 , for a
total campaign indebtedness of $45,900.

3

In addition, on the notarized federal Statement of
Organization filed by the Comittee in 1974, the Committee
indicated that debts remained outstanding from the 1972 election,
in response to question 9:

9. In the event of dissolution, what
disposition will be made of residual funds?

Repay outstanding debts from 1972 campaign.

See Committee for Congressman Charlie Rose 1974 Federal Statement
of Organization at 2.

Reporting of the loan, 1987

When questions were raised by the Republican Party of North
Carolina just prior to the 1986 election, the Committee on

-- Standards of Official Conduct of the House began an exhaustive
review of the Congressman's personal and campaign finances,

1 Congressman Rose's federal reports show a direct bank loan
C\J of $20,000 from First Citizens Bank of Fayetteville, North

Carolina, and a $5,150 contribution from the Congressman's
father. The latter, as the sworn testioony provided to the

0% Committee on Standards indicated, was a loan made pursuant to an
oral agreement (oral loans were permitted under the Act at this
time).

Nr In addition, Congressman Rose's initial federal report in
1972 reflected a beginning cash-on-hand balanco of $14,428.12.
This amount included an oral loan from the Congrossman's father
of $8,750 and which was separately reported on the congr"man's
North Carolina filing. (The effective date of the Act of 1971
was April 7, 1972. Until that date, even though candidates were
raising funds for the 1972 primaries, they Incurred no federal
reporting requirements. As of April 7, 1972, candidates were
required to complete federal reports including a start-up balance
of cash-on-hand comprising previously raised contributions.)

2 North Carolina state law in effect at that time required
federal candidates to file reports on North Carolina forms.
Those forms contained no separate schedule for the reporting of
loans; loans were reported as contributions under state law.

3 The indebtedness grew to $50,000 in 1973, through
interest charged by the Congressman's father.
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dating from 1970 to 1987. The Committee on Standards employed
outside auditors to review those finances, and the Congressman
did so as well.

During the initial stages Of that review, the Committee's
Treasurer uncovered evidence of the loan. See Affidavit of Alton
S. Buck. Even though the loan had not been carried on the
Committee's reports, the Treasurer, in carrying out his duties
and responsibilities under the Act, determined that conclusive
evidence of a loan existed and that such a loan should be
disclosed on the Committee's reports. See Affidavit of Alton S.
Buck. As a result, the loan has been carried as a debt of the
Committee to the Congressman.

The evidence included the federal and state filings of the
campaign, the bank ledger card, and the statements of campaign
officials. See Affidavit of Alton S. Buck. After reviewing the
evidence, the Treasurer had a note executed to memorialize the
loan.

Advice of the Commission to disclose the loan

In addition, after discussions with the Treasurer, as to his
conclusion that the loan should be listed on the Committee's
reports, one of the counsel to the Committee contacted the then

- General Counsel of the Commission. See Affidavit of Heidi M.
Pender. After hearing an explanation of the facts, the General
Counsel stated that it would be proper and legal to list the loan
on the Committee's reports. See Affidavit of Heidi M. Pender.

While the Committee recognizes that no formal Advisory
opinion was requested, the discussions with the General Counsel
in 1987 led the Committee to conclude that no provision of
statute or regulation would be violated by listing the loan on
the Committee's reports and to rely upon this advice.

This contemporaneous informal advice was reported in the
North Carolina press at that time. See Wilmington Star News,
August 12, 1988, attached hereto. The CoMmittee believes that
nothing has changed in the intervening years to alter the advice
which was offered and the conclusions which were given.

Committee on Standards findings

The Commission should note that the complainants'
characterization of the Standards Committee findings is blatantly
misleading and wrong. Primarily, the assertion that the
Committee on Standards stated that the loan did not exist was
invented by the complainants, most probably to mislead the
Commission into making a finding prematurely.

The Committee on Standards never stated that the money was
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not loaned initially to the campaign.

The Committee on Standards never stated that the loan did
not exist in 1987.

The Committee on Standards did "accept the premise that a
Member may legitimately loan money to his campaign". See Report
of the Committee on Standards of Official Conduct ("Report"), No.
100-526, 100th Cong. 2d sess., at 24. Standards also recognized
that the obligation "should continue to be carried forward as
long as the obligation exists". See Report at 24.

Importantly, the Standards Committee recognized that Alton
"Buck felt there was sufficient evidence to support the execution
of a $50,000 promissory note". See Report at 12.

In fact, complainants confuse money owed by the Congressman
to the campaign with money owed by the campaign to the
Congressman. The Committee on Standards did state that the
Congressman did not owe any money to the campaign. Standards did
not state that the campaign did not owe any money to the

In Congressman .

C_ Conclusions of law

1. Reporting of loan

C\) Complainants allege a violation of 11 cfr part 104, without
0%. citing a specific section of the regulations and also withoutciting the reporting provisions of the Act. Their allegations of

011 false reporting is unsubstantiated by the facts and, more
specifically, is contradicted by the sworn statements attached to

C0 this response.

IV Section 104.14 gives the Treasurer responsibility for the
accuracy of the reports. As the Treasurer stated in his sworn
affidavit, he concluded that verification of a valid loan existed
and that it should be reported. That conclusion was confirmed by
the informal advice of the Commission.

Complainants reliance upon Advisory Opinion ("AO") 1977-58
(CCH 5285) is misplaced. This is not a case of retroactive
designation. More relevant is Advisory Opinion 1982-64 (CCH
5705). In that opinion, a candidats consolidated pre-existing
personal debts, i.e., those that predated his candidacy for the
House, with a bank loan. The Commission concluded, that to the
extent that the outstanding loan balance represented debt
incurred with respect to the individual's candidate status, the

4The Standards Committee did state that the Congressman
was not entitled to repayment.
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loan may be assigned to the Committee.5

The loans incurred in this matter in 1972 and 1973 were all
campaign loans. Thus, under reasoning similar to AO 1982-640 the
Committee could be made responsible for the repayment.

Accordingly, the Comumission should find that there is no
reason to believe that any violation of the Act or regulations
has occurred with respect to the reporting of this transaction.

2. Future use of funds

Complainants also allege a potential violation of 2 U.S.C.
section 439a by claiming that sometime, in the future, campaign
funds will be used for personal purposes. Congressman Rose has
clearly stated his intentions in his attached affidavit.
Congressman Rose has also publicly stated that, should he be re-
elected on November 3, 1992, he will seek the Commission's advice
as to how to forgive the loan.

More importantly, Congressman Rose stated his intention not
to seek repayment to the Committee on Standards before that
Committee released its report. See Statement of Congressman
Charlie Rose Before the Committee on Standards of Official
Conduct, November 5, 1987, made part of Report at 345-6.

Accordingly, the Comumission should find that there is no
04 reason to believe that any violation of the Act or regulations

has occurred with respect to the prospective use of Committee
funds.

Conclusion

For the reasons stated above, respondents respectfully
request that the Casmission find no reason to believe that any

C7: violation of the Act or regulations has occurred, to dismiss the
C complaint, and to close the file in this matter.

n SincerelA

William C. Old er
for Respondents

Attachments

5 The requestor was then expressly permitted to retire the
debt with contributions that were solicited, received and
reported in accordance with the limits, prohibitions and
disclosure requirements of the Act and Commission regulations.
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1. Affidavit of Congressman Charlie Rose

2. Affidavit of Alton Buck

3. Affidavit of Heidi M. Pender

4. Affidavit of Charles G. Rose, Jr.

5. Copy of Promissory Note

6. Wilmington Star News Article

7. Statement of Congressman Charlie Rose
Before the Committee on Standards
(excerpts)

8. 1972 Federal and State Reports

9. 1974 Statement of Organization
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A]PIDAVIT O CH]RLES G. ROSE. III

Charles G. Rose, III, first being duly sworn, deposes and
says:

1. I am a duly elected Member of the House of
Representatives from the 7th Congressional District of North
Carolina.

2. In connection with my 1972 campaign, the Committee for
Congressman Charlie Rose ("Committee") received $45,900 in loans,
as explained below in paragraphs 3-5.

3. In 1972, I made two loans to my campaign: One on April
20, 1972 in the amount of $7,500 and one on June 2, 1972 in the
amount of $2,000. I obtained these loans from banking
institutions in the regular course of business, and both were
duly reported on the North Carolina Corrupt Practices Act filings
as prepared by Herbert G. Stiles, Campaign Finance Manager for

the Rose for Congress Committee in 1972.

C; 4. On May 23, 1972 my campaign secured and I guaranteed a
$20,000 note from First Citizens Bank in Fayetteville, North
Carolina. This loan was reported on June 16, 1972 to
the Clerk of the House of Representatives. I assumed financial

CN responsibility for this campaign debt because the campaign was

without sufficient funds to repay the note.0%

5. In 1972, I entered in to an oral agreement with my
father, Charles G. Rose, Jr. Under the terms of this Agre eent,

01 Charles G. Rose, Jr. made three loans to my campaign: On April
7, 1972 in the amount of $5,750, on May 5, 1972, in the amount of

Nr $5,150 and on June 2, 1972, in the amount of $2,500. I

guaranteed and assumed financial responsibility for the repayment
C of those campaign debts, until such time as I believed the

Committee was financially and politically able to repay me.

6. Because of the difficulty in making payments on the
loans from the 1972 race as they were due, I sought help from my

father, Charles G. Rose, Jr., in obtaining funds to repay these
loans. In my recollection, I caused to be executed a $50,000
nr- on November 21, 1973 for all outstanding 1972 campaicrn
c...acs. I assumed financial responsibility for the repayment of
this debt until such time as the Committee was financially and
politically able to repay me.

7. I fully expected the campaign to repay me for the loan

when it was financially and politically able to do so. Moreover,

I believed that my campaign, specifically, Herbert G. Stiles and

Anthony E. Rand, fully understood its obligation to repay me for

the loan when it was financially and politically able to do so.



8. When this matter was reviewed by the House Committee on
standards of Official Conduct, my accountant examined the
available documentation and concluded that the loan should be

reported on the Committee's report of receipts and disbursements.
The loan has been carried on the Committee's reports to date.

9. In accordance with the Report of the Committee on
Standards of Official Conduct, No. 100-528, 100th Congress, 2d
Sess., I do not intend to seek or accept repayment of the loan
from the Committee.

10. Further, Affiant sayeth ht

Charles G. Rose, III

Subscribed and sworn to before me this )jdday of
19 92.A

yotary nic

my Con, ission expires: + 1444q

V
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AFFIDAVIT 0F AL.O_ 6. DUCK

Alton G. Buck, first being duly sworn, deposes and says:

1. I am currently a retired Certified Public Accountantresiding in Fayetteville, N.C. To the best of my recollection, Ihave served as the accountant for the Committee for Congressman
Charlie Rose ("Committee") from about 1974 to 1991.

2. Prior to the time I became accountant for the Committee,
the campaign books and records were not kept in an orderly orcomplete fashion. As a result, I was unable to see all priorcampaign filings. Further, I did not have in my possession anyof the prior filings except for the last filing made prior to myassumption of the accountant position.

3. I did not see any of the 1970 or 1972 filings made underthe North Carolina Corrupt Practices Act.

4. As the campaign's accountant, I became aware of a debtCO the campaign owed the Congressman, however, I had no actualknowledge of the transaction which gave rise to the debt. IC gained this knowledge through discussions with campaign
officials, Anthony R. Rand and Herbert G. Stiles, as well as with

-- Congressman Rose.

CN 5. I was aware that Charles G. Rose, Jr. had lent money to
Othe campaign; that Congressman Rose assumed financialresponsibility for those loans; and that the campaign would haveCY% to repay Congressman Rose for the loans when it was financially

and politically able to do so.

6. Because I was unable to find any records of the loantransactions I was concerned about reporting a past loan forwhich no records were available. Thereafter, I learned thatrecords were available which would help me correctly characterizethe transaction in question. I learned what the early filingscontained with respect to loans made by the Congressman and hisfather. Further, I saw the bank ledger card of the November,
1973 $50,000 loan.

7. The documer~ation I reviewed, as well as the discussionsI had, in my opini established a valid loan of $50,000 fromCongressman Rose to his principal campaign committee. Iauthorized a note to be executed memorializing the loan.

8. Accordingly, having reviewed the documentation
establishing a valid obligation of the Committee, I believed thatit was my duty under the Federal Election Campaign Act. Iconsulted with counsel to the Committee who informed me that theywere informed by the Federal Election Commission's GeneralCounsel that it would be proper and legal to list the loan on the



Coamittee' s next report.

9. Further, Alliant sayeth naught.

Alton G. Buck

ribed and sworn to before Pulithis day of
1992./

my Commission expires:(
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AFFIDAVIT OF HIDI X. PENDER

Heidi M. Pender, first being duly sworn, deposes and says:

1. I am currently Special Counsel to the Chairman of the
Committee on House Administration.

2. During 1986 and for the duration of the House Committee
on Standards of Official Conduct review of Congressman Charlie
Rose's personal and campaign finances, I served as one of the
counsel to Mr. Rose and to his principal campaign committee, the
Committee for Congressman Charlie Rose ("Committee").

3. During this review, I had discussions with the
Committee's accountant, Alton Buck, who informed me that he had
reviewed certain evidence which led him to conclude that the
Committee owed Congressman Rose $50,000, as repayment for loans
made in 1972. Further, the Committee's accountant was under the
impression that the Federal Election Campaign Act of 1971, as

C: amended, ("Act") required him to list the loan on the Committee's
disclosure reports.

4. Having been asked by Mr. Buck for advice as to the
propriety of reporting the loan, I placed a call to the General

04 Counsel of the Federal Election Commission, Charles Steele. Mr.
Steele and I were already acquainted with each other through
previous discussions of unrelated matters pertaining to the Act
and the Federal Election Commission.(N

5. In my telephone discussion with Mr. Steele, I informed
C' him as to the specific facts of this matter involving the debt

owed by the Committee to Congressman Rose. Mr. Steele informed
me that it would be both proper and legal to list the loan on the
Committee's report.

6. I relayed Mr. Steele's advice to the campaign
accountant, who in reliance thereon, reported the loan.

7. Further affiant sayeth ught.

Heid. M. Pend r

Subscribed and sworn to before me this day of
, 1992.

Notary pUA.lic

My Commission expires:



(Previot su tted April 27,

1987)

BEFORE THE HOUSE COMMITTEE
ON STANDARDS OF OFFICIAL CONDUCT

AFFIDAVIT OF CHARLES G. ROSE, JR.

Charles G. Rose# Jr., first being duly sworn, deposes

and says:

1. I reside in Fayetteville, North Carolina and am

the father of Charles G. Rose, III, a Member of the House of

Representatives. I am a partner in the law firm of Rose, Rand,

Ray, Winfrey & Gregory of Fayetteville, North Carolina.

2. In 1972, I entered into an oral agreement with

my son, Charles G. Rose, III, to make three loans to his

campaign: One on April 7, 1972 in the amount of $8,750; one on

Nay 5, 1972, in the amount of $5150; and one on June 2, 1972 in

C% the amount of $2500. Under this agreement, my son was to repay

o me for the sums lent to the campaign.

3. In November 1973, I assisted my son by obtaining

a loan in the amount of $50,000 from First Citizens Bank and

Trust Company of Fayetteville, Worth Carolina, for the purpose

of consolidating outstanding campaign loans. In my opinion, it

was necessary to obtain this financing because the campaign was

without sufficient funds to repay the loans, and son was

still unable to repay primary debts from 1970.

4. Further, I had an oral agreement with my son

that he was to make all payments and be financially responsible

for this $50,000 loan to consolidate campaign debts.



5. Further, Affiant sayeth naught.

lMarie111 . Rose. Jr.

ci4LL
Subscribed and sworn to before me this _ day of

t 1987.

Notary-Public

re s: %AeL

CN
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PROISSORY NOTE

Twelve (12) months

to pay the order of

after date, for value re.ceived,

Charles G. Rose, III

Fifty Thousand and no/I00 --------- 
dollars,

at Fayetteville* N.C.

centum per annum until paid; said interest payable

with interest at the rate of 0
annuall Iy

Mo COsmittee for Congressmsan_ Charlie Rose

Rasii taut Treasurer

Due April 20, 196 Address
Fayetteville, N.C. 28302

P I Z 6 6 0tf 6 6

of

April 21 , 19 87

the sue

.... -promise

1P.O. Dox 1172

Ob 50,000.00IV

No

P.O. Box 1178
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1007 TIe C3IANIJX. KZ. Palo.

1000 Nr. rati0. Charlie. X Went to take a slightly 41dezeat

1009 approach. You have a aete fZoa your campaign coaittee

1010 saying that yo are owed OS.000, as you have said, you

1ol1 hope the eamIttee would accept that o2 at least soas lesses

1o1 amoant. but theze is clearly a good deal of eonausloa

NO101 sruzzondlg this er e mouldat be bere. would It be

10t possible fo you to tell the comittee. In edes to clear

101 the aix. that you ould be w1l1ig to cancel that ate mmo

1Oei that It has legally bees tendeael to yo? Is It Poosible

1017 that you aould la saet be milLlng to say that la t t at

01101 mosy 8 is seo omthag that you have OW dirfte to 0Si La

0% 1019 the fSuture?

1010 lsM. 10os. 2 mulSd-Z have told yem earler that I dolt

1021 1k this has beea a rathe pnaisiae ouelaie tht C aI

10s oae through. it mould be considerably ur tz isbeoat

10 to be nos allowed to have this additloal moey. liN e

21020 X mat to reeive a rep uyoat iron my oem tte. 2 seat to

102s cle up the question about count amer 1.

1062 Tee, aould certanly be milliag to say, that I neot
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107 lateroeted Ia rseoving sommy io m y eapsga l omftte sad

1038 this oeaaittee to not set a pseoodest for the futse got

1029 thliag Ilk* this @an oloealy say that saaybdy uho waits as

1OO long as I do to ehange the zeozd Ia s situatil like this

1031 1 not entitled to Zesov z.

10321 N. FAIO. Thaat you. N. Chalzaa. Theaa you.



08shof tl* Cu.
Wuhbingte, D.C.D"
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flEGI.TrATION FORIM AND STATEMENT OF (IRGAN."'7 4'lO.\"

ORA A
POLITICAL COMIITTEE

. ' J. . -

sF RrEV.CE SIrDE 7(,lt AIDITIO.CAL I..TR.
ALL Q1.'7ETIO,'S MLS BE ANSWERED FOR .NEw JiGIS.TEATIO.-S

1. Full n" o! e.,.ittee: ... o-Committee for Congressman Charlie Rose
pOwtffice Box 16910 07ayieteviiies N. C.w..-li,,g axdref. a.d ZIP c'ePe: ! OZ .o .................

S..................... ..... Tel.hone .ubr .

2. Affiliated or connected or;anizations:

Name of affiliated or
connected organization

Mailing address and
ZIP code P.elationship

S. Area, scope and jurisdiction of the committee:
- (a). Will this committee operate in more than one State . no

(bJ Will ft operate on a statewkle bsis inone State? nono
(c) Will it primanly support candidates seeking State or )Iloca1 a eo

0% (d) WiN it support a can" te for the U.. House .1 Representat.ves in an aggrefte amount in excess
of $1,000 during the calendaryasr? 2 "-

4o. (a) If the committee i supporting n dvidual candidates for the VU.S House of Representaiivs, list
eah cndidate by name. address, olfc. sought, and party a.liaton:

State and
-7 Full names of candidates Mailing address and ZIP. code C& Issonal Party

1724 Longworth North Carol na
.essRan Charles G. Rose, III Building De-ocrat

Washington, D. C. 7th Distric
0 20515

WI

(b) List by name, ad .s. office sought, and party aMI Ntion, any candidate for other Federal or public
* office that this committee is supporting:

Full names of candidates )ailing address and ZIP code Office sought Party

L. If thiVzOmmittee Is suPPOrting the entire ticket of a party. givig name of party:

A006"d .0iny sol d . i. ELECIOK FORtm I

ewwwm tow" w"

R:1.



" Ful~ naaIng addrms and MIP code ,Pornmit'w ; te cr rositio7""o

.:. £.. d s e Thorpe and RandTreas.-rF Attorneys at Law OTIc'ttr; #4-1A.' I (;
5" . e. I .- dl " 0. -- -*- ,..

7... h I ... .• ::'-;- .,,,; !,'itiun of o:her ior.nciwial offcers ofa te corm.it:te, i,.: inl :e . fl

and tr .a ;: • " ;,r : in Quetion 6 above and m'..bert Vf the ,.nanca . m:tte. :f h.):

Full :!:In!e Mailing address and ZIP code Committee title or position

3e =r. Pu.-vis, Jr. Patrick Ford
401 By-Pass
Fayetteville, N. C.

1 28303

Chairman

8. Does this committee plan to stay in existence beyond the current calendar year? 9 ............ If so how
long? ....... ............

9. In the event of dissolution, what disposition will be made of residual funds? ..R.paY..Outstandin9
debts from 1972 campaign

10. List all banks or other repositories in which the committee deposils funds, holds accounts, rents safety
deposit boxes or maintains funds:

Name of bank, repository, etc.

Cape Fear Bank & Trust Co.
.

Mailing address and ZIP code

Green Street
yayetteville, North Carolina230

i1t. List all reports required to be filed by this comnmittee with States and local juris4ictioas, other tbu
- reports required under this Act. the names, addresses. and positions of the recipients of the repowts:

required-.- Report tile to be Wied N€an* and position of rwcipient railing address and ZIP sode

cement of Contri-
rAns and Expendi-
% m

/27/74
/27/74

-- I U

Thad Zure
•Secretary of State

^Vt th "a rM 4 _%A

Raleigh, N. C. 27611

&"Nona.~ i~forumosf M mwaf Mmoimai am"W appembs~ bu" Md "awk" b ~se SI su..saab. 1si1 b

VERIFICATION BY OATH OR AFFIRMATION OF TREASURER

state Of orth Carolina

-_. County of _1.a d 5..
, thony E. Rand .. being duly sworn, depose (arnrm) and say that the

(run Xuawe of Te&m.wr of toljaW CmmiS,)

lzformation in this Registration Form and Statement of Organiza n Pete

Subscritvd and sworn to (affirmed) before me this JL...of.A.D..1day o
* 0 .. * ",

"L Me V. a& "- -- 6'"..
ii ~en .e e*** •5oi e m s im,* S.on expires

2

I I

I
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Continuation of CampaLn Contributions

NAME ADIVS DATE ANCUT

P8 ¥iamn payettevlle, N.C.SUM= Ne. 4-3-72 200.00lit. 5, FqtS tt*ville, N.C. 4-1-72 175.00- airoloth Rt. 1, Dbfeboro, N.C. 4-2-72 150.00oanus Rit; 5, ?qvtt e,±U., N.C. 4-18-72 200.00Wt o NisL Rt. 1, oip. Mi118, N.C. 4-3-72Newton Rt. 3, ftqtt,±ji, N.C. 4-4-72 
60.00Rt. 5, 7etteviI,, 

N.C. 4.-72 
10.00RL. N ia4 Nt. 5, ?hett4vnl*, NC. 4-6-72 
125.00. ]it. 5, l Tettlle, N.C. 4-11-72 75.00

4W asI ]it. 1, Joeboro, N.C* 4-9-72 
95.00*yrZ .. e 4-18-72

11m~rll t11 "0

rf

for Charles Rose III
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lme ON Wm6AQw
Islanas Previously reported
"harles Rose, III
-harles Roe, Jr.
%. Rend
I. Thorpe
. 0. Stiles
. ailey
'a ry ftithabert McCauley
ire. Peter Nc#Way Crmer-tie
. Colmen
I. Wllim
I ton suck
ugh Canmo
anly fubsak
" Popkin
" Stein
" G. Stiles
- 8. Re*osvich

Adinge

Fayetteville, .C.

Feyetteville u.C.
Fayetteville, .C.
Fayetteville H.C.
Fayetteviile, .C.
Fayetteville N.C.
Fayetteville, N.C.
Feyetteville. N.C.
FIyettevl, N.c.Fey t tvile, . C.

Feyettevi1le, .C.
Raleigh, N.C.
Charleston, s.c.
Jacksonville, N.C.
Jacksonville N.C.

5yettev111s eM.C.
Feyettevile, U.C.

Totat Csstoetl.ui.s sJJ5L

-I

Deo

4-26-72
5-5-72
5-12-72
5-12-72
5-12-72
5-16-72
5-16-72
5-16-72
5-16-72
5-16-72
5-14-72
5-13-72
5-10-72S-10-12

S-15-72
5-1572
5-16-72
S-16-72

Aso4 s
$27,65g.,

900.4
51250.,
1, 250.t1,25o.(

150.1
1*000.(

450.(
300.(
200.(
140.(
200.(
500.(

1,000.c
1,000. c

450.c
200.0

1,000.c
60.c

Q

r~.

OfrMe14Ws.I rjAW 0era ls.h IirL r,, r r xtfrLe sA E* ew'p #4 State &, dbvry C411R6es"Pt 06here here i-9 a refie *,so r E I.q9 ft am " d
.evgie hf...a. ellier S.uA,ri,,.d 1. e,Inj . .S lei a~il OU~ftt 90weisig moor, ilos 4014 costgEua4psiwi,.,pirrd 7?akZilk twhe Licc ~reIftrif 0/ Stse .CA W decti,,m are retromt @lA M&Vftte. asod w'rid bef shen ; ee wIu a"-Qu pLA ~ru..SI el & W 4e mc a4M m re i .re 1 ea, e fore E e e9lee tgirm ee

fws 6tcr he cdim reqired within Sc.( D ...I d e I P d .W a e h eo f e w w p e d " h c s o f t w o I a r e

TO TUE SECRTARY OF STATE. tALEIGH. N. C.
T1e fe sdft hushed Momst of Cftribu"* Wnd Wexpenditure I made I CmsPUuc with Artice 22,Chapter 165 O al SWtabtu ef North Carolina by Charles ;. Rom, III

-MUNK-w oal (K .. et M14 wg~ o1the - , elecU o 1 s Cf o r"
trohnVe oww w(#een1)

CONTRIBUTIONS



e "li ey reportedwofter siraoae
apeb a 23.481.88

141.50
169.514990.0o

rb

Tebi S 24.2"99
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WDTURES MA " DY OTHERS ON BEHALF CANDIDATE

COR CA4PAIGN COMM ITTE
Med. ASS 3s

IlAT3 OF NORTM CAROLINA
:0WTY oW '-EL--

lbs k w "M,&U ," -2t . th Y ad _ __2..,ermsm* appesra befor me ________________________ h
"S13 duly sWN, decaed am be ulgad th foeg" G st arl m d apeMduiM sa Oat

e tag maftae Omniwea U

my C4mdsm ok .r bI~a~g~tp
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Vqme Oolllor
Dz. .&, 1amfloy h~m.

V.G. ulu1vw
.lI oble

Czm cttma

Uzuse al1.y

- o P. lkwe
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CONTIBUTIONS

irt. 1Oli,..Da , x a..117 8te dm m St., F w -. ..i ~Lrs clusawme -ft.y, x.c.
1942 Poret UM 3*., .. ?,,D..
Rt.1, Vlasti, N.C.
211 4y-Pss., wort., N.C.
43s ft., P r., 11.C.

*AIM 9,t .C. .CPliomttevia o. oN.C.
*= 'o, plotfeo N.C.Iesz5 , m. .C.
ftef"Ile, N.C.of N.C.

DIN xfoftrlo, ftsOrety.c.LU O, lhttle,11ii.
0 .

wa not0 peroftesy. N.C.
het,,Uwe, N.C.

I]PotteyL~o, i1.€.
N.C.
N.C.

of N.C.

541t* C..amou NCD .C.

P*"ltle, N.C.
Sh u, N.C.
Slflotte, N.C.

hleae, B.C.
Ir t, O.C.
S ml~e t, N.C.

DSetblk, Vs.SkPete e NO.C.
Vimuqad., N.C.solu. Va..
]ieattmdg , .C.
Pmtlevalme, N.C.
pawtwe Jw, N.C.
Pkettevaleo, N.C.

llomwe , J.C.

Upil. ike, N.C.
'*qtt@eTe*, N.C.
L*M., N.C.
,mme, i.C.

Do"

1-25.72
2-M2
4-1-72

4-1-723-21-72
3-27-72
3-27-72

5-31-72
3-16-72-2-72
3-1-72
3-15-72
3-15-43
4-3-724 -5-724-4-72
4-5-73

4-5-
4-45-734414-72
4-19-72

--4-17-72
4-3-72 90.006-6-72 10.00

6-14-72 25.004.72 75.00

61-57 10.00

6-4--7 10.00
-- 7 100.00

-72 10.00
-4-72 2.00
-1-7 80.00

0-72 300.00
106.72 3.00-10-73 50.00

-15-72 50.00
17-72 25.00
10-72 50.00
17 72 150.00
10-72 100.00

-20 . 175.00
15-72 00.00
14-72 200.00
10-72 10.00
-2 65.00

135.00
TO-~ 4 4 00

4
4
4
4
4

4.
4-
4.
4-
4-
4-
4-
4

4-
4-
4-
4-
4.,

(ocmttm-.4 attambgg sheet)

S 20.0(
25.0(

100.0(

250.0c
850.0(:

50.00
50.00

100.00
100.00
100.00

80.00
"5.00

204.0

180.00
100.00
3O.0
100.00

50.00100.00

1".00
100.00

(Me)

aa
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(Daer~i re rra of 6-m we Primedto back at mcfn.

TO TU3 BCE.TARY OF STATK, RALZIGII. N. C.
The felewi g lwaliuzd mlaemet of nftibutmuna w erpdeltarm is made In CO.pliHae with Article U;

laPtu 162. OmmI SUtaUM Of Nftth Wedina by - ,M-- 1 ,.,
15(Name at iMdafter ap a cuattlin ~ y Gasse atIpdaecden or . OPeson= - th. tc

MANf1)

lMa at Ci nm
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J. A. adot

L1

DV. 0. L..-as* cim 1111"
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DAB= mtld
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c--f watt
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CONTRIBUTIONS
Arm~

Ralelo, N. C.
glh, N. C.

Pwe ttev111e, N.

J'cksemyllol, N.
rhyttio, N.

Plvast, . C.
lstte,1cae, .C.

a
U

e N. C
Vqettwviue, Nl. C.

U

Ui

Dam

5-23-72

5-23-72
5-24-72
5424-72*

5-24-72

5-2-72
5.4-72

a

-U
U

5-2-72

Aaww

4,59.00500.00
50000
8.00

100.00
27.00
390.00
15.00
50.00
25.00

100.00
50S.00
M0.00
300.00
3I .00
100.00
10.00

10.00
40.00

9m0.o0
194".00
2,S.00
aaw.0

160.00
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TELEPHONE (3086 463-4300

FAX (803) 463-4304

(8O) 463-4398

0 0
FEDER/,L £LC I; ri?:

MANATT, PHELPS, PHILLIPS & KANTOR UAP. P" ,,'
A VASw0u06eU 9. ,Iu 90U0 *" *016 . A. .elpeeavoo0 -

AYTORNIMS AT LAW

6300 ft6W 6NAWP*0SSE AVEtNUE. NW. 4K
OUIT, i00

WASHINiON, D.C. O0e-0e00
-~l - a mc gAE DS 60"M

-AM afwom

November 3, 1992

Lisa Klein, Assistant General Counsel
Craig Reffner, Esquire
Office of the General Counsel
Federal Election Commission
999 E Street, N.W.
6th Floor
Washington, D.C. 20463

Re: MUR 3652, Committee for Congressman
Charlie Rose, Alton S. Buck, as
Treasurer, and Congressman Charlie Rose

Dear Ms. Klein and Mr. Reffner:

Enclosed is the executed affidavit of Charles G. Rose, Jr.
Please add this to the response submitted in the above-captioned
MUR.

ON If you should have any questions, please do not hesitate to
call.

Sincerely,

Counsel Respondents

Enclosure

.0 :i

2-RV-40



W3I'ORU TMlN ?DXIL ULUCYZON CONXIBOXCO

ArZ'DAVXT OW CXRRLrS G. Ro3 , JR.

Charles G. Rose, Jr. first being duly sworn, deposes and
says:

1. I am a resident of Fayetteville, North Carolina and the
father of Charles G. Rose, III, a duly elected member of the
House of Representatives.

2. In 1972, I made loans to my son's campaign committee,
which, to the best of my recollection, were obtained from banking
institutions. At the time the loans were made, my son became
liable to me for the principal and accrued interest on these
loans.

3. In November 1973, I assisted my son by obtaining a loan
in the amount of $50,000 from First Citizens Bank and Trust
Company of Fayetteville, North Carolina, for the purpose of
paying off outstanding campaign loans. In my opinion, it was

CNI necessary to obtain this financing because the campaign was
without sufficient funds to repay the loans, and my son was still
unable to repay primary debts from 1970.

4. Further, I had an oral agreement with my son that he was
04 to make all payments and be financially responsible for this

$50,000 loan for campaign debts.

5. Further affiant sayeth naught.

C

Subscribed and sworn before me this 1%ay of October, 1992.

My Commission expires:



9 9

Mir # 3 & 5-.2,

ADDITIONAL DOCUMENTS WILL BE ADDED TO THIS FILE AS THEY
BECOME AVAILABLE. PLEASE CHECK FOR ADDITIONAL MICROFILM
LOCATIONS.

MCP

a
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T33 RU&DER IS R33V3RID YO AI?CT MIC NZ lP[LI LOcCES!I

FeR f1R ?OLLOIIING DOCUNENYT8 PERUNlUT fO ff15 CUR

1. Memo, General Counsel to the Commission, dated
September 22, 1992, Subject: Priority System Report.
See Reel 354, pages 1590-94.

2. Memo, General Counsel to the Commission, dated
April 14, 1993, Subject: Enforcement Priority System.
See Reel 354, pages 1595-1620.

3. Certification of Commission vote, dated April 26, 1993.
See Reel 354, pages 1621-22.

4. General Counsel's Report, In the Ratter of 3 temient
Priority, dated December 3, 1993.
Se._e Reel 354, pages 16;23-1740.

5. Certification of CmisitOa vote, dated D PS 9,- 1W).3
See Reel 354, pages 1741-1746.



Or~hb3

icc

Mob~rt C. Anderson511 ArW11 hoad
tayettevill., NC 26303-5101

RE: MUR 3652

Dear Er. Anderson:

Ob OctOber 14, 1992, the Federal Election Commission receivedyowr/cempaint alleging certain violations of the Federal Election
CaqMg. ct of 1971, as amended (Wthe Act').

s~Gri~ tbe ci ~ta~ea of
k~ d.~erm~d to ~~w~iee its ~wn~ ion

z

w~w ~www wa

~w~IEIj,~mrnp~
'I

£ ~

Crai~ D.
Attorney

AttacJiuat
Narrative

Date the Commission voted to close the file:
i| |

• ! •i' .: , " ': i i i :•



?he Kational Republican Congressional COmmittee filed I-

waplant alleging that the Committee began disclosing a $S0O, *
' ' Inin 1967 that vas received from the Congressman in 1972.
toplainant points to a 1988 report issued by the Mouse of
pesentative's Committee on Standards of Official Conduct

stating that the loan does not exist. Complainant thus alleles
that disclosure of the non-existent loan is a reporting error and
that repayment of the loan would result in a violation of
2 U.S.C. S 439a. Respondents note that the Congressman has
publicly stated that he will not seek repayment of the loan and
disclosure materials confirm that the loan remains outstanding.

This matter presents no significant issues relative to the
other issues pending before the Commission, had little impact on
the process and evidences no serious intent to violate the FicA.
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RE: EUR 3652

Dear Ms. Cino:

0n Oc4tober 14, 1992, the Federal Election Coisioe ?eceivedyos ce atut allemging certain violations of the Federal tiection
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. The National Republican Congressional Cilmttee filed ..
! laint alleging that the Committee began disclosing a $5O.
i, n in 1967 that was received £rom the Coiiressman in 1972.
e- @spiainant points to a 1986 report issued by the Mouse of
Reptresentative's Committee on Standards of Official Conduct
stating that the loan does not exist. Complainant thus alleges
that disclosure of the non-existent loan is a reporting error and
that repayment of the loan vould result in a violation of
2 U.S.C. S 439a. Respondents note that the Congressman has
publicly stated that he will not seek repayment of the loan and
disclosure materials confirm that the loan remains outstanding.

This matter presents no significant issues relative to the
other issues pending before the Commission, had little impact on
the process and evidences no serious intent to violate the FECA.
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12 Eros tadtkire Avenue, N.11.
Suite 200

Wa~shington, DC 20036-469

RE: HUE 3652
The Honorable Charles G. Rose, III
Committee for Congressnn
Charlie Rose, and

Alton S. Buck, as treasurer

Deer Mr. Oldeher:

0. Ceebr 14, 1992, the Federal Election Coumissiom sotified

w.th tht otfiaton

sgiaet Charles G. Dose LU
M!' ! Wetwtive. Accordingly, ' Ld

is nowpublic. in SW,e i (tmn ~ placed on the public r ...

em Se pulc record, please do b-sw-Ipul Efla my be placed on the publ: i! i OCe
to ra 4plt ,2 t lin a~ddtional mterials, any perig ....
subsissiom Vi-,l ae dded to the public record when goed.

If you have any questions, please contact me at (202)
219-3400.

Sincerely,

Craiegffnel 1{N
Attorney

Att arn
• 8rtatire

~he voted to clos, the file:



The National Republican Conyressioua Cdma~itre tied /++
/ s, aint all1eging that the Committee begn disclosing a SO
iSaa in 1917 that was received ftrn the Conltmn in 1972.
ebao~plainant points to a 19S8 report issued by th. louse of
lepresentative's Committee on Standards of Official Conduct
stating that the loan does not exist. Complainant thus alleges
that disclosure of the non-existent loan is a reporting error and
that repayment of the loan would result in a violation of
2 U.S.C. S 439a. Respondents note that the Congressman has
publicly stated that he will not seek repayment of the loan and
disclosure materials confirm that the loan remains outstanding.

This matter presents no significant issues relative to the
other issues pending before the Commission, had little impact on
the process and evidences no serious intent to violate the PICA.
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