FEDERAL ELECTION COMMISSION
WASHINCTON, D C 20463

THIS IS THE BEGINVING OF MR # _ 40

DATE FILMED ﬁbi_ cuvera o, L

caerann 23S

204569330V



‘Imtt diulona the receipt of a $34,000 M“L”‘ﬂ"ifh‘

' OFFICE OF GENERAL COUNSEL

DATE: Magch 22, 1994 .
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I. COMMITTEE: = Barden for Congress Committee

(C00254029)

Sylvia Barnes, Treasurer
P.O. Box 36174

Pederal ¥ay, WA 98003

nm SEATUTE: 2 U.5.C. Sddle(f)
n:. m: e

. ;Mn‘_-fot mnqnu Committee ("the Committes
" : ‘contributions from seven

1) ‘partnership totalling‘f!i“i‘ﬂ
‘a.'ilﬁiﬁo 48 in the form « B !

' , m ‘Discovered During Initial Revie
3] C of the Committes’s 1993 O¢f

candidate 'in September 1992 (Attachment 2). 'In ‘review of
this - report as well as rechecking earlier reports, the
analyst also identified several contributions designated for

" the al election in which the candidate did not

participate (Attachment 3).

On September 8, 1993, a Request for Additional
Information ("RPAI") was mailed to the Committee asking to
further clarify the source of the candidate loan and to seek
a refund, redesignation, or reattribution for contributions
received for the general election in which the candidate did
not participate (Attachaent 4).

The Committee’s amended 1992 October Quarterly Report,
received September 23, 1993, provided an inadequate response
stating that the 1loan was a “"personal 1loan from the
candidate”. The Committee also included a 1list of the
refunds sent to those individuals whose contributions were
designated for the general election (Attachaent 5). Copies




'3. ‘refund checks were received by the Commission on .
\3Uﬁnl:¥ 4, 1994 and disclosed on the Committee’s Year En
'Report (Attachments 6 and 7). All the refunds were outsi
‘*:;D I:Itr ‘day window following the September 15, 1992 Primsry
- #lection.

To further clarify the candidate 1loan, the Co-nitttoi”
sent another letter received on October 20, 1993. The letter
states that the $34,000 loan was actually money the candidate
obtained from a friend in exchange for a piece of real estate
as collateral (Attachment 8).

On October 21, 1993, a Second Notice was sent to the
Cﬁinlttno informing them that the 1loan constitutes an
= rent excessive contribution and that the Committee should
- ‘fefund the excessive amount. The Notice also recommended
that the Committee amend Schedule C to disclose the source of
the loan (Attachment 9).

In its response received November 10, 1993, the
Committee provided an undated copy of the Deed of Trust
‘showing the exchange of real estate froama the candidate to a

,f*tticnd, Vickie Schmitz (Attachment 10). This amendment
" prospted another RPAI sent December 15, 1993 stating that the
‘‘real estate transaction constitutes an apparent excessive
contribution and that the Committee should refund the
excessive amount (Attachment 11).

i In its response received December 37, 1993, ‘the
" Committee admits to having received an “illegal loan®,

' totalling $30,000. It further states that $4,000 of th.

total loan amount was made from the candidate’s personal

" funds. This response also stated that the Comaittee refunded

i $10,000 on March 16, 1993 with funds donated to the campaign

y g and the remaining $20,000 on December 17, 1993 with money tgz

: candidate received on refinancing his home (Attachment 12).

In telephone contacts on January 10 and January 11,
1994, the reports analyst sought to clarify the source of the
money used to pay off the loan from the friend (Vickie
Schaitsz). The treasurer promised to research the source and
to inform the Commission of her findings (Attachment 13).

On January 12, 1994, Ms. Barnes contacted the Commission
to confirm that $10,000 was from donations to the campaign
and the remaining $20,000 came from what the treasurer claims
are the candidate’s personal funds through equity he took out
of the loan from his house (Attachment 13).

74 The 1993 reports disclose a $10,000 refund to the candidate
-and a $20,000 refund to Vickie Schmitz.



In preparation of this refercral, two i

contributions totalling 92,120 were identified. These
“excessive contributions are from one (1) individual and one
(1) partnership (Attachment 15). The Committee has not beéen
‘notifisd of these apparent excessives and they have not been
“vefunded, redesigmated, or reattributed by the Committee.
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oF FILER
BARSER, PAUL HOUSE 09 REPUBLICAN PARTY WASHINGTON 1992 ELECTION 108 H2WADP016
1. STATENENT OF CANDIDATE
1991 STATENENT OF CANDIDATE 4SEPDN 1 9INSE/A34/1036
STATENENT OF CANDIDATE 1606C1 1 91NSE/435 /4049
2. PRINCIPAL CANPAIGN COMMITTEE
ARDEN FOR CONGRESS 10 #CO02S4029 HOUSE
1991 STATENENT OF ORGANIZATION 4SEPN 2 INSE/434/1037
STATENENT OF ORGANIZATION - ANENDMENT 160EC 1 9IHSE/A35 /4048
YEAR-EMD 3,975 57,332 3DECP0 -31DECT 36 2NSE/441/0443
YEAR-END - ANENDMENT - - 30£C90 -JVDECH! 1 92HSE/453 /3604
YEAR-END - ANENDWENT - - 30EC90 -310ECH1 1 S2NSE/462/N2
YEAR-END ~ ANENONENT - - 30EC90 -310EC 2 G2MSE/466/3208
REQUEST FOR ADDITIONAL INFORMATION 30£C90 -31DEC 2 92Fec/753
REQUEST FOR ADDITIOMAL INFORNATION 28D 30£C90 -31DECH 3 92FEC/756/1910
1992 48 HOUR CONTRIBUTION MOTICE 4SEPO2 1 92HSE/466/1605
48 WOUR CONTRIBUTION MOTICE T3EP92 1 92HSE/466,
48 HOUR CONTRIBUTION NOTICE 10s2P92 1 92HSE/466/4207
STATENENT OF ORGANIZATION - AMENDMENT 11992 1 92HSE/466/53N
48 HOUR COMTRIBUTION NOTICE 1992 1 FMSE/466/4517
48 HOUR CONTRIBUTION NOTICE 143EP92 1 92HSE /466/4609
48 NOUR CONTRIBUTION NOTICE 1Hsere2 1 92HSE/466/4824
48 MOUR CONTRIBUTION MOTICE 14SEPR 1 92HSE/466/4610
i APRIL QUARTERLY 3,685 9,92 1IN -3IMRR 15 SRHSE[4k7/6122
APRIL QUARTERLY - AMERBNENT - - 12 -STHARSR 1 9DNSE/453/3499
— APRIL QUARTERLY ~ ANENBNENY - - TINGR -S1AD2  2 FMSE/462/3910
APRIL QUARTERLY - ANENDNENT - - TIN02 -3THARS2 2 NSE/466/5329
M 1'ST LETTER INFORMATIONAL NOTICE 1NOR ~3WARS2 1 FRFEC/75T/2849
JULY QUARTERLY 30,128 32,640 1PRR -30092 16 F2MSE/A55/0596
' JULY QUARTERLY ~ AMENDWENT - - 1ras2 2052 2 JONSE[466/5331
JULY GUARTERLY - ANEIBNENT - - PRS2 <3002 2 9IHSE/505/2616
AEOUEST FOR ADDITIONAL INFORMATION R ~0RaRe 1 93rEC/859/5371
e Py 26,457 17,564 TMIT ~26MB92 14 IDSE/
-_ PRE-PRINARY ~ ANENDNENT - - 1AL -26AUG92 7 YSMIE/S05/2618
NO AEQUEST FOR ADDITIONAL INFORRA TRAGE -26MU692 1 93FEC/859
OCTORER QUARTERLY 2,9 »”,0r7 2TANNZ ~30SEPSR2 14 J2MSE/ATO/ASTO
™3 OCTORER QUARTERLY - AMENSNENY - - TR -S0SEPS2 11 3NSE/505/3629
OCTOBER GUARTERLY - AN 2,9 2,07 T2 ~30SEP92 2 FIWIE/[S06/4013
i REQUEST FOR ADDITIONAL INFORMATION PN ~200rPR 3 93FEC/859/5345
ABQUEST FOR ADDITIONAL INFORMATION 2w TR -300EPR2 3 93FEC/064/5487
REQUEST FOR ADDITIONAL INFORRATION 2TARI2 -30WPR2 5 FIFEC/869/2006
C YEAR-END 9,381 6,902 10CT92 ~310ECSR2 8 P3HSE/491/1618
YEAR-END ~ ARENDMENT - - 10CT9R2 -3106C92 & 9BHSE/SO5,
mn REQUEST FOR ADDITIONAL INFORMATION 10CT92 -310EC9R 1 93FEC/859/5363
TOTAL 276,625 301,437 0 171 TOTAL PAGES




All reports have been reviewed.
Cash on Hand as of 12/31/92: $ 5,186.60
Outstanding debts and obligations owed to the committee: O

Outstanding debts and obligations owed by the committee: $ 38,763.88
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73 .38645467

FEDERAL ELECTION COMMISSION ¥
VAW U DL Joe ag-3

October 21, 1993

Sylvia Barnes, Tressurer
Secdan for Comgress

?2.0. Doz 36174

fedetel Way, WA 98003

séontification umber: C00234029

Beference: October Quarterly Beport (8/27/92-9/30/92)
Sear No. Becmes:

On Septeaber 8, 1993, you were motified thet & reviev of the
abeve-vefesenced cepoctis) rteieed stlon es to specific
esnteibutions and/ec tutes, seperting of certain
iafernation seguiced by Pederel umton e-pu- Act.

Your is incemplete becsuse you m- »ot .!!
mm.ihn-un. Por thie ml
m.. the followiag iaferastien is stil nqunl

-ia 4 m received
mt'“ the leam u- ttq

' o 8
tece c 0. !!li.‘ \
lesa frea the cendidate® was ectwall
triond® vhe loaned the condidete $34,

& plece of real estate which
collatersl.

Please mnote that it appesrs that the cemmittee bas
cecoived an teat excessive coatribution ia the fera
of & loen. An individual may mot make @ mcumu- to
s candidate for federal effice in encess of 1,000 rr
election. The tera “contribution” iacludes any ¢gift
subscriptioca, Jloan, edvance, or deposit of momey, or
iag of value made by any person for the purpese of
intlwencing u: election for federsl office. (2 U.S.C.
gddlale) )s 11 CPR $110.1(b), (o) and (k)) It is
secomnmended that enead Schedule C of rl sepoct by
providing the eocriginal oesocurce of the ond elso
tefund the cemaiaing outstandiag balance duwe e the lean
l.ocutoly end provide & copy of the refund ¢heck.

the Comaission may take fuctther legsl st
cht action by you to ctefund the excessive mt
takea iato consideration.




'_!ot ceceived the Commission wvithina
 of uu notice, the Commission may
1 enforcomant sctien.

AR, ‘22 you ohould ua q‘nttm telated to this matter,
. Plw - sesmtasct Blti L out tell-free number (800)
‘ 30 er our lecal number (202) 319—!500.

Sincerely,

S

John D. Gibson
Assistant Staff Dicector
Reports Analysis Division

3

ki

55

73.38645







Dood of Tvast
S s e e Sty of Whingten O )
VDORED S TNST.aah e apet..

ss@iheihes et cstnians@ueet bl cudh fviher enee
-hd—n-hdt*-.-.cwdﬁm*‘h-
Gusoun 8 surh aate @ diufl W0 qpeed P :

o g @ aculy S Eb Sud R, Otv connd G G




- —— — - - ————— v [ —
— ey —— - ey gl e _—— = A MW\W—W
dwjvmv-ﬁntv-—un&rw"w—bu-~ ey - apn o o
Wamiits,; i SRR of kP g ey h — -

B i a7 ot s, o gt Ayt iy -y by - M»‘--rh—b
B e

. o e e "'"'Y""'_'l oy A - .l ~

attutesarndtyaiiinds Ty bt sttatuthiaireevtoyoontiand fvensd coppamthondspepinnbe
wyrnats@remsd et thed LT anst it atedusambet caf o div culns of hitetns sanud iy SIS s
uwptnebdeuiiButt Il afvannsy. sttt sunay. Sissutedripnnity GrtmedhuliSudd o,

Gbusdo-umltensth
@ W el @w il Uy yeo G,

e, e - - e e . e — - <—

Soen v o bt 0 Bt ¢ Tt GR THE TR w00l § cowvns. B st &0 Sberd & o Tste fo o Msveveunyww olih st

i




930386920866

Sefereonse:

FEDERAL ELECTION COMMISSION

Sylvis Barnes, Treasure:r

for Congress

2.0. ben 36174

zal Way, W 90003

sdontification Number: C002354029
, . Octebes Querterly (0/27/92-9/30/93), deted

1/3/9

above
ia

(o) and (R))

Please nete that csatridutions designeted ia weiting by
the oentributer feor o‘m:tm olestion mwet be
etteibuted ¢o thet fen. Contzibutions oot
dosignated ia writing by the oeeaccibutesr will be
consideced made for the nest olectien for that Pederal
Oftice (primery) (11 CPR $130.3(0)(3)(4) amé (44)).

Any oeatcibution dzowam on 8 joiat chechiang scosunt vill
: o:r“n“ asde by ml= vidusle =l' it u:‘ m
oned dbeth eor W e
docunent -:u! the aasuat ottlhtac te odch
fadividual oand 1 signed DBy coch ladivituel. (11 €,
$130.3(k)(1) end (3))

S€ ¢he ocsateibution(s) ia guestica was fasenpletely ot
uoonuca disclosed, you osheould yout ociginel

enond
, th the elocd fafetastion. 3t the

.k

the Connisefen’s 2ieine

Maite, g - i
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pld nM te the demer the casunt 4a excess. of
1 vefunds sust be made withis sisty days of
tmnnt'o receipt of the mcthﬂn- ie8 of
; checke may beo uwsed to te otuc.
- ste tepected oa Line IO cl tlo o‘ .‘
Poge and on Schodule B of the cepoct eover peti
ia whish M ece made. (13 CWPR uu.oum )

Altheugh the Commission may teke fusther legel o ¢
:.tuu nmunlzumnuuln-un 31
takon inte osmsideration.

A veitteon Tesponse of aa ameandnent teo otiginal sepectis)
gmﬂq the abeve preblenis) .u-uu !uu vlg 3::& :c
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31992 October Quarterly Report - Excessive conttibuticm through loan
with deed of trust

-

- UROMs El1fi Blum

902 Sylvia Barnes, Treasurer - Tel.: (206) 243-0513

MANE OF COMMITTEES Barden for Congress - C00254029

DATRs Beginning December 1993 through January 1994

—_

Ms. Sylvia Barnes contacted the PEC the begxnning of December, 1nforninq
the Commission, that the above loan had been paid in full by the candidate
from the candidate's personal funds.

As the Commission did not receive any vwritten documentation on this
matter as of January 10, 1994, the analyst contacted Ms. Sylvia Barnes.
Ms. Barnes reconfirmed that the loan had been paid in full, and that she
had mailed the respective correspondence, including cancelled checks, to
the Clerk of the House of Representatives on January 4/.:1994. Ms. Barnes

stated that she will verify if and when she rccoiv.d her certified receipt
back.

The analyst contacted Ms. Barnes on January 11, 1994, to inform her,
that she vas able to locate the above amendments, however, further
clarification wvas needed on the source of the funds used to pay off the
loan from the individual (friend). Specifically, did the candidate obtain
part of his equity back when refinancing his home, or did the candidate
borrov a larger loan amount against his equity. The treasurer promised
to research this matter and to inform the Commission.

On January 12, 1994, Ms. Barnes contacted the Commission to confirm
that the monies used to pay off the loan, were from the candidate's pepsonal
funds, equity he took out of the loan from his house.
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‘PEDERAL ELECTION CONNYSSIC
A 999 B street, N.M.
" washington, D.C. 20463

PINST GEWERAL COUMSEL'S REVORT

RAD Referral # 941 ~ 20
Staff Neamber: Kamau Philbert

SOURCE: INTERNALLY GENERATED

RESPONDENTS : Barden Por Congress and
Sylvia Barnes, as treasurer
Paul Barden
Vickie Schmitz

RELEVANT STATUTES: 2 U.§.C. § 441a(a)(1)(A)
2 U.5.C. § 441a(a)(3)
2 U.S.C. § 441a(f)
2 U.8.C. § 431(8)(A)(1)
11 C.P.R. § 100.7(a)(1)(4)(A)

INTERNAL REPORTS CHECKED: Pinancial Disclosure Reports
' ‘PEDERAL AGENCIES CHECKED: None

This matter arose from a referral to the Office of the

General Counsel from the Reports Analysis Division ("RAD").
referral concerned excessive contributions to Barden for
congress.

IXI. FACTUAL AMND LEGAL ANALYSIS

A Pacts
Paul Barden was a candidate for the U.S. House of

Representatives from the 9th Congressional District of




"‘Washington in the 1992 election cyclo.l Nr. Barden’s principal =

' campaign committee was Barden For Congress ("Committee”). On
v*aptil 25, 1994, the Committee filed a termination report v
with the Commission. If the Commission finds reason to believe
violations occurred, the notification letter to the Committee
also will advise that it cannot terminate while this matter is
pending.

Schedule C of its 1992 October Quarterly Report disclosed a
$34,000 loan from the candidate to the Committee in September,
1992. Prompted by a September 8, 1993 Request PFor Additional
Information from RAD regarding the source of the $34,000, the
Committee reported that only $4,000 actually originated from the
candidate. The candidate borrowed $30,000 from a friend, vickie
Schnit:.z In return, a parcel of real property, jointly owned
by the candidate and his wife, vas transferred to Vickie Schmitz
as collateral. The Committee provided an undated copy of a
“Deed of Trust®, which appeared to have been notarized on
September 4, 1992. See Attachment No. 1, at pages 30-32. The
Committee refunded $10,000 on March 16, 1993 with campaign
funds. After being advised by RAD that the loan constituted an
excessive contribution from Ms. Schmitz and should be refunded
(See Attachment No. 1, at pages 28-29, 33-34), the Committee

refunded the remaining $20,000 on December 17, 1993 from a

1. Commission records show that Paul Barden lost the September 15,
1992 primary election for the Republican nomination, receiving
fourty-eight percent (48%) of the vote.

2. Commission records show no additional contributions by Vickie
Schmitz in the 1992 election cycle.
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920,000 loan the Committee obtained from the candidate.’ the

Committee further advised that the candidate obtained the

$20,000 from a home equity loan taken out on his residence.

Supporting documents regarding the home equity loan were not

provided.

In addition to the loan transaction described above, RAD

identified six additional excessive contributions. Pour of

those contributions ($2,340) were designated for the general

election by individuals who already contributed $1,000 to the
4

primary election.” See Attachment No. 1, at pages 8-15. After

being advised by RAD that the contributions needed to be

refunded or reattributed, the Committee refunded them on

September 23, 1993.s See Attachment No. 1, at pages 19-26. The

remaining two additional excessive contributions ($1,500) were

designated by individuals entirely to the primary election: one

was an aggregate contribution of $2,000; the other was an

3. The Committee’s 1993 reports disclosed the refunds. Schedule C
of the Committee’s 1993 Year End Report disclosed the $20,000 loan
owed to the candidate.

4. An additional individual, who contributed $100 to the general
and $750 to the primary election, was omitted from the referral
totals because the aggregate contribution was within the limit for
the primary election, and it appears that the $100 was refunded.

S. The refunds were disclosed in the Committee’s 1993 Year End
Report and copies of the refund checks were received by the
Commission on January 4, 1994.




il

" 'sggregate contribution of $1,500.% See Attachment No. 1, at

'péges 41-47. The Committee was not advised of these two

“‘excessive contributions, and it does not appear that the

contributions were refunded.

B. Law

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

Act”) provides that no person shall make contributions to any

candidate and the candidate’s authorized political committees

with respect to any election for federal office which, in the

aggregate, exceeds $1,000. 2 U.S.C. § 44la(a)(l)(A). The Act

also provides that no individual shall make contributions

aggregating more than $25,000 in any calendar year. 2 U.S8.C.
§ 441a(a)(3). The term "contribution" includes any loan made by

any person for the purpose of influencing any election for

federal office. See 2 U.8.C. § 431(8)(A)(i). The Commission’s

regulations further provide that a loan which exceeds the
§ 441a shall be unlawful

contribution limitations of 2 U.S.C.
11 C.F.R.§ 100.7(a)(1)(1)(A). The

whether or not it is repaid.

6. This contribution is described in RAD’s referral as a $2,120
contribution by a partnership, Port Blakely Tree Farms. The
contributions were reported on Schedule A of the Committee’s
reports in two ways: the name of the managing partner appeared in
the "contributor identification box" with that of the partnership
for $1,500; on the remaining $620 the name of the partnership
appeared solely. SeeE e.g. Attachment No. 1, at pages 41 and 42.
As a result, the Commission’s Contributor Index shows $1,500 as an
aggregate contribution from that individual. Considering the
minimal amount of the excessive contribution involved, it does not
appear productive to inquire into the source of the contribution.
Therefore, at this time, this Office is not treating the $2,120 as
a total contribution from the partnership. Rather, $1,500 is
regarded as an individual contribution, and the remaining $620 is
regarded as a partnership contribution.




' Act provides that no candidate or ﬁoltﬁieal,eoinittid?ﬁﬁiiia g,"“5 ‘
knowingly accept any contribution in violation of idcttbn7ll1§‘1

of the Act. 2 U.8.C. § ddla(f).
The Commission regulations permit contributions for the

general election prior to the primary election, however, when a

candidate is not a candidate in the general election, any

contributions made for the general election must be refunded to

the contributors, redesignated or reattributed in accordance

with Commission regulations. See 11 C.F.R. § 102.9(e).

C. Analysis
1, vickie Schaits
The RAD referral indicates that Vickie Schmitz made a

$30,000 contribution to Mr. Barden’s campaign in the form of a
loan to the candidate. See 2 U.S5.C. § 431(8)(A)(i). Since Ms.
Schaits wvas limited to a $1000 contribution to Nr. Barden’s
primary election campaign, it appears that she made infcgéiSItv.
contribution of $29,000. See 2 U.S5.C. § 441a(a)(1l)(A). The
$30,000 contribution also exceeds the overall contribution limit

specified in section 44la(a)(3) of the Act. Accordingly, this

recommends that the Commission find reason to believe

Office
that Vickie Schmitz violated 2 U.S.C. §§ 441a(a)(1)(A) and

44l1la(a)(3).

2. Barden for Congress

Mr. Barden and the Committee accepted the $30,000

contribution from Ms. Schmitz, a contribution exceeding the

limits set forth in both sections 44la(a)(l)(A) and 441a(a)(3)

of the Act. The Committee also accepted an additional $3,840 in




excessive contributions from six other individuals. Four of
those contributions ($2,340) were designated for the general
election and, therefore, only became excessive when Mr. Barden
lost the September 15, 1992 primary election. Those
contributions were required to be refunded, redesignated or
reattributed within sixty days of the primary election. See
11 C.P.R. § 102.9(e) and Advisory Opinion 1992-15. The
contributions were not refunded until September 23, 1993, over a
year after they were received. As a result, those contributions
became excessive contributions when they were not refunded
within the sixty-day time period. See Advisory Opinion 1986-17.
The remaining two contributions ($1,500) do not appear to have
been refunded. Therefore, this Office recommends that the
Commission find reason to believe that Barden for Congress and
its treasurer violated 2 U.S.C. § 441a(f) by knowingly accepting
excessive contributions totaling $32,840 from seven individuals.
3. Paul Barden

- Paul Barden was involved personally in the loan transaction
at issue. He accepted the $30,000 contribution from Vickie
Schmitz, added $4,000 of his own money to it, and transferred
the contribution to the Committee as a loan from him.
Therefore, this Office recommends that the Commission find
reason to believe that Paul Barden violated 2 U.S.C. § 44la(f)

by knowingly accepting a contribution which exceeded the
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 contribution Huttl set forth in bothueei&ll 4418(a1(1)(A) ana
¢41a(a)(3) of the Act. ‘

1




Open a MUR.

Pind reason to believe that Barden for Congress and
Sylvia Barnes, as treasurer, violated 2 U.8.C.§ 44la(f)
and enter into conciliation prior to a finding of
probable cause to believe.

Find reason to believe that Paul Barden violated
2 U.8.C. § €41a(£f) and enter into conciliation prior to
a finding of probable cause to believe.

FPind reason to believe that Vickie Schmitz violated

2 U.8.C. §§ 44la(a)(1l)(A) and 44la(a)(3), and enter
into conciliation prior to a finding of probable cause
to believe.

Approve the three Factual and Legal Analyses and
conciliation agreements attached.

Approve the appropriate letters.

Lawrence M. Noble
General Counsel

R—,&—Q({’

 Date

Attachments:

1. Referral Materials

2. PFactual and Legal Analyses (3)

3. Proposed conciliation agreements(3)




" FEDERAL ELECTION'COMMISS
WASHINGTON DC 2040}

LAWRENCE M. NOBLE
GENERAL COUNSEL

MARJORIE W. EMMONS/BOMMIE J. ROSS
COMMISSION SECRETARY

AUGUST 10, 1994
RAD REPERRAL #94L-20 - FIRST GEMERAL COUNSEL'S
REBPORT DATED AUGUST 2,
1994.
The above-captioned document vas circulated to the
‘Commiission on.
" ‘Objection(s) have been received from the

‘Commissioner(s) as indicated by the name{s) checked below:
e Commissioner Aikens %X

Commissioner Elliott

Commissioner McDonald

Commissioner McGarry

Commissioner Potter

Commissioner Thomas

This matter will be placed on the meeting agenda
for _Tuesday. August 16, 1994

Please notify us who will represent your Division before
the Commission on this matter.




In the Matter of

. Barden For Congress and
Sylvia Barnes, as treasurer;

Paul Barden;

vickie Schaits

RE THE PEDERAL ELECTION COMMISSION

RAD Referral
$941.-20

MUR Ho4>

CERTIPICATION

I, Marjorie W. Emmons, recording secretary for the

Pederal Rlection Commission executive session on August 16,

1994, do hereby certify that the Commission decided by a

vote of 5-1 to take the following actions with respect to
RAD Referral #94L-20:

~ 1.

‘Open a NUR.

rind reason to believe ‘that Bacden for
Ceo s and Sylvia Barnes, as treasurer,
violated 2 U.8.C. § 441a(f) and enter
into conciliation prior to a finding of
probable cause to believe.

Pind reason to believe that Paul Barden
violated 2 U.8.C. § 441la(f) and enter into
conciliation prior to a finding of probable
cause to believe.

Find reason to believe that Vickie Schmitz
violated 2 U.8.C. §§ 44la(a)(1l)(A) and
441la(a)(3), and enter into conciliation
prior to a finding of probable cause to
believe.

({continued)




. ‘Pederal Rlection Commission
. 'Certificstion for RAD Referral #94L-20
- 'Avgust 16, 1994

Approve the three Factual and Legal
Analyses and conciliation agreements
recommended in the General Counsel’s
report dated August 2, 1994.

Approve the appropriate letters as
recommended in the General Counsel’s
report dated August 2, 1994.

Commissioners Elliott, McDonald, McGarry, Potter,
and Thomas voted affirmatively for the decision.

Commissioner Aikens dissented.

Attest:




‘FEDERAL ELECTION COMMISSION

AUGUST 19, 1994

‘Sylvia Barpes, Treasurer

~ parden Por Congress
».0. Box 36174

rederal Way, WA 98003

MUR 4043
Barden For Congress and
Sylvia Barnes, as treasurer

Dear Ns. Barnes:

On ‘August 16, 1994, the Federal Election Commission found
that there is reason to believe that Barden Por Congress and
you, as treasurer, violated 2 U.S.C. § 4d4la(f), a provision of
the Uiﬂnrti Slection Campaign Act of 1971, as amended ("the
Ant'). ‘The Fectual and Legal Analysis, which formed a basis for
‘the cu-dncion'- finding, is attached for your information.

-!bu uuy*lnhnit any factual or legal materials that you
‘bllinw. ltl~r¢%bv.nt to the Commission’s consideration of this
'matter. ¢ i submit such materials to the General Counse
Office vithin 1S days of your receipt of this letter. Where
‘appropriste, statements should be submitted under oath. - In the
sbeence of sdditional information, the Commission may !!nd A

probable csuse to believe that a violation has occurred and &
proceed with conciliation. .

In order to expedite the resolution of this matter, the
Commission has also decided to offer to enter into negotiations
directed towards reaching a conciliation agreement in settlement
of this matter prior to a finding of probable cause to believe.
Enclosed is a conciliation agreement that the Commission has

approved.

If you are interested in expediting the resolution of this
matter by pursuing preprobable cause conciliation and if you
agree with the provisions of the enclosed agreement, please sign
and return the agreement, along with the civil penalty, to the
Commission. 1In light of the fact that conciliation
negotiations, prior to a finding of probable cause to believe,
are limited to a maximum of 30 days, you should respond to this
notification as soon as possible.




Requests for extensions of tim¢ will not be routinel

ests must be made in writing at least five qul

granted. Requ _ , | ot
prior to the due daste of the response and specific good cause
sust be demonstrated. In addition, the Office of the General

Counsel ordinarily will not give extansions beyond 20 days.

If you intend to be represented by counsel in this matter,

please advise the Commission by completing the enclosed fora
stating the name, address, and telephone number of such counsel,
and authoriszsing such counsel to receive any notifications and

other communications from the Commission.

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

sade public.

Por your information, we have attached a brief description
of the Commission’s procedures for handling possible violations
of the Act. If you have any questions, please contact Kamau
Philbert, the attorney assigned to this matter, at (202)
219-3690. 3

For the Commission, 4

Commissioner
Enclosures
Pactual and Legal Analysis
Procedures

Designation of Counsel Fora
Conciliation Agreement

'504365536



PEDERAL ELECTION CONMISSION
PACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Barden For Congress and
Sylvia Barnes, as treasurer

This matter was generated based on information ascertained
by the Pederal Election Commission ("the Commission®) in the
normal course of carrying out its supervisory responsibilities.
See 2 U.8.C. § 4379(a)(2).

The PFederal Election Campaign Act of 1971, as amended ("the
Act”) provides that no person shall make contributions to any
candidate and the candidate’s authorized political committees
with respect to any election for federal office which, in the
aggregate, exceeds $1,000. 2 U.8.C. § 441a(a)(1l)(A). The Act
also provides that no individual shall make contributions

aggregating more than $25,000 in any calendar year. 2 U.8.C.

§ 441a(a)(3). The term "contribution” includes any loan made by

any person for the purpose of influencing any election for
federal office. See 2 U.S.C. § 431(8)(A)(i). The Commission’s
regulations further provide that a loan which exceeds the
contribution limitations of 2 U.S.C. § 441a shall be unlawful
whether or not it is repaid. 11 C.F.R.§ 100.7(a)(1)(i)(A). The
Act provides that no candidate or political committee shall
knowingly accept any contribution in violation of section 44la

of the Act. 2 U.S.C. § 441a(f).




The Commission regulations permit contributions for the

general election prior to the primary election, however, when a

candidate is not a candidate in the general election, any
contributions made for the general election must be refunded to
the contributors, redesignated or reattributed in accordance
with Commission regulations. See 11 C.P.R. § 102.9(e).

Schedule C of Barden For Congress’s 1992 October Quarterly
Report disclosed a $34,000 loan from the candidate, Paul Barden.
Prompted by an inquiry from the Commission regarding the source
of the $34,000, Barden Por Congress reported that the candidate
borrowed $30,000 of the $34,000 from a friend, Vickie Schaits.
Mr. Barden transferred a parcel of real property to Vickie
Schaitz as collateral for the loan. Barden Por Congress repaid
$10,000 on March 16, 1993 and the remaining $20,000 on December
17, 1993.

In addition to the loan transaction described above, Barden
Por Congress collected six additional excessive contributions.
rour of those contributions ($2,340) were designated for the
general election by individuals who already contributed $1,000
to the primary election. Those individuals were Everett Paup,
James Sheehan, Gordon Sondland, and Richard Zemp. Paul Barden
lost the September 15, 1992 primary election. The Committee
refunded those contributions on September 23, 1993. The
remaining two additional excessive contributions ($1,500) were
designated by individuals entirely to the primary election: one
was an aggregate contribution of $2000 from L. W. Wells; the

other was an aggregate contribution of $1,500 from Jim Warjone.
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It does not appear that these two contributions were refunded.

Barden For Congress accepted the $30,000 froam us.‘tchntbi,‘
a contribution exceeding the limits set forth in both sections
€41a(a)(1)(A) and 44la(a)(3) of the Act. Barden Por Congress
also accepted an additional $3,840 in excessive contributions
from six other individuals. Pour of those contributions were
designated for the general election and, therefore, only became
excessive when Mr. Barden lost the primary election. Those
contributions were required to be refunded, redesignated or
reattributed within sixty days of the primary election. See
11 C.F.R. § 102.9(e) and Advisory Opinion 1992-15. The
contributions were not refunded until September 23, 1993, over a
year after they were received. As a result, those contributions
became excessive contributions when they were not refunded
within the sixty-day time period. See Advisory Opinion 1986-17.
Therefore, there is reason to believe that Barden for Congress
and Sylvia Barnes, as treasurer violated 2 U.8.C. § 441a(f) by
knowingly accepting excessive contributions totaling $32,840

from seven individuals.




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 2046)

AUGUST 19, 199%

Paul Barden
19907 -~ 4th Avenue 8.W.
Seattle, Washington 98166

RE: MUR 4043
Paul Barden

Dear Mr. Barden:

Oon August 16, 1994, the PFederal Election Commission found
that there is reason to believe that you violated 2 U.S8.C.
§ 441a(f), a provision of the PFederal Election Campaign Act of
1971, as amended ("the Act®"). The Pactual and Legal Anslysis,
vhich formed a basis for the Commission’s finding, is attached
for your information.

You may submit any factual or legal materials that you
believe are relevant to the Commission’s consideration of this
matter. Please submit such materials to the Gensral Counsel's
Office within 15 days of your receipt of this letter. Where
a ¥opriate, statements should be submitted under ocath. In the

sence of ‘additional information, the Commission may find
probhbl: cause to ‘believe that a violation has occurred and
proceed with coneiliatian.

In order to expedite the resolution of this matter, the
Commission has also decided to offer to enter into negotiations
directed towards reaching a conciliation agreement in settlement
of this matter prior to a finding of probable cause to believe.

Enclosed is a conciliation agreement that the Commission has
approved.

If you are interested in expediting the resolution of this
matter by pursuing preprobable cause conciliation and if you
agree with the provisions of the enclosed agreement, please sign
and return the agreement, along with the civil penalty, to the
Commission. In light of the fact that conciliation
negotiations, prior to a finding of probable cause to believe,
are limited to a maximum of 30 days, you should respond to this
notification as soon as possible.




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

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

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

ror your information, we have attached a brief description
of the Commission’s procedures for handling possible violations
of the Act. If you have any questions, please contact Kamau
Philbetg, the attorney assigned to this matter, at (202)
219-3690.

Por the Commission,

e, U Plestt

Blliott
Commisioner

Enclosures
PFactual and Legal Analysis
Procedures
Designation of Counsel Form
Conciliation Agreement

cc: Paul Barden




PEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL AMALYSIS

RESPONDENT: Paul Barden MUR: MUR 4043

This matter was generated based on information ascertained
by the Pederal Election Commission ("the Commission") in the
normal course of carrying out its supervisory responsibilities.
See 2 U.8.C. § 437g(a)(2).

The Pederal Election Campaign Act of 1971, as amended (“the
Act”) provides that no person shall make contributions to any
candidate and the candidate’s authorized political committees
with respect to any election for federal office which, in the
aggregate, exceeds $1,000. 2 U.S.C. § 441la(a)(1l)(A). The Act
also provides that no individual shall make contributions

aggregating more than $25,000 in any calendar year. 2 U.S.C.

§ 441a(a)(3). The term "contribution”" includes any loan made by

any person for the purpose of influencing any election for
federal office. See 2 U.S8.C. § 431(8)(A)(i). The Commission’s
regulations further provide that a loan which exceeds the
contribution limitations of 2 U.S.C. § 441a shall be unlawful
whether or not it is repaid. The Act further provides that no
candidate or political committee shall knowingly accept any

contribution in violation of section 44la of the Act. 2 vU.S.C.
§ 441a(f).




It appears from reports £1led with the Commission that in |
September, 1992, Vickie Schmits loaned $30,000 to Paul Barden, a
candidate for the U.S. House of Representatives from the 9th
Congressional District of Washington. MNr. Barden then loaned
the money to his campaign committee, Barden PFor Congress. Nr.
Barden transferred a parcel of real property to Vickie Schaits

as collateral for the loan. Barden Por Congress repaid the loan

in two installments: $10,000 on March 16, 1993 and the remaining

$20,000 on December 17, 1993. MNr. Barden lost the September 15,
1992 primary election.

As described above, Mr. Barden was personally involved in
the transaction. He accepted the $30,000 from Ms. Schaitz, a
contribution exceeding the limits set forth in both sections
441a(a)(1)(A) and 441la(a)(3) of the Act, and transferred it to
Barden PFor Congress.

Therefore, there is reason to believe that Paul Barden
violated 2 U.S.C. § 441a(f) by knowingly accepting an excessive
contribution of $29,000.




FEDERAL ELECTION COMMISSION
imﬂﬁknmmnczua

AUGUST 19, 1994

Vickie Schmits
9107 Pauntleroy 8.W.
Seattle, Washington 98136

RE: MUR 4043
Vickie Schmitz

Dear Ns. Schaitsz:

On August 16, 1994, the rederal Election Commission found
that there is reason to believe that you violated 2 U.S8.C.

$8 441a(a)(1)(A) and 441a(a)(3), provisions of the Pederal
Slection Campaign Act of 1971, as amended ("the Act®"). The
factual and Legal Analysis, which formed a basis for the
Cosmission’s finding, is attached for your information.

~ You may subait any factual or legal materials that you

believe are relevant to the Commission’s consideration of this
‘matter. Please submit such materials to the General Counsel’s
"'Office within 15 days of your receipt of this letter. Where
appropriate, statements should be swubmitted under oath. 1In the ,
' absence of additional information, the Comsission may find [

probable cause to believe that a violation has occurred and &

proceed with conciliation. e

In order to expedite the resolution of this matter, the
Commission has also decided to offer to enter into negotiations S
dicrected towvards reaching a conciliation agreement in settlement o
of this matter prior to a finding of probable cause to believe. ]
Enclosed is a conciliation agreement that the Commission has 7

approved.

If you are interested in expediting the resolution of this
matter by pursuing preprobable cause conciliation and if you
agree with the provisions of the enclosed agreement, please sign
and return the agreement, along with the civil penalty, to the
Commission. 1In light of the fact that conciliation
negotiations, prior to a finding of probable cause to believe,
are limited to a maximum of 30 days, you should respond to this

notification as soon as possible.

s

.
LY




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

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

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

For your information, we have attached a brief description
of the Commission’s procedures for handling possible violations
of the Act. If you have any questions, please contact Kamau
rhilgort. the attorney assigned to this matter, at (202)
219-3690.

For the Commission,

Commissioner
Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Pora
Conciliation Agreement




PEDERAL EBLECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Vickie Schmits MUR: 4043

This matter was generated based on information ascertained
by the Federal Election Commission ("the Commission") in the
normal course of carrying out its supervisory responsibilities.
8See 2 U.S.C. § 437g(a)(2).

The PFederal Election Campaign Act of 1971, as amended ("the
Act") provides that no person shall make contributions to any
candidate and the candidate’s authorized political committees
with respect to any election for federal office which, in the
aggregate, exceeds $1,000. 2 U.S.C. § 44la(a)(l)(A). The Act
also provides that no individual shall make contributions

aggregating more than $25,000 in any calendar year. 2 U.S.C.

§ 441a(a)(3). The term "contribution®" includes any loan made by

any person for the purpose of influencing any election for
federal office. See 2 U.S.C. § 431(8)(A)(i). The Commission’s
regulations further provide that a loan which exceeds the
contribution limitations of 2 U.S.C. § 441a shall be unlawful
whether or not it is repaid.

1t appears from reports filed with the Commission that in
September, 1992, Vickie Schmitz loaned $30,000 to Paul Barden, a

candidate for the U.S. House of Representatives from the 9th




ﬁﬁﬁi&iﬁqtdﬂa!‘niot:fet of Washington. Nr. laidbn then loaned

' Eho*nhn.y to his campaign committee, Barden For Congress. Nr.
Barden transferred a parcel of real property to Vickie Schaits
as collateral for the loan. Barden For Congress repaid the loan
in two installments: $10,000 on March 16, 1993 and the remaining
$20,000 on December 17, 1993. MNr. Barden lost the September 15,
1992 primary election.

As Ms. Schmitz was limited to a $1,000 contribution to
Barden’s primary election campaign, it appears that she made an
excessive contribution of $29,000 to Paul Barden and Barden For
Congress in the 1992 election cycle.

Therefore, there is reason to believe that Vickie Schaitz
violated 2 U.S.C. §§ 44la(a)(1)(A) and 44la(a)(3).




Anchorage. AK
Los Angeles. CA
Mount Vernon. WA
Olympia, WA
Portland. OR

San Francisco. CA
Seattle. WA

—

London, England

Mr. Jonathan Bernstein
Assistant General Counsel
Federal Election Commission
999 E Street N.W.
Washington, D.C. 20463

Re: MUR 4043

Dear Mr. Bernstein:
Mmhmumbwﬂum
WM“‘WNMM&M

amgn.hamyannlﬂm
P.O. Box listed in the original

Wewuwmﬂms lmﬁﬂﬁHYWor
legal materials that we believe relevant 1o the Commission’s consideration of this maticr.
As we discussed, we request an extension of time until Septesber 15, (a‘&e
following reasons:

1. The campaign has not yet received the letter addressed to Ms. Bagnes, its
treasurer, for the reasons set forth sbove.

2. We need additional time to obtain and review relevant bank records for Mr.
Barden, Ms. Schmitz, and the campaign, and

3. 1 am on vacation until September 6, 1994, two days before the original due
date.

Thank you for your consideration of this request.




Should you have amy questions or concerns, please do not hesitide t0 contact me.

Very truly yours,
LANE POWELL SPEARS LUBERSKY

V. l2o ey

Michael D. McKay
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) 504368538 2

The above-named individual is hereby designated as my
counsel and is authorized to receive any notifications and other
communications from the Commission and to act on my behalf before

the Commission,

é: Z.Y‘.zy Sigflature
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FEDERAL ELECTION COMMISSION:
WASHINGION. DC 2083 '

'SEPTEMBER 8, 1994

Michael D. McKay, Bsquire
Lane Powell Spears Lubersky
1420 rifth Avenue

" ‘Suite 4100
- Seattle, WA 98101-2338

RE: MUR 4043

Dear Nr. NcRay:

This is in response to your letter dated August 31, 1994,
vhich we received on September 6, 1994, requesting a one week

' extension to respond to our notice of reason to believe finding

dated Auqust 19, 1994. After considering the circumstances
presented in your letter, the Office of the General Counsel has

{_gtlnﬁqéﬂthd reguested extension. Accordingly, your response is
‘due by the close of business on September 15, 1994.

~Im addition, as Jonathan Bernstein advised in your August
30, 1994 telephone conversation, you need to submit a

- written designation of counsel for respondents Barden Por

‘Congress and Vickie Schmits if you are representing them.
The designation of counsel you submitted specify only Paul
Barden as the client.

If you have any questions, please contact me at (202)
219-3690.

Sincerely, 7

24

amau PhiThert
Attorney

Enclosure
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1. Tomwmmﬂummm
two-year-oid baok records, and have bogun 0 prepase the appropriate materials
for submission t0 the FEC. These mafterials, including affidavits, will not be
ready for final review by Mr. h&n.wbvmnedmdpmofmufﬁdmts
before he goes out of town on Septessber 14, 1994 for sevea days. 1 am out of
town tomorrow, as well. Oace Mr. Barjon returas on September 22, he will be
able to review, revise and sign his affidavit.

2. Out of the abundance of caution, we have decided it would be
prudent and appropriate for Ms. Vickie Schmitz to retain separate counsel. Mr.
Henry C. Jameson, a Seattle attorney, is her new lawyer. He will need the
appropriate time to prepare his submission on Ms. Schmitz’ behalf.

Ancatt AR We are taking this matter very seriously and have spemt comsiderable time
Los Angeles. CA gathering and reviewing the relevant documents. Once we are finished completing the
Mount Vernon. WA

PEaso written submission during this short period of time for which we are asking an extension,
Portland, OR the FEC will benefit by receiving a full, complete presentation.

San Francisco. CA
Seattle. WA

London, England




" Should you have any questions or concerns, please do not hesitate to contact me,

Very truly yours,
LANE POWELL SPEARS LUBERSKY

)%, P2 e

Michae! D. McKay




MUR 4043

NANE OF COUNSEL:__Michael D, McKav

ADDRESS: LANE POWELL SPEARS LUBERSKY

1420 Fifth Avenue, Suite 4100

Seattle, Washington 98101

reLepmoms: (209 22371342

the above-nsmed individual is hereby designated as ay -
counsel and is authorized to receive any notificatioms and other

comsunications from the Commission and to act on my behalf

before the Commission.

danp

RESPONDENT’S MAME:  Sylvia Barnes, Treasurer-
Barden for Congress

ADDRESS: 18118 - 6th Avenue S.W.

‘Seattle, Washington 98166

TELEPHONE: HOME( 206 ) 243-0513

BUSINESS(




FE DERAL ELECTION COMMISSION
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' SEPTEMBER 16,
'Richacl D. McKay, Esquire

. Lane Powell Spears Lubersky

1420 Fifth Avenue

Suite 4100

Seattle, WA 98101-2338

RE: MUR 4043

Dear Mr. McKay:

This is in response to your letter dated September 13,
1994, in which you requested an additional extension of time,
until Septeubet 28, 1994, to respond to the Commission’s notice
"of reason to believe finding dated August 19, 1994.

i Attor considetzng the circumstances: prosented in your lotter,
“and our subsequent telephone duscussion, the Office of the
‘General Counsel has granted the requested extension,

Accordingly, your response is due by the clese of huciness on
September 28, 1994.

In your letter you advised that you are not representing
Ms. Vickie Schmitz and that she has retained separate counsel.
Therefore, this extension would not apply to Ms. Schmitz. As 1
advised in our telephone conversation, it is advisable for Ms.
Schmitz, or her attorney, to contact me promptly regarding her
response to the Commission’s finding. In addition, Ms. Schmitz
would need to submit a signed letter of representation
(designation of counsel form) notifying the Commission that such
counsel is authorized to act on her behalf.

If you have any questions, please contact me at (202)
219-3690.

Sincerely,

Kamau Philbert
Attorney
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ATTORNEYS AT Law

September 16, 1994
VIA FACSIMILE AND FIRST CLASS MAIL

Mr. Kamau Philbert

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

Re: MUR 4043
Dear Mr. Philbert:

Enclosed is a completed Designation of Counsel Form signed by
Vickie Schmitz and appointing the undersigned as her attormey of
record in this matter.

I have received a copy of Mr. McKay’s letter of September 13
to you. On behalf of Ms. Schmitz, I join in his request for an
extension of time until September 28 within which to submit a
response on behalf of Ms. Schmitz. 1In addition to the reasons
enumerated by Mr. McKay, mr regquest is based upon the fact that I
have just been retained by Ms. Schmitz to appear for her in this
action, have spent the last two weeks in daily depositions in an
unrelated civil case in the superior court and will need a short
period of time just to bring wmyself current on this matter to be
able to assist Ms. Schmitz.

Thank you for your consideration of this request and for your
courtesy during our telephone conversation this morning.

Very truly yours,

C. Jameson

c: Michael D. McKay
Vickie Schmitz

(JBSL1/50133/00217/HCJ/125233.1)
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HEMRY C. JAMESON

999 Third Av
Seattle, WA 98104

TELEPEONE 3 (206) 292-1994

The above-named individual is hereby designated as my
counsel and is suthorized to receive any notifications and other

comnunications from the Commission and to act on my behalf before

the Commission.

VICTORIA L. SCHMITZ

9107 FAUNTLEROY WAY S.W.

SEATTLE, WA 98136

(206) 938-4400

(206) 296-4015
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SEPTEMSER 19, 199%

fHenty C. Jameson, Esquire
Jasieson Babbitt Stites & Lombard
999 Third Avenue

Suite 1900

Seattle, WA 98104

RE: NUR 4043
Dear Mr. McKay:

This is in response to your telephone call and letter of
September 16, 1994, in which you requested an extension of time,
until September 28, 1994, to respond to the Commission’s notice
of reason to believe finding dated August 19, 1994.  With the
understanding that the additional time is needed to prepure a
suitable response to advance preprobable csuse conciliation, the
Ooffice of the General Counsel has granted the' roquilttd
extension. Accordinglg, your response is due by the close of

- business on September 1994.

I1f you have any questions, please contact ne st (202)

219-3690.
Sincerely,
‘Kamau P

bert
Attorney
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September 26, 199%

BY FEDERAL EXPRESS

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

Re: MUR4043: Paul Barden, Victoria Schmitz, Paul Barden for
congress

Dear Sir or Madam:

Attached is the Declaration of Victoria L. Schmitz in response
to the FEC letter of August 19, 1994, to her. Her Declaration is
to be considered in conjunction with those of Mr. Barden and Ms.
Barnes, which are being submitted under separate cover by Mr.
McKay, their attorney.

As is apparent from the Daclarqticn, Ms. Schmitz did not
knowingly violate the Federal Election Campaign Act of 1971. ‘The
loan she made to Mr. Barden was not clandestine. Both Ms. Schmitz
and Mr. Barden believed at the time that it complied with FEC
requirements. It was the substantial equivalent of a commercial
loan from a bank. It bore® a market rate of interest, was secured
by a deed of trust on real property and was made with the full
expectation that it would be repaid. Mr. Barden had the assets to
ingure repayment, and the lcan wag in fact repaid. It was fully
reported by the campaign as a loan, and it was that disclosure
which apparently triggered the current proceedings.

This is not a case involving a willful
violation of the law. Nor does it involve an attempt to evade the
law. To the contrary, Ms. Schmitz and Mr. Barden consulted an FEC
publication to try to insure that their acts were proper.

The FEC exists to enforce the law. It cannot be unaware,
however, of the irony in its proposed action here. Special

(JBSL1/33333/55555/HCJ/125552.1)
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intmst money gu-hes into : 111:11:&1 campaigns thr&agh PACs. Rich ;
candidates do not face spen n? limits applicable to those who are
not rich. Yet when a candidate openly borrows money from a
supporter in a transaction which both mistakenly believe to comply
with the rules, the full wrath of the federal government is visited

upon them.

Very truly yours,
JAMESON BABBITT STITES & LOMBARD

2

4

5

{JBSL1/33333/55555/HCJ/125552.1)



I, VICTORIA L. SCHMITZ, do hereby declare as follows:

1. I was a full-time volunteer on the Paul Barden for
Congress campaign in 1992.

2. In August 1992, I agreed to loan Paul Barden $30,000 so
that he in turn could loan that money to the campaign to meet
certain crucial campaign expenses. Before agreeing to make this
loan, I reviewed with Paul a paperback book of FEC regulations or
guidelines. I do not recall the title of this volume. He and I
looked at the section dealing with bank loans in order that we
could structure our transaction the same way as a commercial
transaction with a bank. I understood that, if I received a sigmed
promissory note requiring the payment of an interest rate
consistent with the market and securing that loan with a deed of
trust then we would be in compliance with FEC laws and regulations.
Paul could have achieved exactly the same thing by borrowing the
money from the bank. The loan has been fully repaid. I reconveyed
the deed of trust last year.

3. I believed at the time of the loan that I was acting in
compliance with FEC rules because I was simply acting as a
commercial 1lender would. This was not a sham transaction
structured to avoid the law, but rather a bona fide loan. I had
known Paul for many years and had no doubt as to his credit-
worthiness. My mistake was in failing to read the FEC paperback
more carefully and in failing to hire a lawyer to review the
pertinent statutes and regulations. Had I known it was

(JBSL1/99999/11111/HCJ/125543.1)




‘inappropriate, I would not have loaned the money to Mr. Barden. We
had nothing to hide, never sought to conceal anything and recorded

the deed of trust as a public record.

I hereby certify under penalty of perjury of the laws of the
United States that the foregoing is true and correct.

DATED this _Z_7f'cfay of September, 1994 at Seattle, Washington.

Victoria L. Sc tz

(JBSL1/99999/11111/HCJ/125543.1)
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September 27, 1994

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

e~ ~ Re: MNUR 4043: Paul Barden, Vickie Schamitz,
Paul Barden for Congress

Dear Sir or Madame:
Enclosed please find the Affidavits of Paul Barden and Sylvia

" m‘“ Barnes. They contain the factual response to the m m
- (208) 223-7307 of August 19, 1994 to Mr. Barden and Ms. Barnes as tre
iy of the campaign. We understand Ms. Schuitz’s respons
(7! A Nesiip being submitted separately with a cover letter !m- ‘her

attorney.

FPor the purpose of reaching a conciliation, and with the
‘approval of Ms. Schmitz, we reguest the mlid-t&m N.' tht
Jay handling of the violations by Nr. Barden, the RigN,

Ms. Schmitz. e

There are three issues to be addressed by the FEC:
=) 1. The $30,000 loan from Vickie Schmitz to Paul Barden;

,m 25 The six additional excessive contributions; and

33 A recently discovered clerical error in the
October 14, 1992 report showing a portion of
Mr. Barden’s personal loan to the campaign as
unitemized contributions.

Paul Barden for Congress and Mr. Paul Barden request
conciliation because the violations resulted from honest and
inadvertent misunderstandings of the law. Most important is
the fact that the campaign brought virtually all of the
violations to the attention of the FEC. In addition, there
are other mitigating circumstances described below and in more
detail in the affidavits.

Anchorage. AK
Los Angeles. CA During the twenty-seven years while Mr. Barden was an elected

M Vernon. WA

Ol;r“:;w. wA public official, he and his campaigns have complied with
Portland. OR

San Franaisco. CA

Seattle. WA

London. England




- campaign disclosure laws and regulations enforced by
Washington State Public Disclosure Commission and 1local
government. Just as he had complied with the law in his
previous campaigns, Mr. Barden intended to comply with the
federal law in his 1992 campaign. Mr. Barden and the campaign
apologize for their unintentional violations of the federal
law.

This loan was not a willful and knowing violation.
Mr. Barden’s Affidavit describes how in August 1992, just
before the September 15, 1992 primary, the campaign needed
money quickly.

In September of 1992, Ms. Schmitz loaned Mr. Barden $30,000
which Mr. Barden, in turn, loaned to his campaign. Both
Mr. Barden and Ms. Schmitz believed that the loan, which was

memorialized in writing, required payaent of interest at
market rate, and was secured by a recorded deed of trust,
complied with the law. They now have been informed of their

mistake and express their regret.

‘The loan was neither concealed nor clandestine. The loan was
of public record. The loan documsnts were prepared by an
attorney. The deed of trust for the loan was recorded with
the King County Department of Records and Elections on
September 4, 1992, the same day Ms. Schaitz loaned the money
to Mr. Barden.

Mr. Barden extinguished the loan by refinancing his home with
a bank. Mr. Barden repaid $10,000 on March 16, 1993 and the
remaining $20,000 on December 12, 1993. He also has repaid
all the interest on the loan. If he had refinanced his home
and obtained the money from a bank in September of 1992,
Mr. Barden would not be facing this particular issue now with
the FEC.

Mr. Barden and Ms. Schmitz did not knowingly and wilfully
violate the law. Once the campaign discovered the
unintentional violation, the campaign reported it to the FEC.

The other six violations were also not attempts to evade the
law. There were merely clerical errors.




Federal Election Commission

September 27, 1994
Page 3

The FEC in its August 1994 letter to Sylvia Barnes, treasurer
of the campaign, notes six excessive contributions.

The campaign reported to the FEC four of these excessive
contributions (the Paup, Sheehan, Sondland, and Zemp
contributions). These contributions were designated for the
general election by individuals who already had contributed
$1,000 in the primary election. Mr. Barden lost the September
15, 1992 election, and the campaign inadvertently failed to
promptly refund these additional contributions.

Ms. Barnes, the campaign treasurer, states in her affidavit
that she discovered the campaign’s failure to refund these
four contributions in September of 1993. She immediately
arranged for the campaign to extinguish the $2,340 in
excessive contributions by making refunds in September of 1993
and promptly notified the FEC in the next report filed.

There were also two excessive contributions which the PFEC
discovered: $2,000 from Wells and $1,500 from Warjone. These
contributions were designated by individuals entirely to the
primary election. In 1991, Mr. Wells and Mr. Warjone each
contributed $1,000. The campaign treasurer acknowledges that
she inadvertently failed to check records for 1991
contributions by Wells and Warjone to ensure that
contributions made by them late in the 1992 campaign, did not
exceed the contribution limits.

In short, the failure to detect these six excess contributions
resulted from clerical errors by the campaign.

Two significant circumstances mitigate these clerical errors.
In 1992, Ms. Barnes, the campaign treasurer, suffered from
cancer, the treatment for which continues today. More tragic,
however, was that throughout 1992 she was caring at home for
her terminally-ill husband who died one day after the primary
election. These circumstances contributed to how these
bookkeeping errors arose.

Upon further review of the records, the campaign has
discovered that Mr. Barden’s loan to the campaign was
underreported in the October 14, 1992 report. See Exhibit A
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Federal Election Commission
September 27, 1994
Page 4

to Barnes’ Affidavit. In 1992, Mr. Barden loaned to the
campaign $44,000. The campaign inadvertently reported only
$34,000 as a loan. Mr. Barden’s actual loan of $44,000 to the

campaign consisted of the $30,000 loan from Ms. Schmitz to him
and $14,000 from Mr. Barden’s savings.

$10,000 of Mr. Barden’s loan to the campaign was accidentally
reported as unitemized contributions in the October 14, 1992
report. Ms. Barnes, the campaign treasurer, believes that
this clerical error arose because she had totalled up the
other contributions listed in line 11(c) and line 11(a)(i) of
the report, subtracted the sum from the total receipts and
entered it at line 11(a)(ii), unitemized contributions.

The mistake in reporting the amount of Mr. Barden’s loan also
resulted from a clerical error, not a willful and intentional
violation.

RECOMMENDED DISPOSITION

There has not been a willful and knowing violation of the law.
The campaign treasurer exercised her best efforts in
performing her recordkeeping duties. The loan from Ms.
Schmitz complied with the conditions for a bank loan and was
of public record. Most important is the fact that the

campaign brought virtually all of these violations to the
attention of the FEC.
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‘Should you have any questions or concerns, please do not

i huitate to conl:act us.

MDM:1n

cc: Mr. Kamau Philbert
Mr. Paul Barden
Ms. Vickie Schmitz
Ms. Sylvia Barnes

LPSEAL X:\CLI\NDIM\111)0MDR.LTR

Very truly yours,
LANE PONWELL SPE&&S LUBERSKY

kel 0. Metsyy e

Michael D. McKay




STATE OF WASHINGTON
COUNTY OF KING

PAUL BARDEN, being first duly sworn on oath, deposes and says:

1= I was a candidate for Congress in the Ninth Congressional
District of Washington State in 1992. I came in second place in
the September 15, 1992 Republican primary and thus was not on the
November 1992 ballot. I was a representative in the Washington
State Legislature from 1967 to 1974, and a member of the King
County Council from 1974 until January of 1994.

2 Throughout all my campaigns, indeed throughout my public
life, I tried to keep my ethical standards above reproach. This
was the first campaign where I served only as the candidate and
stayed out of fund-raising and campaign management activities.

Bowever, it was my campaign for office, and I accept full

responsibility for my actions and the actions of those who worked
on the campaign.

3. In response to the August 19, 1994 FEC communications to
the campaign, Ms. Vickie Schmitz and to me, I began a careful and
thorough review of these matters and provide the following report:

$30,000 LOAN FROM MS. SCHMITZ TO MR. BARDEN

4. In August of 1992, I was informed by my campaign advisers
that the campaign would need additional funds to buy cable t.v.

time and mailings in order to be competitive. I was bluntly told

AFFIDAVIT OF PAUL BARDEN - 1




"#hat if T was not able to come up With the money, I would lose the
campaign and if I d4id, I would win. | s

5. Ms. Schmitz was a full-time volunteer on my campaign.
She offered to loan me $30,000 so that I could loan that money to

the campaign. 1 understood that such a loan would be legal if it
was reduced to writing in the form of a promissory note, was
secured, and required the payment of an interest rate consistent
with the current market. I retained attorney Peter Francis to
prepare<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>